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1. october 22, 1gs7 

Mr. Crow1•7 .ubllitted a memor&Ddua ot "Notee 
concern!Dg the Bank ot America National truat and 

/ Sanna• Aaaociatiou• to Berman Ol1pb&nt. (ID4ex 'l'ab 
Ro. 1) 

2. Dec-ber 8 , 1gs7 

Bear1Dga betore the SUbcommittee ot tbe 
House C0111111ittee on Appropriationa relatiye to t he 
Treaau~ Depart=ont Appropriation Bill tor 1939l 
s ecret&r7 Korgenthau stated that he waa bothered 
about holding companies tor bank stock. 

s . Dec8111ber :u, 1937 

Rzsm1ner Sedlacek 1D letter to the Comptroller 
ot tbe CUrrenc7 reported on conterence w1 th A. P, 
G1ann1n1, rertew1Dg major criticisms 1D paet eenral 
reports ot enm'natiou. Sedla cek urged a more conaer­
Y&t1ye d1Yidend polic7, 1mproYement ot a aeet position, 
and a better ratio ot capital t o deposita. Mr. Sedlacek 
aa1d "A great deal would be pertormed it 7our office 
could im,preae Mr. Gi&DD1Di with the tremendous 1m,por­
tance ot b1a bank to the entire State ot California and 
to 1nap1re b1m with the desire to clean it ao thorough17 
that noth1Dg could deatro7 ita atabilitJ. !hat ia what 

./ 
7our exat1Der baa been atri v1Dg to accomplish , , , , " 
(Index Tab No, 2) 0 

•· Januarz 21, 1gza 

Chairman Douglas ot tbe SEC aent to Secret~ 
Korgonthau a r eport on a preliminary survey ot Trans­
america Corporation. / (Index 'lab No, 3 ) o 

5. JaDU&ri 26, 1938 

Su-•ry ot SBC report on preliminary aurye7 
ot Tranaamerica Corpo,tiou prepared b7 Upham tor 
Secrst&r7 Morgenthau. (Indax 'l'ab No. •> 
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6. Janu&l'l 28, l~ 

At a IJ"CNP aeetlllg 1n the ottioe ot the Secre­
tU'J ot the Trea8U1'7 • atteJide4 by lle .. ra. Bocl... Jo11 .. • 
Crowley • Douglaa 811d 0 1 C011110r • be ill& 0110 ot a aerie a ot 
mutills- to d1aou .. a pa1'845Z'aph 011 g:roup benlr1ns tor 
the President 1a torthcaKla& aeaaase, SecretarT Morseo­
~ waa illeiatent that prampt atepa be taken with reter­
ence to ~ranaamerioa Corporation and the Bank ot America 
lfational Truat and SaTinga .lnoo1ation. llre Crowley 
save expreaaion to eome ot the viewa aet torth ill the 
FDIC m•ora.tldum ot October 22nd (Mo. l above) and eug­
geated that there ahould be no more 6Zp&Deion by bana­
-..erica Corporation aDd that no more branebea ehould be 
granted to tha Bank ot America If.~. & S.A. Ill'. Boclea 
and Ill', 0 'Connor were ot the opinion that the Bank ot 
America ia very greatly improved over ita condition 1n 
l~ and aaw no oauae tor alarm over the condition ot 
the bank, Ur. Boolea agreed that the capital ratio 1e 
lower than we like to ••• 1n any bank, He aaid the 
Comptroller' a ottice wae reaponaible tor any branch 
expansion and aa1d that it the Pederal Reserve S7atem 
had had the power to atop expansion, they wwld han 
done ao. SeoretU'J llorgentbau aaked Ill'. Jones to take 
a look at the Bank ot America and aee mother they have 
sut'ticient oapi tal, and Mr. Jonea agreed to do eo, llr. 
ltorgenthau aaid that it waa important to see that th41J 
had ample oapi tal ill view ot the SBC 1 a plana with r .. _ 
poet to Tranaamerioa Corporation. 

7 , .l!DU&1'Y 28, l9S8 

Letter traa Comptroller OICounor to Secret&I'T 
llorgenthau expren1ng aurprin at the atatementa -de at 
the g:roup meetins 011 that daJ by Ohairman Crowley with 
reapeot to the Bank ot America. 'l'he next day a ••or811-
dum trom Secretary llorgenthau to Comptroller O'Connor 
augseated tbat aa a member ot the Board ot the Pederal 
Depoa1t Inaurance Corporation, be aak Kr. CrowleJ to 
brillg tormall7 betore the Board an7 intormation which 
be deei.Na relative to the Bank ot Allerioa. llr. 0 1Connor 
repl1ed on the •-e date to the SeoretU'J that r.lr . 
CrcnrleJ wae ot the opin1o11 there waa nothing the Board 
ot the FDIC could ,do at thia time w1 tb rete:rence to the 
Bank ot Allerica. / (IJidex ~ab Mo. 5) 
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.l'!l!l!1"7 811 1838 

X..OrUMtla ~ 111'1 Pol&er Oil hia ~8l'aAOe 
with A. p, otanntnt oa •-1D81' 81'1Uo1aa of the B.llll: 
f!_l .AMrioa •• !'. "' S.A. Ill' I Polael' •'-'-d hil ...--nt 
/~th the -1Der11 or1t1o1• ol dirt~ po1107• 

(ID4ex ~ wo. e ) 

.T!DU!1'J Sl I 1938 

lt.orarw\n'l_9'-: Cba11'llaD Orowl.eJ to S.ore­
tal'7 Koraen~ OD ~~-b•n)rtng, and eapeo1&117 Trana­
amertoa Oorporatlon, (IDdex Tab llo. 7) 

Pebl'Uil'l lei 1838 

At 8eore~ Korpatbau'• a-.tt ••••1D& the 
~oretarJ p.n to Kr. u~ ~ .Toa .. • report oa 
~~· oapital poa1t10D ot baDb 1D holding o £Wl7 poupa, 

(nad.u 'lab lloo 8 ) 

llal'Oh 181 1838 

At Seore-.rz Koraanthau '• a '-It ... tiD& he 
uked ltr. Upbam to toUow the d&J-bJ'-417 dne1opaeata 
1D the SBC with r••r.ot to ~-•rtoa Oorporat10111, 
bepiD& h1a and Ala at&llt 8eoretal'J' !'atlor adrtaed. 
Bl aatd that he -. •aot at all aattatied with 11bat1 a 
aoiD& on, • and that • lrftl'J' ttma I take a llibble at tt, 
tt seta wor••-••11• worae.• 

- II O'.l' ii -

DuriD& the monthl ot .T&DU81'7, PebN&J7 
and MarCh, thare Yel'l a auabel' ot ooatereaoea 
between repreaan-.UTea ot the Trw.llll'J' IUI4 
the SBO with :r.apeot to the pi'O .... tor SBO 
aotioa ap1nat Trana•er1oa. 'fhe1'e -" &lao 
a -ber ot •••tiDal between tbl rapreaanta­
ttna Of the T&l'lOUI banlr1D8 acanolal to &aHa 
Upclll a HO-elldat10D Oil jp'OUp Mplr1D& to the 
PHiident tor 1Dolu1CD 1D hia -•aace• J1aD7 
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-ONJI4& were prepaHCl bJ oaoh o~ 12M ..-­
oloo OD 12M ~aot dW&Uc with reopeot to 
pooup llenlc1111 aD4 ._ ·~~oo1: o~ tbo cua .. 
BUl aD4 other propoll&lo. 

IW>lD& tbio pe1'1o4 al.eo 8eore\uJ llor­
sont.bau 1J14.11Nd ~•17 •• to tbo proaro .. 
'bo1J16 11ade bJ tho O.Wtrollor'• o~noo with 
roopeo1: w tho 8&DII: o~ A.erioa M .!I'. a. S • .A..J 
\U"Socl that tbo 0\U"Nnt report o~ •-1nat1GD 
'be upoc11tod and that 4b1&S.D4 4awo 'bo 
-tCibocl. 

oOOOOo 

Ul. llay '· 11138 

lAtter ~~ .A.. P. Gt•nnb! w .A.oUq Ca.p­
trollor D1SP c~•'n'ns a'bCIIlt "a1eropro-tat1on 
o~ oondit1CIIl o~ BaDk o~ .taer1oa M . T . a. sj.A.. 1n rooont 
roporto o~ tbo llat1ona1 BaDk ExDJ.ner. '((l:Adex Ta'b 
llo, II) 

1S, Jll1:r 8 , 11138 

Eltoorpte ~- •••randua prepered. bJ Ill'. 
Upbua ooYOrins •••tins at 10 aao .A..JI. o~ Jlooor .. ~a7lor, 
D1sgll and Upb.a with tho Sooro-.rra 

"Ill". llorpntbau oa1cl that he wu doll: 11114 
tlred o~ beal'ins a'bov.t Ghnntat and tbo Goi'IIIUl oreclito 
and tho taot that he wwl4D 1t clo 'lbat tho ec.ptrollor 
wantocl h1a w clo aD4 aaid tbet he thouabil tlw Cclllp­
trollor •• o~nco Olllht to bond) • 1 t w1 thou.t 'brhs! na 
11; to him. Bo upreooocl tho oplnioD that tbo people 
1n tbo CG~q~tro1ler 1 • ottioo and tho PDIO •• woU ftro 
"oiooioo, " or tbo7 WCIIlld clo -•thins a'bou1; it. Bo 
aa1cl that he ~olt that Mr. Ghnn'n1 -• awt'lll.l7 .art 
~ hio oc otall4polntl 'but be thollaAt tho 'bank 0\lpol'­
rtooro 0\&Cht to 'bo oquall7 u .art. Jll', Jlorsantbau 
pYo •• h1o of'tbepd op1n1on that tho BaDk oUSbt oi tlwr 
to lnoreaoo ito oapital. or Olltl ito cl1rt4anda 1n hal~ • 

••• 
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1:1. Julz 8, 1~ - ceotlmlecl 

"llr, Jlorgmtn.u ll&id on aeoond thou&ht that 
he was 1nol1ne4 to the Yiew *bat the CaaaptroU..r OUFt 
to tnaiat on the Bank t;ak1»g -.t~at;anr holae-o1een'ng 
atepa were telt to be neo••M1'7 &D4 that it tbeJ cSo, 
he would the treat th• juat like an7 other bank aJI4 
-.ree to RPC aone7 going into the Bank on the ••• 
buia that tbe7 put it Into other lnatitutlona. It 
not, he add he woul.d peraoll&l.l.7 be 1no11ned to •au 
at111 until Bell tr••••• oftr 1 before doing an7thing 
1n the wa7 ot permitting a4d1 timal branohea, In D7 
••ent, he aaid he would make no praaaiaea on branohea 
but let them OGIIIe to ••• ua 'llhlll the7 haft OC~~Wlled 
with our requlrcanta, 

"Mr. Upbaa rc1D4e4 Mr. Korgenthau that he 
had raqu .. ted the Caaaptroller 1 a ottioe to bring 1n a 
progr• ot m1n1•>aa that the7 wou.J.d lnaiat upon. Mr. 
Digga aa1d that thia progr• -• not read7 but that it 
wou.l.d be 1n three or tour weeka 'llhan the latest report 
ot ~ination 00111ea in." 

14. September 1, 1938 

Memor&Ddua by Mr. Polgar ot hla oonterenoe 
w1 th Ruaaell G. lklttl, Vioe Preaident and Caehler 
ot the Bank ot .America, with reapeot to the -jor 
examiner oritioi-• ot the bank, v(Ind~ Tab Ho, 10) 

15. S.pt .. ber 8, 1938 

Aoting Oaaaptroller Digga r•oo•enda to the 
Seoretuy (at hla requeat) that the diVidend rate ot 
the Bank ot .AMrioa be reduoecl trcm 19." to not 
oyer e~J that the bank obarge ott praapt17lo•••• 
eatialatecl b7 -1n•r• 1n atlai-annual. -1nat1oo•J 
that the bank diaoootlmle the praotloe ot trans­
tarring other real eatate to attiliatea b7 .ubati­
tuting therefor the tom ot oontraot now 1n uae{ 
and that the bank be g1:nn 11tj,Sl it an7 mthor ty 
to operate a4ditional branohea til ita oonditiOD 
baa been material17 :!mplto't'ecl, (Ind~ 'fab Ho, 11) 
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.. 0 ........ to 8-Mn' llol'pl!.~ tr• v-. liPloni.rorterillc ~ .~ .. ozolt1ol•• ~ 

tll.o Buk at erloa 1A ~-""' ntns ropona alMa 
Ua I'O~tnl 1A 1~. (Iadu 'lab Jo. U) 

17. l!ptealla' u. 1838 

••orandwa b7 ~ 11Plon7 roYlftlD& the 
OOI'I'OapCIIIdODOO tllo wlth tho Bank Of .Aaorloa fi'C* 
1~ to las&. (IJIIUx 2ab Jo. 13) 

18. 8opMaber U, 18a8 

Aot1ng a..pt;rollor Die&• lntorao Upham i:hat; 
1;bo Balik ot .Aaor1oa J,T, a: S.A. wlll hold boai'Cl ••••­
lag 1n Loa Alaloleo on SopMabfto lith at 'llhiob tS.O U 
1o upoohd d1Yl4ond aOt101l will be taka, 

18. S!pMaber 13, 1838 

DoPilt7 Ocllq)bollOI' Ooup makoa 4otallod 
rop17 to A, p, Otenntnt '• latter of Ka7 lith -­
plaln'ns a~t ezeetn«r•o «r1tlo1.... aotora to 
"aaso azooatod b7 "'"«rOlla loano to attlli.atoo, tho 
aaao ot real odato hold d1root17 and 1Dd1root17, 
tho UJI4or=oo.plta11aod -dit* ot tho 'b&Dk • • • 
ond p&laODt ot d1Y14ado at azob1tant ratoo, • 
boaldoa ~ other dotaua. (IDdu Tab ••· 14) 

20. 8opteab«r 13. 1ea8 

At a aootlnl 1n 8oarot&r7'• ort1oo d 'llhiob 
Ohalraan Orot1107 and .lotlns Ob&Jawl aana• wore pro­
oont, 1t waa 4oo14od to oeDd a .....was tole..,_ pro­
toatlag d1wl4ond to bou4 ••••lag of Bank ot .a-rio& 
J,'f, a: S,,l, Jlr, OroWlo7 ezprouod b1aaolt U 1~ 
1n tawr ot tbo tolocr- wbioh h.a bo• ....,.....s and 
~ad that tho tbHo bonlr1ng acono1oa oooporaM .. 
liPIDS abol&t; OOI'I'OotlOIU Sa 1;bo buko Mr. •an-
oald t~~a• 1t ho- tbo aa ... '-7 ot tho :~~~:I! 
ho .-141 toU.W ~ roe 'aU• ot tha '4 : tro or 
of tbo OlirND07 afteio ho W .-l:no4 1t and r .. ,..., 
tu oonol1la1aa tba. 1t ... 001'1'80\e .. aal4 tha • 
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20. Sopt.._ la, ~N8 • Coat1nnM 

s...-• .. ~ hdual. .. ._ Boal'4 ... ~1 ~\Mll­
olal. aDd 11&7 llo oal.l.-l Ul*l later w al\ u ~· 
1D a S.otlOD 80 pi'OOMar01 he WOill.d DOt 11lcl W U• 
o14o 1D adftlloe ..m.~or tho waa1D& wu ~uaunect • 
. U tbla ••tiD& Jlr, Ran•- wu wl4 bJ S.ore\UT 
xorscthml aliCNt tho relatlOilahlp o~ \he ~ 
o~ \he Boa1'd o~ \he hderal. Beaarn BeDk o~ SaD J'ND­
olaoo to tbo BeDk o~ .Uaerloa and ita ~~111atoa. 

21. 8!pt.iber lll. lga& 

WU'IllDs to1epw~ aent o.,... tho alpatun o~ 
Aot1Ds Collptroller ~ Bza•t11er Palaer'ID bo read 
to the -•Uz~c o~ the o~ DlJooowra ~ ~ Bank 
o~ .Uaer1oa w.or a. s .A. ID4u 'fab wo. 18) 

22. S.pt.lber u, l.lila& 

-.ozoencb• ~- Jlr, llalloa to Seozoetar:r Jfol'­
smtbau ri th roapoot w t:ranan1 ttal ot roporta ot 
exmntnat10I} ot tbo Bank ot .Amer1oa N. 'l' . & s • .a.. to 
tbo SEC, Y{IDdelt 'lab No. 16) 

23, Sept•ber 16, l,ga& 

Letter trc. .t.. p, Ghnptnt to AotlDS c-p­
troller /ni.,.,. proteat1.ng \he toleszoea ot Sept.lbv 
llltb. ;,'(iftdU !'ab No, l't) 

u. S.pt.b«<' 18, lga& 

x.-,ra,.,•• trooa ~· Upbca 1D 8an pranoiaoo 
to Sooretar:r llorpntbau. \I(ID4u 'l'ab Moe 18) 

2&, Soptaaber 16, 1038 

At a -•tl.n& 1n the S.orotUT'• o~noa, 
Cbd•m .Ton .. aa14 •tt 1a a!laolJlto~ nooeUU7 to 
oODYil:loo the Bank ot aerioa ··n:ent that - ·-
buaue .. •J and that "I ~mow the ot a ahop he'• 
sot, Ho'• sot a k1D4 o~ •ear ••••·" ••• "It'• time 
to turn OD the aorewa. • At tb1a ••• ... t1D8 ~ 
S.orotUT :Banoa told \he S.oret&1'7 "I ao r1pt al.OIIi 
with J'Oil•" 
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ee. 8!J!t~r eo, 1~ 
hlepwl .trc:a L. •· 01enn'n1 to Aot1Dc ~­

b'oller Di.ga batorC.lli h1a that ~ benk ha4 req~~ea~ 
a hM1'1Jic be.tore the BoU'd o.t Oonrnora o.t the PedeNl. 
Reaern a,. tea. J (II:Idex hb Jo. le) 

8"1. S!pt•bft' 81, 1N8 

••ol'Cldua .tl'OII Kl'. U)lbaa to Mr. 011pbant 1ll 
'lllh1oh Mr. Uphlm atated that CD .allJ oocaa1ona, between 
Karoh 1~ aJI4 Sept.-ber lea&, t!w Seoretai'J ha4 aall:ed 
h1m to 1aqll11'e about upeota o.t tbl Bank o.t Allel'1oa 
a1t\lat1on and to preaa .tor act1on baaed on ezntn•tlGD 
reJIOI'ta. UJIOD IUIDJ oocaa1ona Jlr. Upbul lll'oupt thoae 

. J'OCIU••ta to the attentlGD o.t the 0CIIIIPtl'oUer1 a o.t.tlce. 
v ( Il:ldex Tab •o • 80) 

as. septeaber 21, lea& 

M-an&!r prepuoed bJ Olarenoe P, 3111th .tor 
Secretei'J xol'&enthau re'l1ntng the relat1onah1p o.t the 
c.ptrouer•a o.t.t1oe nth the Jle.nk o.t Aael'1ca .trca lSIIIS 
to date. y(ID4ex hb llo. 21) 

ae. S!J!t•bft' e~. 1eaa 

Letter to eaoh 41Nctor o.t the Bank o.t Alller1ca 
.trc:a Acting Oo.&~b'oller D1Ua 0\ltl.lnlng ttw11' peraonal 
11abUltJ •• 41reotora. _.Aliidex hb Mo, II) 

~. s!Dteaber a~. 1eaa 

Letlter to each 41Notor o.t ttw s.n1t o.t Aael'1oa 
.trca Aotlna Oo.l,ptroller D1a• .-rlalng the ol'1 t1olaa 
1ll the lateat report o.t exa.lllat1GD. Letter re.tera to 
•enr-1Dcreu1q 1U-~11ed 41T14eo4a • • • .troaen llll4 
11nb•nQJ!le uaeta • • • ~te reaerna • • • aD4 
un4arOQ1ta11aecl oCD41UGD•J •' arlaea ex.liner ol'1t1-
ol .. 1ll •~ 4ataU • ./ (IIIdex hb Mo. Ia) 

&1. s.p~ n, 1N8 

Kl'. Preot1aa, D1atl'1ot Cb1e.t ~11lft' 1a au 
Prano1aoo, tole~ Cble.t ltuldaer ._laW tbat tibe 
oamter o.t the benk ha4 au.aeated that Kre Prent1aa 
call oa .a.. p, a1-1pt .tor a •aatla.taotiOI'J ~ent• 
ot t!w 4Uftlllllt1ea. lire h'ellti.aa ... 1aatruote4 not 
to ~oh Kro Ohpntat • I (,...,U ftb lfoe 86) 
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ll2e s.pt.'ber ao, 1~ 
•-rudlw tl'CM lire OllpbaDt to lire ~. 

a4rta1Dg that the t elosr- ot Septa.ber ~ aaa. 11b1ob 
na read to the 8ov4 ot Dlraotora ot tho ~. oODat1-
tute4 a autt1o1ent warD!Dg t o oorn aa a ~1a tor 
oorti!Jinl the fiota with rotorenoo to tho 4ool.arati­
ot tho 41rt4tllo4 t o t ho Boar4 ot Oo1'ornora ot the 
Federal Roaorn S7•t• rmder Section liO ot the Benld•& 
Aot ot llllllle lin aonoral letter ot warDing aont to 
tho 41reot oro ot t ho Bank llbould treat the telearu 
ot Sopt.bor 1 3, 111&8, a• a warn1:A& with rotoronoe to 
tho declal'at1- ot tho 41't'14ande /{ID4ox Tab lfoe 26) 

lllle Oct ober l, 1~ 

Letter recoi1'e4 trcw aooretal'7 ot board atating 
that a c~tteo ot nine 41Hctora ha4 been nuae4 to 
renew t nt , :o""'m1oat1ona trcw the Ott1co ot the ec.p.. 
troller. (ID4ox Tab lfo. lUI) 

Me Ootobor ll, 111&8 

Letter, and· ccloiiiU'oo, to the CCIIIptroller ot 
the Ourreno:r a18J1e4 b:J 20 a-.boro ot tho board ot tho 
bank. s trongl:J ori t1o1ae4 the prooodllro ot the CQIIP­
trollor'• othoo 1Jl aoDdiDg oritioal w " 'oat101l8 
conoemh& the bank to 1ndlrtdllal. 41rootora rather than 
t o t he board aa a unit. ~c.h prooeduro adrtaod per­
eOlia not oo~mooto4 with the bank ot tho critioi••. 
ID41cate4 that pro•• rol ... ea umounoing the 411'14ell4 
bad been 1anod botoro tho toloar- b:J tho Actina CGQ>­
trollor -• road t o the board ot 4iroctorae D1aaaroe4 
with tho orit.Loi ... 1Jl Kr. D1aa•' lot tor ot Sopt•bor 
83 (abo1'0) • .T(I.Ddox 'fa!) llo, B't) 

35, October 87, lila& 

Letter tl'CM Ill'. Bocloa to the socrotal':J trana­
a1tt1ng a·~ o-.-ing tho prooocturo to ~• 
bank cUll'Ootora -...r aoct1oD liO ot the Banld.q Aot ot 
le&&e lire Booloa 1.nd1oate4 iha;r: wou.l.4 bo a a1atoko 
to proooe4 1liD4ar S.ot10D liO bo o ot the poaoiblo da-
la:J and ocwpl1oato4 prooocturo. ( IDile& ~ iio. 18) 
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36, October 29, 1938 

Letter from Mr. Buaaell G. Smitn, Vice Presi­
dent aD4 Caahler of ~ Bank, to the Comptroller dllcwss­
lng cert&1n itema in be report of ex.m1nation completed 
September 16, 1938. (IDdeJt 1'ab No, 29) 

37. October 29, 1938 

Letter trom ~~an Crowle7 to ~troller 
Delano outllning cblef weaknesse1 ot Bank ot America aa 
uen 'tiy FDIC, They are: Large volume ot real estate; 
~~mall relative net sound capital; unaound relatione with 
affiliates; unjustifiable expana1onJ unwarranted dlvl­
denda. / (Index Tab No, 30) 

38. November 3, 1938 

Letter trom Acting C~troller Upham to Chair­
man Eccles 1tating that the general coun~l ot the 
Treasury il prepared to diacuaa Section · procedure 
with tbe Federal Reserve Board. atatf. IndeJt Tab iio. 31) 

39, November 5, 1938 

Memorandum trom »r. Duffield to tbe Secretary 
advising ot Kr. Duffield'• meeting with representatives 
ot the Federal Reserve Board to diacusa tbeir activities 
in the Trana~~merica matter. .U.though the Board had 
warned Tranaamerioa, the corperation ha4 not oanplied 
with the Boarcl'a requ1re~~~ent that it either (1) o-se 
to be a bank holding company, or (2) divest itself ot all 
interest 1n securlti•• canpanies, It no plan were pre­
sented by November 29, the vice president ot the san 
Franciaco Resel've !:lank had beentinstl'uoted to investi­
gate and report to tbe Board.. "(Index :l'ab No. 32) 

40. November 9, 1938 

Lettel' tram Secret&1'7 ot the Board ot the Bank 
enoloaing copy ot letter from Caahler ~asell G, Smith 
to President L.0~~Giann1n1 clat.lng that the net sound 
capital ot the ~ had been ~roved b7 f2 million since 
Septtmber Wth. (Index Tab No, 33) 
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»oY""F 1!. lPH 

~ tra. Mr. DQ1't1old to tbo 8eore• 
tai'J, ngoatlng coordinated aotion ot aU tbl'oo bank-
1Dg agono1oa. v.doral Dopoalt Ilulu'anco Corporat1CD 
mould take the tll'at atop to tor.lnato tho Bank'• 
1.Daurance and the Federal Be .. I'Ve abou:Ld take tb8 
tirat atop to r.o•• the Bank tra. tho 87ataa. It tba 
Section SO proceeding b7 Comptroller to re.oYo dtreotora 
woro aucooaatlll., tho proooodinga b7 tho Podol'al Depoalt 
Ilulu'ance (/orporatlon and tho Federal Reaei'Ve owl.d be 
dl'op!*1• v'(I.ndox Tab 110. &6) 

»o...a.bor 1•. liaS 

Lotter tl'aa Cba1nun Bcolea to tho eo.ptrollor 
uaurlng him that tbo Board and ita atatt •&1'0 read7 to 
cooperate to the tulleat extent po .. iblo to ~odito 
the proper d1apoa1t1on ot ~ Section SO prooood1Dg 1.D· 
atitutod by J'OUP ottico,u ((Index Tab llo. a&) 

liOY!!DOr 17, 1838 

~ttor trom s ooroter7 Moraonthau to A· P. 
Giannini. (Index Tab lfo, ~) 

MoYaabor 17, l~ 

Conaonaua ot ban!rt na SJ'OilP .. otlng 1n UDder 
8oerotai'J'' • ott1oe 1l&ll that repl7 to letter ot OctGbor 
llth tl'ca dii'Ootore ot Bank abould atreaa f'uM ... utal 
pol.Dta 1.D Oo.ptroller •a poaition and that a aoro da· 
taUod letter ot W&l'n1.Dg abould be propOI'od and aont 
aa aoon u poaaib¥• thereafter, to roach the Bank botoro 
tho on4 ot l~. I (Indu Tab llo. a7) 

Mo•ebor 1~. 1838 

Lotter tl'oa Socrotai'J' Morpnthau to ChaU.U 
J:\oo•&)aa tranai tt1na/ report a ot o:uainatlon ot Banlc ot 
America ~.T. & S.A.~ (Index Tab Jo, 38) 

!lov•bor 111, 1~ 
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,7, Bov.aber 21., l.e38 

Mr. Upham tranad.tted to Secreta17 lforaenthllu 
t' propoaed repl;r to dil"ectore of Balik of America. (Index 

Tab lfo, :~e) 

•a. Bove.ber 2S, le38 

Letter troa Comptrol.l.er Del.ano to directors of 
Bank agreeing to & oonterenoe 1D Waeh1ngton nth repre­
aent&tiYee of banlq t.l.ao cont1m11Dg to 1De1et upon (1) 
proper at&Ddarde of ~·nk1ng practice, (2) a reduction 
1D the percentaae of orit1oieed &eeeta, and (S) an 1D­
creaae 1D oap1tt.l.~t1o. Coneenation of earnina• wae 
alao mentioned.,/ (Index Tab Bo, ~) 

- BOTE -

During thie period aevert.l. dratta of 
repliee to the l.etter of October 11th, signed 
1Dd1viduall;r b;r the director• of the Bank of 
America lf.T. & s .A. were prepared. Saae of 
them included a tol'IUl. warn.1ng under Section 
30 and acme not, 1t being felt b;r aaae of the 
atatt that the WU'D1ng letter ahoul.d be ~-
ate. One ot theee l.ettere 1Dit1t.l.ed b;r 
lfeaara. Oliphant, Pol.-r, Folaer, Uphlm, lful.-
rone;r, Barae, Kane, Robertaon, SRith, Sedlacek, 
Sherbond;r, T1etjena and Xell;r, ...... to be eeot 
it no repl;r to Comptroller Delano'• letter of 
Hov~ber 23rd ...... received within a reaaonabl.e time. 
In the meantime it ...... l.earned that repreaanta­
tivea ot the bank woul.d be here for a contarenoe 
on Dee-ber 8th, 

ooOoo 

•e. Bovember 23, 1938 

Letter traa the S.cretar,. to Mr. Dougl.aa, oon-
eent1ng to the wpubllo ottlolt.l. uae" of the 1Dtor.at1an 

j 1D the report• bearing on the al.l.eptiona 1D the SEC 
order. Th1a action ...... aupporled b;r op1n1on or OCNDael, 
(Index Tab Bo, 41) 

n 
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110. Jloy-.lJer 8~. l~ - Dec•ber 7, 11138 

eo.ptroller • e otfi ce prepare• aaeuda tor meet­
ing with repreeentatiYea ot Balik or America. Short 
aaenda include• s-diate elimination b7 'l'l'anamerica 
and atttliatea ot approxt.atel;r fl&,ooo,ooo in aaaeta 
purchaaed b7 the bank; bmk to aSHe not to write up 
on ita book• nlue ot aaeeta; el1m1Dation ct other r.al 
eatate and real eatate oontraota within 5-;rear period; 
oeaeation in the expandon program ot Bank ot .tmerioa 
and Tl'an .. mer1ca; oonaenation ot earninga; inoreaae 
in capital ot f50,000,000 at cmce, Major •phaaia waa 
to ~ placed on the laat three itema. A441tional de­
taila were oontained in a teol:mioal •1oq aaenda. • 

/ (Short .AaeJlda Index Tab lfo, .S) 
{Loq .Aaenda Index Tab lfo. -&:1) 

61, November 85, 19~ 

j lleeting ot the banking group in Mr. JfaJ1.e•' 
ottioe, (Tab No, 44) 

58, lovember 28, 1~8 

/
lleet1Dg ot the b•Dlr,DS poup in Mr. Ranoa• 

ottioe, {Index Tab Boo 46) 

53. lo.,.aber 89 and Bovcber 50, 19~ 

111,81Dor&Dda tl'Ola 111'. Duttield to Seoretar7 
lforsentllau"' {Index Tab Bo. 46) 

M •• December 5, 19~8 

llemorandUIII aett1ng torth the opinion ot the 
COJ!aPti'Oller ot the CUrreno:r with r eapeot to the torth­

./oClllliDg conterence with otticer• or the Bank or America. 
(Index Tab lfo, 47) 

55, December 6, 19~ 

Letter to Bcclee. Ca.ptrcller Delano adYiaea 
Chairman Eccl .. ot the major potata ot oritici•• IQIOD 
wbi.ah he hope• to set aubatantial acre•mt in -­
terence• with the Bank ot ~ioa repr.aentat1•••· !be;r 
includes ceaaation or e~a1onJ oo-111on or 
O&Z'D1.D&•, with d1Y1d8JI4a not in exoeaa or ~~J el'•'"•· 
Uon ol other r.al • atate• aD4 real eatate oontraota with­
in ti.,. ;raara; 1Aci'8Ue in o~ital b7 not leaa than 
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155. December e, 1ess - Contlnued 

ta&,OOO,OOO 'b7 \he aal.e ot nw etoo.k ail ODMJ eHw1na­
t1on 'b7 ~-rioa Corporation and ita att'111atea td 
approxia tel7 fl6,ooo,ooo in uMile 1lleaall7 puoobued 
'b7 the banltJ and....r-edi&te elSaination ot ~el'ioa 
u oeMiYe loaD. ( (~ 'fa)) ••• 48) 

&&. Deo•ber 7 , leSS 

Cba11'1Dan orowle7 intol'Jila Ccaptroller Delano 
ot major col'l'ectiona whloh bank llhould lUke, 1'he'7 in­
clude: f60 1111111on s-ediate capital 1norea•eJ eon .. na­
U on ot e&l'lliJiaa with d1Y1deDd po11c7 aubjecil to appron.l 
ot CcaptrollerJ no e:zpanaion ot -ber ot ottl~!Jn!ro-
P'• tor e1Sainat1on ot •other real eatate• 1 el tion 

~
lllller1oa ot a .. eta Ulepll7 purol:I&HdJ reatrictlon 

o credit extena1cm to Trai:Laaael'ioa an4 attlllat ... 
du !a)) Vo. •e> 

67. December 8 to Dec•ber 1.5, le38 

Ver1oua conterencea were held between Prea1dent 
L . K. Giann1n1, Vice Pr .. ident w. :a. Blauer, an4 Vice Preei­
dent and C&ahier lblnell G. Sll1th6o!:!,;":"troller Delane 
and other GoYer-ent ott1o1ala. te~; teahnioal 
.. ttera wre diaO\&aaed in oonterenoea w1 tli et J:r•1ner 
FoJ.aer and Aaahtant Chief Rxwtner a.lW:l. 

58. De~r u. 1eae 

/ 
Leilter trc:a Cha1rlun Jon .. to L . x. A'e•tnt 

agreeing to tinanoe preferred atook propoe. -{!'Hu 
Tab Ioe &0) 

ee. Deo-ber u. le38 

Letter trc:a Cba1JoMn .lonea tranc1tt1Jia letter 
to ea.ptroller trc:a L. •• Ghnntnt .w.ttti.na ae.oran411P 
progrea ot 17 pointe that he &peed to preact to hie 
Board with hie re-cdation tor \hell' eooeptanoe. l!alor 
pel"il ot proazo- •• e:v••ent to •etteot and reucmal»l7 
uintain a aou.d capital aW!lohH lla'f'1n& a ratio to ite 
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59. Dectaiber 1.5. l.9S8 - Continued 

entire depoeUa ot 1 to 10•1 to tu.rntah aa 1111oh IIMi­
tioaal. capital u -Y be required tor thia N.tio aa de­
temSned by the C0111ptroller ot the <brrenoy attar the 
reault ot the exem1n•tion then in progreaa, the Board 
be1D8 hee to declare a aci-annual d1YideDd 1n llaroh 
19&9 proYided atepa have been taken by the Bank to in­
oreaae ita oapital aa ntl1ned aboYe, the increased 
capital to be paid into the Bank aa early aa practicable 
but 1n no eyent later than June :501 1939. lo d1Yidenda 
to be declared attar June :50 19391 unleaa the aound 
capital atructure beara • ratio to entire depoaita ot 
aubatantially 1 to 10. V (Index Tab No. 51) 

60. December 17, 1.938 

Kemoran4wa hoa Kr. Foley to the Secretary, 
making certain objections to the progra111 worked out 
with Kr. L . M. Giann.1ni by certain adai.n1atratiYe otti­
cera, and indicating that the General Counael'a ottice 
had not particip.ted in the negotiatione. Kr. Foley 
pointed out that the propoaed agreement would have no 
binding legal ettect aa4 that there would be no way ot 
entorcing it a1nce it implied that no letter ot warning 
would be eent. 'l'he agret111ent would wa1Ye the dividend 
warn1D8 contained 1n the telegram ot September 13, 1938. 
In 8ddition the propoaed agreement ignored c.rtain 
UlesaJ. aot1rtt1ea engaged in b:y the Bank • .I'(IDdex Tab 
No. 62) 

61. Deotlllber 22, 1.938 

Letter .troa CCI!Iptroller Delano to L. 111. Giannini 
atat1ng that Coaptroller cannot bind h1a ottio1al action 
by &gretlllent and stating that he 1a glad to know that Mr. 
Giannini belieYea program outlined WiLl be aooeptable to 
the Board ot Direotore ot the bank. /( IndeJt 'fab No. 53) 

62. December 23, 1938 

~ ahoWing orpniaation o.t 'franaamerioa 
Corporation. (Index Tab lo. M) 
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es. Deoe.Mr 31, 1!!8 

Lettlor to Oa!Qtroll.- t~ L. •· GS•M'nf otat-
1JI& that Deo-.bor 16tb •-0'\1• -• not ot Ill'. Gl•»nSDS 1 o 
.utlb0roh1p 'llllt -• proparod In tho ottloo ot tho aa.p­
trollor. Jlr, Gl-'nl ropoetlod that ho woald P~.ad 
M the Bou4 that! tile Bak ~ tlo tltllow tlho pro­
..- wtllllod In tho a..ON,&.,;,, V(Jadex !'ab •o, 16) 

64. J!I!I!U'7 u, 1~e 
Letlt.- o1&D04 bJ L. •• GSonnfn1 t o Ccaptrollor 

Delano otatinl5 tbat at a IIOH1JI& ot tha Boal'll on .18Dlal"f 
l.ftb, 1lpOil h1o roo •'"'•UOID tbo Bou4 authorlaod the 
• •noa•mt to tollo,r tho procr- outliJMd In tho •-1'811418 
ot Deo•bol' 1Stb.,.,..,-(Index 'l'ab llo. &e) 

65. Pebl'I!!:Pl &, 1e:58 

·-Nnc'ua bJ Jlr, U .... to CcaptrollOP DelaDo 
In ro appl1oat10DO tor llran4lhoo at Galt and C•pboll, 
San J'l'allolooo, C&l1toJ'Ida, Y (Index hb ••• W7) 

66, Pebl'll!!'l 16, 1~e 

Jlr, Han•• ••wan41111 to tho Soorotlal"f In N 
ourront .udit ot B.u: ot .laorloa. V(~x 'feb •o• &8) 

&7, PObru&rJ 1?, 1!!8 

._ran41111 t'Poa Jlr. Po107 t o Jlr, De1aao, po1At-
1JI& out that Jlr, Delaao alpt dooiro to pn _.14oraUOil 
to tho quot1ca o.t wts.th.- tho a.llk ot .t1aoP1oa wao to bo 
W&Pilo4 botOPo tho 4ato tor tho bo&rd ot dirootoro I •ot1JI& 
In llarabi at whioh a n .. cUrl4on4 would proMb1J' bo do• 
olarod. "' ( IMox 'fall »o. 68 l 

68, Pobru.ary 80, 1eae 

Lett or t'Poa a.ptl'ollor Dolaao to L. •· GS ennSal 
oteUq tontatl YO ti&lu'oe ot Olll'l'Oilt Oli:PIII1nPt101l Obow 
nooooolt,./ tor oepltei SAOI'Oeoo ot ~ a1Ulon to fS8 
alllloa,!l (Indax Tall )lo, &0) 
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69. Peb:ru!l"l 21, 111311 

'rwo a•or&Dd'laa, both initialed b7 Jlr, 'ftnu'!llan 
Arnold at the Depazotaect ot JllatioeL ot a oontarcoe 
ot Jlr, Arnold with lleaara. De~o, .rol.,. and Sblll'bCIIId7, 
to adrtae h1a ot t aota ill the Bank ot -.rica aln&tion 
which Jlligbt ill't'Ol't'e orsasnal Tlolaticma, Jlr, .ll'DOld 
acr•ed that it ~eared 11ladT1aable at that tS.. tor 
the c-ptroller ot the Cllrrenc7 to rater toraall.7 t o the 
J>epartaumt ot Juatloa &Jl7 poaaible cr1m1D&l. 't'1olationa. 

((Index Tab No, 61) 

70, Jl'abruarz 26, 11139 

Latter troa Cb&J.l'lllan Jonea to Prea1dent Ghnntns 
ill turtheranoa ot «>llterenoa between th• and eo.ptrollar 
De~. Giannsns told that RPC will lead to atockbol dera 
ot Bank ot AMrioa a<>Jle7 naoaaa&1'7 to enable t.baa to 
11\lbacrlbe tor an7 illcraaae 1ll c..pital atock datenliDed 
upon and 9Pl'O't'ed b7 the Cclall'troll,.ar • Praterl"ad a t ook 
to be&l' •~; loana to be at 3t~· "tiD4ax 'l'ab lio , 62) 

71. ll&l'ch 7 , 111311 

Latter ai.gJled b7 Prealdent G1enn11l1 to c-ptrollC' 
Delano objecti ng to prosr• outlined 'but/ atatlng w111-
1Dgneaa to tollow it ou.t neYertbalaaa • .,-(Index Tab No, 63) 

72. ll&l'ch II, 1939 

ll•or•"""• troa )lr, Sberbolld7 (tbrough •r• Pol.,. ) 
to Mr. Wenchel, adrtalng h1ll ot oartalll taota ill the 
llaDk o5 Jaerioa a1tuat1on which mi ght illYol•• tax awid­
ance. (Index Tab No, S.) 

73 , ll&l'ch 9 , 11139 

ter ot 11&1':• 7~~ 1 G~::;:;-~1 (~d:· Ta~~. '":6)'
11 

let-

7•, ll&l'ch ll, 11139 

Jlr,~l&er'e ••oran"'llll Oil the lataat report ot 
na•n•tioe. (IDaex Tab llo , H) 

76, llarch 11, 1918 

llr, Upbem' 1 acol'&Dilla to the CCIIIIPtrollar ill 
re the Bank'• late1t axa.inatioe and tba "oontraot•" ot 
Illter-Aa,ioa Corporation, Cal1tol'll1a Lalld1 and C~i tal 
C.::,.P&Jl7• (Indax !tab llo, 67) 
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76. llaroh l.. l~$ 

II_ND,,. 'b7 llro Upha to Cc-.tJ'Oller Dd•o 
atat1Ag it ott1oe app!'OYea d1Y1d.ud rate or ·~ on pro­
po .. d 1811uo or pl'otoi'J'ed atook, Trana .. or~ will be 
oDabled to not one halt or one per oont, (IDdu Tab 
lio. 68) 

7'/e llaroh U, l~$ 

D1rootora or bank appointed a apoo1al o~tt .. 
to work out dotaila or plan to 1noreaao oap1tal. SoaN 
alao Yoted ~gul.ar a-.1-annual d1Y1dend at preYioua rate 
or 18.2. vtlndez Tab vo. 6$) 

78. llaroh 16, 1838 

ll•orandua t'roa llr. ~tt1old to S.eret&J'7 llor­
a-ntbau on pretN'Hd atook plan tor Bank or .Amer1oa. 

v1In4u hb lio. 70) 

78, llaroh 18, l~$ 

Letter or or1t1o1M prepared buod upon report 
or oxam'nat1on rooentl7 reoo1n4. Cr1t1o1•• aubatan­
t1all'1 aamo u thoao or letter or Saptabor 23, l$38, 

80. llaroh 82, 1~9 

ll•orandua trca lire Upbea to llre ~107, re­
qu .. tiAg a l..-,1 opinion aa to Whether ~r1oa 1a 
a holdiAg oa.pan7 atfiliate or ~ Bank or .&aor1oa, 
1n Yi- or tho taot that Mr. 1\l. .. ou o. 8111th, V1oo 
Preaidont and Caahior or tile Bank, had intoraed ltr, 
Pol.aor that at the .T8.IlWIJ"T •••tiD& or the Bulk'• atook­
hol.4a..t,•• ~er1oa .ba4 'I'Oted tho Bank atook owned bJ 
1t. (IDdu Tab Ho, 71) 

81. llaroh 23, 1939 

.Another aor1ea or oonrarenooa 'bepn 'between 
ott1o1ala or tho BaDII: aDd Ohler ~1110r Folger with 
ro8&J'4 to the reoentl7 oo.ploted •zae1nat1eDe 

ea. llaroh ao, lN9 

lleaoreM• 1'rca llro Pola7 to IIJ', Del.aao, dna­
iDa that 1t lire lllaaaall G. aait.h 1a atat••t tbat 
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82. Karch 30, 1Q39 - Cont1Dued 

Tranaamer1ca bad voted 1ta Bank etoclc at the l.aat; 
aeet;1ng or the BanJc'• atockbo1dera waa true, 'lrana­
aulr1G& -• ~old1ng c01111pan;r att111at;e ot tbe a.nk 
ot .&aal'1ca. (Index Tab llo. 71, at;taahed to ll.J', 'O'Jib-' • 
a .. orandwa or Karch 22, 1Q39) 

83. llarah 30, 1939 

Mamorandua trc:a ll.l', Uph• to Ca~~ptroller ex­
preea1ng v1aw that 1n next; examination ott1ce should 
seek cooperation or FDIC, Federal Reserve Bank or s an 
Pranc1aco and borrow appra1aera trc:a l"a1''ll Credit. Ad­
m1n1atrat1on, B01111e Loan Bank S;rato.n and Federal Boua1ng 
Ada1n1atrat1on; &lao examination ahould 1nc1uda Trana­
amer1ca. v ( Index Tab llo. 72) 

st. Karch 31., 1939 

K• oran<hllll ot a conterence at; the Treaaur;r 
between Mr. Lou1a Perl'&l'1, Counael. t or the Bank, and 
)lr, Bu. .. el.l G. Sm1th1 V1ce Pr .. 1dent and C&ah1er ot 
the Bank, and .lleaere. Clarence p, &11th, James L. 
Robert eon and Donald J. Sherbon~, ot the Treaaur;r 
DeparQaent, to d h cu .. the matter or aei'V1e4 cbara•• 
b;r the Bank aaa1nat 1ta dormant a ccounta. Repreeenta­
t1vee or the Treaaur;r aade no caaa1 tmenta 1n the matt er 
and the repreaantat 1v•• or the Bank aareed that the;r 
would f orward additional 1ntoraat1on requ .. t ed b;r the 
Treaaury repreaentat1v••• 

85 . April. 3, 1939 

L . M. G1ann1n1 wrote Cba11'aan Jon•• that h e 
WOuld auaaeat the Bank increaae ita Capital tunda by 
~26, 000,000 and that he W0111d NCOllllleod to the direc­
tor• or Tl'anu merica thatm;r diVidend received on atocll: 
aubacr1bed t o by th• 1n exoe .. or the 1ntereet paid • 
t o the RPC would be r-.1 tted $0 the Bank. Mr. Giannini 
aaked ll.l', Jon•• to treat hia l.e";ter aa m a pplication 
t or a l oan or loana up to $25, 000, 000 1A l.1ne With ll.J', 
Jone s • letter or Pebruar;r 25th. 
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ae. April 4, 1~9 

Letter 1'1"Ca Mzo, Ranee to the S.creta17, 
tranmaitt1ng copiee o1' the 1'ollow1DS latter• with 
re1'erence to the propoaed ta&fooo,ooo loan b7 the 
RPO to the Bank to increaae iu ~ital and ad'fiains 
that a complete tile wae being tran .. itted to the 
Preddent at Wara Sprinsaa 

(1) April •• 1939 

Letter 1'1"Ca Mzo, Jonee to Mzo, Htn••, trana­
aittins the 1'ollowinsa 

(a ) P•bN!n as, 1839 

Letter t'l'ca Mzo, Jon•• to llro L. 11. 
G1•nn1n1, adYiains that upoa requeat 
ot: the Secretal7 o1' the Tr••W1'7 and 
the approYal o1' the Preaident, the 
RPO would lead to atockholdera o1' the 
Bank aona7 to enable the atockholdara 
to aUbacriba 1'or pret:erred atock o1' 
the Bank. '!he loan would be at 3t~ 
and the preterred atock would c1.rr7 
~~ 

(b) llaroh Sl, 1939 

Letter 1'1"Ca Mzo, Dou.glaa to Mzo . Jonea, 
adviains that the SBO bad DO objection 
to the propoaed RPO loan; and 

(o) April 3, 1~9 

Letter trca )bo, L. )( , Giannini to 
)bo, Jonea, ••lc1ng applioat10D OD be­
balt ot the Bank'• atockholdara tor 
a loan up to taa,ooo,ooo upon the tel'llla 
and o0Dd1t1ona outlined 1n )bo, Jon•• • 
letter ot Pebru1.r7 2&th, 

(2) April 4, 1939 

Letter 1'roa Mzo, Jonea to the Secr•tl.rJ' 
r•o-and1ng that the RPO loan taa,ooo,ooo 
on the pre1'erred atook o1' the bank, and &4-
'fiains that the uaual tol'Jial l'ec-endat1011. 
would be aent to the Secreta17 1n due courae. 
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86. !p£11 •· 1~3~ (Oonttoued) 

(3) April •• lQ3~ 

Letter troa Jlr, Crowle,. to the Seoret&r7, 
adv1a1JI8 tbat the propoeed 1.nor ... • in the 
oapital ot t.be Bank ••• in line with tbe pro­
P'- c1eveloped b'J the Cal!pti'Oller ot t.be Cur­
rency and t.bat the new capital '110\lld -ter1&ll7 
etrengthen the poe1tion ot the Bank. 

c•> April •• 1~3~ 

Letter tram Kr. Ranee to the ~ecretar7 
recommending t.bat the Secretary requeet t h e 
BPC t o lll&ke the loan. 

~Index ~ab No. 73) 

87 I April •• l~~ 

Letter troa Co.aptroUer Delano to secretary 
Worgent.bau outlin1J18 the procedure to be fol lowed 1.n 
financing the 1noreaee in capital and etat1ng that 
this is a necessary etep toward the ettecti.ng and 
JIIIUntenance or a ratio ot l to 10 . Mr. Delano gave 
as hi.e opinion that uaecauee ot the a aeet condition 
ot the Bank ot .a.erica, the eecur1ng ot theae addi­
tional tunde ia a very impOrtant and neceeeary part 
ot our pi'Og%'1.111 tor the iaprov•ent ot the capital poa1-
tion ot the ba u.k , 0 !/'(Index hob Mo. 7•l 

88. April 7, 1~~ 

General C~l'• propoaal relative to pre­
ferred e~ock aale. ~(Index Tab No. 75) 

e~. April 7, 1~3~ 

Under Seoret&r7 Ben•• adrteed Co.ptroller 
Delano that the Cc.ptroller wu to clear with the PDIC 
and the Pederal Reaerve the letter which Mr. Ot•nntni 
will be ukec1 to a1.gn and eeJI4 to the Cc.ptroller, stating 
thet u a condition ot &n'J' loan which tha BPC aight &aka 
to etoclcholdera of the bank, the bank would agree to 
declare no turther dividend if in the opinion of tha 
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&G. •pru 7, l8aG - cont1JIIlt4 

O~troller the PDIC and the Federal Be serve, the 
paJaont ot 8Uoh d1'Yidend wOilld impair the oapital 
etook ot the bank or o~1tute an unaate or un­
sound bank'n& praotioe. (IDdox Tab Bo, 76) 

90, April 10, lG:IG 

ro;a~att ot a letter f'ro. Kr. L. 11, 
Giaan1n1 troller a4v1a1ng that aa a con-
dition to the RPC l oan, the Bank WOUld agree to deolaro 
no turther d1rtdoDd 1t 1n the op1n1on ot either the 
OCla!Ptroller ot the Quoroncl', the Fedaral Bo .. l"Ye Board, 
or the Federal Depoe1t IJlauranoo Corporation, the pq­
aent ot 8\lch d1rtdend wculd 1apa1r the capital atook ot 
the Bank or would oonatitu.to an unaate or unaound bank­
i.ng praot1oe, .,....,.( Indax Tab No, 77) 

91. .April 12, lG3G 

ll•orandua trc. llr, Du.tt1el4 to Seoretar1 
Morgonthau objeJit1ng to the proot4ure 1n the Banlc ot 
America oaae. r(Index ~ab No . 78) 

. 112. April 13, lG3G 

M•orandua trc. Jlr, De~o to the SeoretaJ'l', 
d1geat1ng the crit1ci&IU ot the Bank aa ahown b7 the 
7eport ot ox•m'nation, dated Pebl'UaJ'l' 28, lGSG. 

_, (Index Tkb Ho. 7G) 

G:l. April lS, lG:IG 

Oa.ptroller Do~o aaked tho PRB tor their 
op1n1on aa to th1a procedure ~ it the7 wore prepu-.4 
t o ao~e the reaponoib1lit7• (IDdox Tab Ho, 80} 

H. April lS, l9SG 

.l .. iltant Secret&1'7 Bethea ot the PRB 1ntomt4 
0CIQptroller Delano that it oould not properl7 aa­
th1a reaponlibili~ and could not &i'Pro'Ye ot the pro­
cedure outlined. / (IDdox Tab Ho. 81) 

G5 . April lS, lG3G 

llro Crowl.,- a4rlaed eo.ptroller Delaao that 
he agreed With the pr1noiple ot oontrol ot d1v1dllllb 
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95. April 13, 1939 - Conti~ed 

pe.id b7 banke whioh are 1Jl m llllllatiatactcr,. coDdi­
tion and that the Bank ot America ehould reduce ita 
d1 Tided. He eaid he woul.d d1al1ke to aee the pro­
vhion aa to div1d811de be the r eaaon toj the .e.nk 
ot .AIIIerica not lucreaeing ita capital. (Index Tab 
llo. 82) 

96, April 14, 1939 

Letter frOID Kr. Delano to the Board ot 
Director• ot the Bank ot Jmerica diacueeing the report 
ot examination ot the Bank oo~leted Pebruar,. 281 1939, 

v(lndex 'lab No, 83) 

9'1, April 16, 1939 

Comptroller Delano orally utormed b7 Secre­
tary Korgenthau that Preeident RooeeTelt had approved 
change 1Jl proposed letter to be eecured t:ro.a L. K. 
Giannini el1m1nat1Jlg t:ro.a the letter the Board ot 
Goyernora ot the Federal ReaerYe Spt- and the FDIC 
ae agencies haTing veto power over tha docl&rftion 
ot fUture dividonda b7 tho Bank ot llnerica. V'{Inde::r. 
Tab llo, 84) 

98. April 16, 1939 

Comptroller Delmo aelred L. 11. G1&Dn1n1 to 
eign letter agreeing to veto b7 COIDptroller ot divi­
dend• on Bank ot America atock. Mr. Giannini told that 
Preaident deaired letter aigned aa ccmdition precedent 
to undel'WI'iting or tlJlancing ot lucreaaed etock b7 
RPC. Mr. Giam1n1 took e::r.oeption to the propoaal aa 
entirel7 unjuatitied, diaor1minator7 and evidence ot 
persecution. Mr. Giannini aaked a letter reciting 
the tact; that thie 1a a colldition i:llpoaed b7 the Prea1-
dant. ~(Index Tab llo. 8&) 

99, April. 16, l9l59 

Letter frOID L. 11. GiaDnlui to COJIIItl'oller 
Delano atating hie wiU1Jlgneaa to proceed with the 
pro8l'a outlined 1Jl Decaber but OID1tting Ul'J refer­
ence to the -tter ot nto b7 the COIIIptroll81' ot 
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99, Apr11 18, 1939 - Continued 

d1YideDda b7 Bank ot Aaeri~ and objecting to the 
t.poaition ot new conditione at thia time aa a 

.,breach of the mutual good fa1 th pledaed 1n Dec•ber. 
vf (Index Tab No. 88 

100. April 19, 1~9 

Letter trom Secretary Morgenthau to Jeaee 
Jon••· ~lDdex Tab Mo. 87) 

101. April 25, 1939 

Letter troe Caaptroller Delano to L. 11. 
Gi• nntnt 1ntor.ing h1a with reapect to publicity necea­
aary 1n publ1ahing financial atatementa a.a to divi­
dend rate pay&Dle on preferred atock and aubecribed 
price upon which dividend• baaed and repa,ment aade 
in event of retirement or li~idation of atock. 

Vcindex 'lab No. 88) 

102. llay 11, 1Q39 

In view ot preaa atatementa that L. 11. 
Giannini had aent telegama to Senator '!leper and 
Congrea~ Steag&ll requeating an 1nveat1gation of 
the Controveray with the Bank, at the Secretary'• 
requ .. t Mr. Bernard and Mr. Spingarn 1n the legia­
lative aeetion of the General Counael'a office took 
peraonall7 to Senator Waper and Congea•en Steagall 
copiea of the :o·~;~~in~~the caae o::f:_:~=;;. v. Daugl&• and 
Mahali~. !loth Li'YiDD:rovttd 
the actiona ot t he 'l'reUIU'J' Department 1n thia -tter 
and that they had not given &nJ' aerioua cona1deration 
to the telegN~~~S fl'()a Mr. Giannini. 
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October 22nd, 1937 

Notes Concerning the Bank o~ America National Trust and Savings 
Association 

1 . Sisni~icance to the Federal Deposi t Insurance Corporation. 

The Bank o~ America National Trust and Saving s Asso­
ciation had insured deposits o~ ~621 , 000,000 on May 13, 1936. 
This figure is more than twice the capital o~ the Federal De­
posit Insurance Corporation and gives some indication o~ the 
significance o~ the one bank to the insurance organization. 
No other single bank or ba.nking group of chain has as much as 
one-hal f t his volume o~ insured deposita , Most nearly compar­
able are Security First National Bank o~ Los Angeles with 
;,298, 000, 000 o~ insured deposits , and tlational City Bank of 
New York with ~241 , 000, 000 of such deposits . The insured de­
posits in the Bank o~ America N. T . and s . A. are greater 
thnn t he insured deposits in the 4 1 000 smallest insured banks 
combined. If this one bank were to f ail , the Federal Depeeit 
Insurance Corporation would be required to pay out a greater 
amount than if the 4, 000 smallest banks ~ailed simultaneously. 
In ~act, the one bank seems to be a greater problem than the 

· 4 , 000 small banks since it represents such a concentration of 
rislt . There is reason to believe thnt if 5, 000 new small 
banks with $200,000 o~ deposits each were to come i nto exist­
ence, they would not represent so great a ~inancial hazard to 
the Federal Government as does this one bank, 

2. Status o~ the Bank in California 

As indicated by the accompanying table, this bank 
is the dominant element in t he banking system o~ t he state . 

December 31, 1936 

Percent o~ Percent of 
0~~1cea total o~~ices total assets 

Bank of America N. T. & S ,A , 486 44 33 
Security First National 

Bank of Los Angeles 120 ll 15 
American Trust Company 

of San Francisco 70 7 7 
All branoh banks 876 83 85 
Unit banks 186 17 15 
All banka 1 , 062 100 100 
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The wide ownership of ita stock and the stock of Tranaamarica 
Corporation and the fact that it is the only branch system 
covering all parte of the state further increase the import­
ance of this bank. 

:s. Importance in the United States 

Even 1n t he United States as a whole the Bank of 
America N. T. & S. A. is the prime case of branch banking, It 
is the fourth largest bank in the country. No other bank carries 
on operations over so wide a territory or has nearly so large a 
number of branches . The only comparable institutions i n this 
country are t he two other large branch banks of the state of 
California and two branch systems of Oregon, one or which ia 
also owned by Tranaamerica Corporation. 

4. Condition of the Bank 

On Jwle 30, 1937, the total c~i tal account or thle 
bank amounted to approximately 7i per cent of the assets or the 
bank. This indicates that a depreciation of its assets by as 
little as 8 percent would more than wipe out the bank's capi­
tal and thus render it insolvent. Whether or not great alarm 
should be exproseed over this low capital ratio depends 1n part 
upon the nature of the assets which the bank holds . Consideration 
of reports of examination of this bank made by national bank 
examiners indicates that largo loans have been made to affili-
ates and other inside interests . Large volumes of loans are secured 
by the stock of the bank ' s holding company affiliate, which 1n 
effect reduces the sound capital of the bank even below the 
7~ percent figure . 

Moreover, in 1933- 1934 this bank had over $100, 000, 000 
of non-conforming real estate loans, and 1n October 1936 (date 
of the latest examination) this figure was still above $75,000,000. 
More than one-fourth of the real estate loans of the corporation 
do not conform to the requirements of the national bank law and, 
therefore, should be considered illegal loans. Approximately 
$48,000,000, or nearly half the capital funds of the bank are 
invested in bankin.g house,furni.ture and fixtures , (the comparable 
figure 1n 1933 waa $42, 000, 000) and beSide this it haa real 
estate other than banlcing bouse of $58, 000, 000 (including 
real estate placed in the hands of affiliates U:lder contract), 
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loans to a£filiates or $20,000,000 (exclusive o£ loans to a£­
filiates holding real estate acquired by the bank) , and loans 
on stock of Transamer1ca Corporation t o the extent of $8, 824, 000. 
Loans on Transamerica COrPOration stock increased from $7 , 800, 000 
to $9 , 400, 000 between November 1935 and April 1936. On April 10, 
1933, 22 percent o£ the loans of t his bank were to directors, 
of£icers and employees a nd to corporations in which they were 
largely interested, and 15 percent of the loans of the bank were 
still of that nature at the time o£ the latest examination avail­
able - October 14, 1936. On this date, extensions of credit to 
affiliates were 65 percent o£ sound capital . 

There is considerable evidence to indicate that dur-
ing the rise in bond prices in 1935 and 1936 this bank followed 
the practice of writing up its securities to market price. In 
part this was done by eelling ·securities in the market and buy-
i ng new ones at the same high price level; but in part values 
were simply mar ked up on the books of the bank. Records in the 
office of the Comptroller of the Currency show tha t in 1935, 
government bonds were written up $5,000,000 and mUnicipal bonds 
vB, OOO,OOO, and that in 1936 further write-ups of $6 , 0001 000 
occurred. During these same two years some $14, 000, 000 of pro­
fits were realized from sale of securities. Thus, in the two 
years, some $28, 000, 000 of "profits" came £rom the bond market 
boom. It would thus appear that at the beginning of 1937 when 
bond prices reached a peak, the Bank of Amer ica was carrying 
its bonds at practically market price . If ~lis is the case, 
then t he decline in bond market prices during 1937 must leave 
the bank with its bonds valued £ar above current market price. 

On December 31, 1936 t he bank held $461,000,000 o£ 
u. s . Government securities and $162,000 , 000 or other securi­
ties, or a total portfolio of $623,000, 000. A conservative 
estimate indicates that the market value of these securities 
mus t have fallen at least $25, 000,000 from January l to October 
15, 1937 . Since the realized security profits and write ups 
of 1935 and 1936 were not used to increase capital, the $25, 000 , 000 
of security depreciation in 1937 may be deemed to reduce capital 
materially. If it were reasonable for the bank to use profits 
on securities sales and write-ups of securities values in com­
puting net profits and paying dividends when the market was 
rising, then it must be necessary that the decline shal l be 
reflected in profits or losses when the market is £alling. It 
this be accepted at least tentatively, the bank must be suffer-
ing net losses of some $13, 000, 000 this year. I£ at best t his 
bank was but breaki ng even after dividend payments in t he years 
of rising bond prices, then its condition must now be rapidly 
retrograding . 
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5 . Policies of the Bank 

Misrepresented Earnings 

Tho most reprehensible practices of this bank appear 
to be connected wi th earnings and d ividends policy . Barn11!6a 
figure s as presented t o t he public cannot be reconciled with 
the exaoination reports or the other r eports made to the Comp­
troller of t he Curr ency. The reports of exami nation and the 
call reports showed t he bank to have net operating earnings of 
J8, 200,000 and net profits of $9 , 900,000 in 1936, while the 
net ea.rnings as presented in Moody 1a Manuel amounted to 
Ul6,300, 000 . In 1934 the corresponding figures were $7,200, 000, 
a negative $2, 600, 000 and $8, 900, 000 . In 1936 the bank re­
ported to the Comptroller of the Currency net current operat­
i ng earning s of ~11,500, 000 and net profite, after losses, of 
~12,500, 000, while t he figure presented in lloody's is 
~22,500 , 000 . For the first half of 1937, t he bank reported 
to the Comptrolle r net current operating earnings of 
.,;5 , 900,000, net profits arter losses, or $6 , 000,000, while 
t he Moody's Manual presents net earnings as :i;llO,ooo, ooo. 
( Cf . '!'able I ) 

Some question is thrown upon the net earnings figures 
o.ppenring in the Moody's Manual simply trom examining the bal­
ance sheets present ed therein . (Compare the Moody figures of 
column (5) and column (7) of Table I) , An estimate of net 
profits may be made by adding t he net change 1n capital ac­
count during the year t o t he d ividends pa id 1n that rear . 
On t his basis one may coopute from uoody's t hat the earnings 
of the bank were ~9 , 700, 000 in 1935, whereas it was stated 
in Moody's t hat net earninas were :,)16, 300, 000. Correspondi ng 
figure s for 1936 are ~12 , 200, 000 and ~22 , 500,000 , while t he 
corresponding figur es for t he first half of 1937 1vere 
_.6, 200, 000 and !ilO,OOO, OOO. It is to be noted t hat t he net 
profits figures presented by the examiners of the Comptroller 
of the Currency and reported to the COmptroller by t he bank 
i nclude both profits realized from the sale of securities and 
write-ups of the value of securities on the books of the bank. 
I f write-ups were excluded the net profits or the bank 1n 
1935 would have been $.1, 900, 000 and 1n 1936 ,6,fOO, OOO . If 
write-ups and profits realized from the sale of s~curitiea 
had both been eliminated the bank would have shown net losses 
of $4,000, 000 in 1935 and of $1,800, 000 in 1936. We have 
noted that 1n no sense did the bank have earnings adequate 
to pay its dividends in 1934, In 1936 and 1936 it had net 
profits a f t er losses sufficient to pay the dividends declared 
only by virtue or the fact that it did write up securities 
on its books • 
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Dividend Policies 

In 1.936 the bank paid dividends upon the par v&l.ue of ita stock at the rate or 12 percent and upon book val.ue at the rate of 6 percent. In 1936 these figures were raised to 16 percent and 8 percent r espectively. Beginning in the second half or 1937, dividends are being paid at the rate or 19 
percent on par capital. and 9 percent on book capital.. 

Year 

Bank or America National. Trus t and Savings Association 

Dividends paid as percent of : 
endins December - Par Val.ue Book Value Market Value 
1.934 
1935 12 6 
1.936 1.6 8 
1.937 (let half) 16 8 
1937 (2nd hal.f) 1.9 9 6 (Sept.) 

The unsoundness of this extraordinary dividend pol.icy is indicated on several baaea . First, the earnings data which we have just discussed show that such dividends were not earned. Second, the volume or substandard assets held by the bank fUr­t her indicates the undesirability of such a policy. Even if there were no substantial. volume or substandard assets in the bank the present capital. ratio would indicate the desirability of bu1l.ding up t he capital. of t he bank either out or earnings or otherwise. Congress, 1n 1936, saw fit to exempt banks 1'rom the undistriruted pro1'1ts tax 1n order t o permit those with inade­quato capital. atructuroe to apply all. or part of earnings there­to . But this gigantic branch bank which is of so much signifi­cance t o the banking system and t he whole country has f ollowed the opposite course . Furthermore, it is to be noted that this bank, with ita weak capital. structure, did not sell stock to the Reconstruction Finance Corporation . In view or this tact it is especially necessary that earnings or the bank be devoted to ita rehabilitation rather than to pursuance of the irrespon­sible dividend policy indicated above . Until the second hal.f or 1937, practical..ly al.l the dividends or the bank were paid to Transamerica Corporation and used prir aril.y to maintain dividend paym«nta to the stockhol.ders of Transamerica Corporation. Dur­ing t he period 1934-36, Traneamerica paid out in cash dividende amounts equal to 96. 5 percent or caeh dividends received. (Ct. Table II) 
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6. Price of the Stock of Bank of America National Trust and 
Savings Association. 

Since previous to July 1937 practically all of the 
stock of this bank was in t he hands of Tranaamerica Corporation, 
it was not quoted upon the market and consideration can only be 
s iven to the course of the market aince July. Beginning with 
July, more than 2, 300, 000 out of a total ot 4,000, 000 shares 
outstanding of ~12 .50 par value have been in t he hands or tho 
public. Thus, the par value of the Bank of America stock now 
in t he hands of the public amounts to approximately i29, 000, 000 
of a t otal of ~50, 000 ,000 outstanding . This stock, wi th a par 
value of $12 . 50 per share and a bock value, baaed on June 30, 
1937 figures , of $26. 82, sold in the over- the- counter market 
during August 1937 in the neighborhood of $56. 00 per ehare, but 
by September 27, its price had fallon to $46 . 00 per share, and 
on October 1&, the bid price waa $41. 00. 

Table II 

Transamerioa Cor2oration 
(Amounts ln thousands of dollars. ) 

Excess or Dividends dividends received received Dividends from Bank Cash divi- over divi-.!!!!:. received of America donda Eaid denda Eaid 
1932 None None 1933 5 , 946 2,242 None 5,946 1934 5, 636 3,737 5 , 900 - 267 1935 8 ,113 5, 979 6, 484 1,629 1936 11, 072 7 , 972 11, 577 -505 1937 - lat 

half 3 , 986 4 , 636 1934-36 24,821 17, 688 23, 964 857 

Vie may summarize the pe1•tinent facta concerning the 
Bank or America National Trust and savings Association as follows: 

1 . Tho capital ratio is low and the management shows no 
disposition to improve it. 

2. Overvalued substandard assets are large; banking houae, 
furniture and fixtures and other real estate are aa 
great as capital . 
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The public 1a groaal,- aiahd w1 th r.apect to 
earniz~ae. 

The book value of aeeete 1a subjected to unprincipled 
juggling. 

An inordinatel,- liberal dividend polio,- ia tollowe4. 

The relations of the bank With ita affiliates have 
a ppare.ntl,- never been thoroughl,- investigated b)" super­
visor,. authorities . 

Regraded Unclassified



COPY 

Comptroller ot t he Currency, 
Washington, D. c. 
Dear S1.rs 

2. 

TREASURY DKPARTJIEIIT 
Office ot 

Comptroller ot the Currency 

San Pranoiaco, Ca lifornia 
Deoombor 111, 19117 

During a reGent oonterenoe h e l d with Mr. A . P . Giannini, Chai:ra.n ot tho Boar4 or Bank ot iMaorioa llational Truat and Savinga Aeeooiation ot Ban PranoiaGo, at which time the aubjoo~ ot .ajor or1t1o1am contained in the paat aevoral r~ orta ot euwtnation were disoueaed, aerioua exception wae taken by him to t he repeated or1t1-ciam or hie dividend policy aa being wholly unjustified. Inauruch ae thie 1a one ot tho many aubjoota that h e will review with your oftioo 1D tho n ear t'Uture, the following data hae boon prepared tor your information which aete forth tho principal reaeona tor the er1t1c1am. 

The following 11 a eeven year tranecript ot operating earn ings, not earninga atter recoveries and charge otte together with the amount of dividend• paidt 

YElR 
~ 
1931 
1932 
193:1 
193f 
1935 
1936 
Tot ala 

OPERATING EARll DIGS 
a SiS Ui oO 
7 537 502 511 
3 f?B •n o7 
6 10• se• 55 
7 216 368 72 
8 1611 866 00 

11 f 9f 909 00 
S2 !11 505 02 

NE'f QADI BEFORE 
i !87 009 6!5 
2 1811 525 39 

468 832 85-Rod 
772 f 36 69 

a 637 627 37- Rod 
g 858 095 00 

1 2 f52 u s 00 
1!6 747 ll!i!S Ill! 

DI VIDBIIDS PAID 
6 000 000 00 
7 800 000 00 

-o-
2 250 000 00 
3 750 000 00 
6 000 000 00 
8 000 000 00 ss SOb 000 00 

It will be noted troa tho foregoing t hat t he d ividooda paid during tho period covered exceeded net earning• by $7 052 076 07, the only om1ae1on being 1n 19:52. Kr. Elieba lfalker wae 1D charge or ..,/ the a ctive aanagement ot both the bank and '1'~ Co~ration Y. during the year 19:51, a t which tt.. he oau eod eo,ooo,ooo ot loeaee to be charged ott againat the eurplua of tho Cl~ on. Between the periods ot June 26, 19:51 and February 1:5, 19:52, h e a l eo arranged tor the aale ot ~5,21f,OOO.OO ot bank loeaea to Inter-Aaorioa Corpora­tion on contracta, the origin and liQuidation hiatory ot which 1a contained in a IIIOBIOrandum attached t o 'llrf letter of Dec-bor 2:5r4, to whi ch reference 1a made. ot the $880, 000, 000. 00 charge ot t - d• by t he Gorporation, a pproximately $&50,ooo, ooo. oo waa alleoatod to the roduGtion of the carrying value ot the a tock 1D tho aub joGt bank, which it ia aa.u.ed, ropreeoatod tho cap1ta11aat1on ot oxc oaeivo pro­m!- paid tor the purcbaao of unit banka t or oonvoreion into branchee. In addition thereto , approxiat ely $75,000,000.00 more baa boon Gharaod ott agalnat the undivided profit aooOWlt o t the bank e1Dco convoreion into t ho national eyatoa 1D Oct ober ot 19117. !he co.b1Dod 
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aaounta ot _.25,000,000.00 11h1oh do not include the ~&,214,000.00 ot oontraota would appear therefore, t o represent the loaa to Trana­amerioa Shareholder• tor the building up ot thia branch bank •T•tem whoae presen t entire capital atructu:re ie leaa than $120,ooo,ooo.oo. 

Following the bietor1oal pro~ t'1pt, llr. Giannini again WfC&eded to the aotiYe aanage.ent ot both the baJI.k aD4 the corpora­tion during the latter part ot Pebru&1'7 l~S2. D1Yidend p8JID&nte were aumed in l8SS and have been ateadil7 increased each enauing 7ear, the aame being true ot the corporation who, &a 99.6&~ OWI:l&r, deriYed ita ch1et inoo.e troa the b&llk. It will be noted troa tbe toreaoing tranaorlpt- that the onl7 7eara in 11h1ch net aarninga exceeded the dividends paid were l9S5 and l9S8. Attention ia directed to the taot, however, that included in the net earning• tor thoae two 7eara are non-recurrent protita eaanating trca the bond account in the aaounta ot $13,882,S.l.OO and $14,269,868.00 reapeot1Y&l7, an aagregata ot $2B,l621 S09.oo, which inoludea the write up of Oonrm~&Dt and ftni­c ipal boD4a in the aggregate aaount ot $14,012,788.00, Wbioh waa the aubjeot ot 1Q' letter referred to in the paragraph next abetre. With the toraer bond appreciation capitalised to a po!nt where a depre­ciation ot oYer $6,lOO,ooo.oo ia renaled in the current report ot ezaa1Dation and all the preYiOUil7 charaed ott aeeeta capitaliaed tor $6,&00,000.00 over a the 7ear period, the onl7 tUDda that will be available tor aoae tiM to come t or t h e pa7JD&Dt ot diYidenda will be the net operating earnings attar the deduction ot praaent and de­veloping loaaea and &Yen thoee earnings will now ba impaired to the extent ot the additional reaerYe required tor aaortisation on thoae bond• that were written up. 

The par Y&lu e ot the bank atook baa been reduoed dur~a the current 7ear trca $2&.00 to $12.60 while the diYidend rate baa been again increased from $2.00 to $2.40 per eb&re on which baeia the annual dividend requirement will be $9,6001 000.00 &I oppoeed to the $8,ooo,ooo.oo pai d in l9S6. The atock ot the corporation baa alao been changed during the current year troa a no par to a $ 2 . 00 par value, t h e present d1Yidend rate being t1tt7 oant1 with newapaper publ1cit7 released to the ettect that oona1derat1on 1a being giYan to the poaeib111ty ot inoreaaing the rate to eeYenty-tive oenta a ahara 1D the very near future. 

!be l iberal d1Y1dend policy of Traneaaarica Corporation hae &lao long been under orit1c1aa tor the reason that it baa been ~ felt that inateal'l ot draining ita att1l1atea and eube141ariaa ot their caah tor ite dividend requireaente, that the aajor portion ot euGh oaah ahould be Uled toward the al1a1Dat1on ot the oenatantl7 1D­creaa1Dg poup indebtedness to the bank, ita inYeataanta 1D atMIIa and bonde therein and loana predicated upon the atook and boadtl -' att1l1atea, the extant ot which 1a ranaled b7 the tollewin& aebedulaa 
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Oal1torn1a Pouaderi .. 
Oa11tnn1& t.D4a 
Oalitornla La~ 
Cap 1 tal COIIPa!IT 
Capital COIIP'"7 

. Capital CCJIIPa!IT 
Capital OoJBpa!IT 
Downtown Propertioa 
Downtown Proportioa 
Ouanntood LoODa 
Intor-Oontinontal Corp. 
KerGbanta Natloaal Realty Corp. 
Tranaamorioa Corporation 
Tranaamerioa General Corp. 
Tranaamorioa SorYioo Co~. 

Sub-total 

7 1 GGG aharoa Stock 
11,711 Oontnota 
Diacounta 
11/B Contracta 
Dboounta 
~Leana 
1i/B &dnnooa 
MSIIDotaultod BoD4a 
2,403 8haroa Stock 
T A 0 Ouanntoo 
Direct 
401 000 aharea Stock 
200 aharea Stock 
Direct 
Direot 

Loans predicated on atook ot Tranaaaorioa aa ot '-20-37 
GN.Il4 Total 

The foregoing oonoontntion 1a 1n oxoo .. ot tho oapital 
and eurplua ot the bank and in addition t~reto, it 1a bol1oved t~t 
the recent loan to tho Pac1tio Coaat )lortpgo C.-pODy in tho •ount 
ot $2,500,000.00 ahould bo included in tho abon total. It haa every 
appearance ot being OD acoo.sodation nota tor Trana ... rioa Corpora­
tion eince it 1a aooured by collateral tor.erly owned by Tranaaaerioa 
and the proceed• were uaod to finance tho purohoao ot a larp block 
ot atook in the two national banD in Phoenix, Ari&ona, receotly ad­
vert1aod aa ha't'ing boon acquired by t~ corporation. 'l'he 1t- fol­
lowed by aatoriaka total over $62,787,000.00 and 1ndioato that li~u1da­
t1on ia entirely dependent upon tho aalo ot real oatato. Certainly 
the earntns• ot thia group ahould bo uaed t01rard the l1~uidation ot 
these to!wi'Oughly trozon auota nther thaD paaoins tho ••• on to 
Tranaaaerioa Corporation tor diaburaement in tho tona ot over 1n­
creaa1ng dividends. 

'l'he it- ot $&,S80,315.N idontltied aa •auarantoed 
Loans" repreaonta tho capitalisation ot previously charged ott aa­
eeta and the aurronder ot a well aocured direct 11ab1lit{ ot OD 
att111ato aa aet torth in tho uaorandua attached to yq otter ot 
December 2Srd. 

In uplanat1on ot tho 1noreaae4 oarrying valua ot to!w 
Merchants National RoaUy COIIP&IIT atook, at tho tiM ot tl;lo prnioua 
exaaination, Trana•erioa Corporation waa oblipt.d to t~ bODk in 
t~ aaount ot t&187G,e&:~.70, roproaonted by a tivo year c011tract en­
tered into on October 1, lliSl, oarertns tho purohaao ot a group ot 
tuture and tonaor bankins pr•i•••• The contract did not proYido tor 
a 11quidat1ns prograa other than through tho aalo ot tho proportiOI 
Purohaaed. It •tured ·em Sopteabor ao, lila&, following 'llbioh 111 waa 
extended tor one yoar. The corporation rooently aold tho propert1oa 
to the att111atod Capital Ca.pa!IT, thereby oxttncuiahins ita direct 
l1ab1liw. They were then t.lllediatoly roaold to tho lleroh&nta Na­
tional Realty Coapany whoae entire capital atock ia 01rnod by t~ 

.. 
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bank and is carried in the bond account. Its only function here­
t ofore has been to own and manage active banking premises. Payment 
f or this group of inactive former banki ng premises was made by merely 
increasing the carrying value of the affiliates• stock from 
$13,457 , 734.98 to its present carrying value of $19,332,734.88. Si­
multaneous with t he latter sale , Capital Company entered into an agree­
ment whereby it would liquidate the propertiea involved over a ten 
year period at the rate of $5901 000. 00 annually even though it had to 
purchase some of t he properties for its own account in order to provide 
t he s tipulated liquidation. 

The result of the foregoing manipulations has been the 
el imi nation of the di .rect liabilities of both Transamerica Corpora­
t ion and Capital Company by the purchase of $5,875,000.00 of other 
r eal est ate by t he affiliate and t he transfer of like amount of real 
estate i nto the bond account. The questions arise as t o whether the 
whol ly owned bank affiliate had any legal right to purchase the real 
estate outright since it was never interes ted in the properties pur­
chased and if so, can the stock of t he affiliate still be carried i n 
the bond account as a legal i nvestment aince it is no longer sol ely 
engaged in the ownership and management of active banki ng premises ? 
An office ruling will be apprecia ted relative to the foregoing . Aa 
far as the publi c and the depositors of t he bank are concerned, t he 
call report of condition that will be publiahed in the near future 
wi ll not reveal that $41 ,161, 615.25 ot other real estate ia now being 
carried as a current investment in the loans and discounts represented 
by the ten year contracts of California Lande and C~ ital company, 
~nd that an additional $5,875, 000 . 00 ot real estate is now being 
carried i n the bond account aa a l i quid investment in the s ame man-
ne r as the $13,457,734.88 investment in banki ng premises 1a being 
car ried. This is not considered fair to either the depositors or 
the competing local ban laJ, the latter bei.ng awA'e of t he practice 
but not t he extent thereof. 

The real estate problem of the bank remains a major one 
and while t he following contains certain dupl1oations with the fore­
going schedule, it serves to reveal in another manner the extent to 
which bank•a funds are invested in fixed and non-liquid assets : 

Banki ng Premises owned 
Merchants National Realty Co. 
Fur niture and Fixtures 

Other Real Betate Owned 
Calif ornia Lande Contracts 
Ca pital Company Contracts 

27,455,453.07 
19,3~2,734.88 
7 , 813,078. 63 

2 ,~93,791.02 
12, 117, 111 . 74 
29 , 044,603.51 

Completed and ~ctual Foreclosures 4- 20- 37 

Probable Forecloaurea 4-20- 37 

Total F1:xed Investmenta 

54, 601, 266.58 

43,555,406.27 

6,368, 091.39 

12 ,089,711 . 86 

116, 614,476.10 

Regraded Unclassified



• 

- & -

Current figures are not available tor the last two items above l isted and inasmuch as all probable foreclcsures do not develop into real estate, it is believed more than equitable to deduct one halt the uount shown or t&,OOO, OOO. OO trom the t1na1 total leaving over 110,000, 000.00 tied up in fixed in­vestments . The percentage ot acquired properties to total real estate loans since conversion is over 15% while the per­centage of loss on sales by California Landa on property ac­quired from the bank approximates 3Q%, and the Capital Company approximates 16~, which indicates the character of the real estate loans and real estate acquired. Real estate sales have fallen ott very notioably during the current half year and while acquisitions are decreasin.g, sales are alao and the net improvement will not be as favorable as heretofore, The tact that the two companies have either increased the eale price of or taken the more desirable real estate ott the market is re­sponsible in a large measure for the decreased eales that .will be shcvm during the current halt year peaiod. 

Aside from the frozen conditione ot the bank, it ia telt that the following items sb~ld be removed from the assets before the bank shoul d be parmi tted to pay other than a nominal or reasonable dividend : 

Net Bond Depreciation 
Impounded Foreign Credits 
Depreciation in Premises 
Depreciation in Fixtures 
Dormant Accounts 
Guaranteed Loans 
!.lercbants National Realty Company Stock 

6,161,163. 27 
4,009,967.36 
1,055,190. 11 
1,646,927.36 

421,255.97 
6, 380,315.!52 

326, 192.48 
•rotal assets that should be eliminated 20,001,012.07 

This liat was recently reviewed with Mr. Giannini who registered strenuous objections to each and every one of them for the following enumerated reasons . He maintains that the bond depreciation has again been corrected by subsequent appreciation and therefore, non-exiatant. 'ftlia subject was dealt with in de­tail i n my letter of December 23rd, to which reference ia made , 
He refuses to admit any further loss i n the impounded for­eign credits, the full details of which are contained in my letter ot November 27th. 

The depreciation on the banking premises and furniture and fixtures represents the amounts deducted in income tax re­turns tor tax purposes bllt not charged ott on the books ot the bank, The reaeon given tor th1a action 1a that the bu.ld.D& 
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boueee are now worth twice the amount at which they are 
carried on the books of the bank; that they are a good hedge 
against the inflation that is certain to come, and that they 
produce a good return. Since the return is governed entirely 
upon t he amount of rent brandza are required to pa~ , whether 
excesaive or no t , the return can be made to be any amount the 
bank wishes to show and the excessive rentals paid would be 
hidden i n the reduced net earnings of t he entire system. Since 
the coat to tho bank and Transamerica Corporation tor the develop­
ment ot this system was ~25 000 000 00, as previously shown, and 
the major portion ot the banking houses were purchased during the 
boom years, it is inconceivable that they were purchased so tar 
~elow their actual value as to reveal a 50~ present profit as 
now contended. 

In connection with the dormant accounts, branch managers 
have been instructed to transfer all balances unclaimed for a 
per i od of ten years or more to t he Admi niatration Department 
where a service charge of Cl 00 per month is assessed and 
credited to the undivided profit account . In the past, when 
balances have been subsequently claimed, retu~ in full has been 
made by a charge against the undivided profit account . Prom 
April 10, 1933 to April 20, 1937, a total of ~488 631 01 has 
been assessed against t hese accounts of which amount $67 375 04 
has been refunded to claimants , leaving a balance or ~421 255 97 
still in t he undivided profit account. The remaining dormant 
accounts still being carried by the Administration Depart1nont 
total $1 508 352 88 . The practice of assessing service charge 
against these accounts has been criticised for years in past 
reports of examination, without effect, and advice would be ap­
preciated as to what further l ocal action should be taken in 
t he pr emises . 

The item "Guaranteed Loans" has boon included i n this group 
for the reason that it is no longer a well secured direct obli­
gation of an affiliate as it formerly was and since bank profits 
were used 1n t he past to eliminate a large portion of the basic 
obligation, it i s not known to what extent t hey will again be 
used to eliminate this criticised indirect obligati on. Llost 
serious objection has been taken to the inclusion of this asset 
in t h is group, t he origin and liqui da t ion history of which ie set 
forth in detail in the two memorandums attached to my letter of 
December 23, which should be read in connection herewith. 

The loss ot ~26 192 48 has been estimated in the atook of 
the wholly owned llerohants llational Realty Company stock tor the 
reason that it represents the difference between its value as 
shown by its own financial statement and the amount at which it 
is being carried upon the books of the bank. Ita assets oonaiat 
entirely of banking premises and other real e•tate purchaaed 
fr<XI! the bank in order that they oan be carried 1n the bond ac­
count and shown in published atatementa aa liquid rather than 
fixed investments. 

--
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At the time or the previoue examination, t he net sound capital atruoture or the bank waa $95 256 474 48 with deposita of $1 266 016 477 68 or a ratio ot $1 . 00 to $13 . 29 . Since 
the final review in connection with the current examination has not been completed it i s not possible to determine the pre­sent aound capital structure but the work has progressed autti­ciently to estimate t hat the ratio will not be improved. 

The present combined capital and surplus of the bank ia 
~85 000 000 00 with deposita ot $1 243 804 722 12 or a ratio of ~1.00 to $14 . 63. On this basia, the bank ia undercapital i zed to the extent of $40 000 000 00 with no proviai ona bei.ng made tor the corr ection ot t his condition other than i ncreasing the surplus i n the amount required by recent l aw as r evealed by the fol lowi.ng : 

ElWl INA'l'I ON INCREASE TOTAL SURPLUS 

6- 22- 34 -o- 30 000 000 00 
2- 11- 35 -0- 30 000 000 00 

10- 7-35 2 500 000 00 32 500 000 00 
4-27-36 500 000 00 33 000 000 00 10- 14-36 1 100 000 00 34 100 000 00 4- 20- 37 900 000 00 35 000 000 00 8- 31 -37 -o- 35 900 000 00 

\Vhile dividend payments were resumed in 1933 after the 
omissi on ott he year 1932, and s teadily i ncreased trom 
;;;2 250 000 00, the amount paid in 1933, to the pt'esent annual dividend rate ot $9 600 000 00, 1t is aigniticant to note that no portion of the earnings were transferred to the sur­plus tund t o correct the undercapitalized condition until 1935 when it became manda tory and t hen onl y by the amount required by law. 

The main arguments that will be advanced by Mr. Giannini will be that for pr acti cal purposes all loaaea have been charged ott; that the bank has no problema that are not self correcting dur ing the coming extensive period of recovery and attending i nflati on; that t he bank is in all respects 1n better condition than any other bank; that it has recovered all loases that have been charged ott in the past; that no other bank 1n the country has incr eased ita surplus tund as much as $5 000 000 00 i n the past two years; that other banks that he knows to be in bad condition are being permitted to pay liberal d ividends even though they have not ret i red their preferred s tock and that in view of the foregoing and in keeping wi t h the policy ot the Administration, his shareholdere should be paid tta. largest dividends poeeible. He will alao have data in hie poaeeeeion to substantiate many or hie arguments , aa he preaenta them, but all will not bear up under thorough investigation. 
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In order that real acoompliabment may result, it will be 
necessary tor your office to determine whether the assets total­
ing $20,001,012.07 are proper assets tor continued carrying 
in view of the large and ever increasing dividend rate being 
paid in comparison to the operating earnings of the bank; 
whether the earnings of the many affiliates indebted to the bank 
should not be used to liquidate such indebtedness rather than pass­
ing them on to Tranaamerica Corporation to be disbursed in the 
term or ever increasing dividends; whether the bank is in as 
good a condition as he will represent; whether the tremendous 
real estate problem is a self correcting one and unworthy of con­
cern; whether it is true that the bank has recovered all of ita 
losses a.t'ter reading the memorandum raptioned "Inter-America Cor­
poration Contracts" attach6d to my letter of December 23rd, which 
will reveal that only i 8,629, 931. 97 was actually recovered from 
approximately ~loo,ooo, ooo.oo ot assets charged ott, the balance 
ot the contracts having been cancelled by both the forgiveness 
of debt and filtering of assets back into the bank; whether the 
$5, 0oo,ooo. oo increase in the eu.rplus tund can be considered such 
a major i mprovement in view of the fact that the asset position of 
the bank has been weakened to the extent o.t' $20, soo,ooo.oo by bond 
depreciation alone, during the past sixteen month period, not to 
ment ion t he capitalization of the charged ott assets in the amount 
ot $6,500,000.00 in order tor elieve an affiliate of an unclassi­
fied , well secured legal obligation due the bank and whether, in 
view of the information contained in this and other letters di­
r ected to your office on matters in connection with the bank, it 
is felt that continued criticism of the dividend policy has been 
and is unjustified. 

1.1!' . Giannini is a man of great force and determination of 
purpose who is not easily deterred from any path of contemplated 
action. He is the visionary, highly optimiatical, promotional 
type of executive who thinks in terms or billions instead ot 
millions with all his native ab~lity and tireless energy bent to­
ward the further expansion of the large empire he baa built, leav­
ing details to subordinates and never turning back to inspect or 
correct the weak spots that have developed in the foundation upon 
which it bas all been constructed, and that foundation is the 
subject bank. That he is a masterful leader and promotor is at­
tested to by his accomplishments in view of the fact that he and 
his fam i ly only own two- fifths of one percent of the stock of 
Transamerica Corporation and one-fifth of one percent of the stock 
ot the subject bank. That be is not a particularly sound builder 
was proven by the tact that it became necessary to charge off ~80,-
000, 000. 00 of losses out of the assets of Transamerica Corporation 
by his successor in 1931 as well as $75, 000, 000. 00 of losses from 
the bank in addition to the $35,214,000. 00 removed by the former 
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Inter-America Corporation contracts . 

Since hi s r estoration to control in 1932, the bank baa made 
remarkable strides forward but with the job still inco=Plete , hie 
attention has been suddenly diverted to the expansion of hie 
branch bank system to eventual.ly include t he entire Twelfth 
Federal Reserve Bank District . 1bis will require unlimited addi­
tional capital that can only be obtained trom the sale of stock, 
the value of which he ia endeavoring t o build up by the payment of 
exceuive dividends and it 1a felt that the bank 11!1 being forced 
by a minority shareholder to contribute to this program far beyond 
its present ability to do so and still leave the foundation strong 
enough to bear an even greater burden through another depression. 

A great duty would be performed if your office could impress 
Mr . Oiannin1 with the tremendous importance of his bank to the 
entire State of California and to inspire him with the desire to 
cl ean it so thoroughly that nothing could destroy its stability. 
That is what your eXJIIDiner has been striving to acco=Plisb and 
all efforts in that direction have been construed as constructive 
by all bank officers except Yr. Giannini , 

Early advice as to agreements reached during the conference 
and the manner in which it is desired the various subjects be treated 
in the current report of examination will be greatly appreciated. 

• 

Respectfully, 

(Signed) L . H. SEDLACEK 
L. H. SEDLACEK 
National Bank Examiner 
12th Federal Reserve District 
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SW\iRITI!S Alm 3XCIWIOB COWI!ISSI011 

'ofJ.SHilK7I'ON 

J'anuar y 21 , 1938 

lly 4ear ' lr. Secretary: 

Pursuant t o your ra~ue at t rnnsmitte4 by the 
Hon. Rosr;ell t:agill, Under Secr e t or y of t ho Treasury , I 
~ horewitb sendins you , tor your confidential use , a copy 
ot a document relating to the Traneamerica Corporution, 
which 'l'los pr epared in coll.Deotion with the Comz>ission • s 
et udy ot invest ment C0Mp8nies pursuant to Section 30 Of 
tne Public Ut i lity Bol ding Cocpeny Act or 1955. 

In order t o obta in eooa data to dat erntne 
• bather the Trensarteric' Corporation ...,. an inYestaent 
compan1 within t he purview or Sect ion 30, the Cocmi ssion 
eent one Lcco~tant and one lawyer or i t s stat! to San 
Francisco to make a cursor y prelimi nary sur..ey of t he 
aitU!lt ion. This survey •·as not intendnd to be a campre­
hens1Ye or detailed study or t he aati•ities or tinencial 
condition of t he corpoJ•ution or· lillY of 1 ta o.!f1l ta ted 
b11nks or other organizations; but wu rather a prel imi nary 
and limited inquiry into t he h tetor:t o.ntl n turo of t he cor­
poration and \\aS confined a lmost exclusively to t he Tre.ns­
amer1co Corporati on. No ox&rn1nut1on whot soaver tieS !l8de 
ot e.ny of the banks or other oreanizntione attil i ated r~ith t he 
Tranoamor 1ca Corporat ion . 

Since tho survd '{ or 7ro.nsan'l.e:r1ca Corporation was 
oade only by two men t or t he purpose or obtaining eoce inror­
Mbt ioo as to t ne nature or tnat corporation end is based 
solely upon t he books and doc~ents turni shed t o t he Coa­
oission' s representat.il'es by t .m otflcla l a ot t hi s corporat i on, 
t ho examination necessarily v.as auper1'ic1al . No att e:1pt t:hnt­
aoover ~os Made to check t ne ~ccuracy ot an] ot tne figures 
contained in these booka and documents or to analyse any or 
the transact ions . The document be i ng t ranSMitted to you, 
is, therefore , be.eed solely on ooaondary infor\Rtion; hos not 
oven been checked beck as ~ot to the supporting data in our 
tiles , and should be treated as being entirely tentati•;e and 
preliminar y i n nature. 
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!loa 4oo-t do. a aot oolln1 tute ill uy ~ a 
raJ>On or t he eoo.1 .. 1oa aad na ran tbat it 1a Mia& 
tru-.t ttad to you aho\114 llOt be oonaU'Ued aa ... appronl 
or 1 u oontante by tba eoo.iaaloll. 

Ia .,..,. the aooo\llltallt• • worktna paper a, oop1aa 
ot Ute m1nutas of Tran-r1ca CorJ>C)rat1on aDd of oartaill 
otbar atr1l1a\ad ooapa~>1ea, aDd oop1ea or the other doou­
Mnta UJ>On wh1ob thie 8ua!Uir7 h ba .. d. Tba Ooaaa1aa1oa 
will be pleaead to ..U th1a •terial aad data aleo ~ellabla 
tor your col>f14ant1al uee. 

Tba a-halon 1a baDd1JI& ner:r effort to oonolllda 
ita at\ld;y Of inYeatUnt trus ts aDd 111Ye8U811t OOIIpalliea alld 

to tr.,...1 t ita oonolu.alou alld reO' a e'Odatlou to the Conarea• 
ill the near future. The aem>ara or our 111Yeatesct ti'QSt nlld)' 
atarr who ban ban ill touch with aattera teal that a coaplate 

\llldaretaDding or aJI&l:rah of tba Trail-rica CorJ>OraUoa 
could llOt be obta1aa4 except &her a atlld;y or that oorJ>C)rat1on 
aD.d or nery bank or other organ1&a\1on art1l1ata4 w1 th that 
oorJ>C)raUon. Tba •lliiUude or tha teak or auoh a nlld;y, together 
wUh tha l1a1 tatlona ot atarr aDd 1'\ID.da of tha a-taalon, ...0 
it iaJ>O .. ible tor the C..Uaa1on to undertake any further aurYay 
Of tba ,....,_riO& 0orJ>C)r&t10D IZ'OUJ) . &a part Of \he 111YeatMD.t 
truet atlldy. 

If tbare 1a aD.y &441 tion&l 1Dtor:llllt1oD which you 

daa1ra, pleaae do DOt haaitata to oall UJ>OD ma. 

Tha lloMrlbla 
Tile Seuatar:r or the Treu11Z7 

WaabtJIC\=, D. a • 

• 

Tour a tal \h1'Ull:r, 

b. o. Oouglaa ( dl!ll84) 

Will lUI 0. Ooll&laa 
Chairall 
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s..-rtot!Uiport 
011 J'Hl!wlna..,. aarYq of 
'l'ro.n-ria. Corporati.oD 

Califomia aod II.., Jorlc (1904:-1928) 

1. The Bank ot Italy (a Cal1fom1a etata bo.nlc) wae organised in 1904 

with a oapital of $1~0,000. 

2. Betw .. n 1909 and 1917 it acquired 11 branohee . !Yen tbese earl,y 

acquisitions ot branches were in cirouavention of tbe State law. 

Giannini aod other indidc!ual.s would b.ly a eontrollina interest 

in otber bo.nlcs, (their operatioue being financed by the Cr ock.ar 

National Benk) o.nd theee bank& woal4 tben be .... ged with Bank 

of Ital.J aod turned into branches . 

) . Beiinn1ni in 1917, the Stoelcholdare Auxillarx Corporatioo was 

uaed in sillilar fashion as tbe llediua tor acquiring state bo.nka 

to be converted into branohee of Bank of Ital,y. 

4. In 1919 Giannini foraed the Califorp.i& .Tol,nt !!took Land Bank. 

5. In 1919 Bank ot Italy becue a ••her of the Federal Reserve 

Syeta•. 

6. In 1919 &leo Giamini forll8d the Bancital.r CorporatiOD in N.., 

Jorlc to eerve ae the G$anntnt top boldine COIIP'UO' and to acquire 

11.., York bo.nke for •rs•r into o.n outetandina Giannin1 bank in 

the East. 

7. In 1919 Bancit.aly Corporat100 acquired the !&at River Jational 

1!!!!· 
8. In 1919 J!ano1tal.y CorooratiO!I .oquired Capital Ooap!AT, a 

California urban raal estate holding COiap&llf. 

9. In 1919 Raooit&l;r Corporat10!1 acqu1Hd a bank in l&plee, It.aly. 

Regraded Unclassified
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10. Ill 1924 AMric_.,ial Corporat1cp na fcrMd b.r StockboJcSara 

Anx111.!n Corporati.OP. 

U . In 1924 Bapciteg Corpof!tlop aoquir..S Co!!!ttcial !'ruat Coap!!!T 

in r .. York ed -.reed it with l!at l!i-..r ll&ti!!!!!'· 

12. In 1925 l!!!!eitel,y Carporati911 acquired ttl. Bon!7 Bank and 

Mr&ed it with tb& lyt Unr Jl&t1!W'. 

1.). Bet- 1917 and 1924 Giannini, aotiDc tbrouch §Wk)lo1datp 

e-. ezt.et tbrough tba RemiH1T Crpprtti•l aoquired 12.4 

benlta and C«mYerted tb&& into br&DCihaa of ttl. Bank of lt&J;r. 

(Durin& thia period, a1tbou&h the S!C report doea not 
aention it, eonaiderabla M11tiMDt acainat Gi•m'n' 
ern up uona ttl. baobra of C&l1torn1Al, and tt.ra 
nra .....,. ool!plainta about hil Mthoda in toroiD& thaa 
out of buaiD&aa and into Bank of It&l;r aa bnnebee. 
ScM benlte nra f«ced to aall at low pricu; for otb.re 
hiah prieea wera pa.id..) 

14. Later l!anoit.aly Carporat1op aoquired the P&eitio lat1!!!!1 lin 

I!lf\!l'!!IC& Co!p!py and tb& ,.,.., tab Aqio!ltural Credit Corpo= 

rats.. 

1S. Ill 1927 ll!no1tal,y -..ncye Cc •• r aa fonoad . 

16. In 1927 the - ct !!tggkbol.d!l'& tnpH.an Corporati!!l na obae..S 

to latciw' !!rk' t.aly Corporatt.w. 

17. Ill 1927 ttl. Repk ct Italy took a ut1C!Ial. ohartar and 'becul& 

the h't ot It.tly. ltt.'W' frMt =y! 8&!1a«t At.,.tiga. 
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Calll'onaia bulb, 110et ot wbioll"" -cect to r- tile IIIU: 

ot .lMrioa 1a Loe ADcw•. !liNe op.retiODe r•.UW 1a _...,.. 

iJrt,o tbe "P!r ot Italy, l·f• •w' I.A. fol.l..otrtq tbe eaot.at 

of tile lloJ'&d41D Brucll Benld., .t.ot, aa4 a an •tW ..., uecl 

\o uo14 tile Nltrict1aa of tlllt aot oe ...._.,.. leelrfair ._. 

aati.al 'be.aka. 

19. 11uri.J1C 1926 aa4 19'ZI, 'ftpmtltly 1NM4 MQT of ite - &ll&N1 

1a •abenl• tor &ll&NI ot bulb IOI(Qire4, witll NPIJ'Obul acr-• 

period ot &boat a T-.r• !llu a oc.nuat riM 1a pr1oe ot tile 

1toolt, --.eel .. anet opcati_, -. _...,. \o till 

poowtll ot till orpaiatie. 'fill MZ"Ut opcat~ nN --

'ftr!!lr ot Italy. 1. T. t S. A.) no ._,1m protitl tr. tndiJII1a 

tile &ll&NI ot "P'!S.!lT t!grppp\'ft ot 19,725,2.45-41 ..S 

t3,)71,455·~ tor 19'ZI ad 1- I'NJ*Iti.,.q, 'ftrm'WT 

llonanUe, 1a tara,; .,.....W till trad1JII aati'fitile tor IIIIane 

ot t.be 'Pn!r of IWy. l,f, t 1.1. Del •m P'l.!!r1ca ed..' J+..e11e, 

8laoll tNcl1al N.al.W 1a .t protitl \o '•pltlly Corpop.t1m 

u ron-. 

1lll1lol cl 'AMr1oa -' I \ali& 

• 

1CJ27 
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It 1e quite apper..,t troa the abo .... tbet there •uot baft ben 

..., an0111011a -t or trad1Dc 1D tbe abarae or tbeM atrUUted 

Oot~P&J~iee to errect Sllch lara• pro!ita. 

Acguie1t1o!l ot l!ap'Jr or Allerice. or In fork· 

20. Ae a beliDDiDI toward a real Wall Street bank, Clannlnl aoquire4 

1D 1928 tbrou.lh B!!!ciWy Corporat1op )3,244 ebarae or J!epk or 

A!!rica. 

21. He ftDte<l to conaolid&te §ut lli!u' Jat1opal,Cc•lloial !zchaM' 

22. llori&D &Del tbe Del.atield 1Dtaraata acrae<l to CS•m'nPe antranoa 

into Wall Street. 

:'.), Tba law Jork Cleo.riDg llollee &Del tbe P'e<laral llaMr-<8 Bank or 

lee Jork approTe<l the deal 1! By!c1tel.y Oorporet1oa would diepoee 

or all but 20 per cant or ita projected bolcliDI• 1D the conaoli­

deted bank. L&ter tiJeT 0011pelled J!epg1tel.y Corporation to acrae 

to diepoee or all or tbe abaraa to be ...,.ad tiDder the -~ . -

24. l!!!!lt or berice. J,.l, &Del '!!!nh•rloa Corporatiaa, a eecuriv 

atruuta, were roraed, B&Dcitel.y Corporat1op receiTe<l Sl4,207 

abar .. or tbe 1,000,000 abar .. or tbe nee bank, pq1Ds $103.73 

par ebare &Del with pl&De to diapoM or 500,000 abarae at 

$225. • abare, &Del tbDa Mire a rro•• rro!it or eo• $60,000,000 

out or tba MrCar. 
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25. 300,000 abaret of thlo new bank .. re offered to th8 ab&rebol.dera 

of Bank of Itely, !I.T. & S,A. &Ad of Bapoital;r Corporation and 

200,000 abarea were to be aold to !ational Banldtal;r CO!p!!!l tor 

&ale to the public tbrough the bond depart.ent or Bank of Ital,y, 

N.T. It B. A. 

26. Bear ra1da began 1n JUDe , 1928 on tbe etock of Bank of J.Mrict. 

J!..!:., tnd it tell 1n one ~ fro• 2~ to 1.48. 5oM ot the bqere 

of atock at thlo otrerlng price of . 225 repudltted their purehaaeo 

tnd the 16o,ooo,ooo expected prot'lt na reduced to tzz,ooo,ooo. 
(Tbe B&ncltal,y Corporation clal..aed tuable profit ct 

t6. ) aUlion; tbe C.-iaaioner of Intimal Re....,nue 
claitled •4l..4 a1llion.) 

27. Bancitaly Corporation was left with 43,000 ehareo of Bank of 

Aaerlea , N, A, which it transferred to Capital. Ooll!l!I!T and a 

reacquiaitlon of shares of Bank of .._rica, !I.A. br the Giannini 

1ntereeta waa begUD, apperent}T ritbout 1nterferenca this u .. 

by the l!n York Cleerigg Bouae or tbe ltcleral Ra........, Bank of 

Jew York. 

The lo,...tion of Traneaerica 

28. Reputed bear raids 1n June, 1928 on atock of Ban!t of Ital,y, !!. T. 

& S. A. &Ad Bancit.aly CorPQration allowed their wulnerabllity and led 

to the !or•tlon 1n October, 1928 of Tran-rica Corporatiop. 
' 

Tlle;r alao 1ntluenced sharabolde.ra of Bapk ot ltal,Y, !!.T. & S,A, 

and Banq1t&J.:r Corporation to exchance tbelr aharea tor ab&ree 

of trgu•rtca Corporat1911, eo aa to &1'" it 99 per oct CODtrol 

1n both th8 bank and th8 1n ... a~t OO'I*IJ , 

• 
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29. fnp"--:\C! CorpopY• .:UO aoqulrtd, t)lraqh C!p1tal C.,.• 

&D4 nep!dtal,y C!!e!!!V ot •-·Ma <-••- to l!yoitely Corpo­

ratiOD) br tlla ad ot 1929, -~ 730,000 elatae ot "Pk ot 

.lMrioa• I,#.. Ot tMM SS8,254 abate• wen 'aCiqllin4 br pebenp 

OD a baeie ot UIU'..Used loee to tba eallare ot t34.SQ a allaH. 

3(), Ill 1928, tru••eerica Confor&tiop, 1a uobMCia& ita abate• tor 

tboM ot 11!!!1< ot Italy, J,t, t §,#.,, &D4 1a t~ l!apHtaly 

C?'P'r ot A!!rl.ca (to tab OYer "M'"''T Corporatt• &Dd 

latlw' !l!glr1 ~ t'.!!!J!!"), wrota up • .ita boob \ba 'ftlAI ot 

tlla naw eacaritbe Oftt \ba ol4 br _.. tMil 1600 111l.lloa. 

)1. Ill April, 1929, Q!annbS iatar .. te Moue at'tlliatecl with 

Bl!ir t 0<'•w, lac., llae4..S liT BU.ella 'lalbr. Bu-rica 

OorporatiOD becue "nr•Mrl,ca-l'•'r Oo!Mr.at.i•. !be B1a1r 

iatar .. te 'teed Yael a 1UU'Nllsed profit ot aoM 146 111lll011 t'roa 

tbb Ileal, raterred to 1a tM nport u •uo .. ei.,.. -•1daration•. 

32. Ill 1929 \ba tnne!!!"ica IJ'OIIP rMlised tra41ac protite ot abaat. 

t S6,000,000. to 1-ll'u .. tra41ac protita, Iataro!!!f\ tr..ssu 

""""" .... rora..s blat attar tlla ..n..t oruh .... tu.- - br 

Iat.r-eODtiatolt.al Corporation, with a loee or aboa.t t2s,ooo,ooo 
to etookboldare • 

.33 . A• or tM ell ot 1929 %rap-r1oa Corpontiop ~~bowel iDY .. t­

-te 1a att111atecl &D4 coata:olle4 ooapnt .. agrept~ 

11.1 'IIUUoa aa4 appnziaate n-• or 12·3 h!11t•, 
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34. ID 1930, 'fr•R'••M.ca Corporat1cp aoqu1rtd 80r! tbaa SO per cat 

ot tile etoolt ot !be Firat lat1CII&l llaDl< ot Por-tlucl, OreiCII• 

Walker replac!l Gl•ppW 

35. ID 1930 Web& Wallt!r ot the B'•'r IJ'O!!R, beoua tbe bead ot 

tnp...,rica and Gi...WU retirtd. 

36. Wall<er acd bie Blair A .. ociat .. bad to turD 1D tbe 131,658 

ot the !berea ot l!epk ot ..._rica. J , ,t,, (ebicb tbq bad receind 

1D 1929 at a Die• profit 111 the Blair. c~ •rcer) tor 

tren""rlC! etock. A special. oarporatf.Ge oall!d 2'r!J'!l 

!l!t!rRripte. IDC, was to~ tor tbe Pprtee plrJIOH ot Mk1Dc 

tbie excb&Dc•, 

37, It ebould b! DOttd thet 1.29, 525 ot tbe 131, 658 ebaree C&M troa 

13 pereo~~a1 bol41Dc cOIIpaDiea ebiob bed b!!D torMd br tbe 

Blair part..ere-eeTeD 1D leetou""Janc!, two 1D ~bee, two 1D 

P&D&M aDd two 1D GllarDa4r1· 

38. Kere qaiD tbe Blair illtereata ad! -.,, tbe 40<Cb&D&e ... ttiDI 

thea &D •x.c••• arket n.l.DatiOD ot tlJ.,5 llill.1CII. 

39 . llortoY!r, ebile at tbi.e ti• the Blair partMre ...., ciT!D 

5 abarea ot Jr!pa•• rica tor MOb abar! ot '""k ot AMrica, I.A. 

tbe &!D!l"al public • • b!111& ott!t!d ozaq ) abarea ot !I!!!I:­

wri ca tor NCb abar! ot Bult ot ..._ri ca , I . A. 

40. WileD !Uebl Wallt!r took Oftr fr!y:!!u!ria_-c-t a ,.. 

polley • • acrM4 11p ebicb ubractd, ..-., other tb1Jic•• 

• Regraded Unclassified
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.t.. Denlo,_..t ot ut1ae-1ride bruoh benlr1ac. 

B. .t.cqldaitioll of toreip bezlka. 

o. l:lpNiaice 1a tbe 1a..,._• t1.el4. 

D. .t.oquiaitiCG of etooka ~ 1adut.r1ale Ull pa'bUo utillti••• 

1 . .t. 41reotorate npre-tlac uti-:l Ull iat.Mti~ 

ladutriel. ilrtereete. 

F. L1etlac of Tr'p••!!rloa n.olt 1a Loadce, Pv1e Ull ... Iorit. 

G. .t. profit ellar1a& plaa tor ottioere. 

Jalbr-G'••'p1 CODtt•t for ooptrol,. 

41. osannhlt eoCG bec&M 41N&tietie4 with Walhr'e pollciee ud 

1a 1931 aD4 19.32 ellla&ed 1a a prOJ;T fJ.&bt with Walker, 1a wbioh 

Q1enn1nt rel&lDed oontrol ot T£!a•·•·rioa· 
42. Whn it ia cou14erecl tbat at the per1ocl of the PI'GI\T fJ.&bt tbere 

were approxia~ 248,000 etockboldera 1a 1'J:!D'•Mr1ca Corpora­

.lls• thrM-toarthe ot w1aa nre ne1cl•te ot t:alltoruie, ud 

tbat added to tbeN, there nre 12,000 ~· ot the P"'llP• 

toc•tber with Oft!' 2,500,000 depoeito ... 1a the o.trolle4 ..... 

1t oa euiq be - that • ••• trep""'De witb ite 248,000 

etockboldere 1a .,... tbeA a pri-te •terpr1M. It h a cnat 
...S.-pablic 1aetitut1•.• (l'rclet pace edito<riel., SaD huloi­

Ifte, Decuber 19, 1931.) 

43. 0'-'•"'• polloi .. bed ..._ bued • ...,.•1•• a --.e.t 
arat 1a 111e ~u ... ~ 1 tul, _. a llMN1 41wtaall 

pollq. ... rs.iac -at .. &1-' ·-tial to lite ..Uwtti•· 

• 
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44. Walker found a decllning arl<et, reduced nluee and et.rningo, 

and illfiated Tran-rica with ca.pllcated interrelationahipa, 

and a gener~ depreued and batfiini eituation. DiYid811da 

.. re cut, epreadiJii diaaatbfaction. 

'S· In a shift of policy on earniJii eapbaaia, Walker ple,red down 

hanl<ing and atreooed participation 1n induatrial enterprises. 

Banks were tc be di,epoeed of and nationwide branch banking 

forgotten. Thia precipitated the pro:r;y fight. 

46. In l9Jl tbe !!!pi of A!!ric&· B.A. na aold tc the Rational City 

Bank of lew l!rl< , Traneuerica getting about 9 per cent of the 

stock of the National City. 

47. Through 19:30 and 1931 Walker waa engaged ill reorganising tbe 

various Tran88llerica companies, oelliJii aecuritiea, liquidetiJii 

bank loans, W"lting oft loesee, and generall,y consolidating 

po&i t ion. There were to ..-eel 

Tran-rica Bank Holding Co11Jl&n7 
Tran-rica Service Co•P8Q7 
Tran6UAirica Public Utility Holding Compeey 
Traneamer1oa In8Ur&Dce Holding Coapanr 
Tran8&JD8rica Mortgage Holding Coapany 
Transamer1ca International Corporation 

48. In 19Jl Tran-rica wrota dow ita illveat•nt ill controlled and 

alf111eted cc.pudu m the bdia ot tbe1r net uaet value. Tbe 

total wr1 te down exceeded a b1lllon dol.l&ra. 

49. In February , 19.32, Q1onn!n1 resu-ed control. 

Regraded Unclassified
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so. 0"•1n' re......t hb tnach bulk ~lllce, &ad haa aoqtl1n4 

breAch biDI<. 1171t .. 1D Orepa, lu~W~~toB, llen4a (&ad .&riliCa&) . 

Jla'lt' n•• braaohee ot "pk ot AMrioe. l.t, t B.A. 1D Calltomi.a 

ba .... bNn acquired. 

51. D1Tidellde whioh bad beeD eullpnded 1D 1931 were re......t 1D 1934. 

52. • AoOOUDtizli .. tboda nr. -caiD o'baaced to eable protite 1D 

eacur11;r tr-uacticu &ad 1D lecllar11;r Mld'DI• to be ahown &ad 

to be aftllahle tor d1T1dtlllda , 

53· Pl'o!ita OD ealea ot aacuritiea whioh bad beeD ft'itt.l doom 1D 

1931 totalled t-4.3 ld.lliOD 1D 1932-36, .,... t.lth ot tbe total 

blOOM t or tbe t irlt !1 .... 7.-r'l ot 0iaaDin1'1 - OODtrol 11 

tbue aooo\IDted tor 'bJ prctita OD 1&111 of ft'itt. d01111 eecuritlee. 

"-· Ill 1937 trape•--rtca holdiace ot J!!ma.,rtoe-IWr 0orpol'!.t10D 

were d1atr1butecl to &TOld rei1Rr&t1ae &I a public ut1111;r 

hold1Da ~ UD<IG' tbe 1935 Aot. 

55. Ill 1937 58 per cct ot TrgN....P,ot' t holdiDia ot tbe atocl< ot 

"nlf ot AMrioa, I.T. t B.A. 'ftr'l d1etrlboatecl to 'lrp" .. riO& 

atookholdare 1D u attaapt to br1D& 1 t out troa UDder tbe 

l'ederal R .. •"'" Aot detin1t1ae of bulk "holdiDI ......,..,. 

att111ata. • 

56. tbe eneral holdtDI o""""n' .. are baiDI ooUaplecl &ad othar 

o~•• d1aeol'Qd 1D a •e1apllfillat1oe • .,...., 

• Regraded Unclassified
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"· IJI1930 &lid tiM earq part or 1931, ""-• at tiM dMaDd ot tiM 

latioa.l llaDk J!:l:ud.n_., t3~,ooo,ooo or unbt.nkabla aeaata nra 

taken out or llaDk ot .Perica I . T. • S. A. bT Corporatlon ~ 

U.rioa, t7,800,000 or tbeae aaMtl, reprueted IV oit;y raalt;y, 

• •re tai<OIII O'f&r bT Capital c~ at O&rl'7 nl.ue. IID .. Ter, tbla 

deal, tranaaoted CD tbe lloolta or tiM parlioipatb&: """P""' •• aa 

or 1•bru.ar7 28, 1931, wu reaoindad oc llq 6, 1931. 

58. T!Mre are 1Dd1oat1cma tbat Occid.,t.al, t.1tt Ipl!!r&p:e g..-p.v 

bealdu •tlUD& to Capital <'!!!!!!& tboet real Mtata bolAillga 

which ahDwed a lo .. , parchaaed ll<lrlcac•• troa Capital ~­

tbue aupplJillg tiM lattar o~ ..S.th tlulde to take OTer tiM 

ineurance co..-n.r• e rtalt7. 

~9. TIM rollowillg ostatu..t or ahr1nltact or capital pa1.cl- in ohowa, 

eubject to notaticma t!Mreon, t bt.t or a total net capital paid-in 

or $1,~36,782,1.24.3~. (bolndi.nc atock 41Tidenda or 

t378,725,SOO.OO) tiMre aa tiM ..,.,.._. •hr1nltac• ot 88.~ or 

t l , 354,362,467 .n. t11u tiM adJuted paid-in oepital u or 

Dtceabtr 31, 1936, -ttd to tiM -or tl82,419,657.Q4. 

60. TIM ainotaa or - of tba oo,..niu in tiM 'l'r ....... r1ca croup 

indicata tiM utat or tbe caoatrol ot Mr. 0~1n1 .,..... tba 

CI'OIIPI 

Regraded Unclassified



-12-

"ttpoil .,u ... ot Dlreotor BecDr, IMOQidecl lit' DiHotor 
l'alUr aJIIl dlllT oarrt.ecl tblt Preaidnt A. P. Qt-tnt 
be 11.._ atllor11;J to aot 1D tbe -tter ot HW'bllalliDI 
1Dtar .. t rat .. to be obaqecl lit' loaD oaecl 'lllr tbe 
Stocltbold&H Awd.l1&r7 Corporatla to tbe diN-t --.a ... ctarpri .. • fetr tbe oo.1DC •-· • 

- Stocltboldera Autu • .,. Corporatice IISIIIItae 
Board ... tiJIIIUM II, 1920. 

"lll80Ln:Dt that llr. A. P. Ghnntntre aoti.Oile 1D 
tbe purobaaiDI of etook ot ftl'illlle banlte ..S otber 
oorporatioae aJIIl of real Htate, be appro• eel. • 

- Bulcitaq Corporati.Oil Board ••tiDe llialtae 
Dec.-ber s, 192.3 

ADd, 1D -..fJ.ce with aa 1aae of 100,000 - ebaree of 

l!!!!ctt.aly CorporatloQ antllarised at tba lllll ot 19251 

•.)8,916 ebaree tberaof to A. P. Gtanntnt, tbe Wlderelpecl 
I'Neidnt of tbe Corporati.Oil, at tbe price ot t300 per ebare, 
1D ordar to au.ble b1a to r .. tore borroncl etook to etoolt­
bo1dara aJIIl to Mite mob otber a4Juet.nt1 u ~ be aeo­•••&r7 1D tba -ttar of tbe .--t 80r& or 1&11 -•ehl 
effort. wb1ch ba, oa h1l - 1D1t1at1'f'a aJIIl r .. poaa1h1111;J, 
but for tbe beet 1Dtaraete of tbe Corpor&tice aJIIl ite etook­
holdarl, pat forth to hold tbe arltet ftlue of tbe etoolt 
withiD r....,...b1e bowlde.• 

l!!!!e1taq CorporatloQ lloard ... tiDe lUst••• 
Deo•ber 211, 1925. 

10. _,tiOD cbal;r -ae aJIIl eeooadecl, A. p • Q1annfnt 1 
Pre1ideut, ••• autbOriled to recluoe tbe par ftlue of the 
etoclt aJIIl deolere eueh cU'f'idde u be ..S.ht 11.- proper.• 

61. It 1e d1tf1onlt to trace tbe full-' of ~te-a. to 

tl,soo,ooo pa14 to tbe lhli...vliv of C&Utol"'i.a, at 1aut 

t.3,765,157.69 aa paid to h1a c1ar1Dc tbe per1o4 boa 1925 

to 1936 1Doluli ... . 
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62, Jl'roa tba a boY& , l t ~ appear t.bat tba ooDaol.l4atad 'baaaoa 

theat tlma pra8&1lted d•a not follow tba orthodox •tbod ot 

OOtltOl14atloft, 

63. 111 Ylaw ot the ...U caab poaitlon, the pladci.Di ot a l&rea part 

ot the auata, aJid the poaalble itllbllit;r to dlepoH ot readilT, 

the re•lntng tree arltetabla aacnrltin, lt would - fran.-

.. rica Corporation rltb lta c0tleoli4atad IUbaldlariaa la 1n a 

,.,.....bat llllliquid position. 

64. Wltb a to•wbat depl.atad cub poeltiOtl aDd ta1t1nc into &eeOWlt 

0\lrnllt ............ 1t .a:r ba that mo .... rica CorporatiOD wUl 

baY& to borrow troa ita affiliated batllc:t. 

6S. J1!1!1.tal Qo&p!AY and CalitOI'Dia l.a!!!lt Coap!!U'. Inc. owe l!!pk ot 

A!!rica, w. T. & S,.l, $51.6 ailll0t1 tor rMl aatata purcheaad 
' 

troa the• UDder long-tar• contract• ond aortcaen aaaaaed. 

(Ot the $51 ,616,4)2, 78, $42,384,123.79, 1a due to the Bek ot 

Aaerica , I . T. & S,.l, tar pll'CbaMt at related PNYlonal.T to 

reliaYa the batllc: ot troMO rMl •tat& OWMd by it. ) 

66. Capital Co!!p!!!!Y aJid Calitomia L!pd! CO!D"V• Igo, line a 

reeern tor depreciatiOD aDd rnaluatlon ot $11,896,.398·14· 

Tblt uount 1e equal to 14,,35~ ot the total boot Yalue ot 

$8.3,907,'771.3.3· It would ••• tbat the rata ot 14 • .35~ le 

axcaptl onall,r low CODildari.Di the dratt1o ~1 lp• 1n real utata 

'faluaa, part1oDl&rl,r wt.n coap&rad rltb the ••enc• per oat 
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ot lou 011 real. .. tate 110ld bt Capital 0~ &Dd. Oalitan~i& 

~. Ino. dllrille 1935 &Dd. 1936 wldoll ne 22.~. 011 the lvpo­

tbootie&l hloei• ot 22. ~ or a t.ot&J. e&rr7UC ..alii.- or 

$82,907,771.33 tor rMl .. tate ......t, tboo reMne tor depreota.. 

t1011 &Dd. rnalu&t1011 •CIIlld be $1.8,936,134.97. !I» $1.8,936,134.97 

o~•• rltb a r .. erre tor depreoi&t101l &114 r ... aluatiOil pro't'iAiad 

ot lll.,896,398.14 or a detioi~DGJ 1D tboo ren.-.. or t7 ,039, 736.83 

67. !bat ~ti&l tred.ial aot1Tit1" '""' ooaotGote4 1D tboo oaplt&l 

etook ot True•......,. Corp!!!'!tloa a ita 11Ube1d.1.erf &Dd. at­

tUi&ted CII'CIIIIia&tiau h eTidQced bt tbe taot tlat at Dec I Des 

31, 1929, tboo nrlou 11Ube141&ri .. ot trau•"!"'!oa Corporatiop 

.. re 10111 1,086,a23. 75-5/6 eb&ree or tb&t oorporat1011 at an 

&Yel'qe price or t61.29, b&TiDe 8D aurecate book ...tne ot 

t66,578, 20l.Ol. 

68. Tile In larlt Stoolt lxcb&al&• c-ttt.e. Oil Stoolt L1et ..-atreted 

rltb Tr""NNI'iO& Corporatiog tor ite Mt1Tit1•• 1D ite 01111 

•Jar••· 
69. "tile oonetant llbittine ot eberee between oOIIJ)Uliee.• p. 1.32. 

70. •tile ·tre•adoue trediq -.ol>me tllet took plaoe 1D tile elaree 

ot Try-rioa Corpprat.tw bt 1'HP!"'rioa Cc!r!!opt1011 a ite 

11Jbeldlart .. &Dd. &ttUi&ted C'OIIp'l"'•••" P• 135 • 
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My dear Mr. Secretary, 

II. 

TREASURY DEPA~T 
CO:.IP'rROLLER OF TilE CURRENCY 

'o/ASHING~Oll 

January 28th, 1938. 

In view of the .t'act t hat I am l eaving Wonday evening 
and will not have a chance to participate in further con.t'erences, 
I t hought I should give you a few reflections I have had as a 
r esult of the conference this morning . 

lst. I was dumfounded at the statement of Chairman 
Leo Crowley with reference to the Bank of America. He has 

never indicated to me dir ectly or indirectly any dissatisfaction 
or criticism with reference to the Bank of America . The firs t 
information I had t hat he was critical of the situation was in 
his statements t his morning. l.!r . Crowley baa never discussed 
or presented the matter to the Board of Directors of the Federal 
Deposit Insurance Corporation. 

2nd. Under the law it is t he duty of the Federal Deposit 
Insurance Cor poration to serve notice on any insured bank who 
engages in ur.sound or unsafe practices . I 1' Mr. Crowley's etate­
ments were cor r ect he should have presented the !'acts to the 
F.J.) . l.C. Board and a notice should have been sent to the Bank 
of America. 

3rd. I was even more surprised when Dr. Viner s tated 
he had a report given to him by Chairman Leo Crowley on this 
matter. As you perhaps know, these reports are confidential 
information and it was a great surprise to know that !.!r . crowley 
would divul ge information of t his lcind to any individual without 
tho authority of the Doard of Direct ors . We regard this as a 
dangerous precedent and violation of the law. 

4th, Any person des i gnated by you bas full access to 
all of t he records of this offi ce at any t ime and we are rather 
surprised that Dr. Viner should not have secured such an ~lthori­
zation from you to get such information from this office if he 
cared to make a study of any bank. 

5th. Chairman Crowley's serious error was immediately 
corrected by Cha ir:nan Eccles . This -tter cannot be handled 
without the most careful consideration, and of course Dr. Viner 
could easily be led into error by Crowley, because Dr . Viner 
does not hold himself out as a bank expert. Nor doea he claim 
to be an expert examiner. He baa fine j udgment when the facta 
are presented to him . 
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6th, I have always Jm01m of Chairman Crowley's hostility 
t o the National Banking system, a s evidenced by the effort on 
t he part of his representatives, whenever merge~e of banks in 
communities are involved, to establish a state bank rather than 
a national bank. 

7t h . I t occurs to me that whenever Government money 
goes into mergers, which i nvestments must be approved by the 
Secretary of t he Treasury, that we should make an effort to have 
t he bank nationalized and bring it under the control of the 
Treasury. 

8t h . Dissolution of holding companies will have a more 
pr onounced effort on t he holding companies ib the northwest .: 
Minnesota, North Dakota, South Dakota, Montana, and othe r north­
weatern stat es - for the reason that t he banks t here are unit 
banks, and if the stock of t hese banks is distributed you will 
have a bank in some i .nstances with $20, 000 of capital stock dis­
tributed among twenty to t hirty t housand shareholders . This 
i nconvenience will not be suffered by any bank which has branches. 

9th. I pointed out this morning an illustration of denial 
by this office of an appl ication of t he Bank of America to establish 
a branch at El Monte, California. Subsequently the Bank of America 
made application for one of its state banks at t he same point, to 
which I objected before the Federal Deposit Insurance Corporation, 
and t he application was denied . Transamerica then purchased one 
of t he going banks in t ha t city. 

l Oth. For several months t here has ·been on my desk appli­
cations tor additional branches in Nevada and for several weeks in 
Or egon, of banks controller by •.rransamerica, and t hese branches have 

been declined because t he ratio was no t according to t he standard 
f i xed by this office . Otherwise, these banks are in excellent 
condition. 

11th . This office has made some cr iticism of the Bank 
of America, since it is the duty of the office to call the attention 
of the management t o unfavorable loans in any bank, We have cri­
ticized the Bank of America for an excess of real e a tate owned, and 
also we consider loans to affiliates baaed on real estate subject 
to criticism. These criti cisms were contained in the report which 
Mr . Crowley se<mred from this office . 

12th. Chairman ~coles pointed out rather briefly this 
morning the astonishing recovery made by the Bank of America from 
1933 to 1937. Heretofore we have furnished you with a memorandum 
on this subject. Two or three facts stand out rather pointedly -

.. 
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(a ) Tho sound capital struoturo has boon inoroased 
• • 2 , 395,000. 

(b) Cash and Governments are now a t $512, 000 1 000 . 

(o) This bank never sol d any preferred stock to the 
Government . In 1932 it owed t he Reconstr uction 
Finance Cor poration, the l''ederal Reserve and 
oorrespondents 0138, 182, 000, This indebtedness 
had been completely liquidated by June, 1933. 

(d) Deposits have inoreasod from ~713, 346 ,000 to 
~1,349 , 700,000, 

(e) This bank has more Federal HOUsing loans than all 
ot the other banks in California combined, something 
like ~5s ,ooo,ooo . 

13th. lolr . crowley' s erroneous criticism of t he bank 1n 
no way roached the point of t he discussion at t he oonference . 
l~ile the discussion was entirely out side of the purpose of the 
con!or once, yot I feel these observat ions are pertinent, 

14th. Affiliate and holding company loans should be 
watched with care and e. policy should be adopted looking towa~·d 
the entire elimination of all suoh loans . 

16th. Chairman Douglas' statement that there was some 
evidence of manipulation of s t ock in Transamerica is a matter to be 
oondcrnnod if i t exists, but that is a matter entirely under the 
jurisdiction of the Securities and Exchange Commission, 

16th, Chairman Eccles stated tha t he bad discussed wi th 
the Chairman of the Federa.l Reserve Bonk in San Franoisco the 
Tr ansamerica policy of extension and instructed ~ to advise 
!.lr . Fiann1n1 that u· this extension continued in t he northwest , 
ho vtould be compelled to ask tor legislation. This is the first 
~nformation t his office has bad of t his position on the part of 
tho Federal Reserve Board. 

17th. l'fe have an appointment with Mr. Ciannini tor 
tomorrow to discuss some criticisms we have of the bank, Chair­
man Douglas stated that he also had an appoi ntment with l.!r , 
Giannini for 9 :30 tomorrow n~orning . I t would seem highly im­
portant that Mr . Crowley diseuse whatever he bas 1n mind wi th 
Mr . Giannini tomorrow also , 

18t h . I hove stated on numer ous occasions that I am 
absolutely opposed to holding companiea of bank st ocks which 
tends to go to the extent of controlling the banking system of 
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the nation, We cannot permit the banking s t ructure of the 
nation to ever get int o the control of one or t wo gr oupe of 
men through holding complllli es . 

I believe the conference was of definite value 1n br ing­
ing out the points enumerated in this letter . 

Bon. Henry Morgenthau, Jr., 
Secretary of the Treasury, 

Cordially yours , 

(Si gned) J. F . T . O' Connor 

Comptroller. 

Treasury BuUding, Washington, D. c. 
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_. ...... 
Ia - lloDk ot Uerica I . T. • 8 • .&. 

~a 1a s... hazloieoo laat Jon•b.r, at wbiob tiae tba aboft-
....-ct buk .. 1.1lldU' ecqe'vtloa, tiM writer cCIIlf.rred with llr. '· P. GtaMtnt 

tor a t .. .S..ka ~. .. atated that ba 41aqt'M4 with tba azuiaer re­
gazdj.q about J8,000,000 ot IO=<"•Jlad ClenoD lt&JI4-ItUl J.oua carrt.4 1a 

tba uaata ot tba baalt. r. aa14 that ba tbca\cht tba.r wwld ba pd4 1a Ml 
ODd didll't tbiak 1t proper to alta uv- ob&r1-rt OD -..t ot tbaa. 

.f.t tlat tiae arra~~~-t• 1NH ada tor a ooatar.noa witb llr. 
Gbnn!nl to ba bald 1a laabialtoD tba latter part ot Daoeaber. Later ba 
wrota that b1a trip to l&abialtoD ba4 baaD dd.......S a abort tiae Oil aoooaAt 
ot Ubaaa 1a tba taal.q. AMUioa' lattar a. .-.o.iwd holl b1a atatial ba 

wwld anin bare "" 1-.,. 29. 

!Ia writar ba4 prepared tor tb1a ooat......,a c4 llr. G1ena1n1 -
to the ottioa a 'bout ten tb1rt7. lora thaD c boar •• ooaiiUMd 1a a 41e­
oueaioa ot tbe baalt'a attaira Uld all tba priDcipal oritiolue ot tba baalt 
ran.otad b)" tba reporta ot n ... ••tloe ware 'broQcbt Clllt bT tba writar. 

llr. Qianalnl praa..,ted atata....ta ada b)" llr. llarYttr GibeOD, 

Pruid«<t ot the llamtactu.....e Trult Cooopa117 1a •• York, ncudilll ClenoD 
oredita. r. ~rae told that that alJOPlT 1an 011a 88D1a opiaiOD Uld that it 
ne not beUawd an:r- 00\ll.d accurata]T plaoa a Tabla on tba Glrr88D loua, 
Ba wu uao told that the lrl'itar lnatruoted the .., .. nara 1n BoltOD, In 
I ork Uld Obloqo _.. tbAa a T.U qo to ban tha natlOD&l. baalte bol.41nc 
tbeaa loana to writ& ott at 1aut the axobanla loea, whiob -w to a~ 
proxiaata]T 50l' ot tba book 'ftJ.:Aa Uld •ban aucb lattar ot iaatrnotiODa raacbad 
San 7rano1eoo with rupeot to tba lloDk ot AMr1ca tba ... .,,... oelled 011 tba 

talapb<xla c4 aa1d Ia ba4 reached c acr•-t witb llr. OS•nalnl to Chari• 
ott tl,OOO,OOO at the tiae ot each aa.t..anma•' axuinat1011 antU tba book 
ftllla ba4 bee racruo.d b)" 5011 and atrclnelT rae m "'ad tbat tbia arraDiaMDt 
Ia allo,.., to lt&D4, 

Tba taota are ttat 11r. 01-1ns obarpd ott tl,ooo,ooo OD the 
Glrr88D ore41ta blat , ._ .. a. told at the naxt two ..,.,•t1011a be taUad 

to obarl• ott Uf1tbial. Ia .atttad tb1a acz--t, axoapt that ba atated 
b1a acra-t at that t1• ooftNd ~ that part ot tba s- 1oul lr:DOirD 
aa tba Lae K1qina ore41ta, ~rb1oll are about -lalt ot tba tota1 book 'nllu. 

!'- lrl'lter at Wa point bapla to oell attatloa to a larp aure­
pta ot -t1ahatc7 uaata 1a tba baalt wld.oll are ClritS.Uad 1n tba report 
ot ..,.,.t1011, oop1.aa ot wblU _. fllrniaba4 to tba bAak1 a ••1 t, 11114 
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to u.. 111\Htiataotor7 pollciea, NPM'•ll;r cU..u-1 pollciu. Utctioa aa 
&lao called tot.,. •ttv or 1acNu1ac ~ book ...U... at Ulllite4 statea ..S 
aan.lcipal boDda to t.,. ateat or tu,ooo,ooo 1a l.9)S ..s 1936, wh1Gh .-t 
waa applied ~ the reducUao or ohU.catiou at ~ rore.r at't1.l18te 
Interuerica Corpol'&tiall, llblob obllptioe •• plaoe4 1a the buk 1a 19)1. u4 
1932 to take ooat o'ojeoti..,.bla aaMta. Be •• told tbat tiWo prsctloa wu 
.,.ry objaoti-bla ..s, •• ba mn, bia buk bad beta aritioiaad 1a reporta 
ot ext•l114lt1on tor tba 1Do14ant. Be olAt..S tbtt tbt •ttv bad DOW 'ben 
entiral.T oltare4 up, b&t tba &XalliDar' a laat report allow& approxiatel,y 
t6,ooo,ooo ot t.,. .--.1 u 110t llartlll been oorraot..s. 

llr. OS•I!!!'Dl '• atteutiola •• o&lle4 to wbat 1a balle....t to .,. tiM 
1108t aerioua ariticiaa ..S t.,.t l a tba obliptiODa ot frau-rioa Carporatioa 
tJ>CI ita ftl'ioue aubaicU.ariaa, wbicb at the tiM ot 1.ut ena1n•t1011 ac&r•c•te4 
$74,000,000, which baa 'oMD a Mttv ot or1t1o1a tor ..,. tiM. Practioal.l,r 
all ot tbia iude'btedllaea 1a aaoured ~ or ...- 011 real. eatate. !bU 1Do11ldu 
tl2,000,000 to Calltoroia LaDoU COIIPUI;r, which ia pro'oabl,y DothiDc _.. t'oall 
other real. eatate, aa t.,. obli«atiODa .,..... &i....., tor rara laDia wbioh the 

'otul< &0Ciu1racl at a toreoloeura ot tiM llllrtcaau ..S &lao 1Dcludaa t;l9,ooo,ooo 
to capitol ~. the o'blllatiOD& ot wbioh ,..... ct....., to the buk tor o1t7 
real eatet e &0Ciu1racl ~ it tlzrouch roreo1oaure ot -tcaa••· llr. G,..,,., 
etatecl t.,.t 1D hie opiDiOD this waa ODe or tha beat aaaeta 1D the built aa4 
na worth eouai4erabl,r ..,... t'oall ~ 'book w.l.ue. 

Be was told tbtt tbia mtire .._t abould be el1a1n•te4 hca the 
aeeeta ot the bank aa quickl;r u poeaibla &D4 wb1la attorta are heiDI -.de to 
liquidate the slow and Ulldeeira'ole 1Dde'ote4ueae the baDk should eharp ott 
par1od1cal.l,y ou the various 1teu. fbia attar lata been er1t1c1se4 at •ch 
ot the exa•h>atioua ot t.,. buk. 

llro Q!enn!nt apparentl,y ciJ.d DOt like the critici&a &D4 at ODe tiM 
etated we could take tba buk ..S rwl it. Be reviewed 'oriatl,y eOM ot the 
iaprovuente tbtt had ..._ ada 1D tba bulk emca t he Jlanlr1"' lollclq or 1933 
tJ>CI referred to t.,. eoncU.tioo or other o&ti..,el. beDka. fhe writer prollptl;r 
acree4 u to tba ilrprov.-nt be bad ada atter beill& re1Detate4 u bae4 ot t ba 
bank 1D 19)2, •t the attaire or other baDka ~ not be cU.ecuaHd vith h1.a 
1D &IV' ~· 

11& attentiOD waa e&llad to IIIIMJ'OU& other -"•r o'oj.cti-bla 
aaeeta, &&cre&•till& t2o,OOO,OOO, 1D which IMra ia DO doubt conei4arablo lou, 
also, the o'oj ecti..,.bla practice ot M.I<1Dc aerviee char&•• on dorant 
deposit accounts. 

Be waa told that 1D vin ot the 'IV7 tact that hie bulk wu operatill& 
in praet loall,r •'IV7 town t.Dd citT tlzrouchov.t tba state ot C&lltornia it 
carta1Dl,y ahoul4 be OM ot tba atrona .. t bt.Dka 1D tba COUDtry. Be clt.l-' to 
belle.,. tbat it ia tb& atrooceet buk 1D the UD1te4 Statea. 

fba bt.Dk'a cU.vldead pollc1ea ,..... ~ diaoueaed. Be waa told tb&t 
the writer t~ qraee with the uuiDer' a ariticl .. or ncb pollciaa 
and that 1Date&d ot writill& ott u~ u4 par1.ocU.oall;r GD the lup aura­
pte ot real. eatate ancl other o'ojaot~bla aaaate ~ cU.vldead rate ot the 
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'!'be acM4ule wbiob ba4 been prepared abowiq tbe operatiJI& ....,_ 
1nge, nat earn1D&e &Dd dh14eada paid cowwill& tbe put ,......, JMr& wa 
renewed. ID 1933 tbe bADlt paid t;l,2SO,OOO or 4~ or tbe e&pital.l ill 1934 
13,750,000, at tlM rate of 7~1 ill 1935 16,ooo,ooo, at tbe rate of ~I ill 
1936 $8,000,000, at tlM rate ot 1~, &DCI ,., 1937 u,eoo,ooo, at tbe r ate ot 
17.~. 

.... Za11h LaMr Cobia wa llitb .... Gialmilli durill& tbie entire coD­
tnenca, 7oll<>Winl tbe conference .... G1analn! Mnt .... Cobb back to tbia 
office with a number of echedulee ot cr1t1c1Hd auate &DCI letter& wbicb 
had bean forwarded troD the bADI<, aTidantlJ tor the purpose or ba'ri.lli tbie 
ottica instruct tbe ex&lliner recardin& the cleuitication or - ill bie r ... 
port ot «D'"lnatioo wbioll 1e now bein& written 1n San J'r&Dcioco. The o......, 
c:redite were aca1n dieouaeed brieflJ &DCI witb tbie acaption .... Cobb na 
told t bat &OJ additional into,..tion recardinc tba aeeeta eboul.d be taken up 
a1 til tbe •ned oere at tlM San Prancieco ottic.. 

(eicned) 'II.P. POLGER 
Cbief Rational Bank l:luinar 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



GROUP SA!IKS (000 oal.tta<l) 

ll'O. • 
0!' PAn vAL. , sanro v AilE p R E !' ~ !l R ~ D TorAL 

IWI:E OP Bl.tll LOCATION !JAJJB;; co~n.toN CO'..!lJON A 8 SOON!> D!POS! TS 

Al.moura 8eour1tiea,Ino. Jaok:eonville 9 2, 650 4,669 - - 4,669 49,722 

A.Nr1o&n llatl.ooa1 il&nk N&oi\Yille 8 3,430 4,149 4 , 0 95 - 8.244 57, 2M 

~lo-,atl. Corporation S&n Pre.no is oo 9 11, 076 12, 878 6 , 000 - 17, 878 218,876 

.l.tl&nt1o llatl.ona1 e.llk Jaokoonvi11e 7 3 , 650 4 . 940 - - 4 , 840 51, 506 

llaDooh1o Corpo:'atl.on · Columbus 16 7 , 440 ll,232 - - 11, 232 108, 227 

Cit 1&.,. • Southern H~l4J..q;Co Sa....,.)) 7 u. 200 10, 086 46 - 10, 132 109, 696 

eo,..roe Tr\a.et co. kna&s Citl' • 6 , 700 12,020 - - 12, 020 180, 334 

Pirot Bank Stool< Corp 1U.Jm-pol1o 79 19,185 41 , 282 - - 41, 282 390, 44 7 

014 Cr 1"'1Y 'l'ruat .l.aoooiateo Booton 14 3 6 , 2!!3 106, 4 81 1 , 000 - 107,481 643,786 

Pil'o t !Ia tl.onal 8aJil< Chioat;<> 7 32 , 400 73, 165 396 - 73, 561 945,449 

Pirot llatl.ona1 B&Dk rru.taeo Lo\11orlll• 6 2 ,460 7 , 202 226 - 7 , ,27 43,566 

Pil'lt Saourl tr Corpcratl.on Os<l•n 6 1,8eo 6 ,166 1 , 290 15 7 ,471 67 , 503 

Pirot Tl'ue t I& Dapooi t Co Syraou30 12 2,543 398(R) 6 , 636 1 , 172 7,410 84,071 

a-Uton llatl.onal Aeooo. Ino . Chatta.noo~a. 18 3 , 746 5 , 784 1 , 9U 100 7 , 826 75 , 707 

Bartto.-4-co~:meottoQt rr • Co Hal'ttor<l 6 325 675 - - 6'15 5 ,424 

llo.rl.,. -orpcratl.cm S.att1e 3 2, 626 6 ,463 - - 6 , 463 73 , 952 

Yal'ine 11114lan4, I,.o. a.tta1o 18 22 , 800 52P18 1 , 920 - 53 , 938 3 99 , 635 

... tl.ana1 Sh&-t 8aDit Boeton 7 10, 926 29, 045 297 150 29, 492 185,439 

1"ra..Da:atri oa Corpc:rati on San F'ranc iooo 7 66,300 109,906 • so - 110, 355 1 •• 99, 042 

llcrtbwot -Ol'pcrati.OD lU.nno apo11o 94 17, 6 83 30,226 9 , 017 - 39 , 243 394 ,3~ 

T'r'uat Co . of 0. . Uaooia tea .l.tlonta 6 3 , 850 22, 872 - - 22 , 872 38 , 6210 

llnicm Tr. Co. • llellbou>I<Corp . Pit tobUI'S)l 24 210 , 676 225 , 278 1 , 415 100 226 , 793 726,136 

'l'i'i.soona\n Bank Shares Co-rp . llil•ul<e• 18 8 , 005 ~4L7_6, 11, 162 - -- - _25, 9_31 . _ 2Gl, 623 

zo~ . fia~ 790 , 807 11 , 890 1, 537 8~7 , 234 6 . 5~:), 2~6 

..; 
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Honorable M&rah&ll II. Dire-, 
Actin« Cocptroller of tbll Currency, 
Tre&our;r Dep&rtaont, 
Waobi~on, D. 0. 

Dar Mr. Digol 

9. 

~ 6 , 1938 

.lo .lCtiJ18 Coraptroller of the Curr ..,..,. ;rou no 44ul>t dnire to be apt well 
in!oraed rep.rd1D& tbll trne coDdl.Uon of the ...,or bank• 1n the United St&tn 
vhich operate und.,. 70'Ill" ouperrieion. Since the ...,orh of the lTation&l BADk 
ID~Dinero an their ol<&llill&t1ono of b&nko ohou.ld conot1 tnte All indub1t&ble eo'!ll"ce 
of correct 1nforaation 1n th1e re-t>•ct, 1t 1e reeoonable to aolltlll8 that ;ron r ef er 
ehietl;r to thooe reporh for ;rour 1ntoraat1on and that 7011 baoe 70'Ill" concluaiono 
on thea. It follovo, therefore, that in vrit ing reporta , e:zaainere ohould preaent 
a true picture not onl7 of the fiD&nC1el condU ion of a bank at tbll ti• of eua­
inaUon, but oleo of the progre81 1t lao been -.ld.ng, ut.oet care being talcen to 
a'fo1d incorrect etateMZ~te on eaaential pointe. 

With a fnll realb&t'i:oa., then, of the illport&nae to ;rour office of hart~~& 
on f1lo true roporto of the coDdit1on of the hanko under ;rour ouperrtoion, I feel 
thot ;rour attention ohou.ld be dravn to the m1oropreoentat1on of the condition of • 
Bank of klerica lfat1ollal TMlllt aDd Sartnso A11ocl.ation in recent reporte of the 
llat1ollal Bank :Z.DIIIiner. :lll:a«gerat1on of problema aDd uncl.ereotiaation of proueoo 
appears to be the obrtoua theme of the reporte , and, vhilo tho condition of the 
bank has been progreooi'fOl;r imprOTing oineo I returned to the llallagt~~~ont 1n 1932, 
tho importance of th1e progreoe 1o 11tinimized b;r undue eritio1••· Thie 11 partie..,_ 
larl;r true of the report of examination made ao of .luguot 31., 1937, and coq>loted 
on April 20, 1938, vhich I haTe Juot received, · 

Inov1J18 the eondi t1on of the hank ae well ae I do, I am cone trained to ro-r.k. 
that tbe vrlter of the l ast report oitbllr failed to make a proper otu~ of certain 
matters vhich be hao aeon fit tc crit 1eioe, or he he• conecctod probl•• for roaeono 
boat lcnovn to himself. He hao succeeded in proaent1118 a werped pict'lll"o of tbll con­
dition of tho bAnk b;r the simple but effective proeooo of OW1'-flaphaehill8 the 
importance of .attoro ~1118 aincr oignificanco, aakill8 obscure the reference to 
improTed conditione , and oxaggorat1J18 probloao to tho extent that own thoUih certain 
progress hao boon reported, ito iaportanco ie dwarfed b;r tho occrmit;r of tho exac­
geratione. 

In oupport of a;r attitude in th1e -ttor, I v1ah to drav 7011r a t tention to 
th8 following 1tomo appearing in the laot report of oDIIiDAtion, and to a;r co-octo 
in roprd thereto . 
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1. ' IJil'!l!l' 1, P£01 11, 07 '.!'HIS BIP<I!! lllllll A IIIOAPI!I!U1'I<Ir 01 IILOY, 
lX1UB'tiUL !liD LOSS ar.&.aSinOJ!l'IOIIS, ~1'1'1111l WI!R D!r VJaL.t.SmiiD 
DJII'llllOLU'IO!I, !'Ill 'fO!W. BOOS: V.llm 01 USI!'S SO ar.&.SSIJ'IID II 
$143,662,116 •• 7, Oil 29,4?1 01 !'Ill liii!'IU 1001: T.U.UI OJ' !'Ill BOlD 
ACOOCI!. 1 

!boo aboTo otat-nt 11 oitMr '"" error, or '"" l.llhnUCIII&l, ab­
reproMnhUon bo_,.o on o:aainaUon of l.lloert 1, paeo 11, 
it 11 41oclooe4 tb&t bolldo referred t o l.llclu4o 11. s. Oonmant 
NJ4 .anicipal bollda ~pUJIC $141,4:!0,063.12 111 eODDO~lOD 
with wblch tho oaa of $2,523,11D. 71 lo claoolfled ao a loaa 
boeanM of 4aprac1atlon 111 ..-Jaot Talu. balov a prn1cm~ 
vrittan up book T&lua. 

!he clue1f1cat1oll 1a -hed 1a tha report aa alov, 
$307,377.67, dcmbttul $11,334.42, and loot $2,836, 769. 31. 

!he actual total book T&lu. of boDda llll>Jo~ to e4ftrM clan1-
!1oat1o11 1o $2 ,223,053.35, len than l/2 of l~ of the total boD4 
accouat aDd aot $143,662,000, or 29.4?i'. 

2. CUSSIJ'IOMUOII 01 $2,623,000 07 liii'II!OWIOI IJI 11. S, OO'IikiMDf AID 
MtmiOIPAL BOIIDS AS A LOSS, 

Th1o clanlf1cat1oa repreeante the •rat depreciation, vi tbout 
alloV&DCa for ra11nea for aaorUsat1oa of pr..,iua, aa of tha 
dote of the olllllllnat1on, belov book T&luo 011 boDde prn1oullJ' 
vr1tte11 up. !he c1an1t1cat1o11 wa left 111 the CC~~Pleted report 
altbou&l> prior to co~~plet1o11 of the 1UIIlillat1oa, tbe aarlaot price 
of the boah bad a4Tonca4 to appro:d.ll&tel7 $1 ,000,000 onr tbe 
book Talue . 

3. "!'111 .UCOIJn OJ' tliiLlliJUL .AJID SUB-ftU!IlAIID rn:IS'l'MIJI!S Al!ISIJO noM liAR 
UDOfii!S I8 lOW SIIBS!.u."IULLT llillU(3), n' JIIW !'Ill PEUIIIIf PLAir 'fO 
DISPOSI 01 SJCB aamtn'IBS DOCEDIADLT tii'OI AO<PISifiOII. JUifD !'Ill 
IIUMBil! 01 SUO!! IfJIIS Ul!ll!IDID OJ !'Ill BOOU, SOMI 01 !'Bill J'Oa OTD 
!rBRJ:Il OR J'Ollll UAICill.tll!I0118, DCIS 1101' ll!liii'1U J'CLL APPLICA!'IOIJ 01 !'Ill 
AIINOO!ICID POLICY, •••• .. ••"KLDUll.tll!IOII 07 TDSI IDMS AS OLUIIIJI.:l 
SROllLD Bl JrftO!ID ro AVOID J'Wi'iiiiR Slfll1lJI ORn'IOIIIC, 1 

Securi t111 c1&111tied aa ' boDda unlavfull7 acquired, etc. 1 aaount 
to $1,394,000 aDd on anal7111 dioclooo 

6 1eeuae with a book Talue of $1, 251.,000 pv.rchaM4 
1a the ..-ket aDd el.aaa1t1ed aa UDlavful '117 the 
1UIIil1 .. oliO bal &A opiD10D dlffll'IDt ~ Cllll'l 

with rapr4 to their acoaptabUl\7 UJI4er rapaUona 
rela tiDC to ecmnraloD faaturu. !'hoae boDd• ara 
connrtlblo tato coaaOD etock at tho optioa of the 
holder, wbereaa tha repatloa of tho COII]>trollor 
pl'ohlblh tM purohall of boDda COIITirtlbll. into 
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otoelt at the option of the il11111r. We ~ of DO 
prohibition apiDit the p=cb&11 of bondo co~m~rt­
i ble at the option of the holAer 1 

II ilouo vi th a book 't'alue of $1'7 ,j)OO acquirecl. to . 
aYoid a lou on innotmento alreadT hdd and ther~ 
fore 1D oar opinion lavtal within tbe prOYiliono of 
tbe Oo.ptroller1 o regu18.t1on1; 

2 ht~~~.e e with a book valu of $29,000 acquirecl. to 
aYoid litiption and po11ible lo11 froa litigation; 

9 i1eue with a book 'falue of $7683, three of which 
are carried at $1.00 each, acquirecl. 1D the taOo't'er 
of banko. 

J'roa the al>oTI it 1e oeen 1that the I!UIIIber of unl...tul it­
acquired in the talceo...ar of banll:a• required 'b7 the e:raainer to be 
elimnated to aYoid •anere oritici•• are dehr~~ined on a.nal71io to 
be onl7 9 it81U v!.th a book Talue of $7683. While the aud.ner 11 
tochDicallT correct in liotint; these 1tn1, the elll!)haoil in hil 
r-.-11:1 on the &Toidance of further '"ere oriticioa would lead the 
reader to beli""e that thil w.e a relatlni ,. iij)ortant item in tbe 
report. 

4. 1 II!1SMI1CR J.S OVD 3~ rm TIIEi :JWm:IS TOUL J.SSJlrS .Am: Ill ITS l!OIID AOOOUIIT 
WITH OVIR 7~ OCIG'IIISID rm U. 8. OOvmoo:!l'l' I SSI3S O&RlliZD ON Til! BOOI8 
AT A BI~HLT l:Nl'L1TliD JIIlUllli an:R PAll VJLUI, TIIEi SI'l'U~IC!I J.S PB!SIIIIIDD 
IIIDICJ.!l'ES J. POTI!ll'IALLT DAIIGDOUS POSITION.• 

J.e of tbe date of the e:raaiuation the be.Dit helA $367,799,000 par 
.,..liiAI u. s. Trea11U17 and ~uteecl. ileuo v!.th a book Yalue of 
$376,829,000 l.Ddicating a prelliu of $8,$64,000. The .. rklt 
't'alue of theoe ht~~~.eo, at that tt.e, val $371,4150000, a arklt 
depreciation of $5,423,000, 

Before COJOpletion Of the ..... iD&tiOD the exct111 of market YalUI 
OYir book Y&lue of U.s. GoT&rMent bondo held 'b7 tbe bank had 
iDereaoed to $2,800,000 and ao of J.pril 28, 1938 w.o $8,256,000, 
GonrDIIent and &Q&r&nteed ioeuo at tho preoont tiM are 11llint; 
on an· &Yerage of 4. 97 OYer par Talue, Vi th oar iDYiotact of 
$376 , 899,000 oarried at a prelli,. of oul7 2t pointe, we do DOt 
adllit •a h1sbJ.7 inflated 11t'llat1on1 • MoreOYer, preat .... are . 
•ortiaecl. to the fire\ oall date and to iiiPlT a 4azlcer'"'o •1t­
at1on with reepeot to our inn1t111nt 1D u.s. GoYerDMnt bondo 
11 to 111Jft1CD the crecl.it of the Jedwal GOYol'nlllnt. Jurth-ore, 
it hinoonoiltct f or a Moral .,...,iDer to refer to a larp . 
ho1A1nt; in oe...n tin 'of the OoYermoent •• 1Dd1cat1nc a pot­
t1al17 danprCIDo condition 'IdleD the oafet,. of dapoo1toro 1 t'lmdo 
1n pootal ••Till«•• the iDI"IIl'&Dce of b&DII:o bT the Jederal Depoll t 
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lD.mruce Corp<ratlon , aD4 the ol4 -ce l>elletU1 ot the loo1&1 
s-ru:r J.ct, ,..... all OODUJl&'Ct 'QJIOD the aatet:r ot t'aDl1 lA 
Gcrre..-t 'boa41. 

5, ' XIIilliiOI IS IWll !'0 LU!OI LIDS, PAal 8 tniR!S 2 !1'0 :n, CD' me IIUOII!l', 
OOlll'.UIID 'f'IIIIIIIJI .li!B lli!':II!IIIOif CD' Ollllli!l' !l'O'r.&LII~ .ll2, '708,4!1&,08 
mDSIII!l'IIG .A7l'JIQXDCA!JILT B.~ OJ' !1!1111 BU11 8 !l'O'UL .lSS!!.fS, !Ill 00..: 
Cllll'l'RA!l'IOI'S CD' Ollllli!l' J.S RJli'LIO'riD II' !'IUS OIIOtiP OOiftrrtll'l !D IUJOI 
.um PBOBLJM ar m BJJIX, • 

!l'hh tott.l ot $112,'108,496,08 referred to &I a -.Jar a1Mt 
probl• 1ncl'll4e4 t150,300,000 of well llc>'i~Md an4 UDC1aae1t1e4 1t•• vllich appear to h•• b•en a44e4 to the t1«Ur• lA or4er 
to place ellphaeh on th11 eo-o&lle4 "•Jor a11et problaa•. 
'l'be rnaia4er of tbeae lO&De are ola111tie4 &I followll 1low 
ta'7,408,00<?1 .. 4oubt~ t3, 327,000, aD4 loll tl ,75l,OOO, aD4 
rapruent 4p ot the total aaaet •• 

1'be IU«PraUon 1111 1A the tact thet loua a&graptlA& 
$ll2, '100,000 are raferre4 to a• COilltltut1Jic a •Jor aaaet 
probl•, vhereaa OD &D&l7111 the adnrae cla111t1c::aUon la 
tCND4 to be $3,327,000, dov.bt~, aD4 tl ,?!!O,OOO lo11, 1111 
than 4/10 of 1~ ot tott.l alleh. 'l'he Mjor porUOD of the 
doubttlll an4 loll clau1t1oatloll 11 in ~ cradUe \lhich 
an ~in reterre4 to 1n the report un4er eepareh .al>­
diT111on ot cr1t1c1aae entitled •rorlicn Oredi te. 1 

6, 1Tm: L.t.RGI LIDS or 'llWIIW!mUCA. OO.RP~IOB .AliD I'l'S StmSIDURII8 
TOTA.LLIIO .74,531.,155,68 IS 1'111 LAI!~Ift SIIOLI OONCIII'l'RU'ICII. AIIOI~ 
'l'I!IS ~IIOtiP (I!II'ZRRI~ TO L.UtOa LIIIJ:S) l'Blll A CCJCPABA!IVI POll!' CD' 
VliW 'TIIII!I BAS BDII Ll'l'TLI J'tiiD»>IIIf.&L LIQ'tllllol.'l'IOII IN '1'111 AG41IIW.'I'I 
TOUL CD' TIIISI LIDS, • 

'l'bat thie etat_,t ot the naai.Aer 1e cro1117 111a1•41Jic 1a 
4•onetrate4 b)' a CQIIP&I'iiiOn ot the e-uo.aUOD report of 
March :n, 1932 aD4 the cnrr•t naai.A&Uoll, 

L011>1 Ncured b)' 'l'ran-rice Corporation otoc:lc h_. beeA .t..: 
6reaee4 troa $20,1500,000 on Marolt :n, 1932 to $6,157,302,36, 

Ob11sationo ot 'l'rana .. erica Corporation &Dd ito aubeidiarie1 
wre ola111t1ell 1n tbe report of Marolt 31, 1932 u tollowal 

Slow 
Doubt~ 
Lon 
'l'otal Olaeeit1e4 

B:r cc.pariaon, 1n the current roport the obl1pt10111 of the 
av.bo141ar1ee ot 1'ran-r1ce Corporation are &I followll 
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Slow 
Doubt tal 
Lo•• 
!otal Claaa1fla4 

11nelaaaU'la4 

$47,621.,000 
0 

.l!O. 32'7. 000 

Whllo the total ...nmt du t:roa theao ooapanlH laa I.Jloraaaa4, 
tlat there :taa been a •er:r .,batantiel i~~prowaant h lDdloatod 
b7 tho chaJl&e in claaaltlcatlon ot tho loana. 1'he claaaltia4 
obllp.tlona ot 1932, with tho o:~~CMptlon ot real oatato c011traoh , 
haYo been larpl;r liquidated ""U• tho obligatlona lhted ln the 
curr•t report, with tho oxcooptlon ot rtaJ. eatato oontraoh, 
conalat ot well aecurad or collateral loana or liY8atock loana 
ol1&1blo tor redlaCOQilt at tho Ja4oral Land Baak. 

1 . l l'J!I D!IU BI9!0Kr OJ PIIIJOliWII:I II DCWID !0 LlQlJID1!'IOll OJ O!llD 
liiAL lft.U'I ACQPIBD liOIJLI) IIDIC&!I !JLU ftJ:I OlllADR .rolf Sl!~ 
D Dll!IO!ID !OIW!D !lll JIII)IJO!IOif AID ILDIIIJ.fiOB ar !HIS I.Llllm 00»­
Ciftlll!IOI. I 

!he aboYo atat .. nt U...lloa that Uquldatlon ot other real oatato 
baa not been aatticienU:r rapid or pw-.,od ac&r<~ .. inl;r b7 t ho 
--«-•t ot tho lnatitutlon, althoach tlafthere I.J1 the report 
tlf:llft• are quoted to ahow that between Karch 31. , 1932 aD4 the data 
ot the n:aaillaUon, the total ot reel oatate aaloa b;r Capital 
Oooopan:r and Calif ornia L.mo IIPPlied on liquidation ot their con­
tract. haa be"" $34,210,000, 'l'he aalea alllco the date ot the 
e:~a~~inatlon to lla;r 4, 1938 han 1acroaaa4 that total to $37, 133,000 
repreaentl~~& a""ra«e ealea per :rear ot $6,000,000, 

'l'he Oo~~ptrollor1 a ottico tihov.ld be alllo to ,.,.sa the ettlcaccr ot 
oelllng •thod.a vhich dlopooad ot $37,000,000 ot torocloaa4 
propertiea, I.J1 rtew ot lh oxporleDCo I.J1 the l1qu1datlon ot real 
utato hold b;r lnoolnnt b&J>ko. !hio h parUc:ul.arl:r to be note! 
elneo 1n the Cc.ptroller'• report tor 193fi, it h etated that 
appro:d.aatol:r 19,000 .,.n.,.., parcel• ot real oatata aro bolJl& held 
tor liquidation aD4 a pace aD4 a halt 11 dnoted to rocOIIJS I.J1& nonh 
ot a eelo troa lOhich thoro •• roalha4 $178 , 672, In the report 
ot the Cc.ptrollor tor 1937, a tabalation 1Dd1oataa that reel ootato 
ealaa troa 1935 to October 31. , 1937 dlopoeod ot 5571 it .. a t or a 
total ot $2,736,000. :S,. OOIIJ*l'hon CIIU' ealoe ot $6,000,000 par 
:r- lhonld bo lndloatlYo ot aggroaelYo action. 

8, 1 LOSSIS OJ .150,000,000 OIWIG:ml OJJ D'IIRIID J. tt DAR nniOD, 1 

!l'heu,loaa .. with the e xcooption ot ~,000 tor lO&Il 1oaaaa and 
!!i683,000 tor deproolatlon were in Min oc aaaeta acquired 
p or \o 1932 ti'oa preai,.aaor 'IMullta, ~ ot 'llhlcb wonld ha~ 
..U~, had tM,. contl.Jrul t o operate 1Ddopadontl;r. .Approzi• 
•tol:r $3(;,000,000 ot thh -t orlclatod 1n tha lion t nh 
lfaUonal ~ aD4 !run Oc.pea:r, Loa "'ccloa. !ha oUai.JlaUoa 
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·&- of thAI" lo•"•• 1A ..a41\1oll to tbo• o\llerwt• prCITlW for 
tll:roqll ooatraoh with ~rica OorporaUoa aa4 certalll ot 
ita wbet4lariea 1e oae of the -.lor aoooovlh'-eah of tile 
preaent --s-eat. Wblle theae loaa .. were not ada 1ll the 
or41D&I'7 con4uot of buill ... 4vl.Jlc the perio4 qD.Oh4, a reo.Ur 
of the report at&bt eaeil7 lllter that the e:aalll• apeote4 
lo•••• fl'• ~r to ,.. ... to oont~ at tile -• rate, 

Wblle 1 attribolh certalll cro•• errore IIP)III'iJic 1A the ... ,., wUoa r~a 
to tb.e lack of '11114eret81141Dc Oil the part of the -laer, 1t bu 'b-• ia_... 
1ac17 eppeHD.t t o - that the ~-t of thh 'bult h beiac eal>Jeote4 to 1111111• 
orl tlol•, 8114 -.llc10D.a 8114 eJan4erCIQa haraa-t. lllcbt ooaa14eraUoll h che 
to tho fact that o1D.Ce 1932, D.Dt olll7 hu tile ••"•c-at O'l'tll'oo• o'betaol .. that 
wro pn.,..ll7 newecl ao lDWI'IIOWlta'ble, bot without pretel'T84 atoalt tr.. the 
ReccDotruotion PlDanoe OorporatlOD. it hea oarr1e4 the illotitutlon to~ to a 
point which arb the aoot ..aooeuM ..,. in the h1oto1'7 of thAI bank, 8114 thlo in 
the faoo of eoo110111o con41Uono vbich 1t mot be &4al\te4 hfte not f&'rllrM wch 
IU1 e4•uce. 

A 8llM&I'7 of certaill 1nto"-t1"" ooattere4 t hrCilii>OD.t the report vbich 

cloarl7 iD4lcatea thAI nbatanUal proa:re•• of the 'be.nk ai&bt be of lilt-at to 
701.1. 1 therefore aa preoeUnc ouch a _..,. ill tbe f ollov1nc faota 8114 flpr .. , 
all of .tdch are taloon froa the report, except ao otllervi .. aote41 

Since Sopt•be:r 18, 1933, 

!IOJ..COUOIIMIJG RIAL IIUTI LO.AIIS han b- re4D.Ce4 .-o,ooo,ooo 

L<WIS TO .An'ILlA!l'IS al TlWUWCIRlQ.l OO!U'OJU.'l'IOI han b•n :re4uce4 
$a>,ooo,ooo 

LOAJ'S DIPIRDJI'i lll'OI TJU.I&UCIIIICA C0m'OJU.!1CII llrOOJ: ha ... been 
r.mce4 $8, a>o,ooo 

UIIPLIDGID tf, S, lORDS lDCre&M4 $aJ8 ,000,000 

Since March 31, 1932 

LeWIS CL.\SIIIJ'11D All SLOW LOUS :re4u.oe4 tl'oa 30.1~ of total loana 
to 19,~ 

LCWIII CLUIIIJ'mD AJ IlOO!IfJ'W. LO&JIII :r.mce4 froa <&.~ of total 
loana to .~ 

LOAIIS CLUIIlJ'mD AS 1.0111 re4Dee4 troa II.~ to .Ill~ of total loaaa 

TOIAI. CLA.a'umo LOUI re4uce4 $83,000,000 - troa 40.~ to a>.~ 
of total loane 

l1U OPIR.LTIJI) IAIIIJIOI 1110reaae4 tl'oa $8,10<&,000 ill 1933 to $11,766,000 ill 113'7 

lll'llas re4D.Ce4 troa $aJ,063,ooo ill 1932 to $la,aaa,ooo 1a 1934 
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!0'r.lL OPIIIUDG IJO(J(I iacraaa&d froa $22, 'Nt5,000 1A 1932 to $34,007,000 1A 193& 

OORPOBATIOI Or AMERICA OOITRACT JOR $34,833,000 olaeeified aa 

Slow 
Doubttul 
Lou 

• 9,673,000 
8,341,000 

16,918,000 

reduced t o ·~teed l01D1 beluee of $6,380, 000, ola .. ified u alov, lUMber 
..-dueed eineo exaai~~aUon, thr~ raeonriee t o $5,625,000. 

A eomparilon of the UU~inaUon report of Much 31, 1932 vith the report. 
of Juguet 31, 1937, dieoloeee in addition: 

BILLS PAT.l!ILJl $146,600,000 eliminated 

!~ CAPI~ POSITIOI improTed $41,097,000. 

llOliDS .AliD SJ:CllltUU:S 1JIIL4YPOLLT acquired - 30 ileuee v1t.h book Tal,.. of $11 , 822,000 
el1a1nated v1th exception of 3 iewuee carried at $28,000. 

DII'AUL'nll I!OIIIlS - 135 ilwu11 v1t.h a book Tal,.. of $2,653,000 ben been el iainated 
vith the uceptlon of 'Z1 ilwuee vit.h a book Talu. ot $139,439. 

l. comparlaon of the report. under 41ocuedon vith the laat prartoue report., 
Apr11 30, 1937 dlacloeu t.het. 1A the four month period the follovint; i11pronment 
in loano vu !""de: 

LOAliS CLASSIFIED .ADVERSJ:LT deoreaeed $16,2100 ,000 

I!!AL li:S'V.'rl: LO.lBS LIS'l'ID AS PIIOBIJILll: JODCLOSUUII deoraaa&d $2,171,000 

m:&L IS'U.B tliDD JOIIICLOSUlll 4acreaae4 $1,257, 000 

llOII-COIPOiii!IJG OIJ DPO liiAL ZS!.A.!I LOUS re4ueed $5 ,&eO,OOO 

S'V.'l't1l'OI!f !oLD DDTS 4eoreaee4 $2,799,000 

'l'he bank h current.l,' boin« exaained ud raporte of 370 bruchee haTe ,_~ 

receind. In theoe report., before rerl..,, loue acgrept.1J>« $29,178,000 are 
claee1t1ed out ot total loane exaained of $310,000,000, a claee1f1oat1on of leoo 
than 1~. Thh 1nclu4 .. DPO raa1 eet.at.e loue tU.n 1A connection vit.h forecloa&d 
propertieo clau1f1e4 aa elov. !he loana &4Terul,' olaaoif1o4 cooopri11 leu than 
1/2 of 1:' of the t otal 1-... ~~ tor the fire\ fov aont.ha at t.hia 7&ar 
ha.,. anrac-4 aora than $1 ,1500,000 per aonth. A ec.parleo11 of the 'b&111t'e capital 
aeeounte t.ocl.q vit.h the f1CUJ"'e ehovn i11 the e:r.aa111&t1o11 report. at IC&n:h :st, 1932 
11141eatu that ei..:e that. date net. capital podt.ion haa bo111 iapzo•ld fl!!,ooo,ooo 
vithout takiDc flO,&OO,OOO ot bo11d app!!eiation into eone14erat.1on . 

' I han labored undar the iapr111i011 that. the Ooolpt.roller &114 other 
Oonrnment. dapart.•11te 111re dallroue ot help1,.. , no\ hindarinc. \he procrau of 

Regraded Unclassified



the bllllke undor ito ouperYhion, &114 o.m thoro! oro porple.xod 'b7 tho IIU11'POthet1c 
&tUtudo tovardo our con.otructh'o ottorto vh1ch hao boon oxpreoood in rocent 
reports or eXlllli.Dationo &114 in otl»r ~·. To Uluatrato a poi nt in th1o cou.­
necUon I hAn onl7 to re-ter to the recent retuaal of 70ur office to cooperate 
vlth uo in our ottorto to roduco tho claoai!ication or no~contoraiQg &114 paat 
due Jl"per. ~ you "AT not be voll acquainted vith tho ll&tter, I a11 rolat!Qg 
t he rolloving circumatancoa: 

It ia tho proc tice in California tor bank• to make real eetato loans 
ucured bY doedo of truat tor a period or one )'oar, and to per111t loan.o to run 
~ot due for an additional four 7a&rO if P«)'MOnto of principal and intoroot are 
aade in accordance v l t h ~e:onto. OUr counool, in cooperation vith counool 
ror the Federal Beoerve llank, dniood a t ors of note and deed or truat vllich 
vould pr ovide for extenaion of ~~&lurlt7, oo that a loan llisl>t be colloetiblo at 
M!lual periodo. '!'he uae of thia note, vh1ch hao alread7 been introduced in our 
brrnchea, ohould eliminate a 'Oer)' oubotantial portion of the past due popor nov 
clnooitied in our report. Ye 01.ro informed, hovenr, · that 70ur office hao ruled 
tl~t loano m..de on thio retiaed form vill otill bo cleaoi!ied as poit due after 
one year. 

Ve are told that a rul!Qg hao boon ll3de 'b7 70ur office that real ootate 
loaru~ claaaitied ao Wll&vtul hacauoo or no~contor111t7 vill conthme to bo oo 
clMiifiod ao loQ& ao the)' roaain in the bank, regardleoo or reduction in &IIOWit , 
lc:~pronment in oecuri t7 Taluo, or fAlfJ' other cb&Qgeo vllich ohould 118ko the loan a 
conforming . 'l'hia ruliQ& appaare to uo to be turther nidonco of tho lack or 
cooperation on the part or fOur oftioo. 

It ,...,. not be out or place tor mo to remark thAt I came back into the 
:Nile of Ar<eriea pi c ture tor the oxpreoo purpoao or bri.nging tho inatitutlon out 
or the sore prodieacent tho ! onter man.,....ent had pl aced it in, not onl7 in the 
lntereah of t ho dopooitors of the bank but also in the intereoto ot the ,.noral 
cconoay of th o Sta te of California and tho countr7 ao a vh~lo . 

There aro no problema in t h ie inotitution that cannot be cured throuch 
continued conotruotive etforto ot the hi co tent and incomD&rab eff icient 
or~cnization that ve have developed. e desired reo to oen e mora quio 
achieved it ve can receiTe a alight deSTe• or cooperation from eo~• ot tha 
Oovo~ent sgenoieo and repreaentatiToa concerned inateed or being oubJocted 
to t he critical and highl,. technical tactico presentl7 eaplOfed which cont iuuo 
t o aboor b too great a proportion of our tiDe and eff ort . 

I em otill hopeful tho.t Mil'-minded and unbiaoed authori tieo in Vaob­
ln&t on vil l ohortl)' eee to it that proper conoideration io giToD to the affaire 
ot this bank and proper treatment afforded the inatltutlon. It hae boon rq 
deolre to secure oome reli ef troD hoa?T reaponoibilitiee and vorrieo to vhioh 
I feel ~ many )'e&ro or oorvice in tho econo11ic tiold entitle 11e. RoveTor, this 
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11 no\ poool'blo u 1\ h no\ "'' 41apoa1Uon \ o Hl.a: fll' .ttorla l n \he taoe 
ot Ullvarrantad b&raa .. on\ , &114 1 - o\ an4 will not Hlaz fll' ottorla 1n 
btlllalf of the lnatlhtlon vhllo an uatr1oll417 a t U tu4o orla b 1n YuMJICton. 

• • 

Toura 1'01'7 tl'\117, 

( 11cne4) •· P. ~' """'a' 
Ohal ...... 
!o&rd ot Direetore • 
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I(E MORA !ID U io!-
Re: 

10 • 

Sep\eaber 1 , 1938 

Bank of America , National Trust & 
Sav ings Aeaooiation 

San Franc i sco , California 

Mr. Hussell G, Smith, Vice President & Cnshier of the above named 
bonk , was in t he office t oday and s t a t ed that he desired to discuss the matter 
or .,. losses est!J:lated by the DAtional bank erar.oinor i.n the report or t he 
uuluetlon "hich ..-as begun In ;.ugust , 1937, amounti.Qg to ;)6 ,004 ,866.18 • 

.:xar.>inor L • • 1. ::ledlaeek vis! ted the bank in July ot t hie year tor 
'~" purpose of determining whether or not ell eetwted losses had been 

0 .orgod off end stated in his letter to t his office uncer date ot July 21, 
lhot items est imated as losses in the report or oxaminetion above referred 
to a1:grer,ating .jl, 718 ,702.39 had not been eliminated . 

~~ . Smith stated t~.at the remaining estimated losses aa r eported 
by :..r. Se<1lecel< bad s ince been tlritt en ott, with the exception or certain 
It•~• ac.-r~eating '324,000 e nd explained in oonsi deroble detail why the 
abo\·e uount w.as not wr U.ten ot·t, pe.rt ot 1 t t>el.ng co•er&d by reserves 
"" 3175 ,000 consiating or real estate, t.111oh by agreement "ith t he local 
•xenl ner •es to be written ott ~hen foreclosure proceed ings were coopleted. 

t.:r . Saith s tate<• he had been infor01ed that eeverel applications 
rile~ wi t h t~is office for additional branchoo could not be granted bocouae 
t l i't ostimtt ted losses had not been chargea oft. 

t!e was told t ba t the t~~atter or writing ott losses as determined 
or .,,hen e!ltimated by the examiner \,as an i.ol)Ortant 'one but in t his pertiouler 
l n Utution it .:as not nearly as aucb so as other msuers, princ1p6lly t be 
co:.d iHon or tne assets and \ he policies of t he CW>ege=ent. The writer 
r~rctrre- to a con!e ranc:e held with J.!r. ; •• Y. G1ann.1nl in this ortlce in 
Jc.n.a.ry or t his year and tron a oe:-.orandU.'l in t h•.· fi l e or e conterence 
oiJ wltb ~. Giannini prac tically t he sane stet enonts were repeated to 
r . .; ith >. lth respect to the large aggregate ot titr:ll y undesirabl e easeu 

onJ t:le mona~enent ' ~ policies with respect to div1J ends peid . 

Hie attention was aga i n celled to the l~rge and unseti sfectory 
obligations of Transornerica end its va r ious subsidiaries amounting to 
'74,000 ,000 , w~ich is ono of t ho r.ost serious criticiame of the bank and 
•·hlc h condition has exioteu tor some tin;e. The indebtedness includoa 
'41,000 ,000 , which may properly be considered ae other real estate, as 
12,000 ,000 consists or uneet iatactory controeta given to t he bank by 

=• lltorr.ie Lands en . ror t am l WluS wbi c!l t he oank acquired by t he tore­
closure ot aor'tgages and includes ;29,000 ,?00 unaat1etactory contracts 

or t ne Capital Company, Whloh obligations were riven to t he bank tor 
Cit)' reel estate ecqui rod by it thro~ll foreclosure of oortgagee. 

\ 
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Jlo was told that moat or tho national banks oust a1ned losou 
or 4~~ t~ 50~ in liquidat ing other real estate aooount a and it waa f elt 
by t bia ornco t hat t he exui ners in the Twelfth Dhtrict had bean quHo 
reu onablo 1n extimaUng loaooo in hi s bank, 1nall•>UOb as no loss baa boon 
oa\laatad in t he obl1gaUona or t he California Landa Col:lpany and t ho 
CepHal Coapany and no t ol d that the writer 1C n••tntng t hh bank would 
oat lc to considerable lou 1n tbaao and oiailar u .... 

llr. Smith' s attention wu called to t ba nwaber or other Wlaatia­
raotory assets, including s t ock or t be lferohants Realt y Coapany, amountill6 
to $19,000,000, carried in tbe aecuritiee account , which largely repreaonta 
other real estate; end German credits or ~8 , 000 ,000 , which were belieTed t o 
have but 11 ttlo value, if any. 

He waa told that the bank's div i~end policies were wroJ16 and 
tt o rate entirely t~ genorouo. Notwithstand ing t ho tact that tho bank 
bad conaiderabl y more than ito capital or .50,000 ,000 invested i n hi gbl y 
und eairebl e , frozen end queationable assets and that t be aggregate or 
ouo~ eooat s , t~•eth~r with bank1ng houses, axcooda by aeTerel million 
do llars t be co:nblnad capital , s urplus and reaarTes , t he Jll&l18gament has • 
c?ntinuod to increase t ho d ividend rate eac h yoa.r oince 1935 from 4~ or 
the cepltal to l9 .2't>. 

A schedule which had been prepared wae explained to !Jr. Slnith , 
al~wlng that from 1930 to June 30 , 1938, i nclusive, t ho bank had net 
oer nings of ~47 ,285 ,016.74 and during the same period had paid out 1n 
div idends ;)47 ,400 ,000. 

~. ~- ith atet od t~t the writer bed made a statement or !acto 
aa ~~At he could not ar gue with t be writer regarding t he condition and 
policies outl ined above , but oeid he d id not bel i eve the granting or a 
!e• r.ore edditl~nel bre.nchu w~uld chaJ16e t he lituation, nor would it 
he•• any ill-bearing ~n t he condition or the inotitution, to wbioh t he 
•T I ~er d i sagreed onu s t a t ed t hat additional brancneo limply meant furt her 
expanoi~n . He wee t ol d t l>o t tne conditi on or tho bank 1s such that U 
would reauire several years of moat careful management to pl ace it in 
oatlefoctory condi t ion and t hot a major portion or t ho bank' s earnings 
a~ould e utilized t o " rite do~n t be book Talus or t he cueoUonabls and 
un4es1rabl e assets . 

Tbe oxcosoiTe dividend rate was made a .. tter of critlciwo in 
t h• report or exaaination or August , 19~7, and wee d iscu~sed a t ·~~e l engt h 
..-!th l:r. ·' · !'. Oianni.ni 1n January or•thia yeer. ..ot with5t and1ng t he 
.,bo\0 , the bank declared a diTiaonci on l...arch 9 or this year, payable J.:ar<lb 
~\ end June 30, at the excessive rate of 19. 2> or t ho capital. 

w. P. Folger 
Chief l:ntionsl Bank Examiner 
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S.ph!lbor 8, 1938 

A program to bo followed by Bank or Aaorica, National Trust ~ SaYiDSI 
Aooooiation, San Francisco, California. 

• • • • • • • • • 

1. The diYidond rate or 19.~ ehoul d be reduced to an annual 
ret e not exceeding 6%. 

Tho last report or OU!lination or tho banlc shows a ratio 
or ~1 or sound capital to 312.79 dopoaitl . rurt ~on.ore, the banlc il 
carr ying 1A ita asssts a very largo concentration or b1ghly undesirable 
obli~tlona represented by loans and contracts to Transaaorica Corpor­
ation and Ita atr111ates acount1ng to ~?~,000,000, which acount 1n­
cludoa approxil'llltely $41,000,000 unsatlatactory contracts or the 
Cal ltornla Lands, Inc. and t he Capital Coopany, wh1oh actually repre­
aent othar real estate acquired by tho bank at tho time or roracloauro 
ot mortgagee. 

Tho bank also carrloa In ita aaaata $6 ,000,000 or German credito 
urul sumeroue other items or extremely doubtful value. 

Tha reports show t he t rroJO 1930 to J'una 30 or tills year 1n­
cluaiva, t he net earntnee or the bank amounted to $47,285,016,74 and 
durin~ t his period t ho bank paid out in d ividends $47,~,000 and the 
r ocorda allow tho dividend rate paid by the bank ainco 1933 bas bean 
Increased each year !rom a rate or ~.~ to 19.2C. 

Tho reduction 1A tho d1Tidond rota aa outlined aboYo would giYo 
the bonk an additional amount or $6 ,600,000 annually tor tho purpoao 
ot aliJ1111h tiD8 l~oses and reducing t ha bock value or aeaots or unknown 
or quoationablo Yaluo and in addition t o 1aproY1Ag the asset condition 
or t ha Instit ution will eorve to incr eaoo ita ratio or sound capital 
to dopoaito, 

2. Loaaee estimated by tile national banlc ex..,..lnors at the time 
or eaoh eam1-annual examination are to be ohargod orr promptly upon 
receipt or reports, 

Tho b6Dk will be furn!obod with a copy or tha report or an 
examination within a row days showing approxlnwtely $9 ,000,000 eat1matod 
loaaea . 

3. Tho practice or tranafenlne the bank' a otbor real aat a t e to 
t ile Cal1rorn1a Landa, I:no. and CapiUl C011pen1 and substituting there­
tor t he ror .J or contract In uae a t thia tiM should be diaeontinuad. 
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It is understood that tho benlc ha.e in the recent past changed 
the contracts which it accopte rrom bot h or tho companies named, which 
now provide t hat the title to tho real estate will remain in tho I14JD8 or 
the bank; no down payment to be made; no payments to be made within tho 
tirot two years; l~ to be paid annually thoro&!tor; the bank paying 
the taxes and insurance end it is not belioTod, t herefore, to be a 
bona tide sale by the bank of its other real estate. 

The bank aleo carries in its bonds and securities account 
stock o!' the Uerohants National Realty Corporation, in tho amount or 
~19,332 , 000 , which includes approximately $6,000,000 or other real 
estate, which should be eliminated from the account and properl y shown as 
otber real estate. 

As tho result or such unueual and objectionable praoticee 
t he bank carries on its books and reports in ita published reports or 
condition approximately $2,000,000 in other real estate, when as a matter 
ot t act , it bas approxi~otoly $49 ,000,000 in other real estate. This 
condition is caused largely by the torm ot contract accepted trom the 
companies ret erred to. 

In addition to correcting theoe existing rr~ttere, care should 
be exercised by the management in the future to carry assets on its 
books in the proper account in order that published reports or condition 
may be correct. 

4. There should be very l ittle, it any, further expansion ot 
t his bank by ~ay ot establishing additional branches until its con~ 
dition bas been materiall y improved. 
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COPY 

Por the seoretarra 

I have taken all or the reporte ot uaa1Dation ot the 

Bank ot America, N.T. & S.A. or 3 a n Pranoiaoo .. de ainoe ita 

reopening in 1933 abd .. de a baat:r eur.e;r or the oritioi ... 

• de b;r the ex.aainer. Jlan;r ot the .. c rit1c1au reaoh baolt 

1.nto ex.aainatione -de prior to the b -Ilking holiday u 

well. You are perbapa ramiliar with the tact that there 

was considerable opinion to the ertect that the Bank ot 

America waa not in proper ebape to be reopened in l 9SS . 

One important reaeon tor ita being reopened waa the adYerae 

er teot on Pac1tic Coast banking in general that would have 

reeulted rr011 an:r other oourae. There wae talk at that 

time ot ettorta being made to improYe the condition ot 

t he bank. 

Sinoe the b ank reope.ned it baa been examined ten 

timee b;r the ott1oe er the Ca.ptrol ler or the Currenc;r . 

I n each ot t heae exaainat1on reporta t he same cr1t1cia .. 

are -de and the a1111e reoo-ended correotiona indicated 

b;r the examiner. 8 01110 ot thea are ot major importanc e a nd 

some ot t h em are ainor .. tte:N • 

Running through aYery report aince the reop•ning, 

t here baa bean orit1c1 .. or the aoeea1ve and etead1ly 
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lnonuing d1"1den4a that ha"o been doolared b7 tha bank. 

Tbero ban boon oua&oot1ou that pozbapo OD a otr1ot 

bade tha dh14and wao 1ll.oplly 4oolal'ed. Thio wao 

exouood in tho oarl7 yoaro booou.o t ho dh14ondo, going 

largdy t o the prino1pal otoollhol4or, Trano-r1oa 

Corporation, wero ut111aed tor a roduot1on in tho dob'o 

ot that Corporation and ita att1l1atoo to tho bank. 

Bu.t t h.1o pro.ot1oo woo ooon abandoned, and tboro aro 

nidonooo of tran .. ot1ou wh1oh aro 1n ottoot dh1den4a 

to Tronouor1oa although not doolared ao ouch and not 

appearing aa ouoh. Regul arly and ropootodly tho exaa1nor 

hao reoo-onded that all oarn1nga bo dnotod to tho 

eUa1nat1on of undedr.blo and illegal aneta. In tho 

o7 •m1nat1on that ondod in Auguot, 1~&7, tho oxaainor 

again otreoood th.1o point and otated that a turtbor 

inoreaoe in tho d1"1dea4 -• bol1o"ed to bo in oont•­

plat1on. 

The d1"1dendo haYo actually b oon 1noroaoed otoad1ly 

trow a rato of 4. !1~ in 1~33 to 7.!1~ 1n l~M, to 1~ 1n 

1~311, to 16~ 1n 1~36, to 17.6~ tor tho t1rot halt ot le&7, 

to 1~.~ tor tho oooond halt ot 1~&7 an4 oont'n1ns at 

1~.~ to dato • 
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From the beginning there have been critici sms of 

the excessive amounts of loans for account of Transamerica 

Corporation and its affiliates. This largo line has been 

constantly criticised as in continued violation of 

Sec tion 23(a ) of the Federal Reserve Act . 

There has been continued criticism of the contract 

relationships with affilia tes of Transamerica Corporation 

whereby assets which would be classified as "other real 

es tate" are disguised as loana . The contract entered into 

with these .,t'filiatoa 18 of such a character that tho real 

ownership of assets does not pass to the affiliate but 

remains with tho bank. 

There has been continued criticism of tho disproportion­

ate investment in real estate loans and a steady increase in 

illegal real estate loans and in illegal acquisition of 

real estate in connection particularly with the purchase 

of banks to be conTorted into branches . 

There has boon continued criticism of the so- called 

German credits that are in the bank and Mr. Giannini agreed 

in 1936 that $1 million should be charged off at each semi­

annual examination . Later he rotuaed to honor that agree­

ment and the c.harge-ofts are at least $1 million behind 

schedule at tho present time . 
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In 1933 after agreeing to charge ott loaaee on real 

estate loans aa appraiaed by hie own officer s , Jlr. Giannini 

re.tuaed to do eo and inaiated upon the eatablhbment of 

a reserve instead. 

In 193<& the Executive Committee of the bank agreed 

to .turnish to the Comptroller 1n t he near tuture a det1n1 te 

program for effeGting correction of the exeminer•a criti­

cisms . I find no record or any euoh program having been 

.turniahed. 

There baa been repeated criticiBIII of tha large li.ne 

to A. o. Stewart, now chainun of the board of the Federal 

Reserve Bank of San Frandiaco. 

During the second examination in 193<& lllr . Giannini 

refused to concur on loaaes agreed to by other officers 

of the bank. 

There baa been repeated criticism of the practice 

ot the bank "writing up" Government bonds and other 

investment seeuritiea . 

The annual meeting of the bank 1n 19M was held with 

1684 sharea represented out of a total of 2 million 

outataxVUng • 
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A statement repeated in several of the exami.nations 

is that there has been "no verification or the 11ab1liti ee 

due to the inetteotivenesa of the sue in a far-nuns 

branch system, nor were accounts between tne branches 

and the head office reconciled . " 

Throughout the examiner ' s oritioiam there appears 

the warning over and over again that this or that "must 

be stopped. " But there is no atop. 

There is repeated cr1tici8111 or loans against the 

stock of Transamerica Corporation . 

In one or two examinations t here have been evidences 

of a certain degree or reasonableness on the part of the 

bank's officials and acme diepoaition to cooperate. Thia 

1s particularly noted in the examination which waa com­

pleted in May, 1935. Since that time friction has increased. 

There seems to be very little available in t he tiles 

of the Office of the Comptroller of the Currency in the 

way of correspondence with the Bank of America or memoranda 

of conversations with 1ta officers in regard to the 

examiner's critioiama. 

On January 31, 1938 llr. Giannini and llr , Folger had 

a long conver sation in Washington. The main important 

• 

• 
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criticisms of the bank were presented to Mr . Giannini but 

apparently only arguments against the validity or such 

cr1ticiams were elicited rrom h1m. Apparently no progress 

was made. 

On September l , 1938 the Cashier or the bank, 

11r . Ru:ssell G. Smi th, had a conference in Vlashington with 

Mr. f'o-'3 er. ~r. Folger went over again with Hr . Smith 

:nuch the same material that he had gone over with Hr . 

Giannini previously . Apparently Mr. Smith's only interest 

was in securing approval ot pending applications tor 

branch permits . Neither he nor Mr . Giannini appeared 

to have any comprehension of or concern about the condi­

tion of the bank. 

I find no record or action taken by the Comptroller 

of t he Currency or the Acting Comptroller or the CUrrency 

during this entire period, 
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S.ptuber u , 1938 

CORRBSPONDENCE FILE \11TH THE BA!lK 01" AliERICA, N.T. at S.A. 

Letter of lfaY 23, 1933 from Giti.!Ulini to lolclnt)'re speelcl.Dg 
of the •very illlportant port played by t be Praai dant • in connection 
with the reopening of tbe Bank or A.lllarica, N.T. & S.A. after tba 
bank holiday. ur. Giannini speaks of beiDS given at that time a 
•1~ clean bill ot bealtb" by tbe Cbiet Nationel Exaainer. 

on J'uly 19. 1933 ur. Cough sent a letter addressed 
•Board ot Director a, Bank or Aaerica, N. T. & S. A., Sa.n l"ranciaco, 
California" asking tor certain corrective actions ODd sUggeatl.Dg 
that a replY bo made •over your in.dividue.l signatures." A replY 
woe received trom A. P. Giannini, Cbai.-zt or tbe Board, mak1.Jl8 
excueea eD4 c1ailll1ng the protection or bh "dean bill or baaltb. • 
He cloeed •w1 t b construct! ve cooperation troll your Department aD4 
a little time, all conditione etill eubjact to criticism can and 
will be corrected.• 

ur. O'Connor wrote a meoorandum t o ur. Folger under 
date or J'anuary 27 , 1934 reporting claims by Ur . Giannini at 
al t~at !X8Jilinar Beiee wae diacrilllinat ing against the bank. 
ur. O'Connor seemingly was firm about one or tba minor bad 
practices of the bank. ur. Beiae later becaaa an employee ot 
the bank and etiU is. 

In a letter dated February 9 , 1934 ur. Clary, Vice 
PreSident ot the Bank or America, li.T. & S.A. wrote e long 
letter to llr. Folger uplelniD8 w~Qo axaainer criticiau ware 
oot va lid. He expreesed the view that Ga~ credits "de not 
in our opinion involve &nJ poaaibla loa• to tba bank.• 

On April 26, 19~ 11r. Cough write " MIOOrODdua a~a­
meriziDS a conterenca wbicb be had had witb llr. Giannini about 
o weak prior thereto. At that time 11r. Giannini wee intareetad 
in taki.ng over tba American Trust Company or Sen rranoisco but 
wae reluctant to agree to any inoraaae in capital • 
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on Dec .. ber 1:1, 1936 Ill'. Oouab wrote to Ill'. Giann1D1 
atating that the office had approTed tho eatabliahment ot 
t1 va a4di tional branohea 1D Loa ADplea but atated thlt 
"The atatt ot thie otrice baa been reluctant to reco .. end 
approval because it is 1Daonaiatant with the general otr1ce 
policy. • At that time Mr. Gouah iDlliated on an 1DcreeH in 
the capital or tho Balik ot Aaer1oa U.S Mid "It ie hoped that 
before mAk1n8 plans tor further expaneion, or application• to 
thie otfica tor t he eatabliahaent or additional branches, that 
the roraco1Dg •ttera will recoin your 100at caretul CODll1darat1on. • 

llr. Gl•nnlnl lliUIWBrecl thh letter on lleccber Uth giving 
t he reaeoD.II wb)' no additional capital wu needed. At that tl.ae llr. 
GiaDDin\ Mid that 1.t t he:r were to be cont1Dut.U:r haraaaed and 
4\eor\.ainated apinst, the:r ouaht to gin eerioua consideration to 
the poea\bilit :r or operating under a state charter. 

It a ppear a that on 1anucr:r !5, 1937, llr. O' Gonnor and 
l.lr. Giannini had an utende4 conference to diacuaa the atfaira 
or t he bank. The tile contains no account or what transpired, 

On December 31, 1937 J.!r. Sedlacek wrote a long letter to 
the Compt roller or the Currency reporting e conference with l!r. 
Giannini on the major criticiema on hla bank. lW auueated that 
•e greet duty would be pertoroaad 1.t your otrice could l.llpresa Mr. 
Giannini with the tremendoue importance or hie bank to the entire 
State or California and to t.n'spire h1JD with t he doai.re to clean 
1t eo thorouah11 t hat nothing could d .. tro:r Ita atebUlt:r. That 
Ia What :rour eX&aiDor has bean atrhing to ooooaplleh and all ettorta 
1n that 41reot1on han been conatru.d oa oonatruotl n b:r all benk 
otf\cera except llr. Giann1D1. • 

On 1anuar:r 28, 1938 llr. O'CciUIOr wrote a ............,.ua to 
Secretary llorgentheu stating t hat he wu haTing a conference t he 
next dey with llr. Giannini to diacuaa critiolama or tho bank. I 
find no record of what tranepirad at t hia conference. 

On 1uly 21, 1938 11r. sedlacelc wrote to the Ccaptroller ot 
the Currenc:r that •ware hae been accoaPllabed toward tho elimination 
or loeaea within the peat aeTaral weeka than eTer before and there 
are aome 1ndicat1ona pointing toward an \JDprond aplrit or cooper­
ation which la great1:r to be daairad. • 
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Jlr • .l. P. Giaml11111 Cbai.lwan of tbe BoeM, 

Sapteaber 13, 19)8. 

li&Dk o! .lMrioa llatioual -rru.t alld Sa'rillp usoeiation, 
San Franciaco, Cal.i!orn1.a. 

8 

Witb further r&!erenca to )"Our latter of ~ 6, 19J8, please be 
adrloed as f ollows • 

In 1naart 2 to peae 2 r&!erance to tbe scbedule on 1naert 1 to 
page 11 doea not .aan tb&t bolide barlng par ft.lue of $141,430,06J.12 _.. 
t heuelveo subject to critidaa. TU reference does ~ tb&t 1oeses of 
$2,5231 115·71 were cauaed b7 depreciation on bolide barlng par ft.lua of 
$1411 4301063.12. Your letter 1D:U.catea you haft noted frca tbe acbedule on 
page J that, a:cept !or eati.Mted loaaea of $2,8J6,769.J1, ral&tinq -u 
aJIIOunts of bolide_.. orltioiaed froa a credit atalldpoint. The aaounts, aa 
rou baTe obeerYed, were $JCTT,TTJ.67 •al.,.a, &lid $ll,JJ4.J,2 •doubtful•. It 
should be plain to )"OU. therefore, tb&t tbe en•'!""''s aole objection to fOUl' 
holdings of $l41,430,06J.12 -.a that tbq were subject to depreciation of 
$2,523,115.71 which aaount, 11IXler tbe ~tancee, -.a a •loss•. 

The polley- of tlda office pere1 ts x-tioD&l belllr:a to carrr bollda not 
in default at coat or leas, &lid does not pareit ballka to taka profits due to 
advances in arltat pricea of aeouri ties until &lid .Unl.eas tbe aecuri ties are 
actUBl.ly sold. 

During the 7Ml"8 l9JS &lid 1936, according to in!aration recebed 
through reports of en-'x-tioDS1 )"Our bank in disregard of llbat this o!!ica 
eoaaidera aoulld practice wrote up tbe book 'flllua of cert&in of its .. curitiee 
without llllli:1ng act\al aalaa. The result appears to ban bean a book profit of 
$14,012,788.00. 

P.rior to tbe ezep1mt1on, a large part ot the •profit" -.a realised 
b7 actual. a,J.ea of &!!acted aecuritiee, or written off ~p>n a&lee of such 
securities. .lt til& u- the exae'111tion -.a Mile, bowner, $6,284,316.17 of 
tbe or1gill8.l write-up z 1!Wi. Subeequaut to the write-up ene'.,.,.a weN 
required to report u a loea the differ8J>C8 betwMD til& earlr:et &lid the wr1 tte~~o­
up book ftlua of -=1-tiea. .lt the u- of the ene',.tion aucb difference 1n 
your bank appears to b&Ye been $2152J1115.71, eo it -.a abown 1n tbe report aa 
a loss . lltbo._ created b7 depreciation in Un1ted States &lid M~ipal bollda, 
tbe loas -. abown bee&- the bollda were carried an the boolta &boft coat alld 
ab<mt tbe -.rket • 
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The euai111.tion-.. begun on Auguat .31, 1937, eo it t,2,m,ll5.7l 
wu the uoUDt of cS.preoation reaacma~ ue&r that date, it 1e the uoUDt 
that ahoul.cl have been abown 1n the report. The preparation ot tbAO nport ot 
an ezn1 111.tion ot &liT large baJik woul.cl be an intenlim.bl.e proceN, ud. 1n fact 
an illpoaeible one, it on tbAO cS.te 1t wu forwvded to tbAO c-ptroller the 
report were required to contain l&at ll1mlte intonation regarding the atete of 
the bond account and the other as sate. 

Coll81deration bu been giTIIIl to JO'r11: rearka rel.atiTe to the ca.­
aente the report conta.ined reg&ni.1Dg the baJik' s bol.d111gs of sec'r11:1 tiee 1n tbAO 
uount ot $1,.394,000, which in the ,.,. ... ner•s opinion d1d not cont0111 to tbAO 
requirement& of lew and tbAO regulat1oll8 . The .. c'r11:1tiee referred to were 
acquired 1n the p'r11:ch&N of other b&nka ud. 1n large part ware collVert1ble 
bolide. tou state that the bolide are convertible into c-.n stock at tbAO 
option ot the holder ud. that rou are aware ot DO prohibition &g&11l8t ti>Aiir 
purcbaae. If, hOWft'er, :J'OU will refer to Section U (J) of the Coaptrollerte 
Re(UlatiollS ot FebnarT 15, 1936, ;vou wUl fi.Dd ti>Ait • tbAO purchase ot '1meet­
ae.nt eec'r11:1tiea' 1n which tbAO 1meat.ent ch&racteriatica are diatinct.q or 
predoaine.ntl,y specula tiT& fl*!'l'. u : Foh11S1 ted •• 

Bollda COaTert1ble into c.->n stock at tbAO option ot the bolder &a¥ 
and trequentl,y do fail to contol'll to legal requir-nte because the cotrTereion 
prirtleges ao attect aarkete aa to increue pricea &boTe what tbAO bonds woul.cl 
bring sole)J' as credit ina~nte. Ylhen a convertible bond 1s boaiiJIIW •.a 
price ao b1gh aa to 111d1cate that the benefit ot the comera1on pr1Tilege bu 
influenced a baJik to P'f11:chaa& 1t, th& poa1tion ot tb1e office 1a that the bond 
baa been bought tor speculative reuollB and ie unl&wfullJ held. It &D7 of tbAO 
CODTert1ble bolide bald liT :J'O'r11: bank are allgible inveat.enta otbenri.ae and were 
purchased at pricee that illdicated DO co!l.91der&tion -.. ginn to the T&l.u. ot 
the coDTaraion pr1T1lege 1n &liT cue, theJ M;f be lawfullJ retained. Tbe7 M;f 

not be retained aiaplJ' bec&uee there 1e 1n the regulat1oll8 DO axprees prohibi­
tion agaillBt the P'f11:ch&se of bollda COilV&rti ble at the option ot the holder. 

It ae:r be that sOIUI of the five iesu.a with book Talue of $9'7 1000 
am the t1ro iasuea with book value of $261000 were lawfullJ acquired. It ia 
SUf;geated that rou furnish the aaminer with deta1lecl information ebow1ng wbT 
you beUeve they are lawfull7 held. It would be better, of course, 1t ouch 
bonds aa those co.pr1aing the Di.D8 iaeuea , with book value of $7,683, were not 
acquired at all; h&Tillg acquired ~ the baJik ahoul.cl diepose ot U.. pra.ptl,y 
it 1t has DOt alreadJ done eo. 

On pege 3 ot ,.our letter TOU qUDte th& last ~ of the l&at 
paragrapb of the two pege c ; q1011 •Bonds and Sec'r11:1ties• appearing on 
insarta 2 , .3 and 4 to pace 2 of th& ,.,..inert a report. '1'he aente- follow•• 
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•IJIASIIOOII AS OVIR 3~ OF TilE IWil'8 'I'O'fAL Assm .&IS IJJ 
ITS ~ ACCOM WITH OVIR 7~ COIII'RISID OF U, S. OOVPB -. 
ISSID CARRIED ON THE BOOIB .t.T .t. HIGIILX IHPLI.TID l"'GORB OVD 
PAR VALtl!, THE SITUf.TION AS Plll!SEIIm> IHDICAT!S .t. POTEII1'ULLY 
DA!GI:liOUS POSITION,• 

Uc>ng :your ..-rkl in the paat paragrapb on pace 3 ot :your letter 
are the tolloriJ1g eentencea1 

"'lare<>Yer, prea1.- are ..ortised to the tirat call <late 
and to iJipl7 a dangerous situation with respect to our ilrreat­
aent 1n u. s. Gonr,..nt bonds is to t.t>ucn the credit ot the 
Federal OOYar,...,nt. PurtherliOre, it ia inconaistent tor e. 
Pedare.l exe.ainer to rater to e. large holding in aeourities ot 
the Government e.a indicating a potentiall,y dangerous condition 
when the ae.tet:r ot depoaitors• tunda 1n postal ae.rtnga , the 
inaurance of banka by the Federal Depoait Ina""""'e Corporation, 
and the old a«e benetite ot the Sooie.l Security .let, are all 
contingent upon the ae.tet;r of tunr:l.e in GoYar,..nt bonds,• 

Care.tul conai.d-tion ot all .,._nt upon •BoncSa and Securities• 
and aot ~~er&l,y the last sentence, DO doubt, woul4 han eJ>&bled you to better 
underetand the nature ot the en•hwr1a criticia, Do DOt thilllr: there -.. 
criticillll because the bank held large 111101.mts ot United States GoYarm.nt 
bonds, Ulldoubtedl,y1 the lllWIIiDBr was glad :your holdings were large, Never­
theless , prices for iDYestaent eecur1tiee, inclu:ling U. S, bonds, are DOt 
iJnmiUle troa IDarllet nuotuationa. The lack ot ilaunit:y is ao wall recogniaed 
that it 1s not unusual for conaervativel;y managed banlca, to write bonds, 
inclu:ling Qonrmenta, down inatead of up. I,...,iately e.tter a purcha8a ot 
securities 110118 l:lanU write ott 1.11r preai~a~~ paid because par ia all the 
oblJ&or will pe.:y e.t Mturit;r • 

.tt the U.. ot the ezaw1mt1on United States obl.igatio1111, direct 
and guaranteed, Ill :you ae.;r, were oarr1ed at preaime agregating $8,964,000. 
or that aaotmt $2,'77413ll.05 -.. created by an arhitrar;r write-qo 1n the book 
value or the bonds, The original write-up on GoYer ... nt obl.igationa a 
reported to have been $9100010001 but about 70fo ot it had been prOYided tor 
when securities that had been written up were aold. The whole write-up on 
all sscuritiea, as stated he.retofore in this letter, •• $14,012,788. It the 
write-up had DOt occurred e.nd 110ne or the aeouri tiaa written up had been aold 
or collected, there would tbua bave been a cu.hion ot at leut $14, 000,000 in 
the bond account, reduoed, ot oo~rM, • $6,0001000,00 .-r,.~l:u .. tion WI the 
d.l.7 of tba eyp•'•tion. 

ll!l.n the upe and dOWDII ot the -.rUt are r bared, a a..ate.DU&l 
e\llhion 1n the bond accou.t auet be regar<lad u •OMtbin& deairable to bave. 
lou-r ~ be .,... thet the criticisM ot the .... ,,.,. to which you ntw 
were directed DOt at the character ot tbe aecuriti .. th&t were written "' b1& 
e.t the policies wbich pe.raitted :your bank to depart tree CODHl"fttive pnotioe 
by intleting their boolc ftluaa. Pl- Ned the ezea•ner1a entire c: 1~ OD 

pagea 2, 3 and 4 to pace 2 ot hia report and partioular}T Ned agaiD the wbOle 
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parapoal)b hOII llhioll 701l q'OIDte. 

Joaan ot the oplDion the Erer!wr•a 8\at.cU ~the u­
of credit accr•cati"' $112,'108,496.08, llated oo pap 8, 1..-t 2 of the 

report, an , .. e.rruted. Tba tact r..a., bownar, thet the aar•ta which 

iDol..S.. aD i.Dft&Wnt ot - $19,000,000 1D •took ot the -.roh&Dta llat.S.oaal 

Real.tr Corporation 1a.,.... thaD twioe the .-nat ot the b&Jik1a capi-tal atoot 

aDd 110re tb&D ita entira oap1tal. atruoture. Witll the -ption ot tboM 

adeq,.tel.T MCIIl'ed bT llated ool.lataral., Uquidation ot lcaM oapriaq the 

Une• to attiliatas 1a larpq d.epeDileDt '11011 ale of oapital. ... .w ,.. 
earDiDgs of the nriout altere . 

Si.Dce the ear]J' part of 1932 it baa been the ladc1a practice to Hl.l 

Real Eateta acq111red tbroQib forecloelll'e to CalltorDia ~. IDcorporated or 

to the Capital. Caapa!IJ uodar coDtracta . At the tiM of the .... .s .. tion ot the 

ballk the &IIOUilta ot theae ooDtracta were u tolloeat 

Total. 

• 12,117,U1.74 
29 ,gu. sen. a 

at cluaitied Real Eetata lo8Da uounU,. to $561455 1000 &piii"Old.­

matel.T $14,4961000 an reported u distreae 1teu. at tbele cl.btrMa it.. 

tho '"Dwlner atetea t11ere are l08D8 &80IIIIt1Dc to t(,,Z3'7,.344.,...,1-tarecloe,... 

aDd he is of opiDion the reMiDder w1ll prolabl;r reach the tarecloaure atep. 

It ia eatiated tllat the Mjor portion ot the 1teu uDdar tareeloaure w1ll 

result 1D acqu:l.eition ot .are-Real Eetete. It 1a uodaratood that DD ~nte 

are required on the purchue contract& of the ec.paDiu aboft .....S duriJ!e the 

first two years and tllat otter two yeara ~nta ot on]J' one-tenth ot the 

purohaae pricee are required} that prorlaiom nre ..de for the oapital.ilation 

ot "-rorono~entaJ that title r~na 1D the.,._ of the lade and tuea are paid 

by the bank And that the coapanies reeeiTe all of the inca.. out ot wb.ich tbq 

keep the properties insured qainat tire and pay the lank 1$ iDtarest a..S.­

e.nn1&lly. 

It appeara that 1D the .rear 19)6 tba bank receiTed appron.ta]J' 

$4151000 1D interest and paid out $1,123,939 1n taxes so thet there ... a oet 

losa of 110re than $800,000. 

The contracts ot Oalitorllia Landa , Inc., and tile Capital Coapa.ey, 

held 1n the uount ot $41,0001000 appear to be aubet&Dtiall7 Other Real Eatata . 

In the dpinion ot tb1a ottice theM e011traota and the Real. letete ~ 

alraedT uodar toreeloaure, tocetbar with those upon 11b1ch toreeloaure appear• 

prolabla , &IIOuntills 1D the .,......te to 80re tb&D $50,000,0001 witllout COD­

a14er1Dc the oblie&tiona ot ur otbiir att1Uataa, ~t a ajar UMt 

probl• wb.ioh llboal4 be reooplMd u allch bT the --c-nt. »o aohiuatap 

to the lank can be -n 1D a1r:::1.Df1 -.lea to the two ooapn' •, aal DD reuoa 

1a ~ -.b;J the lade llbolll.cl IIIK itaalt retaia and Hl.l tile •other real 

eatete• u 1e taroed to aoq111re 1D the- ot lt. we•-•· 
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!beN were our1ed 1A the Intenatioaal "'nH• Departaent, au 
P'r&DCUco, czteDIIiODa ID1ar a-ll Cred1t. of f719l41)a7o47 1lb1cb are 
cl.aeeitied• 

Iour att.Jltion ie 1m1t«<. to the •n••ner•a c-nt. on pace 2, 
ineert 11 1Jl CODDeOtiOD with theM 1t.81 which read& U f~l 

•.t.t the u.e of the October 14, 1936 ......... tion. loa• 
of $1.,000,000 ._. eaU..W allll aubHquaat.l,T cbu'pd ott OD 
theM ita.. 111 'hrbal. acre-nt a lib -..at ._. to ban 
bean cbarpd ott at aacb ellllcaecl1Jlc ..,.e1•t1on UDtU the 
exchange loaa, ~ NJI'e..W br t.ba cloubttul cloaa1-
ticat1on ._. •DtiralT •He1•W. At the u- of the .t.pril 30, 
1937 ..,.e1 .. t1on the --.-nt refuaed to~ ott the eeooDII 
eeU..t«<. loee of $1,000,000, am thia uouat 1e ap1n beiJlc eet 
up tor aJ1eh•t1on. It ie bal.1end t.bat the cl.aaa1t1cat1on 1e 
liberal, allll tb&t further loN ebo\lld continua to be cbarsed ott 
ae orisinal.lJ- asreed upon: Li.qu!Aation ot theM illpoDaded 
crecli te inval.vee their connreion into Resiatered !darks, the 
value of which 1Jl ral.ation to rr.. llarlce 1e collll1.dered a fair . 
present dq value, and ie the baaie upon which thie Ullll&tiatectol'J 
coocentration baa been cluaitied ae loea &ad doubtfUl llllder the 
verbal asre-ut .• 
Iou are request«!. to cberse oft the eaU..W loaa of $1.,000,000 

at thia tiM. 

011 pap 2, inaert 2, of the coDa011.deW report the ., .. "'I' rat ere 
to certain viol.atiollll of Section~ of the Federal Raaarn .t.ct. You are 
requested to take 1 eii•te etepa to elia1n&t. hoa the b&Dit1a uaete ~ 
loaDII -.de 1Jl contravention of the proviaioDa of tb&t Motion aDII advieed 
that thie ottice will iJlaiet """',.our atrict obeerrenee ot the law rel.ati• 
to loellll to ettil1&tea. 

It 1e noted tr.. ,.our letter that at the t1Ae 1 t _. written the 
eo-called •,......teed loellll• bad been redlllled eioce the ene1 Mtion tr .. 
t6,380,ooo to $S,52s,ooo. Tlleee loaD& llbo\lld be ..s.tuateq secured with 
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tMN _.. OUTU4 1a tile I.e au-1 ., ... D I 1 1rt, 8D 
l'r&DIIj-· ate~~~~~-.. a.-a ONdlte ~ 1'7.914.l1J7o4'7 'llldola­
oJ.UeitWI -... lfwl 

r.u 

1- atteat1Am s.. Uw1W4 to tM -=ner•a a •w • ,.P a, 
wwt 1, 1A a eation with tllaM it.., 11111o1a r..u aa t .u-1 

•.t.t tba t.1M ot tM Ootobc 14. 1936 _ ... tia. :1-. 
ot $l,ooo,ooo aa &RSaW4 u111 ...-..-u,- """ a • ea • 
tllaM it... .,. ftl'tlal foll'l to • lJb ~ .. to llaft 
bMA c+e pd oft a\_. ••u 't• -r·u.oe wt1l ta. 
..... benp :1-., pa'llllltq I .... IIWW 'llr tile II *w.l ol•• 
f1oat1on - aaUN1T el4w!•W4. At tile u.. #II tM AprU ,.,, 
19]7 _ ... t.ioD tM -·· to rehM4 w ~eft tile ...... 
aau.&tad :a.. ot n,ooo,aoo, ud tlda -.t s.. ....,_. 'be1lll Mt 
.. ft:tr el1w!•t.ioD. I\ U llel.UNl tM\ tile oleeajfioaUoa U 
liberal, ud tat tarthar :1-. 8blnal.4 -un .. to be cbu'pd eft 
u or1C1~ acr-1 liJPOI'.' Liqul.dation ot tllaM ' s • w 
credit. iuwolna t.ba1r co-don 1Ato a.cs..teNc~ lll.rb, tba 
n11111 ot 111!,1ch 1A NlaUon to rr.a ?lara S.. ooaai.derecl a fair . 
praeant dq nl11111 aD4 1a tba buS.. 1lpOII 'IIIIich thU -t.Utaoto17 
o~nV.tioa baa been oJu.ttW u lNa aid cloabtt1ll ..S.. tba 
YC"bal -.r• a·,rt .• • 

l ou ere req ... w to obu'p ott tile &Riatad :a.. ot $l,ooO,OOO 
at thie U.. 

o.. pqe 2 , u.ert. a, ot tM _,.,.tad repart tile _.,,... r et.,. 
to certeiA Y1olat.s.o.. ot SeoUoD 23-A ot tM FedeNl he •• !ct.. lou an 
HC!UII8tad to \eta 1 'hW n.,. to eH.S•W hca tM buk'e UM\8 UJ/1 
loaDe -.4& 1A ---~ of tM profta~ of tat MOUoll aD4 ~ 
that thie ott1oe w:111 1u1at 1lpOII 70W otriot o~oo.--..- ot tM ,_ Nlat.ial 
to 10&1111 to attflJataa. 

n 1a IIDtad trca,.... 1otw ~at tba u. it aa writta tM 
lo--callecl ·~~·11M bMD reclUDed II1Aaa tM -wi·UoD trca 
t£> ,380,000 to t5,!125,ooo. ftloM loaM llbo1114 be .... ~wq -•.s nth 

,• 
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reedil.Y marketable collateral. In maJd.ng this statement the bank1 s action 
in el.imin~~.ting the contracts of the Inter-America Col'pOration b,y writing up 
United States arxl !.IWlicipal securities approximately $14, 000,000 heretofore 
referred to, arxl appl,ying that a.ount upon such contracts has been considered. 
The contracts are urxlerstood to have been adequately secured b,y marketable 
collateral arxl it """ the impression here the contracts were to be collected 
to the extent possible and 1t there was a~ deficiency, the deficie ncy was 
to be provided for b,y sales of the sec uri t ies pledged. 

On page 10 , insert 9, the examiner bas set out the manner in which 
t he bank acquired $505,000 of Earl Fruit Company bonds which it is not clear 
ar e conforming inveatcents . If you do not agree that these bonds were unlaw­
fully acquired, please advise why and at the same time advise "hy the trans­
action as handled does not repres"nt a participation in an underwriting in 
violat ion of Section 5136 U.S.R. S. 

You are requested to advise also whether the following transactions 
were approved by your Board of Directors, a nd 1t so, the dates they were 
approved: 

(1) The extensions of credit to Tranaamerica Corporation 
a rxl its subsidiaries. 

(2) The various sales of charged off assets a rxl other real 
estate to affiliates . 

(3) The substitution of 11ab111ties of Transe.merica Corpora­
tion arxl its various subsidiaries and the releases of 
listed collateral whereby the bank' s asset corxl1t1on ~as 
wea.l<ened. 

(4) The purchase of stock in the t:ational City Bank of !lew York 
from an affiliate and the granting of a long-term grad\llited 
option to r epurchase . 

(5) The recent purchase of $505 ,000 of Earl Fruit Company bonds, 

( 6) Tbe credit extensions in contravention of Section 23A of the 
Federal Reserve Act. 

(7) The capitalisation of borxl appreciation and charged off 
assets to enable the elimination of the well secured 
uncriticised obligation of an affiliate to fac111tste ita 
liquidation. 
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(8) The sal.e ot otber real estate to the wholl,y OWl*! 
llercbante Natiolllll Ree.J.t;r Corporation whoee stock 
is carried in the bond acco\U\t at $19,332, 734. 88; and 
to Ce.liforDia Lande , Inc., and C&pital Compaey- whose 
contracts are carried in the loans and discoUDte . 

Eat:l.mated losses aggregating $6 ,OQ4, 866.18 have been set up in 
the las t report of ex.aminstion which ;rou are requested to charge .oft, 
with advice to this office of your action. 

This office does not in the slightest degree concur in your 
opinion that there has been lliarepreaentation of the condition of the bank 
in the reports of examilllltions, nor ihat there has been enggeration of ita 
problems or under-estimation of its progrees in solTiDg tham. The ••e 
created by the n~~~~eroua loans to affillatee, tha •sa of real estate held 
directl;r and indireotl;r, the Ulldar-capi tall zed condition of the bank, not 
to mention other matters of illlportance, furnish probleas aufticient to 
require the full U.. and energy of the ~~~t.~~~~gement in their solution. During 
the past few ;rears , when the earnings ot the bank !light haTe rendered soq ot 
its proble118 leas acute , the condition ot the bank has been disregarded and 
the earnings so far as the bank is concerned have been wasted by J)8lll8nt of 
dividends at exorbitant rataa. 

This letter should be r""!i to ;rour board ot directors and recorded 
in ;rour minute book. It it 1e DDt so read and recorded, a copy ot tha 
letter will be ailed to each director . 

Respacttull;r, 

(egd. ) E. B. 00\Xlll 

E. B. 00\Xlll, 
Deput;r CoDJPtroller. 
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RIA l'I01Mr 
8515 a. •· s.u..n Bl4c. 
LO• Aaplao, OaUtonaia 

....... l.S, lta 

You are tutruohd perao~ to a 4Y1 .. ~ Mar4 ot 41reotora 
or the BaJ1k ot Aurlca, llaUOII&l. Truat ... 4 Sarlap .a-taUoa, 
San J'raDOiaoo, Calltol'Ziia, Wbo are -uac ~ ~. 'l'IIN4q, 
the roUGWiac -

•I:R Ti- ot tho -uot ... toi'J' ...n ooD41Uoo o t ~ beDk, ot 
other real aneta 1a _e .. ·or tto,ooo,ooo oarrted 1a l.oeu 
e.Dd cUaooWih u4 1D the -ur1\1ea -uat, ot 0.,._., ore4Ua ot 
$6,000 ,000 , ot other 1\.,.. oarrle4 1a aaeeta ot qQelt1oaa1>le Tal ... 
ud ot tbe ag:repte ot .... ta ol&Mltla4 u dollll\tul ao4 lo ... a, 
1\ 11 iapera.UTa tho\ the II1'D1IIp ot t he 1>aDk 1>a ua4 to write 
ott u4 ra4uoe book Talua ot 11111h u .. ta. Ronlthet.Mia& the 
oOD41Uoa aa outUaD4 aboTo aa4 the teot tba\ the 41T14ao4 J>Oll07 
baa beeo repeatadl:t or1Ua1H4, the 41Tt4 ... 4 za.ta hu beeo rapeatedl:r 
laor .. aed troll ··~ la USll \o pre .. at za.\e ot lt.al', 'l'bla a1\ua­
Uon •• 41aouaae4 at leactb b:r the Ohlet llattoaal 8UI< ~ar 1a 
w .. hlDC'OD with the Che.~ ot :rour Boar4 1a 1aa....,. ud apia witll 
the Vt oa Praa14ant ao4 llaahler ot the 1>aDk 1a A\IIUI\ ot thla JMr, 
Ill the oplaloo ot the eo.ptroller ot the curreao:r, \he daolara.Uoa 
or an:r 41T14an4 a t thta u ... would, aalaaa po"Oper pO"OTialoa tor noh 
ortUo1ae4 a ... b .. re tlrn u4e, bo aD4 ooatta .. u -re aD4 
uaaoWI4 praoUce 1a cODducttac the buaiaa .. ot ~ baal<, Aooord­
lacl:r . \be c-ptrollar of the curreao:r. purMa~~t \o Sao\ loa liD ot 
the Baaktac Aot ot 19Sll, herell:r- Ue but, Ua otttoara, \be 
board or 41raotora, - the .-..!>era \h-t. to dl.aooatl.lma -h 
uaaate aD4 -11114 prM\1 .. , • 

(81pa4) JIIHIIall R, D1cP 
Ao\tac c-ptrollar 

fourth aD4 tiaal 4ftf\ 

tT&ItaD \o Saora'-I'J' • a ott to a ahortl:r 
after U:OO _._ b:r -., Oll:pllaa\ 
and llarabaU 11, D1ga. Bllll\I.Jic\Oa 
C&lrna, 14-.rd IL fola:r, lr,, ~ 
llceruteta, D. 1. liMit ~ ... L. A. 
I:•U:r ,...... .... 4ftfteA. 
Seat 1a ooda b:r ottloa ot MtU. G q" 

oo: Kr, Roaal4 Ranaoa 
Kr. lAo 'f. CrcorlM;r 
Kr. C. B. UJIIaa 
Kr. lllnllall R, DltP 
Kr, L. A. 1:aU7 .,,.._ou,.... 

n ... , 
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Too Tbe S.oretarT 

Proeo lr. !IIIDaa 

it 7aoz M~&PIIUoD I ulted tor a oo..r-oe t...s., nth U. 
Molbara of tbe 8eo1arit1aa ud IDibulp c-t .. iOD to .U.OU.aa rltb 
thu tbe Ileal< or Uer1ca ud tllot Traa-rloa CCII'JIO!"&tiOD aUaatioe. 
Prea .. t at tM M&tiJI& •era tllot folloor1Dcl c-u.~r• Gaorp 
Matllotn, loNrt a.aq, lero. haalt, aa4 lr. DaTtd Sclwi'Ur ot 
COQDMl to tllot c-iallioe, wbo WU ian..-tal 1a dra1lillc •p U. 
pral.iJI1DarT raport OD tllot 'traa~oa Corporatioe wbiob -• tllot 
raiUlt of tllot Ianatact Truat ianati&&tiOD. 

I ad't'iaad ~ that tllot eo.pt.rollwr ot tllot Cwt_,- bad 
... w t tad to tllot Board ot Diraotora ot tllot Ileal< ot AMrica IIU 
obj actioaa to tllot pqMDt ot .., furt.laar d1 TtdeDd.a . I U.O ad't'iaad 
thea tllott it ••• tM op1DiOD of tllot Saorat.arT ot tllot TrM81J17, u 
•ll •• ., oom opiaioa, tllott tM S.aozitiaa ...,_ IDIIoa!l&• c-leet.ooa 
aboul4 prooaad furt.Mr rltb U.1r iaftatt&atloD iato tM attaira ot 
tM Tran-rioa CorporatiOD. !bot C-'.aa1-ra acrwe4 ud, 1a ordar 
to &at all tM WoratiOD wbicb ae ..,ailabla tor tM d aterCDatloD 
ot wllottllotr talM ...,_ a!ah..tha atat&Mata nprdiJI& ~ 
CorporatiOD atook llaTa ~lac .ada • tM Corporatioa, aella4 tlat wa 
t\andab tllota rltb a cow ot tllot lut GP"'a•tiOD raport Oil tM atfaira 
ot tM Ileal< ot Uer1ca .• I atatad to tM CooooiN~ that I -u 
aka -Ia ftq1lHt to tM Saora\uT &ad, 1f bot -craa4. -u taniab 
ts. with .. Ia raport ~. 

I u - ..tr1aad • lr • .._ Ollpbult tlat it 1a qaita prop.i­
for tllot Sacrat.arT to ci• th1a raport to tllot eo-t.eat.ooa. Tllot repart 
1a baiaa pbotoataw, aa4 will ba ~ for d.U'fWI'7 w-ro., ...s 
lattar ot tran..S.ttal !au baa prapand • llr. OliplaDt. 

a/d .r.w.B. 
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A. P. Giannini 
"""'" of tho Boord of Directors 

Hon . Mar shall R, Diggs, 

BANX Of Alii!RICA 
Tnlat and 

National Sa•inga Association 
Loa Angelea 
Oalitornia 

Septamber 15, 1938 

~ctlng Comptroller of the Currency, 
~a&hi ngton, D.C. 

tott r !:lr: 

Los Angeles Main Office 
66o ~outh ~ring btreet 

I am enclosing 8Jl e>:cerpt froo tbe record of proceedings ot the 
Bo~rd of Director& of this Bank bald on September 13, 1938, which i& ealf­
explr\n'l tory . 

'lle ware very much surprised t..o be3r the contents or your telegram 
ror~rrfld to in the excerpt , wbich Mr. Palmer reed to the meeting, particular­
ly In vie~ or tho tact that at the time Mr . R. O. ~lth, our VIce President 
• r.<l Cesbior, recently dlscu•sed wl th you ond ~lr. Jolger , e t a mae tine requeeted 
by you In regard to certain applications for brHncbes, the last report 
of exan>lnnUon of the Bank, you had an opportunity to lnfom him of any impor­
t"nt m~tteru which you felt should be brought to our attention. 

Ios t eed or following t his procedure , without any warning you sent 
~r. Pel~r , your Los Angel es rapresenta~1ve, to call on me at 1:)0 P. ~ •• on 
tte day our m~tlng ~•• to be held at 4:00P.M., with a ~sterlous messege 
to • be effect t hat be had been adrt .. ed by ltr. Folger that he would receive a 
code ,.."'"&' that he was direct ed t o rea d to the Board or Directors. 

In the elrcumstaneea, I t appears to ue that the method employed of 
e" tine your 1118B~~<oge t o our Board or Director• woo ontl rel y lll:llnll"rfU!ted. Aa 
ycu •re well aware, banks are dependent upon the oontldenoe ot the ~ublto for 
tlelr enateo<e, end It Ill tberetore regre tteble that your lllBssege and the 
g•thod or Ita delivery were calculated to dlaturb this confidence . 

As you will observe froa> the enoloeod excerpt, our Board has 
~! rooted me to request a reply to the comment• made In~ letter to you or 
'"&y 6 , 19)8 , regarding the le.at report of e:rtlllllnotlon or the benk. Complying 
With th18 direction, I therefore reques t such a raply, In order that our 
lloard or Directors lllliY he tully lntonoed as to tba exceptions, If aey, wbl ob 
your office takes to ~ COG:IIlents on the ..arloue mttars referred to In that 
letter. 

I n your t elegram to Mr. Palmer, you ..,4, the following atet-nt: 

"h rtn ot the unsetletectory aoaot oondi tton or the henl<, of other 
real U\ite 111 excess ot torty ailllon dollera carried In 108Jls and dlocounta 
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aDd in the aaouriti•• aooouat, of O.r.an or.dlta of alx alllio11 dollara, or 
other i- oarrlad i11 Ulltl of quutlODabh nllll ud or the "CCIJ"'pte or 
o111U Ol1111fied U doubtflll aDd 1011, 1t h u.ptntlTI that tbe ..... 1 .... Of 
t be belli< bo uaod to write ott &Dd r.duoe book Talue of woh ueeta, • 

'1'b1a h an aetollDdillg ata-nt in rtn of the taot of the reoant 
d1ocuoa1ono ropl'<liae tho wr1 to ott of loaaea olaeoitled in the laot report. 
111 1111deratood auab wr1 te otto had been •de to tha aatletaotlon or you u d 
your Obhf lb<llll.Mr. No lntt.tlon bu baretotore -D ginn Ill tbU 1111 a11azp 
ott n a ex~oted 1D oonnaotion w1 th uaota DOt aclnraoly ori tlohe<l i11 the report, 

Your rotereneo to tho other real utata 1D loana &Dd clitoOilllte u~ 
cloubtadlr applloa to real aatata aold Wl4ar OCDtraot to Capi tal ~ Uil 
Ce.Utornla Ltl>4a, Inc. 'Zbeoe oontncte rapreaoDt tho obllg&UOD.O of f1DaDCJ1all1 
_..,., oc.puiea and prortdo f or a ~oitlo aobo<llllo ot J?B1110DU, 'Zbar therefore 
are aolllld loua aDd cellDot ba cluatfled u •Otllar Real htata.• '1'ba OODtnota 
are oocured not oDlr by tbe lllldar1y1Dg real aatata , blt'r alao by t he aubatantial 
not worth or tho obligors, *icb, a ccorcliJI4 to tbo tlDaDcial atat-nta or \be 
CCIIOj?aDiOI, _,ted OD .liJ&uat )1, 19)8 to J22, 768,000 1a tbe C&lt Ot the Capital 
OCIDJ?aD1, ud t17 ,008,000 iD the C&lt Of Oalitomta Landa, lno, 

Stnoa April 4, 1934 am up to .l'UDt )0, 19)8, tho two oollj?&lliaa -­
Uoned ban bought real eatato tr<a the Bull: eggregatiae a purobtae prioa or 
$31,456,000 , ud ba,.. paid to tho Be.llk tho awa of t34, 550,000 on acooUDt or tbe 
principal or tha contraota, This total . p&1118Dt rapreaante 110ro than twioa the 
amGIIIIt of -nte oal1od t or by the ta..., of tha oontraota. 

Roterrlae to tba Ga.-n ore41ta; tho raqui..-uta or ~be De~..-t 
ban baeD tlll17 ooapllad wttli. 

RattrrlD& to :roa:r otot-11t nat •u i a Ulporatln t btt tbe ~ 
or tllo beJlll: be Died to wr1 to ott and ronoa nlua ot nab uaeta• ; olnoa .l'&ml­
ory, 19)), ..., bon applled tss ,ooo,ooo to tho writtng ott or 1oaeea and tba ro­
clucUon ot book 't'alllt or uaota. llllriae tba - ~riocl ourplua and llDclirtcled 
protua ban -11 lnoraaaed by $12,)00,000. Tbia I.JiproT-nt of t67,)00,000 
ID Dot oapital pooitlon h oono1ua1n artclanoe that •• ban adaquattl7 prortclt<l 
tor looaao and that ..., ban ooDalat entlJ toUon4 a aolllld clirtcltDcl pollq, 

You atato i n your tale..- tbet tbe cllTlcltncl pol1o7 baa btu re­
peattdl7 oritlol&acl, tbtt the ai\uatlon wu diaouaao4 at length by tbe Chief 
He UonaJ. Balik !xaalnar in Walhtaeton with fila Obaiman of tho Boarcl in .l'IJIQIIry 
and apl n wttb tho Vice Pres ident &Dd Caillier of tho lluJr ln .liJ&uat or thU 
year.' and that tho claolaratto n of 1111 41rtdando at tbie tt. wco1l4, 111 the opin­
Ion or tho OoaptroU u of tbe OuTtnOJ, be llDI&ft &114 llll801U1d unlaae Prottr 
PrDT111on 1e M4o tor cr1Uci- .... ta • 
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HoD. II&Hball I. Dlgt~ - 3 -

!be d1aC11111oDa referred to 1D 700Z vtre wro 1a DO reepect toral., 
and 70ur referee .. to d11'1dead pol1a;r wre 1D01dental to dhca .. tolll of 
branch pet'lli h. OUr recorda tall to dlloloae 8017 toZ'IIal protoat b7 tho COIIP­
troller repr41ac our d11'1doi14 pol1a;r, vhiob at DO u .. haYe w OODiidorod aa 
uneound or unaate, aDd WI lob, oa tho coatra!'7, baa boea aa l~~portaat factor 
contrlbut1"" to tho eucco11 of thia lDIUtuUoa, 1D vhlch eoro thaD 11!0,000 
C&llforntana haYe e atockholdor' a iatoroat. 

'l'be record d.o01 dhcloao tho tact that proper proYhloa baa boon 
=ade t o care tor aeeota a4Yorool7 cluo1f1e4, 1nclu41ac IUob a11ota referred 

• to In t.ho laat uaatnattoa report , and tho further taot that tor tho period 
from Januaey l:, 1933 to June 30, 1938, oD17 • ot tho oarnt,.. baa bee pe1d 
ID dlvldenda. It 1e tl'IUI that the rate of 41Y1dend oa tho total par -lue of 
the cepltal otock baa been 1ncreaaa4 troa &.' 1D 1933 to 19.~ ill 1938, but a 
loglcel coaparhon of diYided ratea would bo baaed on the relation of 41Y1-
dondo to earnt,.o. Di'l'ldedl paid 1D tho 7e&r 1933 aaouto.d to 31~ of the 
earnt,.o, llbllo 1D 1938 percentage of di'l'ldollda pe1d to oarnt,.a -• oD}7 
lncreaood to approxilBt&l7 40)(. ID the tlret el&ht eoatha of the 7e&r 1938, 
net actual illcoae a&OUDtad to $15,91.0,882, vh11e current d1Y1deu4 roqu.lreaonh 
amoUDt to $800,000 per eoath. 

i'hh 11 the flrat tt•e to our boYloqe tbat the &lloh ot thle B&nll: 
h&Ye been oharacterhe4 aa •UDaotlataotor7" b7 Q70Do. Why baa thll quoatlon 
Dot been r &loed prmoual7 1D tho paat ab: 7eara dur1JIC whlob i~OYeaont of 
$6?,300,000 Ia aet capital polltlon baa boea mdof Whea our Vice Pruldeat and 
Caahler talked with 7011 two nob ago, he reporto.d a trieu417 attltndo In ;rour 
oftlce ed telecrapbo.d .. that he coDf140Dtl7 ezpe_cto.d to ban fayorable aoUon 
t &QD without turtber dolq on at leaat throe of the pendiJ!C brench appllcatlo,. • 
llhat baa bappe o.d In the ahort Uu Iince the to eo coapletol7 chaliCe tbo atti­
tude of your offlcef 

Another recct chaliCe In tho attitude of 70ur office cauao.d ua coa­
aldorable eabarraa ..... t and taconYeDIODce, from which vo are atill aufferlng. 
I ref er to the wi tbhol41ac of a charter OD our Gon&&lea application after ap­
proY&l bad been gi'l'e an4 tho U ae for opellt,. the branch ertoildo.d . AI a 
conooquenco, bank prealleo, re&47 for our occupancy, atelld idle In GoDu.l oa, 
t o tho wondor.ent of the co_,U7. 

Wo boliOYO tha aucceutlll aoooapllahaenta of the JIIUiaC-•t of thla 
ll&nlt are without parallel, an4 w therefore roaont tho reference ill 70ur tole­
g...., to •unaafo and =eo'llll4 practice• and to tho pro1'1o10DI of Section 30 of 
t he Bonk Act of 1933. HaYing M4o OYoey requiro.d prortoioD f<ll' the protectloa 
of our &lleta, ve are ent1tla4 to ban 70U with4rav 700Z etat_, that tho 
asaeta are in an UDeatlafac,or.r con41,1oD. If 7011 feel othervleo. I roqueot 
t hat tbe lllD&geMJ>t of thh lllmk bo WIIIODed before the l'edoral loaone Board 
for a hearing on tbla teaue. 

.. 

Toaro '1'01'7 trul7, 

(Stcul) .l, P. Q>lemtDI 
Cllatr.a, 

Board of Diroctore • 
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IXCI!RP!' ,...,.. DCORD or PIC)(ICI!ii•MI or !D ..mm or 'J'BIIIWII> or w• 
OY BAlK or JIIIIIICA • • ~. • 8. A., IIILll 0. SIFIW 1), 1938· 

.u \be openlD& or tile -tl.q, the Oba*-n nporto4 tllat Mr. P&lMr, • 

repreaaataUn ~the •ttoaal BakiliC Dep&rWnt, M4 lato- ll1a that 087 at 
1:)0 P. 111 . ot hh laa.-E"otlou rz- tba ec.ptrollor' • otttoa to .S.l1Tor a ...... 

to the Dlreoton. 

'lha 0he1man s tated that upon rooalpt ot 1111a iatomatlou, lla bad 

requested Mr. R. o. lal.th, Vioa .Pns14ant an4 Caoh1ar or \llo llliDk, to o ... to 
Loa ~alee bJ plana aD4 br1DC with ll1a a oopr ot the lut report of aJall~~ation 
or the Bull: all4 4ata relatlJIC \!Ioreto. Be fUrther atat.O tbat ba lla4 lato:r-4 
llr. Palar \bat ho w0oal4 bo oalla4 to appear before tba 1lo&1'll UPOD tile arrtnl 

ot ll:r. Soltll. 

. . . . . . . . . . . . . . . . . . . . . . . . . . " . . . . . . . . . . . . . • 
At 1bo oouoluatOD ot the order ot buainaes ot the lloar4, tho Obal­

&DDOWJced \be f aot that Mr. R. O. Saith, V1oa Pna14ant and Oubiar ot tba 111iDk 

had not yot a.rrh.O rz- San J'rauataoo t or an appoaranoa beto ... tha l!o&N •• 

arrongad, and that ba 4....0 1t .S.alrabla that lllr. Palar not be kept wa1 tl.q. 

llboreupon, wl\11 the oanaont ot \llo Board, Mr,. Palar na 1Jl~ro4uo.O to the -uac 
&Dd oxtondo4 tho oourtoO)' ot the tloor. 

'l'boraupon l4r. Palllar .... 4 to tho a oatlnc \be oontonta ot a prl nte w1ro 

o44roeee4 ~o b1a bJ Mr. Ma,rohall R. llt.ga, AotiDC Oo.ptrallar ot tho Cllrroolq, u4 

obor\17 attora&No w1 Ul4rn t,_ 1111 -tlJIC. 

'l'bo oonttata or \llo tolo~ won 41oo..eee4 at leq\11 bJ the boaJ'd -be• 

present, u4, at the 1-'batJWA•a ~atlon, oa ... ttoa dulT •4o, .. ooD4e4, u4 

UD8Dilloualy oarr1e4, the ObalrMD or \!Ia Boud waa 41reote4 to a44re .. • roapoaM 
to the Aotlq Ucaptrollor or \llo OurreDOf &4 au\llor1se4 to Hquaat ,a hoaJiDC tor 
t he 118D8C111& ortloore ot tllo 8liDk before \llo re4ore.l lieMrYo ~ ill Tin ot the 

AottD& Ccaptroller• a rerereaoa to SeotlOD 30 or the llliDk Aot ot 1933· 

'f'lle Cbahwn 41reote4 tllat a OOPf ot \be tol~ rea4 to tM Boud 

by ll:r. Palar be ttle4 w1 th tho reocmla ot \llo ••tiD&• 

Tile SaoretUJ \ban reporta4 that Mr. ~\II be4 arr1n4 n- San 

I'Hnohoo & 4 • • ftl.tl.q to be oalle4 1Jlto \be •etlac. Mr. Bll.t.th wu thliD 
oa11e0 1.ato the -u,.. 

'l)le 1'rea16oat o~M<I n- llr. "-ttll u4 rea4 to the ••tlliC a •Pf 

or a letter a4dreaae4 l>J Mr. A. p. otann11ll., Olaalmu ot \!Ia Boarcl, to 
llr. liaraball R. llt.ga, Aou,. Ocwpbv11er or tbe Curreaor, ua4er data or lllq 6,1938, 

referring to the lut report ot tbe ~.DatiCD ot \be llliDk, •4• aa ot 
Auguat 31, 1937, aD4 noel.,.. 1Jl April , 1938. · 

'1'ba Obetmn roporte4 .._, 110 npl)' to tba -ta ada 1Jl MlO letter 

had beaD ,.,.1n4, u4 u.o 11oar4 ,_poe u ... .- tllo 011a1- of tM 8o8ll'l 

to ftapaottuUr NqQut' a Np1r • 

• 
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ry:::> Mr. SaUb reporie4 to tbe !o&r4 111 requllh4, 111111. ~ Joar4, by 110Uoa 
r~rl.T ..,41, eeooD414 aD4 carr114, u:preue4 ih 1aab11U:r" reooaclle "• 
i nfonaUon oon,..:r..t to U b:r "• Chairaan of "• lloar4 allll. ""' Caehler aa4 "• 
lnfo1'11111Uon t\lrahbe4 ia tbe letter of tbe Obalraan of "• Joar4 a44reue4 \o 
tbe Aoth>e Coaptroller of tbe Curr•c:r ullll.er 4ah of lla)' 6, 1eae, wl" "• 
contenh of tbe ator•eaUone4 telecru fro• tbe 1cUJ11 Coap\roller of tile 
currenc:r to Mr. h.l.Mr. 

Beforo a4jov.J'1181Dt, the Joar4, by aoUoa r.,ul&rl:r -.4&, eecoD414, 111111. 

W>UilloUe)J carrle4, u:preeee4 ih COI!Pleh coati4..ce in ~ ~'""' of tile 
lle:lk aDd lh appreci a tioa of the --c•ut •a ouht&a41J11 ...aor4 of aehlu-t. 
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Dear Xr. Seoreta171 

aan Pl-ano1aoo, CalU'ornJa, 
Septeaber 16, lQ38 

The n• axaaination report tor Bank 
ot .blerioa, 11'1' 1: S.l will ahow the line to 
Stewart 1Dtereata ot GYer eleYen aillion. 
In a ddition, Trenaaaerioa 1a loaniD& to 
Stewart 1Dtereate two and a balt •Ul1on. 

CUrioualr eno., a ~rena ... rioa loan 
to stnart peraonallr h aeoUMd 'b7 atoolt 
ot the Bank ot .U.rica. It can 1t be hia 
oWD atock, aurelr, becauae Claaa 0 direotora 
ot reaene banb oan•t OlfD atoclt 1D Mllber 
banka. So it amat be a.r> acc-4at1eft loan 
tor aomaone alae (or el5e he 1llegallr Olfftl 
bank stock) . . 

Gimr>1Di olaiu that Jrccl .. aftd Belulett 
are atockholdera 1D the Pac11'1o c o .. t .Kort­
gage Co -- the Stewart Co~127 that b•ruw 
troa Bank ot .t.aer1oa. 

Angle Ca111'om1a declared a d1Y1dc4 
(a•1-a111lual) ot aot a ahara, parable Oct. 
and Deo. on Sept. l~th • 

• 
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COPX S.ptaber 80, lt3& 
8aD l'Mnolaoo, Cal.U'ol'llla 

HONORABLE ).IARSRALL R • DIGGS 

IVE HAVB RECEIV1lD PROW YOUR OPFICB LETTER DATED SEP'l'EIIBER 

THIRTEENTH MAILED SEPTEII.BE21 P'IP'l'BENTH WHICH WE SHALL READ 

TO OUR SOARD AS REQUESTED. WE ARE PREPARING DATA WHICH 

.'/HEll COMPLETED WILL WE BELIEVE CONCLUSIVELY DEitOIISTRATB 

THE LACK OF JUSTIPICATION FOR THE PROCEDtmE BEING FOLLOWED 

BY YOUR OFFICE. IN THE HOPE OF ACCELI3RA'l'ING TBB FiliAL 

DFl'ERJ.!INATIOII OP THE ISSUES RAISED BY YOU I BAVB THIS 

DATE COMWNICATBD WITH THE SOARD OF GOVERNORS OF THE 

FEDERAL RESERVB SYSTElll BY TELEGRAll AS FOLLOWS QUOTE 

SINCE SEl!DING YOU A COPY OP OUR LETTER DATED SEPTEMBER 

li'IFTEENTII ADDRESS.!ID TO ACTING COMPTROLLER OF THE CURRBIICY 

•,/E HAVE RECEIVED PARTIAL RESPONSE TO OUR LETTER OF MAY 

SIX'l'H TO THE ACTING COWPTROLLER, EACH OF OUR DIRECTORS 

RECEIVED FROK COY.PTROLLEll' S OFFICE BY LETTER DATED 

SEPTQIBER SIXTEENTH THE DA!l'B 011 WHICH PRBSOKABLY OUR 

LETTER OF SBPTEifBER FIF'l'EBN'rH WAS RECEIVED BY COWPTROLLER 1 S 

OFFICE A COPY OF THE TBI.E«IWI READ TO OUR BOARD SBPTmiBBR 

TBIRTEEIITB BY EJWIIJrER, THE COURSB OF PROCEDUBB BBIIIG 

FOLLOWED BY COMPTROLLER IS OFFICE IS HIGHLY DBTRDIEIITAL TO 

THE WELFARE OF THIS IIISTITU'l'ION AND THE TOllE AIID COIITBIITS 

• • 
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OF Tllli REPLY '1'0 OUll LETTER OF MAY SIXTH REVIVING AS IT 

DOES I N PART I SSUES LONG SINCE DISPOSED OF ARB SUCH THAT 

,tB DESIR.S TO PLACE THE ENTIRE MATTER Ill THE HANDS OF YOUR 

SOARD FOR PROUP'l' AND PROPER ADJUDICATION, THEREFORE 

PUP.SUA!l'l' TO AUTHORIZATION OF OUR BOARD OF DIRECTORS \1E 

RESPECTFULLY REQUEST THAT YOU SET AN EARLY DATE FOR A 

HEARING DEFORE THE BOARD OF GOVERNORS OF Till!: FEDE.RAL 

RJ>:l},;RVE 8YSTEJ ON THE I:!SUl:!S RAISED AS REQUESTED Ill THE 

LAST PARAGRJP H OF OUR LETTER OF SEPTEMBER FIFTEE!ITH '1'0 

ACTING COYP'l'ROLLER . I AU PREPARED '1'0 ATTEIID SUCH HEARING 

A:;D TO LEAVE HERE AT A IIOL!ENTS NOTI CE. UIIQUO'l'E . 

L M GIANNINI PRESIDENT BA! K OF AMERICA NT & SA 
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lopt..-.r a1, 1111 

... OltpboM 

lb'o Oplwa 

Ut.Atlooa a.. Poler 
a.. SM-"r 17 

I Ul1U the ~leQ ~ SMS.S.~o 1A41uUac tllil 

••ts.zna- 1Dt.PHt or tho ' ""'-1'7 1Jl tho l!lalllt or 

&Mrlu llhatleo cwor the laet oonral -the ohlnal4 

1Doh4a th1a atat-nt b)' •• 

!bora ha•o ~ -IQ' MoaalOIUI 'bat-D .. N!l, 

lNS, oa4 Sopt•bor, 1181, 11bn IM"hl'f •oJ'Iaetllil• 

baa aako4 • to ~iN aboe ooo • ...tlaor aapoet 

of tho llhotloa 0114 baa "q11o0otocl • to pnoa f• 

aOUOII beaocl OD -1Mtl01l I'OpOI'ta. !IMPO lao•o bo.a 

MIQ' oaa .. l o• 1JI'OD Ciob l ba•o br011pt to. tile att-­

Uoe ot tile Ce~~~ptrollo•'• orfloo theoo ro.-.ta. 
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8epteldler 21, 1938 

Ill re: JaAl< of Ital7 JaUonal !rut aDd Sanae- AnoclaUoa, 
Saa Jr&Deiaco, Callforala. 

Examined June 30, 1928 to AQcuat 11, 1928. 'llo letter of critlcl .. 
••• wrl tten on thh report and no 'board &lltliiC waa held 'b7 e.DIIiaer 'but uUera 
or orltloloa wore d1aeuu ed 'by h1a nth Prealdent llaclplupl aDd Tice Prealdeata 

]ll.&nar end Oock durin,; e.DIIinatloa . 

haalnod Doc•'ber 14, 1928 to J'e'brutr7 15, 1929. 'llo 'board ... 4111C 
hold. Correapondonco file for 1929 ahowe that nee Prealdent A.l'. Hendrick 
called a t thh ortieo ln Ja.nuaey or J'e'bruo.ey and 41oeuued wlth the Coaptroller 
tho rotter of tho 'bo.nlr:' • r;ranU ug ucend aort £11CO leana i n ori ileal oaa01. 

Ex.e.olnod -cain APril 8, 1929 to A~at l, 1929. lfo beard &llt111C 
but u aeto criUcilld by exaainer were renewed nth nee Preoi dent Gock aDd hie 
aubordinateo. SubJocta of e.DIIiuat1on dlocuoud with ada1n1atrathe oft1cera. 

-lnod Dec&&'ber :n, 1929 t o April 11, 1930. 'llo l etter wr1 tten t o 
tho 'bo.n1r: but Chief !ulli n or Barrie Ia a letter doted June 17, 1930 wu chen 
onreu pemiooion to diacuao the banlt 0o affaire with llr . Jilloha l'alker, 
Chai rman of tho Board of Tra.noueriea Corporation aa4 in dolnc eo t o dhclooe 
lho noa~of 'borrower• and the collateral for i te loa.no. 

Enainod JUliO 30, 1930 to October 28 , 1930. Conaolldeted with JaAl< 
of Alorica of Calitornia, San Fr"""iooo, 'lloTellber 1, 1930 and t1 tle ch~d to 
!:Ink of ADorica lf4tlon.al 'Prust and SaniiCI .t.uociatlon. Jxaaio&tlon wu aade of 
tho State bank fro:o Sept .. ber 24, 1930 to Oct ober 31, 1930 and deta1la of the 
conaolldatlon requi red a creat daal of work b7 t he Chief JtzaaiDer, the flold 
eXD31nerl and thit office. 

No l e tter wao written to tho bank but tho oxaalnor al ated in hio re­
por t that a oeotln,; wao to be held w1 th the oxecutho ooaal tteo on 'lloT•bor 13, 1930. • 

Bank of Mtrisa llttgMl Tntet • pd Sa:rSnn A••oo1a\1on, 
San J'r&Dclooo. 

!Dained J'ebruaey 28, 1931 t o !lair 5, 1931. Conference bald 'b7 
Comptroller in !low York with !ranoaaerioa officlala on !lair 28, 1931 rel&ilft 
to ... ttor of proTidinc f or loooeo in Bank of .t.aer1oa. Report thereof aada to 

of Exaalnor on llaJ 00, 1931 and he waa 1natructe4 to dia cuu .. tter tll.rther 
th Wr. Wonet of tranaaaerioa. 

Letter of cri ticloa da'-4 JUDe 5, 1931 addreaaed t o - of Dlreotora 
Ia connection wi th thia report , wupplaMnted 'b7 a letter da'-4 hM 8, 1931 
ll"led b7 the Coapt rollar la which a c:baDca tn .,..._..,t In the lAe .t.ac-lH 
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• ranch .aa urr o4. Chai,..,. of tho Board , llr. Jaa. A. !ac1ta.lup1 conferred 
• •lh the comotrollo r, Mr. Pole, about aubj ec t aatter of office le tter• and 
~;our&nCO s t ven In letters !rem Prea1dent lo!ount doted Juno 10, 1931 and June 
12 19~1 that ollmlnn t lon of l ooo item• would be effected and the manage .. nt 
er' t~o Loo ~olea office •re- yamped•. 

~xamlno4 Aueuat 31, 1931 to January L2, 1932. No letter of crlticlam 
o~red on thl o report. Examiner in confldontinl oectlon ata ted 0All c r1t1c1ome 
0 ; mHJor· lf,rportanco will be c losel y f ollowed by thh ottico in an endoaYor t o 
of:•ct correction• . Air maU r eport of Ac tina Chief Examtnr Sep tember 29 , 1931 
rrlv-!aoo of daUy diacueaiona w1 th Governor Calklno of tho Foder nl Rea&Mo Bank 
rc banl~ 1 s borrowings. 

~!ned U&rch 31, 1932 to July 23, 1932. Following lett ers have to 
·o r!th takill,'; ca re of losses In Bank of America: 

Lett er ~ated January 27, 1932 f rom Comptroller t o President of 
7r..nar.,erlca Co,..,or< tlon referring t o recent oUI!Iinatlon of Bank of America and 
re. uoatllll< tl:at the Corpor<.tlon protect tho bnnk ap.lnat lo01oa shown. 

Aaothor letter to TransaQerien Corporat ion Pobruary 8, 1932 dealing 
•1!!1 """" oubJect- (from Cooptr olle r ) . 

J.otter from l!r. Harria to Bank o! America Februar y 8, 1932 requeet1116 
tilnt 1oa,oa shown In last report (Au.,"'lc t 31, 1931 to January 12, 1932) be 

Lotter from Ur. !larrlo February 19, 1932 to Bon.k of America regardiO« 
nroant l!qul 6nt1on of Corpor a tion of J.rr:er!ca obli~ntione . 

l.ettor March 29 , 1932 from Mr. Har rh to Bonr d of Directors, Bank of 
/,·o r lcn rcquoat1M lnforoation r egardir'IP, obligntiona of t he Corpor a tion of 
.b•ricn to the l!llnk of Amer1ca. 

Auvuot 13, 1932 memorandum of confer ence which Xxamine r had with Mr. 
:;tannin! . ~erarded aa a aup!'lementa1 report of examination eoarpleted July 23, 
1~.t. R•.,.••• t "-'<!e ttat looses be charged off. ~r. Giannini exceed!ngl7 
:: rblt rcry AY practically ref\leed to carry out exaainer 'e auggestiona except ao 
~r ~• they auit him. 

l •tter of crttlciel!l dat ed Septeaber ~. 1932 on re"Dort of e:raml..,.tlon 
r·:...rch :!1 , 1932 to Jul7 23, 1932) asklr>« bank t o edrlae progreso In correctir>« 
r~1lner 1 a crltlelaaa. 

011 ~oveaber 14, 1932 reply to letter of Septtaber 27 . 1932 requeoted .• 
~-o1o~· frOC> bank on October 20, 1932 for fn11ure to rop1)'. 

~·tovellbcr 21, 1932 11ecorandu.c:~ tor Kr. H&rrla from ~i.ner Price re­
-rr<! nr l~r. O!anntnl's arbitrary a ttl tude re chargi ng down to appreiaed vnlueo 
real eot o.tt lonna and re llr. Ruaaell Smit.h'o oall a t bia (Pr1ce 1a) office to 
o!ocuoo a r evaluation of not ea purchaaed b7 and Included in Corpor a tion of 
A=er1ea cont rac ta. 

Examined November 9 , 1932 to April 12, 1933. Letter of crt tic ia11 
• a• nddre ooed to t he Board of Directora on Jul7 19, 1933, and r equea t wa a made 
thr t a rep17 be !Urniahed over their individual t1CI'nturea. Howeve r , Kr. 
C!£nntnl r eplied thereto under date of Auiu•t ~. 1933 • 
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-1De4 .l.pr11 10, 1111 \o Oc\o'ber '· 1111. Clll~ llatloul leU !'nml.Der lla4l&A4 1D foi'W&I'4111C r.por• Oil •o'fWller 14, Ull, I'M-...t•4 tha\ DO acUOII be talcoll 111'-0b U aot.her 1-lMUOil _. U.ell 111 pJ'OIIII aD4 tho ,.. report w0Ql4 be I'IMJ for ..SllAc Ml'l¥ lA 1111-llar. 

-lne4 Sep-ller 18, 1811 \o JM'UJ'7 1.1, 1tU. '!11.11 npor\ - re­?towecl br Cldaf laUoDAl Baalt :lual,..r lla41M4 wl t.ll Praa14aat llorrtu aD4 o\ller o!Ucon !ollowinc the •-ill& UOD, Ill'. GlMDllli 110t ba1ac a·rallable, CoDfere11ce hold ln tbio office with Mr. O'Connor, eo.ptro11orl Mr. 01&1111.1111, llr. ColliDe ...t Ill'. Clar7, Tica PraalUIIt of the belt 011 J-..., M, 1934. 
.bother collforelloe wu held lD t.hh office J'allrv.arr t wl til llr. Polger lAd Jlr, Olorr. 

baalllo4 Jua 22, 1834 \o October 13, 1134, •o latter of orlUolu baaed on thl• report. llrcopUo11 talcen b7 bult to certa111 of a-uer•• oluo­tttcattoDI 111 lattero .S.te4 •OT•ber 9, 19U a44raooed t o :IDalMr JolM, Copleo were forwarded to t.hio office b7 tho Chief lxut,..r, Ill'. Joloo wu b ter ..,plo;red b;r the bult iD the capacttJ of Tloa Praold&Dt aD4 otill ocllllplao tho ,... poli u on wl til t.lle belt. 

:tx..IDe4 J'abrv.a.rr 11, 193~ \o 11-.r 1e, 19311. Mattera 4lecWiee4 wlU. liDAnCe Oo-.1 ttao . 
Copr of letter frca llr, O!.&DIIilli \o Mr. Jolao Jflal&rJ' 9, 193e nb­altUJ>C lllforaeUoD about bult'o oolldl Uoa. 
Jlecord of llr. Ol&DIIilli'• oo..teraaoo in .l.pril, 193e wl U. Ill'. ~ ro !J'lrcbele br B&Dk of .taertca of .U.r11M 'h'ut ~&117 of So.ll rr...choo, aDd lncldentallr abollt capU,al • tn.ctoara. 

baatiiM Oc\ober ?, 1935 to -bar'· U35. a.pon dloCIIliiM wl'h ~ner&l J'laaDca Coaltt... 

l:raalllld April 27, 1936 to ·OY-ber 36, 1936, Jleport dliCWIIM with Cuer&l rlDADCo c-utoa. 
Letter of crltlcloa a44raoee4 to Mr. ot&D11111l u Cbalraa of tbl Board, B&Dk ot Jaertca, llll4or data of Dec• bar 16, 1936, tal<iiiC wp ooDdl \lou ronoctod br report of a-..auon c.-plated •-bar 24, 1916 aDd 4laapp.....­hlc fUr thor expa111ton utll uaatllfac\orr OODdl Uo111 haft bMD oorraatod. Rtlerenoo lo •ado In tbio letter \o a call br Tl .. Praeldant Clorr. llr. GlaDDllli raplle4 lllldar data of »eo.bor 24, 1916, atreaoul¥ obJoctiJIC to tha poll or of nqatrlJIC a 4apool kapl\a.l ratio of 10 \o 1. 

l:raa1Decl Oetoller 1,, 1936 to llarell 23, 1937. lloopor• 41-••-« wl t.ll C.111r al Tl-• c-t''"· 
'l'<olegr-~er 110, 1936 betwllll Ill'. o•couor - Mr. O!.aaa1111 Arr&JlCIJIC for a co..ra,_e flrot welt lA J---.rr. 
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!x&abed Ap ril ao , 1937 to Allguot 17, 1937, lo board •eUJSC held 'bJ 

• ....,1ner , but ell •tten of criUcisa were renewa4 b7 bia with Jlxeouthe 
r1nance c .... lttee reopooelble for all credHo of enUre oyat•. 

l!o letter written on report. 

!Xlllllined .lut;uat 31 , 1937 to April llO, 1938. lo letter of oriUciaa 
booed on thla report, Exeainer renewed c.ll aattere • Hh J:xecutin J'iii&DCe 
Collllll lttee reoponelble for all cre41ta of the entire ayot•, 

l(r. J'olger d1ecu11ed 11 tuation with J:xuiner Se4lacelt durinc hie ..taU 
to S4n J'rMCliCO the latter part of 1937, 

Conference held by Examiner Sedlacek w1 th llr. ~i&nn1n1 &nd detailed 
roport thereof dat.d December 31, 1937 together with a l etter dated Dec•ber 23, 
1~3? I'Urn1ohed thh ofnce for uae i n connection with llr. G1&nn1n1'e con­
oloted rlalt here early in 1938. 
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S.pt.,.ber 23 , 1938 

Ut. A. p, Ciannini , 
Cllairmtln or the Board or D1reotors, 
Ba nk of ; ..,..rica llntionsl Trust and Snilli.!B 1•8Sooint ion, 
1 Powell Street , 
San f renoleco, California . 

~y dear ~r. Ciannini: 

It bee been brought to m:r utention that the Boerd or Directora 

ot t' o !'ank or i..aerica !iationel Truet and Sevinae Association at ita 

meet1n4 held in Los nngeles on Se pte:ober 13, 1938, declared a div i-

~end halt or which is peJ8ble October l, 1938, deepite the r.arnina 

contained in Qy telegram dated September 13 and commUnicated to the 

r.eo ttnr by R. l!:. " · Palmer , National Bank Exa!lliner . Tilts warnina 

was pro:npted by m:r duty to protect the depoeitore as >~ell as the 

aberebol dors or your Bank. 

It is m:r dastre in t his matter to be fair to a ll concerned, 

MlCOrd1Jiftl7, your personal attention, U director Of the 5ank, 18 

called to tho prov!aione or u.s.c. , title 12, eeotion 93, wllich pro­

videt at follows: 

•rr the directors or any national banl<!na ... ociation 
lhell kDowingly Yiolate , or knowingly permit any or the 
ottioor, agents, or aenanta or tho uaocia tion to 
viol- to any or the provisions or tbia ohaptor , ell the 
rights, privileges, and tronch!aea or the asoooi~tion 
shall be thereby torteited . suob violation eball, 
however, be determined and adjudged by a proper district, 
or Territorial court or the United Stetea , in a snit 

• 
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brought tor that purpose by t he Comptroller ot the 
Currency , in hia own ~e. before the aasooiation shall 
be declared dissolved. ADd 1D cases or auoh violation, 
every d tractor who pe.rtictpe.ted 1n or a eaan\ed to the 
""'"'" a!lall be bald H able in !Ua personal aDd ind!Yidual 
cs city tor all d.,.. •• w!Uch the aseooiat ion ita 
a. reholdera or an other oerson shal Ye austa1ne4 
n conaaquence or auo violAtion.• Undareooring eupplied) 

There is enclosed, tor your information inthta connection , a 

co~y of my l etter or orittatam based u"On the report or t ho loteat 

exa.'lltnatlon of your Bank. A COJil;>lete copy or t his report or exam-

1n6t1on ~~·been eent to, a.nd ta open tor your tnopaction a t, the 

r:~atn otrtce of the Bank or Aaerica Hational 'l'ruAt and Savings 

•• ssoclntlon , No. l Powell Street, San Francisco , and a t the ottice 

ot the Chief !latlonul Dank Examiner , Room ll03 , l~~ !.~ntgooery 

Street , San Fra.nciaco, and at tho eub-d1s tr1ct office ot the Chief 

::ot lon:>l Dank Exa:>iner, ~5 !!. ;~. Kel.lll:an Bu1141og , LO• Angela e. 

Your attention ia dJrecte4 t o the eo~:.enta, crttlcl~s and conclusion• 

ot t ho BXBllliner contained 1n the report, and particularly to tho lest 

t·•o poges thereof. 

Very truly yours, 

!IABSIIALL R. DIGGS 
Acting Cocptroller ot tho Currency 

t ypo4 9-23- 38 
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TREASURY DEPARTMENT 

COMPTROLLER OF THE CURRENCY 

WASH INGTON 
~...,_VTO 

_..,. ...... .,.cw~ccu~·· Septez:tber 23, 1938 

Board o! Directors, 
8&lllt ot AMrica llatio!Ul ?rust and Savings Aaaociat.ion, 
SaD Fr ancisco, Calitornia. 

GenUeCI!Int 

The report ot oxamination of your banlc, completed September ].5 , has 
been received Md reveal~ prsotic~ the same criticisu as abown in 
previous report s , The purpcao ot those cri ticisu and ot the cri tic1su 
eet forth 1n this let ter is to assist t he Board ot Directors 1n a con­
structive a:anner to protect t ho interests of t he depcsi tors u well as or 
tho slw'oholders ot your bank . 

Your attention i s directed to tbe exaainer' s co.,.,.nts under the head-
ina of "R1stor1cal RAIIIW:le ot beets 1n General• atllrti.ni on page 2 of t he 
coneolidsted report. A coiiiJ)e.r&tive survey onr tho past fin years re• ods 
tO..t ttto prioruy purpoao of the management appoua to be that of publishing 
larse earnings statements and the peyment of enr-1ncr.asi.ni ill-adrlsed 
d11'1dende ratllar t hAn n !rank recognition of tho aeeet problems of the bank 
and a desire to allocate the bank ' s earnings toward the amortization or 
!rozon and unbe.nkable assets , the creation of adequate reaerves and the 
correction of the bank' a undar- cap1talized condition. The monagement of the 
b.>.nlc has persiatently contested t he examiner's claaai!ieetion of aoaets, haa 
defended unbeokal::le assets, and has rarely admitted losses and clw'ged thea 
ott voluntarily . ' 

On page 8, 1neart 2, tbere is ahown under "L&rp Linea• the uteneion 
or credit to 'rrans811&1'1ca Corporatinn and ito aubaidiaries, which has been 
criticised for years, aggrecat1ng apjrax:t.ltely $'16,000,000, or in excaas o! 
ooe and one-l>n.l!' times the capital stock ot tho bank. It 1e noted t h!tt t he 
eo-called "Guaranteed Loans" AIIOunt to $5 ,5001000 1n round nuabera. Thh 
a.toount should be .1'ully collateralized by readily marketable aecuritie o, 
particular~ 1n rt ... of the method ~aed to eliminate t he contracts ot tbe 
Inter-l.aerica Corporation by wri ting up United States &lid anicipal aeeuri-
tiea apprCI%iJiately $14,000,000 and applying that -t &a a credit on such 
contracts, wbicb ware then indicated to ban been a4~tel;r secured b7 
Ml'keteble collateral . n is tbe position of the Office of the ea.ptroller 
ot the Currency that these contracts sbould ban been el.1a1nated, not by a 
• elllceninc ot the asset condition of the bank throuch wr1 tine up certain 
aaaeta as indicated abcml, but b)' actual collection, Ylth 8:111 da!1c1encr 
taken care ot out ot the aeeuritias pledged. 

Since the oar ly part ot 1932 it baa been the baDit' a pol107 t o sell proper­
ties acquired by tho bank to the Calitornia I.aDda, IJIOCII'POZ'ated, &lid tha Gepitel 
CollpS:Qf lllld.r cont.raete. At- tbe tiaa ot tbe .uaiJI&tioo of tbe baDit, tbe 
a.ounta which these corporations owed tbe baDit by r- or tbeae cootr&ote 
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and which -t• wre carried ill tba aeeete ot the babk, wwe aa tollowa1 

Oalltornia LaMe, Inc, 
Oapi tel Ocllp&UJ' 

The Calltornia Lands, Incorporated •a turthar indebted to the bank ill 
...,..,t ot $351,016,19 &Dd the Capital CollpiUJJ' owed the bank a turtber oaa ot 
$1,443,040.65, mldng, with the abcml, the total indabtec!Deaa ot tbaM two 
cocpaniee to the benlc $4.1,533,403. :30. 

With rete.rence to the contracts ot the Cal1tornia LaMe, Incorporated 
and C&p1tal Coal'fli'O', the be.nlc Mintaille that real eatata owned by tba be.nlc 
ie aold IIDIIor continuing contracts with the t ... o toregol.Dg co_..tes, Aa a 
reoult ot the tenoa &Dd eond1t1ona ot those contracts the bank is 8ll&bled 
to carrr parcels ot l&Dd, which are either unaaleable or can o~ be llqu1dat­
od at a I!Ubetantial loss, tor an unlJ.aited period ot )'ears, through t he de­
nee ot croditl.Dg the proceeds ot the aale ot a cinn parcel aa a peJ~~~~nt 011 

tho balance or the total contracts ina teed or trea tl.Dg each transaction as an 
lndi rldu&J. i tam, 

It appears that no payments were required on those cont1nu1Dg contracta 
tor a period ot two rears, """"'l;r, throucb 1934 and 1935 , tollowine which 
one-tenth ot tho purobese price becaae p&Table in 1936 and a lllca ~t each 
you thereafter for ten years . '!'axes on 1!\!Ch land are !?!ld bx tile baM, 
Proi!UII&bl;r title dooe not pose with the e:xecution ot the contract, All ot 
these contracts are carried 1n yaur loans and diacOUIIts, but 1n reality they 
appear to represent •otbar Real Estate Owned" , '!'be 1en1eat teru &Dd co,.. 
ditiona ot the contre.cts are such that tbia arranceaent constitutes ill tact 
•ral;r an ac•ncy ac:re-nt &Dd not a bona tid• aale . In the oplnlon ot tba 
eo.ptrollar ot tbe CUrrency tb1a real estate abould be abown ... IIUCh on the 
boob ot tho benlc &Dd ao abown ill tature published report• ot tba bank, 

! recapitulation or the &I:IOUnt 1nnated in Mnlr1nc bouaea, tarnitare 
aod tixturea and otbar real estate owned 1a shown on pee• 14, 1Niert 1, &Dd 
accregataa $97,660,265.39, includinc contracts ot the Calitornia LaMa, Inc., 
ard C&pital Co"'P8111, totallnc $39, 7)9,346.46, prerloualy retlll'Hd to. !Mae 
are included 1n this schedule to ahow properl;r t he bank' a entire real eetata 
imutmenta. or the accr•gate ot $97,660,265..39 the ....,.,..t, ot $47,685,1.66.67 
represents baDit1ng houses aDd equ1):88nt, aDd $491975 1098.72 repreiMDta otbG­
real oetata ownod. When $14,004,116.02 ot actual and probable torecl.o.urae 
on real eatata loans carried ill loan8 aDd clhooanta, are eddod to the aare­
gata ot . 97,66o,265.J9 retarred to, the total i1 $lll,664,3Sl.J,l. or aJIIII'OZi­
•taJ;r the entire .._...t ot the be.Dit'a capital etructare u abown b.Y ita 
boob, It 1a Mlt.....td.,.t tbet an aaMt oono ... trat1on ot tb1• -cnitude 
oonet1tuta• a probl• ci-Dd'nc 1 1l•ta OCIJ'1'8Ct.ln .tap~ • 
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Attention ia al11o directed to tho concentration ot credit 1n the diHct 
and ondorood linea ot A. 0. Stewart aggregating t8,068,003.96 as set out on 
pogo 8, inserts 16-17 and 18; and the Pacitio Coa11t lolortgago Comp<UV' 1n a.ount 
ot $2,9?,S ,OOO.OO, as ohown on pap 8, inaart 19, ot which co"!"'llf, Jlr. A, o. 
stewart ia president and a director 1n addition to being a • jor stockholder, 
Porticuler attention ia direct ed to the nature ot tho collateral securing theH 
licoe and to the coiUI8Dts 1n connection therewith, as set torth on the inoerta 
obon referred to. 

There are now carried 1n the International Jl.tnHnc Depllr't.nt, San Pran­
c1oco, exten11ions undar a-n Cred1 to, largo4 under the "Ge:w.n SteDdatUl 
Aqo~Mnt• , aggropting $7,964,961.'16 ot which $7,820,66o.71!, are claaaitiod 
as follows• 

Slow 
Doubtful 
Loss 

$3,723,441.32 
2, 097, 219.46 
2 .000.000.00 

$7, 820,660.78 

At the time ot the October 14, 1936 •nm',.tion a looa ot $1, 0001000.00 
was eotimatod and subsequent4 charged ott on these 1 teu. 111 YerbE\1 agree­
ment a like amount was to have been charsod otr at ea ch IIUCooeding ""'•'nation 
untU tho amount classitied as doubtfUl, which represented t he exchange loaa , 
was eocpl.eteJ.¥ ol1m1natod , At the tilDe ot the April 20, 1937 examlnation the 
IIIAMgo=ont rotuood to charge ott the second .. timated loss ot $1,000,000. 00 
and it 18 included in tho present claaaitied l.ooa ot $210001000.00. Bow..,..., 
a rocont eo~eation trom the bank atatee that on Aucust 18, 1938 an addi­
tional rosern ot $1, 000,000.00 representing tho l.ooa ootimated 1n tho April 
20, 1937 report, has been transtarred to the International Rankins Departunt, 
Mldng an asCHsate ot $2, ooo,ooo.oo, which boa been appUod to reduce the 
CSJ'T)'inS Yllue ot thoao assets, Conaeqwmt4 thare re-.ins an additional lose 
or $J.,ooo,ooo.oo 7ot to be charged ott 1n ordar to eOIIpl;r with the nrbal e.gre.­
=ent abon referred to. Both the agree_,t aDd elaeeitieatiotul are belieTed to 
be liber al and the exchango lose should continue to be charged ott at tho rate 
Of $1,000,000,00 at each succeeding "Tesdnation, This arrans-nt ie C(IDSid&r­
abJ.¥ more lenient than tho charge etta Toluntar117 -.do bf othar large national 
banka boldine those obligations, 

On pe.go 81 insart 1, undar t he schedule •Loatul exceeding the Umits pre­
scribed by Section 5200 ot the Revised Statuto••, there are listed cbllptiona 
ot 'l'rensamorioa Corporation &lid obligations ot cartain subeidiarios thereof 1n 
•hlcb tho Corporation OWtul or controls a Mjorit;y intarost, aggregatinc 
$23, 118,]52.87, resulting in a $14,118,]52.87 o:xc.aaiTo «rlenaicm ot credit. 
Thle rtolation or Section 5200, u.s.a.s • .,.t be reduced to the b&Dit'• lAp]. 
loaninc lh1t ot $9, ooo,ooo.oo. 

lour attonUon ia diroetod to the enrwe1ner' • -ta Ulllloer the h-d'nc 
ot "Sonda and Soeuritioa• relating to cartain ~ beida carried aDd 
the option to purcheae srautod to the rr.n-iea Corporatioc ccnriJIC S6,600 
abaroa ot llational Citr Banlt ot !In tcrlt at J48,00 a ahoroJ also hie sta~to 
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IIJlder tbe caption "BoDd lrrit. liP" • Dur1zls the JMI'& 1935 aD4 1936, the 
.....,_nt .rot. up c..ta1n cotlllwt Ull ~oipal. ~ti•• in -t 
of apjK'OXi&t.ly $14,000,000.00 bT ftl'ioue book entriea Ull applied thet 
uount u a reduction oo the forMr f'all7 eecare4 Ia~oa coatracte, 
retarao<>e to which 1IU brieflJ -.de el.HtriMN in W. Utter. !'he loN u 
ehown in tbie report in ConMOtion with thie writ.-Qp ebaW4 he oh&rced ott, 
&lid in addition thereto, the r••lnlnc 'llllliqu1.dated portion of the cr·1cin&l 
wrlte-olP ehould be 1'8't'81'eed in ih entireey. In the tuture S.mutaent 
eeourltiea lUSt be carried not in exceee of actual coat to the ba.llk, 1e .. 
tbe r~u.lred IUIIOI"tization. 

A depositor is .ntitled to the protection of an ad~U&W eound capital 
1tructuro. According to the anal7sia of capital poeition as ahown on pace 3, 
inaort 1, tbe nat sound capital of 7~ bozlk at thAI ti• of ..,.,mnatioo 
UIOIIDted to ~.447,599.71 etter deduot.iJlc eetiat.d loeeea, dool>ttul it.. 
and ll&bWties not ohoom on the books, with depoaita totaling $1,385,494,280.80, 
or a ratio of l to 14.36. !'he bozlk 1a lllldezo..eapitaliaed to the extent of at 
le:1st $42,000,000.00 without taldnc into conaidaration its aeeet condition. TM 
need for such additional capital abould he apparent Ull eound banJdnc pollOJ 
diot.t.s that st.po should be taken to proTide it. 

An important cri t ioitl.lll ll1ll be foUDd UDder thAI caption °11anage•nt Ull 
Supervision bT Directors•. 'l'be reports of the variou comitt.ee appointed bT 
t he Board to superrlse the operating functions of thAI bozlk abould be incorpor­
a ted 1n the lllinutes of the -tin& of the Board in eutficient detaU to be of 
nlue to the 1nd1Ti4ual Mllbere thAireot. n. -.bare of w Board haft an 
illportant dutJ to pertara in tonW.ating w polloiee of operation of the bank 
and seeing that such pollciaa are carried out b7 tha aetift aug-nt. '!'be 
IOinutos should cl&:lrlJ ehcw the action, 1t VIT• t.abn bT the Board with refer­
ence to such co:lllittee reports , aD4 &lao which of the IDHibere appron or die­
approYe t\ giYen loan or tranaaotion . 

On pace 16, insert 1, there S.e a echadula ehowing eerrlce ebergea on 
dor~~a~~t accounts 1n tbe tuOaUnt ot $520,732.94 since .AprS:llO, 19.3.3. 'l'be con­
tiecatlon of dCll'111Utt ba.lancae through such eerrlce charles 1a contrary to tba 
rulings of tbe Co.-ptroller of the Curreno;r. All cberc•• hAiretotore ueeeeed 
oontr&rJ to such ruUnga abould be reetored to acCOUDts ch&rcedo lhlautbor1aed 
cberc•• acainet dar.ant aoc<~~mts reM1n depoait Uabilltiee of the bozlk &114 
~~~at be eo reported in eta~te of cooditioo radered to W. oftic. aD4 in 
publlehed reports. 

On pace 5, 1naert S, are •hewn oerte1n loana .ade upoo the -itJ t4 
tbe h&U• a oen • teak in Yiolatioo of Seotioll S20l, 1J .S.Jl.S. t'11Ne 'f'1olat1ou 
.an be corrected aD4 the a. atriotlJ obeernd. 

tour pertiCIIIlar at.tentioll 1a d1reoWd to the r.-pltulatioll of critio1M4 
and t1x:ed -ts, eMwtac the .,or probl.a t4 the bulk aD4 their relatioo to 
ita total capital nnoture, .. t forth in the aooa'n•'- ot the epwhwr, n. 
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cd UciH<I &Dd flDcl uMts or tile baDk agrepte t;z26,00213l3.216 book ft1u.1 

or wbich tl37,81.8,)2'7.86 1a nl>jKt to lidftre• oleed.tio.Uoo. !be ..-10118 
•t:ure or t~~e pro~ iiiTOlnd 1e ~ w~~e 1t s.. r-".., tJat t.1a ..s­
ftl'MlJ cl&aeitia4 .... te ezoMd the total cepitel .truoture or the laDit lf' 
_. theA t2:5 ,ooo,ooo. 

'l'be _, • ...,t hu pere1etftt4 retuHd to eithc- reeopiH ar ..S.S.t 
tbat the .,..usre.ctorr ooa41Uoo or tile laDit -t • corrected. !be put 
practice ot copitelld.oe uncolleot..s protite 1e peroioiou. .l eOUD! pollQF 
would aeceed tate the proper ohLrsillc ott or 4epreo1ata4 &Dd abenDble uMte 
U..teed ot 4eferrl.Dg ncb oharle-otrS aill all hope or &Q)' recoftr7 hu bee 
abaailoDed. 

!be -ceaent appeel'e to • dold.Dat..s by the 4eeu. to pabllah ..-a­
areuillc eernings stataente. !be baDk's ~· baft bee uttHMd to.,_ 
419141114 pe:raent s to the eb&Nbo~ ot ~ Corpon.t10D u..tell4 or -­
l.Di Wle4 to charge ott the b&nk' s lo-.. &Dd .U. fl4eqoete pl'O'r1a10D for otMr 
cdt1e1Hd aaaete. '!'be-tot 41~ pe14 lf' the laDit hu bee the-.. 
jaot ot repeat..s crit1c1ea b)' ftJ'iowJ nwodoere. lleepite theM nt-W 
criticieu, the 41rldend rete h&s been coneten~ i11CN&aa4, Dar1lll the reez 
1931 the dividend paid represwnt..s 'Ill' ot the net operetiJII protite ot the b&nk, 

In a telegraa to Katicae.l. II&Dit Enodnw PalMr, which ..., read lf' Ill". 
Pal.Mr to the Board or Directors ot the baD1t at its -tin~ ill Loe qelu oo 
S.pteooboir 13, the poeiUon or the~ of the Ollrreoq rtt.b nt-
to the cleol&rats.oo or 111fT 41'f'14d ._. cl.Mr}T etet..s, &Dd tile Jloard ._. ..t.i...S 
that, ill hie opinicm, the 4eolarat1oo or &QT 41'1'14end at t.b1JI t1M -u, -.let~• 
JII'OI!III' pl'O'fiaicc f or the critioiea4 ... te ot the '-* -. first ...te, • &D4 
OODtiDQe an unafe and -Mid preot1oe ill OCIIIIIooDt1aC the has! MIS of the 
hellt, ..S, t.be Coooptrollw1 par-.st to the l'l"'rl~ ot lleotioD 30 ot the 
•""'nc .t.ot or 1933, f'llrother ftZ'M4 the 'llulko ste orrs.-., the Jloard or IU .. rec­
tore ..S the__., tt reot to~ 8Mh ..re and '1111,. ad p1'14t.loeo 

'!'be Otti oe or the ~ or the Ourreoo:r b iat..-..4 thet, 4Npite tld.a 
WllrD1lll. tl>o Board or Direotore ot the laDit deollnd a 41'f'14d rttballt first 
hl1r1111 -.de proper prorta1oo for the criUciMd ...W ot the laDI<. • 1Wtller 
._t in oc-Uon wit.b the 4eolarat1GII ot t.b1JI 41~ 11 'bw1JW ...te at 
tbie U.. CIIOept to state thet ~ ~ illlll"o ,l, P. G•-•m•e lettw 
ot s.~ 15, 1938, altere 111.., 'IIIIJ the 00 te ...t fortlt 1a- w .... 
ot 8Ppl ' I l3 ill I'MpMt ot the dMlaftt.ioo ot the _....t cl1n.s-l, 
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•• - · Oopleo ol 7fRZ Ni'l.r \o \llle leUer lllnl4 -. f to cnatet 
JaUoDAl 1-* -...taer ftUla ~1 .. , Jr., u4 •uoMl Ill* 
L, I. hdlooelr;, lea lloa~~ h~, .,_ 1101, lea , OalUomSA. 
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Sept~ber 29, 1938 

Dtr ins the caurae ot the a.t'ternoon llr. Folger called 

me to say that he had heard l'rc:. llr. Prentiu in San 

Franoiaco who informed him that llr. Rues ell Smith, caalder 

ot the Bank ot America, N.T . a: S .A,, had called on h1m 

and s uggested that everything could be arranged aatia­

tactorily it Prentiss would go to aee A. P . G1ann1ns . 

llr. Folger told llr . Prent1ea that the utter waa now in 

t he banda ot Washington and he waa not t o aeek out llr. 

Giannini . 
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~·o MR . UPHAll 

FROM MR . OLIPHANT 

Sept. 30, 19:18 

Re: Bank or America Nati ona l Trust ana 3av1nsa Ieaociation. 

Reference ia made t o your memorandum of September 
28, 19:18. 

Regardless of t he date on which t he general letter 
of warning to the Bank of America ia mailed, t he telegram 
of September 1:1, 1938 rro= the Acting Comptrol ler of the 
Currency, which was read to the Board or Directors of the 
Bank of America by Mr. Palmer , National Bank Examiner, duri.ng 
the meeting of t he Board at which the dividend, halt ot 
which is payabl e on October 1, 19:18, waa declared, con­
stituted a warn.ing that the declaration or the divi dend 
would be and conti nue an unsafe and unsound practice. Ac­
cordingly, aince the Board of Directors declared the divi­
dend despite the warning, the Comptroller of the CUrrency 
could certiry the f a cta with reference to the declaration 
ot the dividend to the Board of Governors of the Federal 
Reserve System purauant to aection 30 of the a,nk1ng Act of 
19:1:1 (U . s . c . title 12, aec. 77) . 

The general letter of warning which ia to be transmi tted 
to t he Directors of the Bank or America ahould be drafted in auch 
a manner t hat it will trea t the telegram ot Septamber 1:1, 
1938 as a warning that r ererence to the declaration ot the 
current dividend. The general letter ot warning can aerve 
aa a baaia for certifying t o the Board of Governors the f act a 
with reference to the continuance ot un.eafe and unsound 
banking practices, ot her than the declara tion ot the d ivi­
dend. 

(Signed) l.o . 
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25. 

BOD. Uc:.ptzooller ot tM lhane~aq, 
WaobiDctoD, D. C. 

Dear 81ra 

Pleue be ..tdeecl tb&t, ~nt to tM requeot 
ot lr. ll&rsb&ll R. Diua, Acting Ccnptroller ot ~ 
C11rrenq, a Special ... ting ot tM Board ot Directors ot 
llaDk or ._rica 1. ! • a. 8. J.. •s hel4 on Septeaber 30, 
19.)8, tor the purpo .. or co~~a1der1na lllld taldnc action 
upon a co-unicat1on &ddreesecl to tM Board or Directors 
ot thia Aeeoc1at1on b7 lr. D1a• lllldsr date or Septeabsr 23, 
19.)8. 

All tb& DJrectore were present with the ueeption 
ot 01101 who 1e now in Europe &Dd two who are in the eastern 
part or tb& Unitl<l Stetee. 

!b& o.-unication retsrrecl to ••• conei.dared at 
l•ncth &Dd in detai.l, and a special e.-ittee coft&iatina 
ot n1De ...t>srs ot tb& Board •• appoiaatecl b7 reeolution, 
a oop:r or wbioh 1e eDOloled. 

Tb& C.-ittee •• inetrllctecl to act praapt.q in 
order that the Board ai&ht respond epeeitioall;r to • aid 
Ca.unie&tion at an earq date. 

lacloe~~re 

.. 

P • .l~ lnre.rd, 
Secretary, 

Board nt Directors • 
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-w, .,...U 1 . Mfp, Aot.iJII C_,t.rolhr flit \be Ow: y, 
bU ,..- to eoll of tM loud of llt.no\cn flit ... flit -..... 
J&tu-1 flu\ ud lnUP 4 11 aal.eUca a a '•Uca .._ .. ._ flit , 
Se~ ~. 19.J8, ~ \M •"-"- flit \M 0 • ., \M ...... 
t.o tM repar\ flit ••Uca fll * ..... fll-.s.-, .... .w .... 
bu 15, 19.J8, ud to \M _ _._,_ I u .._ wn.. .,..US. 

beN'' "'Il J ... 

. .,....s, Ill'. Ilia= bu ~ * loud fll ~ .. 
collllider Ida let ter at a apeclal ..tiDe ot \M Jlouod oelled l111t \M 
apec1t1c J>lll"PP" ud to rapl;r 1A ~to \M •'teN -'=1Ded 
tbareinJ 

101,w,an 
JI80L'fll), • \M loud fll ~ ot .._ ot AMrSoa 

J&tioaal !l"'at ... 8aYi.Dc• ·~Uca ., • apao1al -'iDe ot -.14 
8oud called t cr \M )0\ll 6q ot S.pt!UI~, 1931, b aaapl1e- wlt.la 
tile requeat ot llr. 111 .. , .Aot.lal C~ of \M cwa11107, all4 1A 
aecordt.Dc• with t.lae ..-~len, a q'QOi'WI baiDc ~' all4 'fOUac 
attinoati,..]J' hereon, that tbe toll.clwial .-!~ere ot \M lloeri ot 
Director a 

llanb&l llala 
c • •• 8abr 
Dr. G. B. Cell 'eri 
r. w. P'lillt, l r. 
Dr. &. 11. U1 een'"' 
c ••• Ba*iu 

•• '· JIUHr& w.. Wallace .. iA 
llr. c. J • SDlllftJI 

are berebJ appoiAted , autborbed aDd d1reot ed to ~- all ot t.lae 
1teu contai ned 1D tM repor\ ot t.1ae aaainat10D ot tbb .Aaaoo1at1on 
completed Septe:Uft 15, 1938, a DS t.lae let ter ot t he .&ct1D£ c:,::!~!fJ 
or the Cun.JIC7 ot S.pteaber 23, 19)8, all4 au"t.lt • wri\ten : 
!acta towld bJ ncb aD&J;re1• t or the 1Dt- t1on , rnift aDd cor.Wima,.; 
t1on ot the 8oar4 of lllreotora ao tbet t.lae 8oar4, nth \M co-plete 
atateeent ot tact. before t.bM, ~ repl;r 1A de\all to tM let ter ot 
t ile Aetinc Co.pt.roller ot t.1ae Curreftii,J aDS tea all -8U7 aDd 
conat.nlcti ,.. atepa r&q\l.1red • t.1ae faota. 

I, R. P. A. DEIWID, tile ctal,r e laoted a DS q...utJAd lleoftttlz7 
ot 8Ul OJ' .&UIUCA II.A!IOIIAL ! RDSf AID 8.AVIIII8 .t.aiiOCunoJI, a naUo.l 
banlt1:nc aaeooiatioe orpal..S aDd oa<UtiAc lllder aDd bJ 91rta» ot \be 
lan ot t he United Stetea ot '-loa, aDS llaYiAI ita pr<nolptl plaoe 
or bueineaa 1A \M Cit;T a..s COIIIIV ot San PN.IIOiMo 1A \be lltate ot 
Calitornia, berebJ oert1t7 -s decl&re \bat \be f-colDI rMOlaUca 
1a a Ml, tne aDS ollltNOt CQIV' ot a reeolutioa ctal,r pu..S aDS edopt.ed 
bJ tile 8oar4 ot Direotor a ot -.14 'bank at a apec1al -tlnc tllareot llal4 
on t he )Otb -, ot s.~, 1938, par--' to the -~law, at 1lb1ela 
eeetlnc a qliCma of t.1ae !loud ot II1Hotora aa Jlftll&llt aDS 'fOta4 _,.._q 
in f &'t'Ol' ot aa1d reaolntiODJ tat 11814 raaolut1GD llaa not 'baeD reaotnt·t 
or . _.., aDS \bat \be - t. .UU 1A ti&U t- a4 lftaot. 

D lUI& ..... , I lla,. ~ aat 111r llaDS 11!!L.AIU4~.----

' t .- 1 .. ~ ~ ~t.Uae C1D W. let~-~~ot~~~~~ 
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.... I 

.. 
• 

....,_:. ->." ll~l-row:di>""'"t ot lo'O II:" l&t:t41r O( lept:«::ber 2:1, Ute ... ,....~)' 
_.,-• : - :.: · rfl'~! s~l!r,:~ !"W..ll OD October 1 . th. tollcnrlJle a = los-

- . : .. ;~ .rcll er ot ~~s ;~ro~or, 

..... • ... •- , :J · C· 
... 

" : le~ ~~ ~~ QJv• ~ el t~a~ , rwrs~ont to the re~uest ot t~· 
'1 ; . :~bo..o~ , /.l!t: ln~ C,,..T~ ro ll u r ut the C~.trrenuy. a 

•• •tt,..:_ ... , ~ .. ~he ::":'"-TJ .. .L Ci reat.o r1 ot ~u.nk O! A~ rio& 
.; • :. • :. ,.. 10: vl. !:e:'t.el"''~O r 30, l O:: ci , tor the ;ur po1e 

.. .. .. ~ ... .- . .. .;fl..,! L ':.. . . .. - 0 t..;t:o.n upcu n U1.1:-~tcn.tlon a d-
i'' • ,._ • ··,.. · .,..,. ... ... ..J~r•ot 1• ;.. t , ,_._.,. A .. .. oc1Cl1..ion 'b; • vr • 
.. .,., ... _H_ ~ -r..t.~ .... 1 !;":~cn~or : $. l~r ... · 

.... 1: .. ...... - l re..: "-..... · • .. •rt..~ .. r oo"nt w"t:. tho •xcept.lo!'l or oce 
... 1 .. .. ~::. ~ ... rop~ ~;.':"! tw-.~ o\-.: or• !n t.~ll! e:u: t ern ,rcrt ot t he 

• ., " C.~'}J • 

... _.,., - .... - : c:a.~ :c_ :"'"' . Ct".L'e..! ,. ... W6C ~c"lo!.det>e.i ~ t length 

... .. :1 ~ __ .. ' :.. '"'4. .: :r l oo::r l H·en o..,.rudatint; cr nlee "Ce& 

n '~~-~ ~~~ ar, o!nled ~~ re~ol~tioo. & ~~YJ ot whtch 
1 ..... . . 

.. ~ ,. :: __ -: t. ~ .,. .... ~~3 t nJ~ruoted t o aot pro~ptly in or der 
,.., ,;en ! o pool:lc~ ll"' t o a Ai d oo=u.u1o~t:1on 

r ., J .. ... ... . 

• 

RO i poCt:l'~>lly , 

'l · l'· A· flve r&rcl, 
,3f!oQTC>tD.J:"l• • 

=~ar' ~' ~1reotors • 
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"1111111&1, .... nsaiit 11M N'lltilt•_. tlili.JIMI~ .. 
oone1cl.r hlt l etter at a epMlal ..nlq et 
the opeo1t1o pllpPOII &114 to repJ7 la tnall 
t ail>ecl thnelDJ 

"ICWI, TJ!1!IIKF(llll, n IT 

USCLVEil, b7 the Beard or blr.etere or Ia* or .a-rt• 
National Trllrl IUl4 S&rla;;a .f.saoolaUoa at a epoalal -UAC or M14 
Boucl oa lhcl ! or the 30th da.y or Slpt...,.r, liM, Sa O"-Pll.- with 
tbe req~<eot c ! llr • D~&l, .f.otlD& COilptroller ot tM Clli'I'COJ, 1&114 1D 
a ocorcl&lloe with tt.. By-laws, a qllo,... bela& P"'"" &~~4 YOtiJII atrs ... 
athely h ereoo, that the t ollowin& '"'""''" ot the lloar4 ot Dlreoton 

V&nh&l Hall 
c. H• Baker 
Dr• G• E• Ca&lierl 
F• lf, Flint , J ro 
Dr• A. TI· G1ano1n1 
c. N• >;awkino 
B • A • Y&&l.er& 
Wtn• trallace 1•e1n 
tr. c. J • Sull1vaa 

a-,. ~.o :-., b!;' o.:ro1ntec!, e~.&thor1J.ed a nt di rected t o t.na.ly&e a l l or the 
H •:-.: .. c -'tc..~,:.,..4 1:'.1 tho repc-• -:i' t"'e ex.~ination oi .. this .A.ssoo1&t.1on 
::·-~rl"'t,..! St': t. to•!:rr 15 . 1SS8 , a n J. ~ t.f" let t er ot t ho .lot11l.g Cosptrol­
lor tf t "'• : .. r:-f"r.cy c!' S s :Jt,er't_.r 2~ , 1~!8, DJ:ul abb:it a wr1tteD 
~~'~: :- r~ ..: .. !'a~t:t !'o~o:.nt by su.ca1. c...na.l y si: t o r the 1ntormat1on, rtrrie'K 

; •.• .: c!lr.CiJ A:"'A .. lO:'I ci t he ~ear~ or ~.4.:-ector~ .$0 that the Board ., rith 
• r.~ ::-.~h ... t" :;;te.';e~ent ot !'ll.etJ: be ! or e the~, rttay reply 1.:: detail t o 
. ,_" !o· • ~ r of th• Aet;lne,; Conptr oller or the Ct..rrenoy &:ld take a ll neo­
.... u .r:· a.:td e.)nS":n.lctive ste ps rec;_1...lred by the taot• • 

" I , 0 • P . A. 8\iERA.'~ !l, t he d-.l:r eleotod. and qualiried. Seeretar-; 
" ... .\.:!' t'; A:...T:tlCA KA.'!' IONA.L TR".;ST A~· o SKti:~OS A!iSCC IAT ION., e. National 
'", ~~ ~ .,; a.:t;oc!tt ion o rge.n i :ed n1l~ ex1at1r.o under and by virtue ot tho 
la-va or th• ::nl •td Str.tu "r Alr.t~ r l or., ond havln,; lt• pr1no1 p&l place 
-. ~uolnoao in tho Cit\· an.i Cow>ty ot S•n Frane1 oco 1n the Ste.te ot 
.:n l ! ... t't rn lo., he rob; · ceriit-.; ar..;l deolc.!"e t hat th~ t ore&oiog reaol1.1ti on 
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- :1 - Ccto~r l l, 19:18 • 

• ~ l . , ~r~· ~~d c~rreet oopy ot a reeolu~lon 4~1 pa.eed and 
""' .~., '-he Bea n! or Dire ator a ot 1ald bank at a apecial ...t• 

, • .,, c t10l ol en •ne 3ctl':. day or SeptMiber, 19~0, pur •:aftt to 
-lo. , a L l" • . lc'> "<et1nt a quorr.c., or t he Board or D1reotore 

,. . ~·,.-:-n" tl nd vo t fllt! u.no.n1.moualy i n t avor ot 11.id reeolutioDI 
.. • :~ ... 1 l'""'"' lwt l o n has not beea reao i nded or amended a d that 

" ••• • 1a otill l n 1\lll roroo and erre ot. 

" I :' o7.i:TNE:lS W'l:::REOP, I have herounto aet JIJI/ hand and 
• 1 ,. • 1 Lh• aool of ot.l.d Assoc1ot1on on t he lot day or October. 

' ' -. 
R· p. A. En rard 

Sec rota ry of !WlR CF A •i'9tiCl 
!~Tl"!iAL r::t'."ST A•::> 3A'n!:GS .I.SSOC UTIO!·" 

_. .. • ... ~ : . ~,.. ... t..! 1"":1 c ens !. ! e re.t !('ln t o a ll ot the 1t8'!:.1 aet torth 1a 
' • • ,... "'"':~ ... -..~ ... r :!S, o.:u! o~r t'epl y i n det&U as req1.14tete:11a &i'Yft 

• .. .. · ~ :-e1:-... c. .. :; t :-.e c.uthcrity wnlcb t h tt l a.w hae ooD.terr e4 upon 
~, , _.,..: , ,. !. • .. ~rl-' ~~·u~t W"' , a. t l east i r. a a:ec.a-.re . appreciate the 

_.,. ."'·~-;": 1:t-:· t't ~lie:t r., : t : u: n n yo .J • W'o have noted with • atl •­
-· .'r~·-•·t In ln•r l ot t er o:O Ser~~mb~ r 2S t hat the porpoae ot 

~-: • '"'-.. ,.. 0 ~:j "" "'.uun\ror, c.nd of thooe l n the above mentioned l ette r . 
... . "' ~ ... ,. :gur '! : n r. O:)T'I t:. t r uei:ive m.o.nner to protoot the i ntereata ot 

• • • • ·• u ~ tt•ll " " ot' th• shareholdero or our Sanlr· ll'o r eel that thl1 
• : .. "'! !""~ru e. bo.c !.e of coopero.t ion t.lpon wh ich there oan be no 

....... .J . ;"1.,lor. t:ctr.ce~ us a.nd the Comptrolllr or the Cun'"BOT• • 

:· : •·· lott~" or Se pt tmbcr 23 t o oao" I ndividual !llelll>er ~ our JoaN. 
·~ 0 ... o.~ ."' . ... t' ':o ;, ""' ... - J1aty t o pr oteot t"le de lo-Oiitora aa well &I tiM' 

... - : 1m'-• j"O" oay apeoirlcall:/ t h at it 1• yor.cr deaire ill th11 
~ ' . t: ~ t~ ~ll c oncerned· We wieb t o •~;ree• o~ appreolat~ ot oo ,..,. 

.. • 

• 
0

• ""1 ·.~::, w• &re con:atra ;.~~:~ t o co...-at t.lpon the procM.Lli'W wh.lolt. 
, o : • ~ &Jo pt , a. p r C'efr.h..r. which. a 1 1J:ul1oa t44 below • .tpt 

· ...... ... ~-- ... , • ! hnre .~~o: the veJ"l· per1on1 you deelr. tc Jl"ot.M't• -ly. 
~'. ·- !~ ~' :~! ~ ~e ~'~ r~~oldera • 

.~ '~ ~ ·~~r :~ct r~et io~; , ~i~or Palmer on Sept.-ber 11, lllla 
· ', r.: , ·.·•l t efo re our eoar d wit h your t ele&...,. and 4e11..w.l t$1~ 

• •. ·~ 1' -~, .. it'> ~•poet t o which t he c .... ptroller or tu lla<l 
· ' :· · • oo""'Wllcate J !'" '""'"11)' with thJI If. "••-at or 

· • • • t l1nr oorfontt.Doe. ud o10r Boal'd te b • ,...,.. lllf• 
"" r •• ~;l to juat1.1'y it einoe there W a 80 Jrt6r u "(·pe..-

..... .. he ~..a'bjoot • 

• 

\ 
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• ~o'·e curr-enoy - 1 -
. . . . ••• .. ..... . 

..,, .... _~vr lC, 1939, three day a later, you • ent t'tr~""-t!. • :.,. ~ .• ~ 1 ' c 
.( r..:.to r.s c. copy of this t el•&ra.m• Conlrt..r~l to t.~,...:~.: .. ""l ... . .. ~ • 
. ·.!, tlle ert'lelope was ma.rkcd nolthor • ,<t.r-; ... n.n l " :t ... .r " ,.; ..,fi J"t~t~:-.1 .. . 

! a. t tt.o vari ous !)ua ineas addro•ses of members o f l!.e : .. u.rd ! r 
' rJs~.;;lero , a nd opened 1n the ordintu•y cour-!>e by o fft\!u "t!'"-

• .. .,. ...,r:tont!: thus got into t.he ha.n(\e or vo.rlous ;.c;.t·z ... ..,s ... o r wno"'l 1t 

'' !ol• 

1
ot W>dcratand why y ou llo oidod t o • end t hl• telcsr""' L~ roush t~of 

,;'o ~r us after lt h&d elr ead,y boon roGd to tho Soard a.ud a pparently 

I :! .,. r l.l.rpoiO • 

· "";l,b to oacb ns.reot or your lette r or s~ptembor 2:5, 1938, with • 
,o .... porta.nt lotte!' or Se pt ember 23, 1930, eddreiOOd to t ho Joard 

• ... cht-J, you foll owed a •1.a1l&r procedu.r• • AI a. eon1e~uoncu, a 
ro o no not oonnootod ..-1 tb the II&Dk be ca~no apprise d or ell or th~ 
.• ' ub j.'OU a.et Uf to GODaiclC' u4 &.nnei- • 

( 

,0 a!. ell not oo..,.Dt turtlter at tbia point on thio upeot or tho s ttor, 
••Y t hat it , ,..,. to us aoJt o~raordluary that tho only two co.munlca­

. r LeArd baa eve r reoe~ved troa the Comptroller or the Curr ency on t hlo 
ot oho•l <l come 1n tbe natNre or d ro111'1 ° t hat the exl~ttonco or the o&na&O · 

1 of tho oharter of the 1t .. l f . a1P,t be a t taGked 1f certo.ln oon-
•o ~roatty i~p;oved UD4er ~~ration, wore not aati•fo.ctor1ly 

o I ' 

u. 1' 
• •• 
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Oct obe r 11, 19~8 · 

•• - : t!cl oo or our divl clea d pol1~ tho oxa.daer baa uaee --. &DD¥'1 

, .r tho Bo.nk r or tho J ... r• l9U to 1PI7 l.aollldn, flU d•tto!i 
, ,, ~~.e 1:-t.>l • ror h is ooaol ... ioa that the .......... 1etb ta JifV ll 

_ . .. .. :or the olU!.:tatioa ot loeM•• 1M repori '"'•'- ,..."ttllll 
.-..! . a n..::ba tor the y ... rs 19SZ to 111, ill01.,.1ft0 &I.W .. l . •a 7 "'•w-

""· ... 
I ~.... ~ 

7 ,. IIOTC o.<tr .... ly ,l.a.> yot.ra in & O)'ole Gr .. .,....... .... 

- . •! . t es t~.nt in the y ... r• lUI .....S ltl70 ·en Dotw,1 
• • • .. eaw norwal earnlap &Y~ecl tu.ooo.ooo. 1:1 

. . • .-:-. ·~• for the OW'rODt year on & CCII!p&rable buia 11ft • 

• •• : ~1: , .00, 000 per year• I t clool aot appee.r ,.....o.-.Jilo tor 

. ..• .'. tt."• l ean yoare in the oaloul&tion ot aor..l analiiiP' Ia 

~~t·ctt :~ e .. ne l~:sion • .. ~ . . .., 
,; . · ~• ai.Zlk 11 ateadil:y increaa in& i ta oandDp, "-pit• U.. ..... lfi.S.IIll 

•• • , ..... r. :nvestaenta pronotll.ac, it ia not to ' lojJ n:,.otod U... 1w • 
.'! '"b-" •l~k back to tho lc:rw lenl or~,. in tile thi'M depr.i~S.n,..... 

,., ••··. • t • Tho nono&l Income fo r the yoare ltlf., lllll7 ... 1 .. (~ ••• 

. ! z;;) l o at tho &Yor ago rate or $12,1100,000 pe~ ~· • • • ' . .t 

- ·" net. nc r2l 1DOODI ot the Bank .W,... u ~~Ia& utiJII ~ .._" 
, ··=. ?I) Cor :-.;>tnber, ag&iaat 'aD anrace ot tlo ,I,& t.r .tl!oe •--' 

. -·- • l , • r ioJ of laat year• r et actual ~ ia a .....,, ' 1111 .... 
, , r t •;:, • .,., corb i n that- tho oo.rDinc• ·,;ur prol" .. inly ~ 

. ·""•: :::::::~ ::: ::::::::dp::r:::~~~;~\1,_: ~ ~ ~~? 
·•·• "u earning• throuch cllrldea4a• We IMl tll&lo~aaltllratS. J R"'-'! 

• .ll t d related t o tqe not actual earnl.q• ot tile ..._; .. ~ 

.... . • ~;·• not a ohr.r&• a p inat tutllro euni.JI&a, loJI4 t iM ro~ W.tratoo 

• • • ' .• ~1 •OJ"r.ings In U 0 081 or &hidMi9 &re 111t't'1o1e~ to FOP .. ttr 
l • • J + ·~ J ur i ••• Furthermore, t he lo01t• '-'-r&•4 ott by t)l.la lull: ·aa..-
1 ,. • •• :•sul ~ed !ro't the groat oat ~riocl tt illtlationl U4 detl&tl• t* the 

• ·'- .. •.• x • .rlonced, &nd i t 1• reuonablo t o aaa~ao tllat the .. a. ... ,,..--

• 

1 

·.··•~ n1 thnt a greater portion ot t be Bulk'• aot ...,.alae• b ..-• at tirl ­

• .. • wlll horca tter be available to incroa .. tho Bank'• oapl.tal "•••Wiw• • 

•• 
.. ~~~~i!~~~ 

• -"L".&.r.f or 
i C!&"\1 , 

•~ uh uy be 

.. 

• 
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. . 

- 7 - Ootobor 11, we • 

... ' . ~ r v ! -;,. vurr'!nc;r and wl t h hi e approY&l .. !T~rt. 
.• rnntood oortni~ aa oot a or tho Bank to t ho extent or 

•• , rc , ~(1 . At that ti""' t ho Sank no W>dor aJIOtllor -
, ..... ., J.:.t!"er ent B-o a.r d ot Dlreoto r o. It waa not u 

• o~•J:• t o Tranoamoric~ Co r po rat i on by t he BGDk• but tAe 
•. :-... f'l , Q.O '!'ransaT.er ioo. Co r,pore.tlon pledged. i t • Gre41t to 

• "'~.~ t"' "" 1-ast a i x years thla itom. baa be en red.uoo d to ap. 
, ·ro, :co. Thl o It~ i s l lo~od i n t ho report &a 

. ... "" . , ~...:.l ~h"' red"Jot 1on thorot ore ainoe Apri l 2S, 1938. hui 
.. "l:· ~.:;."'o .. ~oo . 

• ..... •r.on ~c rporetion por:oi~tod one o t i t o ~i'Hiatet 
.. , t' . .. ..:orpo ration or .Aaeri oa, t.o cxoc~te th••• oo-atrut.. 

• . • · • '. ao • ""-o~ t~ • o':>l1pt1oc tl\roufil\ i to wholly .,..,... 
.. • ! .. ' "r- A=..e:-ica Cor _porat l oD • Whee the atook c ontrol ~ 

: .oa r.c.s .. o be dls t r 1buto c1 by Tran• a.a.erloa Corporat loa 
.•• • ~i"~ Corpornti on li~idatod. i t boOLQe apparoat to 
!~~ ~ rrl~o rs of tho : ank tha t i t ~ul4 be neoeas&r,r t o 
• .•t;.~ ? . ~l:i; contr &dt while W\i ty ot ownership atUl 
· .~ b~ lr n~~ e~ ~~e !~s.oco. ooo oontr&cte at tb&t t~ ..-

' . ·~ ~"! Trn"•~~or1ca Cor porat ion oubo141ar1oo l1~date4 
, ' •o:o b;· pnymont of th o •- ot t 5. 8U,29go81 !D4 ~~ 

.• •. • .· ! 'C , COC sh"reo of tho Nat ional C1tr BIIAII: of" .. TOit: tit 
• : ,.)., ,,,,!oh wns t hon worth at tl\e, .....,.lo:ot ta. 7~11. 800•~ h '!~~­

., ... ,.• wu ox. cut cd by wh1oh Traoo-r1o& Oo~.-e\l.oP,,'\rould 
~· ·• tro" ~ he Bt>.llk 11.~00 11\are l -ot l!at1~ ~ltt<llailk ~.· . 

• : '. · • ~43 -0D po•· ahe.ro, tl\>18 ooaplot 1JI& illl.f:'~~o&a; of * 
• •• ·~ · , ~~~ sh~ras i n a five yea r per i od . ~· a, ooaal~tiea IDr 

• .,. r • ~ • •• , ":'!'&.o:"'tt:nerio.a Cor porat1ot21 dol l•ered. to ~a. 1S1400' 
•·,, "n~i.,nal City S""k ot l!ew Yor4r. tho equin.loat ol •ro 

. .. ' • •:1• ~"'k vu.lue of the sha rea wador OptiOD • 

• • t r"' -t c: :,.:._., o,on.,ral pla n ot ae t tlt!114Dt1 the .5a.Dk: wu 
• ~···~~irinG al l ot t ho cl\ar &cd ott aosota0 ac&recat~D~ 
~:4 ~5S 1000, 000, wbloh were ooYero4 ~d~r tbe orlctaal 

.... , "~:'l JO:""ntraot~ and • ubae qvent tNDa&ot.lo'Da~ az~d 11b1oh 1t -. 
, ,. - '"' c.pproioo.l had a deterslnable ail!~ ro~ Ylt1-• 

, .. ,.. , I"!"" • The Sank theretore a oq-..1,.•4 u.-.ee aaeeta tor tllll_.r 
. • , •rc. rcn, properly o..;porto<l 1>7 -pt ed&• ot aoour1tioe.-;,. <t 
• 1•t• r~u to proYide rooOTer1 .. • to tho Ol<tlllt ot n.soo.- ."-

., .• r · , ~1\o Bank will r e oeiY8 o&ah or a'J 119o11clato u..:..-odc~C 
.•: . • o to ""'ko up &11)' d.et1oiono:r1 o"oopt that _t .. ~•-i 

.. • • • n onj· yco r .rill bo permitte d to ~ 1llto a:'(~P!'~t.llt"-~· 
• • .! !: a;;a inot &11)' def1o1t• ' 
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•• f c t ~ho c~rrency - s - Cet?ber 11, 1 0~8 • 

~ , ~,000 cont racts effected thro~gh the~e t ranaact1ons . No 
00 tic liquidation progr = had boon oata bl1ahocl ~.ndor tho old 

r 
• r.• r-o..~t: , whcre:u: the new arra.n~,ec.ent prov1:1ed for a very det-
"ao r ro;;riU.l of llquld&tion wi t hi n .. tlve y oar porlod, t he re-

"11:\!.nlnt. term ol" which ie now four year a . F~rtl1or _ Ulldor t he 
ao+tlemont atreo~en t the Bank will reoelvo tho benefit of recov­
• r loa a ntlcip&tod on t he charged ott t.aaota after the f ull ~ount 
el' t .10 11111ort.nty 11 recovered . Under tho tormo of tne original 
'35,000, 000 eontraota, euoh further r ooovorloo, ae well ao futuro 
a opreolt.tlonl i n bond t.ccounta , •• indica t ed by the examiner on 
~ge 0, io1ort 7. of his report. woul d haTe gone to Transameric a 
corporation ln t h o f ull amount . AD a ddi tiona l benefit to tho Bt.nk 
11 tho lnoomo on divi dendo roooivod on tbo Na tional City Bo.Dk ot 
'low To rlc atook .....,...,ting to 1 54, 800 a yoo.r. 

With roapoot t o tho cuarantood it- of 16, 500, 000, tho 
ti rat y oar•a roqld,._ata have bot111 eaUatl od and tho it·•• re­
duced by appron-to~ 11, 500, 000 1D a t o urt"D .,otha' porl.od• 

'lho opti on to pw-chaoo eharoe ot tho Wational City Bank 
ot 11 .. York baa boon reduced by l&t ll,li&O through tho ealo ot 
11, 320 auob aharol to Tr&Da .... rloa Corport.tlon at tho opti on prloo 
or .48 per eharo• 

Bt.nk ot .U..rioa baa pleclcod with i t by Traneamerioa Corpor­
ation aa eoourity tor it• guaranty or te,eoo,ooo, now roduood to 
t 5, 011, 000, tho tollawiDc ooll&toralt 

ee,&eo eb&roa catral B&Dk, O&kluad 
e,ua • rtrot l&tioeal B&llk ot 

10,000 • .. 
• 

. .... u ... 
~~tur&l 
• antlt o...,...u .. ....el 

l ,UO, l50.00 

1.ua,ooo.oo 

ftl .. eoo.oo 
10.171.00 

. u.ooo.oo ... ~ 
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• 
Ootober 11, 1938 • 

Jf.ftn ot ll,es&,ooo - ... •b· 
I d : laS •• aDCI. - parable l ou aa 

tiiiU ottaet &11,7 uoollllt ot ree.l 
~ B&ak, reoe1Y84 lntareet 

aDCI. operaUon ot otller 
• v 

p ~ ..... • -7 :.· - .. ..,_; • ' 

Our at,t entl oa ia oaJtw"to the UiOIIIIt ot ln.-eotment in b&nlcin& hollaos , 
i'urn1. ture and l'1xture1. 

In our opinion. the banking premiaea of the Bank of A.~o ric~ a re 
t ~orou&hly sound aaseta aeoeaaary ~r the proper c onduct of the Bank's 
b.s i.nou • Experience ol the Bt.Dlc haa iadioated that it 1o mc,ro ooonomioa1 to 
c>.n banking promiaee than to rent them . According to the exOJ!Iiner•o report, f'•' 14, inoert 5, our oooupa.no;y e"Penee tor 1937 was in ,.,.tio ot · 0023 to 
•d~~ dollar ot capita l and depoe ita. Th1a . we obaerTe , oomparea with a r&tio 
cC · C041 tor 284 reporting banks in all part• or tho oo..ntry reported in a 
o: .. r,.,_:, publl~hed by the A:nll!rican Bankers Asaoo1at1on. Thia indicates an 
"'Y p&ncy expense tor Bonk or America or approximately one halt or tbe average 

t .... he ro porting ba.nkc reterred to above . 

Sinoo 1932 ~he tota l oocupaboy expenae or the Bank has been deoreaaed 
~ 1 :3 . ~CO per year. Thio haa ooourre d ib a period during which 83 additi onal 
t~~U:ing preclaea wer·e a dded• 

Our invosb:lent in bonking premises &l:ld in lter oho.nta Rational Rec..l ty 
C rrc rat1on ia withira the l 1a1tat10DI ot t he p·rorlaion• of S eoti on 24 Jt. ot 
~ ..• fedor&l Reaer.e J.ot a o &ac4ad June 16 , 1933, 

In t he year 1917 the Bank and ~erohanto l ational Re alty Corporation 

I 
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l'l:len t~e da.o for the d1atrlbution ot 8&Jik ot ..... rl.oa .111-lr 
~',., "'w l. ._,._,. r.::~z:.&\1 tha t i t wo\lla b e 1D lte beet 111tere•t• to 
••~tlo-.•rt ot ~hi• obll a t i on &lo:~~ with oert&1D ot:U,rr.:::;~~ 
- deft •·"•111aries had l..ncurn cl t or the purpoae ot r 
:r th~ cr.,k. ! ro.nu""'rica Cor,P>r&tion - • atUl 
•• • e&r1t•l stock of t he ll&Dk, a nd lt thenton -• 
efroot a a arre.n&O'Oe nt whereb¥ Ct. pi t&l ·Coap&Z~J wooal4 
•r'"1es Nld in a ddition wuhrtalre to pw-olla&• or 
"•t1n1to program so that the enti re &DOUAt ·et ~ 
Ja~o~ wit hin a IIIO.Jlisl.llll period ot '10~· , lliela 
o•n.~ted, a nd Uero~ta •atlooal Realt7 
..n~CI· "" agraol!lent oblip t 1Jic ,,.., • .,~rltll 
<•~ , ~ oell or purchaae to;r tu 
• lus tht.D $590, 000 per ..,..... the 

•··' t!'o• bt.lo_nce DOW J&Jeble ll ts."•••'""''• 
• "" :· .. n.r . 

;.cd•r tho old c ontr&ot 1'r&~~-r1oa ~!:~:~~~=~~;~ • ; .. • ,, r•·oper t les . 'llbloh -- appro:n-te~ 
r,.,..,.t i~J onl lo' 1'1 on t he be.lano• owiag OD tJ:a.e 
'":t1 •oo l 1•o1tr Corporation ot the oe" 
trw· l~•o• propertiea haa reo~ted 1D a 
' r .. llcot od in a c1..,.....e '-111M 
r• ,tft h wh 1c.'> t he Ballll: t.a obllpt 
'lon tor prcpertlee 1 ...... ,.... \be aen•* 
t. • A· 0 . ST!IWIT LID 

Tho tott.l "1D4ebted-• or •• 0. ., I t. 11ot'll ... 
r · :., d l 26, 1938, n o t a.oaa oos.te aD4 DOt tll.Olli.OOSoH, 1lldoll ft&uN appar-
7.'!· nc lu~od t he oredlt ot i z.ozs.ooo ~o Paolfto Coaot ·~ c.....-r. 111Llela 
• • !n no wa,; oom1eoted with t he It-" u. .... W. .,. l nru-4 .. llr• I~ 
•• .• , ::-eMs Q •jor otookbo14er 1JI thla ooaoern. Ua lloltillel 'illlo~la& to 
1 •• ' · ~ ~ ' of: thl!l t otal a'llaree outotancllJJ&• ~ aweare to ,.. tW tllo llort• 

• • ~: ~n, crod1t 1a acleq~~ate~ -w-ecl· 
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: .• 0 ,..., • ._•.,.Le t:~ 4~ o.t u ,e total A:;t .. \Wt or.tn., b:,r "'r• $";~rt ~ Ill root 
.. : .. ,. .. .. , 1 .. secure1 b;! i.: · S · Cc v,t'1'1J"tn!tt obliba.t l ,..n:s a.nd eve r 1rr- or t~o 

• , 'l ... :• 1 .. :oocu.red by Co'lernm.ent o'bli ,. e.tl,c:l a~d lis t od aecu.-it1eG, 
... ~~-T' 1~1~~ of which 1: f4 , e2: , S82 · Ot~er G"c~rltios are valued at 

. , .. ~1 , ... Jl:tn0 a. tot;Cl.l valuo ot ~11 , GSO, l !.~ ltJo•t r ln..:.~ tho line . 

~.o~lono o: $105, ~9 1 · 85 in hi• di rec t li· b! li ty ~nd '202, 6SG· 22 
.. ' .... 1"\1 • .. .,.('nt llc. ... il i t)· have boon otreot8" u.:.ncc th1 o~om1nnt1on enJ in 

1 ·" ....... ,... r!f' J. ~n t.. dditlcnQl a~vanco '."'''.o br..nt cd l o 1,.ho Reel a l.ac1 IolanJ 
L ., .L· , A· L.. :. . ~ ... ~S0$ , 727 · 70 sccureJ b:t "lS&O, CCO ra.r VQl"'e ~ . 3 · 
..~ " ·:-n. _,.. ... ; :, r. cJ.~ • 

... l ~enD ere alway3 ko?t in ~o~4 o~rrent condition a~~ ~12 Jcelin&a 
.,..J.t, ... ~ • t. o..ll t l ::es h6.ve been entirely ac.t.l=tactor .,. . T"ll; lz \,;.Dfs\ae J t.lo:nabl y 

1 •o~oonJ crPJlt • !!e baa been n Jeslr&ble e..r. d pro:lte.~l., ~lient .... o r :!5 yot.rl • 

5. ~&!'l'.A'' Cu:DlTS 

Wlth ra, ard to this itft:l: to wbloh yo~ ooll olir att entio.:, the Depo.rt­
"•nt wu lntol";''ed prior to the co.,p1otloo of the o:u>nin~tion of Ar ril 29, 
l)SS , that tho loaa o1aaaitic~t1on or t 1, 000 , 000 1i•teJ tn the report of 
Au -~s t 31, 1937, h&d been char,ed off• Thio, we art iofor~d , w•• t he l wb­
J•~t or oorreapondenco and oonveraation .,,.ith )'O\lr ott ice . Previously. 
$1

1
000, COO had been ohar,t d orr ae raqliired in the o~ination report of 

October , 1986· 

Thoro appare~~tly h&a been a m1tWI4erotand1n' with re,o.rd to the verbal 
&groeuat rooo11.11ted b7 the ltltAZ!IiiMr• We a ... int'o .... d that a t the tiJ'\t of 
tbt October 14, 1818, estel~tioa ••• ooo.ooo ... ola8o1tit4 adYtrltl 'J i n ooa-
nootioo with tb••• oredite with t be e-...l.aer, tblo wao l1ete4 
u t S,OOQ.OOO 4oub\1111 ~ l ooo OD 0111' ~at tb&t t l,OOO,OOO 
wo~>l4 be ,._ ....ma& ftlu. ohould 'be ndi&Oed 
14,000,000 · ,..._t~~· ota .. ul ... Uoa wu te na'bl 
•• to ap ... a4 .... r • pr1o4 of ~·· tz,ooo.ooo 
hu b .. n tbe ell&rl• ott ~Ill,... "t 
t!Us 
nluo 

r 
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, . ,•:ro t ro"' :you.r letter, OD ~ 4, oeooo4 Pl'n.cn.pb. ;roa .... tili. 
• .,.or: ol<l at.a te,.,ent, " f'n• Bo.nk i o W>4ero&p1talbe 4 to the ezt..t of d 
'·· ·' .~: . ooc, ooo.oo, witho~t takin' 1nt0 oona14e r&t1oa ito uoet eoa4it1oa\ • 
" , .... ~l:;, i • of our oo.pito.l !)Odtion 3ha'lfo tho aet oouad •p~tal of 0 111' .. to 

, ."I' ••J o~in.; estil!lllted louu, 4oW.ttul u .... , • 4 liab1lit1eo aot obolllll 
• r oooks , to be ~96,447, 699 . 77 ' 

• • . ' 
Cn ;~pte=:ber 30, 1938, the tota l oapl tal otnootlll'e aa -- by Uae ":l 

• ••• ; . :J.• C&:ll: o.:tauato4 to $112.616, 000, ~ prorloioa tor 4irl._. eL 
,"' . ~C: r-:·:l> l e :>ecc;:bor 31, 11131• lleduotl..a, lou•• al'tar partial rwn.o< 
• , <, '"C a:-~ cno halt ot 4oubttul ueno, u roequi,... b)' Coorptroller•a 
.:.· . '·'• ""-" • =>t ! nt t o $2, 648,000, &ltd a44hsc $3,210, 000 ob&r'llld ott oS.Oa 
...... -~~ion, !.n1 t!:o re<1uot1on 1n botlel *lou• olu&U'l oatl oa ot $1 .. 780, 000, 
. ·" "·~t "c' • • ...,~ oaplto.l otruo1;ure or tho Bo.DIC 11 t lo7. 080, 000, wlli ob; 
........ ".,. !..~"n .l ~£1;>re\)1at1on ot approximat•ly t9,ooo.ooo • ..:>\mta to IIOH 

• 1 • , '' , ~CO, whic h oxooe<1• the l.lliOuDt 1howo by t)lo Qall1aor, Ul4 t.41ooo~4 
.• •b .,. : t.•a.;ro.ph, by a pproximately $20,000 , 000• I 

• • 
:· '··" :'o.nkl n;: ••t or 193~, Concre10 penllttecl oat1olllll 'MUa to •• 
• ..• , .. , _: t o the bOWI<I&r;y lines ot tho a tat•• .l\ that u .. , a.l:r tho 

.• ·~ , • ~.,ro .. f! : eJ the oapito.l r oquir..,.Dtl ot otatewi4e D&tioul lll'llllob 
~.-., -:·.••-<· l.:~dor t hb logblation, OUI", roq>.o1~at for oepltal &114 ,.,... 

•• •s: , 4,~, :;00 . Our capital poaitioo h therefore aore ~ twiH U 
.: ~ l.to::: r t"S\ollre•• , 

1 .. '~ ,' ., . .. 
11'. ~nv • opinior: or Counael on ~h• queot1oat' of ~ ·tap! requl~ 

, . 't! · (Seo opinion ot llr· Louie Ferr&ri , CoiiDiel, lleroto att&eha« ... 
· ~ • •• it 4" ) · ll• holds that tho oo.pitt.l ' roqui~ate ot tbl aatl.aa1 
1~.,. Lr e on tho bo.eio or pop"i,u on a nd not oo r a tio to ' 4epoaito, tla&\ 

L!'c l o." h c oncerned, our B• lt 1a OYOr•OilJ>i t a l he4 b)' aore tAu 
•• '0· •ro further holcll that there 1a oo author1t7 t or the COIIpVol}¥ 
••• ·.·•: ~:· to .... Ice o.o;y r a,ulatioo, or rulo, tor the oapit&l .ot a aatioMJ 

- -~-n & ratio or capital to <1opooito • 

.\, t:,. ~a:>k • • not eoW>d oo.pito.l poe1t1on hal be oil eteo.dil 7 iaprniJIC, 
•·'•~~r.t ial l:y all or tho lo•••• oho.r,ed ott o1Doo 183& reaulto4 tr.a 

lu ;.rior ~o t hat tl.Joo , the li&Dlc'o pooitioa b&l baM llfttwe4 liiJ' tiM 
•! ot l oaaoo oo loo.ao and other it ... a.ouat1D1 t o tiD,Ili,OOO, ... 

'or, on Bt\Dking Prhlioeo, Furniture o.nd f i:RIII'O&, -uatia& \ o tT,IU,OOO, . 

.. 

Regraded Unclassified



a. 
' .. ~ ' 

tl~T, ele,aa?.oq .r erttlo£•~ 
Uon ,..port *" ' olueit1a4 u t ollfli!Qo, •• 

Sl ow 
Doubtrul 
Lou 

•llt,Tee,s•t •oo 
5, 0fl51 , 02o00 
7, 956, 576. CO 

tl37, 818 , 327.oo 

:'roo ~o,.ptrolle r io bls let ter oomp&rea t l>ls tot a l with tho t ota l oa pi­
tr. t truoture or the Bank . 

• 
tr 
l 

• 

b 

• 

·:o tt\11 to Wb.lersta nd tho reason tor euch a eo~parlson, which include a 
t-~.ut. are u.nc;ue ationa bly s ound anJ no"; ola oaltlod advera ely e.s doubt ful 

..: . ':';,,. lmplice.t j on , whon this 1tftiu 1• a ppliod. t o the ea.~it al at r uct\ll'e, 
'l t. 1.e r~ reault.s • n lnsu.tficlency of n".ore than t 2S , OOO, OOO, whi ch , ot 
• , l o nn tho co.oe. Thor o might be a point in compar ing tho " doubtful " 

.,, ~,~., " clan.:itlcatlone with t he oo.ri t tt.l s t t' uoture , b\.lt tho lncl u ~ ion ot 
t r " c h.sJ: lfiee.tlon in t ho total de etroyo t ho compo.ri son . 'lfh:l e ,.,e do 
! .. (lve lhn t tho oXBJ: .. inor's " s l ow" cla cc: i tioa tlon le corre ct, we do be lie ve 

,. c:.,nre.r1sC~n of ao~.md " slow"' asa:otc wl i..h tne t otal a sset.& ot tho B&nk wu\&ld 
r"'t..ucna.blf" onft . 

:-·,,. "loaa"' c.la s.sifieation list~cl by t ne e xar.h:er total s $7 , 956 -S?C. 
~ount , ~~ , 219. 688 ha d been elimt r.r ted prior ~0 the recei pt or t n o 
~.tn report, Which doe s not aeec t o us to 1nd1oat e a re l \&et&nce on the 

t . • Q&Jl&&ement to &dmit known l o:s oa a.nd vo lWlt&rily cha rge t hS' orr_ 
~! l n tte aecond para&r• rh ot your l e tter • 
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~ . ~: :oJ A::D SECURITIES CLUIU'IID 
.• 

( ~ ) Sond.t ucl ,.ouritiee 111 ol&edtio4 poape ..... ba.S..C 
tlon ar d, ao indi oated by the e:aaiHr, N,PI'e8ellt a nlatoln~ .-11 
co" r-roJ with tho 8ank'o total 80D4 .looo..ot. 

'Tho o>W:llnor• o .,.,..nt e UDder the 1> ... 4111& of "lloa4e ... !::;~; 
rol•tln.; t o t ho option gnJ>ted to T....,._rioa Corporatloll te 
:,;a"a or 1/~tlonal City 8&Dic ot II- Tort at fU a ahare baft '­
•o In the dllouaoion W>der the oaption °0\l&raJit- Loan•·" 

Cn ~at~ of o.u:oiDOtiOD there .....UIMI4 011 thlo boob 
: · • . : , E~7 · ~5 or tho ori&iJ>&l wr1te-llp ot 10 ... .-t o.M •GA"'I!U 
••• ~ll , C07 ,ooo. Thh aaoi&Dt h.u be.., tllrthor rMuoo4 '117 
::. -~ .ooo at;o.i"t whloh there h.u 'b- writtoD t>rt pn.i- ot tiliDi:il 
~<' • • • I' l,JJ write- up ,..,._..i ll in& 011 ...,. l>oob, to wlololl ..w.tlg 
!s ' .. • roro"t ~2 ,056,000, wW.oh it -• and etlll ie 0111' l~~Hnt• to 
1n 1 r .!, rly manner . 
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,.. ..... · ..... -.. - , - . -
.. ~ 

u .. ~: .. ...... ..... !" ~.;~ t- . n " ... .. ~:.::.t ... ,..! • .._ _" ; . _,.. 
t ~·· t,. l- f~ft +-: , ,.a,... ' r,o ...... . z:: -··1 .. f ., , ... , f V 

..... , ., · . : ,.~ ~r..o .: "' .... ,.,_ .. ._- • ... l e .... :-• ...... ..: _ ~ ..... , :~"" , '' .. . _ J 
,.,. , l ., "' ~ t-t~ ,. .,e .. : t .·.- ~ ~ r ..,.. rr, .. , -"" . .. ;..: .. :,.-... :..~ • .. ~,., 

,
1 

n' .. , ~"' 73 , ':F"' , ,. .~ f '!. .,... " '" .,. 0 "- 1"'. ... l- '~ +- 1r,. : -; 
t , l"·.~ , :., , , .,..,.:_ IH"-:-"r"t .. -.1 "' 1 - 1"1 _.,.t 'r\ .. +- ., 1 ' "'! t..,.,.,; "- :''• 

•• .... 1... t..• \.o!>t ... l"'t. t c ~ ';'"!~ , 1 '; .. :) J. ' .. !"o • •·1"'1' .. .. rz• ., .. n ,.. .::lo.3 l !'hd 
-· . . . . . ·· , ....... .. c ,. 'ht. " l o ua" c l~..o :; .. ~.! .. +-lfl:· ' , F"'l , '":111

, ,, , ,,.:, .. .:11 oJ .. 

.. ,.. .._ ..... ,.,. -L-' :. c.r"'~o.t:..1 , .,.. .... 

' ) .,., ,Y.\l! w~l ;,..:C :.o~='"'C- '!"" .,.: 

• . . ... ~ :"' .. , ... . .. .. 
. - ..,, , 

J 
.. !.,.._ •• ,. f.. • r' '"J ..: 

.,.;..... -.... ' .; __ _ , _,. · ... : 
, ' .. It,. . ;on . 

-·, .,. .. , ._-tt .. c. ] _ i - ., .. a~ :...._ I I 

.. "'! ...... ~~ .. , 1 

~' • .. ..... t • ' ... , . . . 
.. • ('> """"l .. fl\o "'" 

... . ~"~ a l "" 't• ~u'· -" "' ... .. ·r.r ... 
~A~~~ir~~ .. ir~~-:A; !~ .. ,.. .... ! .. ~.,- · 
:r ..... -o.~o r.t..O :te:C""f'V"" • .u.J ) 

.. - • ~t ..... ... - ... 
!"'' , c~c . •r 

...... • t2 L.~ 

:·: ... : ... !:1J O:i ..... r.ierl Ccrrti.,.Y - " '=1 , 1"' :, .; '" !"'' '" 
('!''1. iL,.:~ will be o l iml no.to.! :..j .... . ,., : ... · -

~o'~"~TI ( r .;: , ~ l'l"'";-; L·n~ ': ~ "'ce:/'1 ! ) - , .... o1C . " r 

Tho pre:ent =&rket v~l-~ o• Wel t !"~ 
,;h4!"'\lc&l C~:po.n:,r $l.e.ros !.$ • • • ~ 256, 965. 40 

' . • 

-· . • I 

The 'r·e&~.ter pc:._rt or t he &bove aecur1t 1e s wero purchased prio r t o 'Gr oh , 
l~~t , and r ecei ved a aound credit rat1nt a t t~o t 1~e o~ purch~3e • Tho lower 
r< ' lnG• alnc• puroh&ae are r ea pona1ble r or the tot al or bonds c r 1t1c1sad. At 
~t.e t!..,. thoae bond• ware bou&~>t, o\or 1nvett1&Lt1on or t!le 1 .. uec led uo to 
~ 1 love thoy wer o oathractory 1Dvoot111enta tor t he Ba.nl< · !he 1t~t:::o n r o .;re.d.,e.ll:f 
~"~ "0 reduced . 

(d) Convertible l>ondl 

Or theae bondl, t54S,S89o27 boolr Ya.liiO have boon ooloi 011baequ.nt t <> thfl 
ro1ort or J.pr11 Z8 , 11118, l.aY~ t. be.lt.noe ot tll1 875,e51•7S. Wi t h the 
t .r.coptlon o r u. • •• prerlo118J.7 .-ct1oc• d UDder • ctau1t1e4 lloncla• . th ... i ...... 
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• • ": · .• • ·oJ ooJ>to r.U114> to tt.. re~:ul&tl- relatl iiC \0 •-..UU. ..... 
• "-• • :~•.lo~nc.~tl;; •poculathe ·• ~~oooner. a loa'lllrtaatS.alr ..... l• et 

. • • :n lo bol.,& ot!'oct.W Wl!er a 4o tlll1te ;>rocr- et .-lee 

(•) Jon~ ~rlt•-•P 

:t io n• ~ the • pcuoy• ol' the D""k to wrlte oap eeooarltleeo tile 
~"'· " " ' " " ti:• w~lt! .,., up in va111o ot oertaln Unl t ecl Statal Clo't'e-' 
· o ' •-.~~:~~: v~nuo t o tho o .tent ot ~14•000•000 have -.eD,haretofe,. 
·' ... c .. :r1.,J • 

!~ ~h· :l....J< bad oo:d ~"" !>onclo ln t'le lnet&DGe rete rred to. r.-11 ... 
''o . r • . it, ,t.! l lt I n J h'1.don4a, and then r eoei..ect euGh protlt bull tr. 
~"'·"•o.·eri cr:. :~ rporation a o p&)'::ent on aocoW>t ot the obllptloDI wbJ.a 
~,.,. b•~n -oJucocl b:,t a ppll"ation ot the write-up, t.ddltiooa1 tue1 laDIIDtl~~& 
•o ~2, 0C0, ')00 >YO ulJ have reoult ed tr~C\ t he prooed.ure in tt.. ;rear• 1111 ... 
1'3C· ~on>id•rl~ ~11 the facta and oiroumatanoeo relatlD& to the Corpora­
•! r. of Aoorlc~ oontrkcts , we are ot the opinion t hat t hia write-up wae 
• • 1:1 ! , \hou.t)l , ao ata ted, it 1a contrary to the polloy or tbe ll&DI< &114 

..,. , , r. ... .. ~ .. ntpent~J . 

~:.e ond o.oco.mt at Cctobor 11, 1988, 'ad an a ppreciatioD iD eU41ee 
~ ... , ... 'C ('I ,. ~('O . 

It 1. th~ rul• ot l he So.nk lo vu~joot aooowota to eerrioe obar&•• · 
~ ~- ~ ~o~e~nl ~le kppll~&ble t o co~roial and aaY iQ&• &Gcouata 

!' ~ Jor=.11.~.t or £.ctlve, a nd 1a 3up,.orteJ b:· an a c.reel:llltnt: whiab tbe 
: .. •;--; .!l__.D • 

--r~~· or :ueh char&•• aro frequent!~ made t o depoeitora, but the 
, • . o•o "~~ raco&ni•e Any r i jht ot the 4epooltor to auoh retuD4o It 
··" ' l ' .o rorunJ ru re ly "" " llllltter or pllbllo relation• pollcy in &D 

' - .c r •·oo t abl 1oh n ouotoaer relntionahlp• 

'•r ~ "'·•el has a4viaed u1 that our oontraot with tho depoa1tor 11 
· ' ': - ·r.• o.•.l ontor oco.t.le and tha t thoro 1a uo la&al reuon why tll.o -­

··- t - .- .1; .,, t be enforced. (Soo opinion ot rr . Louie f errarl herno 
··~~' • ~j ~rkoJ • Exhibit 6 •) • 

. :C'!.:.· : r· o . • Ferro~ 52ol u.s.R.s. 

!!10 h.r&eot l oan H at ed In tho .,...!.nation report wae DOt _.e 111 
_. · . ,, ot SecH nn 5201, but wae •de upon the aecurit)' ot eb&J'ee ot ltollf( 

•
3

"-" •• ~l•e. .:or. oratlon. Followln& tbe CIAJtil!G or the loaD• T-Pl .. 
· - •!o: .!i~•r!1>ute4 to ih atookhol4ua 6haroe ot e took ot Ia* et · .. • > ; . <. s . A. T>la diot r ibutl on Croll! the oapltol u eet 1 ot Use 

· ., •n "• J ~~. eCtoot or r ecluoiD& the val110 ot the oorporatloa•e owa 
.... ,, .. .... t he r efore, as a :r.&tter ot 1ood b1.1.alnea1 proncl"" •4 '• p&ua• 

,p l o looa , .. . p..r..ltta4 by provlllona or SeotlOD 1101, tll.e ...... 
• •••• :•·: ot the nant ohareo clietrlbutri to tho llorr-· 

• Regraded Unclassified



l§r:~~~~~~~~~~~~~~~~~ all ., \lie 

_ _... are •taftlJ¥ 
\e' .. llal 

OIIJ' Pf.D hll- ef l.IIOOI'JCII"'I'iq OV 
117 toto ..... • &114 Jholq tile tall 

liN llooa lllrll'\&eUII to o- 'oat. 
with JOV otfloe•aa4, ooU.W111tioa w1tli JOil, roraulate a plaa ot pro-
ooJure tor lreoplllr; ailnltee that 11'111 be aatlltaot:o., . 

U • Tim l!.\liA GE!!l!IIT 

Our Board 1a worlt1n& in complete a ooorcl wi th tho :.ru nge.,ent or tho 
Danlc . 'lfo lmow a.t tlrot band all or the aopocta or tho g reat tight they ha.•e 
made i n br lng1nr; tho Baalt through tho l ean yeftra ot 1932-33 to ito present 
o•ote ot prooporityo We len"" ot DO other baak manacoment Which OM com!"lro 
wlth curs In in1t1ath'o, onhrprieo, oovego, and devotion to the beat 
l nte reat o or tho Bllll'll: lllld tho people ot CalltorDJ.a• 

On l'll.;;e e, oeoond paragraph, ot your letter, you imply tlu.t tho 

~·" .;e·ent hal ta.'ll:ea aa aataconlltic att itude t01r&rd tho !btuiL.,er and yo v 
ct'lce with rospoot t o tho Lttatro ot the Bank• While there are ao doubt 
: - · ~is~ru!!ra ta.::d!n&• ed aoae 41tferene-ea ot op1n1oc. •• are sure the.t 
• •r. u i sto on tb.o port ot tho 1tano.r;e10ent. no tuncluooatal oppodt1on to you 
I• :·our aupe rrta ion ot tho llanlr; . Both ouraolvu and the •!aru•c•ont ha90 

J•: .. ed cur enere;ieo to tho impron...,nt ot tho au eta ot tho IUI'II:, and han, 
t• s ee~• to uo , made good procreoo• We aball oontiauo our otrorto i a thlo 
d!r•ct l on until every aoooooary oorroot.1oa hal boon duly made, and you may 
•••nt on the cooperation ot our M&B*' ... nt to thlo oDd• 
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••.• • . v~ wt ~h~ proo;reao made~ the lnet1t~t1on UDder ... 
.. • , '"""', '· " ... vdt t he tollow1no; ialor:oat1on l n _,-... u..-

.ooo 01111tte4 

. 1·· . , 
J .. ~ ... - · 

t oe-. 

.;_[:on Tro..r1a-
20, 535 

499,665 

Intt~roat • 8, 070 

58, 214 

94,209 

' --ros! ... 162, 538 

-

4S2 , Z88 

9, 1!4 

821,1510 

138, 181 

'c Al':ill&tea Clt.u1t1ed 
(11-~·SZ)--74,181 

C1udt1ed 
(11-t -SI)--14,111 

t !20,409 

67 , 718 

12S, C7S 

115,456 

3, 11~ 

~ • • 728 

4,811 

sn,tllll ' 

a,aot 

598,187 

209,740 

110, 821 

uz.no 
Tn,eu 

21 ... 

1,1181.ttl 

ftl 

..... 

I nor .... • 

t ze.sss 

\ 

. 
;; .•.. . 

348,683 

151, 5Z8 

16,UZ 

IU,'IU 
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.. ~,,.: J:• !~r =1 : 7 , r~l 

. -­. .. 
i , ,.: r 

, .. .. . 
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• 

~ , ,. .. ,. 

' 1 · '-- ,.. 
• .. .. 1 1 •• - 1 ., 

.. 
, .. , ~ ,,. 

. . . 

,. •• "" .. ~~ .. l '"l t:.,.- -: .,1"•- '" • : 1 ' .• f" - " •, t. .,.,, ... t;;G :'l "; .._ ~.!" t ll r. .,l !I.J.C\.- g: C:J.-1 
,. ··~ .... 4,.,..,.nt i ,.., ';.cl'-!L ll ~.. . :,.,,_, :• n).o • 

' ' 

•., · · - o. f'J ro,,":n0 eo::r:;,l.t..:lc~"' i ~ t, we :...._ _. ,.. att e.:;.rL4)d. ~ o r op1;,· tn .:., t r il , li.O 

;·ev r~;, .. ~s t<~~t .. , t.o oo.oh u~ th~ crl t- l.c i~ed i t • - o .. "' t .C ortb 1 ... J OI.lr letter o.t' 
: epr.r-'t, .· "!' , l ~:.., . I:: t:z.e diac ... t:sion o~.. .. t..:aeb i t e: YJe h~ ·· -- il::IC:l oced to ;;o~ O\lr 

Vl tWII w:t~ ret~ect t o t Le cr1t1c iac 6Lnd our pla na re&• rd.i-s~ it; ulti!;ate dis roaitlon• 
Ul ::.., ...... , \01Ut4 l c t h is ct~r.nun1ca.t1oo l"..lll.'"'" lioon ;'tr1: 1e4 -..!' re:p-ons i ble c.t!it..oro 

.. ~.i"',.C..-t"'ent :a .. a.4• . 

P:~~h ot '"" hu read t.Dd re-read y ow- letter or 3A~te:.bcr 23 , 1938 · 'lfo are 
l ea& to ~~cratand •4¥ yo~ th~~Ght auoh & ooccunl~~~ion t o ua wae 

•:.• r.atioual bto>t1nc 1-• confer upon tloe c:o-,,troller or t t e Cw-rencrJ two 
• ·' • x• rt.otdlr.ary power a . One in tile Aot ot 1 6C4 l!l\loh por::11 u t.~e COI!Ip-

• Lho CIU'rency t o brl.n1 a.Ut 1o h i& .CI'III .,..,. t or the ! orte1t..re ot tile 
.r c. national 'io&nt 1rhe n t ho D11'eo1:or~1n>ow1n~;ly Yiol&te or tnowl.n'ly 

i"•>\ll • •t i ol•tioc or the law, t.ftd tlt'e other l n the DIOillc~"' .lot ot llllll wblob 
~"""It: Lho Co:nptroller of the C:urrenoy to alee a o1Ht1on to t iM F..S.nl leeel"ft 

1 
l e• t he rnonl ot aQ ottloer or cll reotor tor dolatloa ot law. 01' 1111&8&-

•& In •"•at'e or ~oiODd banld.nc pre.otloee cleeplte •ralft& to ~ • . . . 
"o cra.er nepou1'bUi tlee uli14 llaW Mea liiJ)O• .. 

.... ,n .. >:"' ottloer ot tile~· ~ nq •tUft ot 
to ua, lboult s.tn. tJae WStla t be 

ate t~1r ._.el ... w ~U to ~ 
Frov h1oae .,.. • .. _. .... lato ..._ 
ot the fiOUO&' -J.oaa 
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• . _,' .. : e :.' the \,;urrenoy - 2l - Oct ober 11, l£39 • 

_ - .• _-:.' .dt1cerc 1'"'" ... r~r t.o savf" ~! • d~pos lt-or1 tro-.. l o$••• clue t o 
: ·~·: . !'al u:~ los~•• 1n uaets• n.ey are clea ;.ra.t~ r~=editJ ~4 . ... ,; .. 

• __ ,. •. 'lo•t¥' !ntero.iec! to b• a::-;;loyeJ ~nl:· c..""'te r all other errorta at 

'. ··.c 

. •. ·• -• • • ••· a ~>At1onal b&nlc with .;reat e~rtlino. cr.p&city, & Dft 

.. , •. •~c~ l n o~oeoo or tlOO, OOO, COO, tw1oo t he l ocal re~~ira.ont, ar.4 
: . • :- any .,...,r,onc:; ait .... tio"• the Cenptr ollo r of tho Cw- roaoy, 

.... . - ,: .. •·! : !1:. t .,_o :-ct:tor• to our Soar~. or ~o tJ.~ .. ~n ... g•~nt • ...:.at he 

... .... --·~ .... ar:~ 3 ... '!:.. ?~oeJure wu oven t'e'CC ~e l;· c.Qnte.::.pl&t tt4, G\&d-!enlr-

- . .. ·.:"t .. , ! ~ .... . t on ~·· tl.reatened, 1:: •l!'ec:t. tv invoke both or thea• 
.,. .. .. : •; "'oC .rot u:s. 7rnnkly, llr• Cor:Lptro l lcr , it ia 1noonce1vable to \1.1 

.. • :""• """l~ •••' fool it coco .. a.;· t o adopt aey •••h r o.dicftl j:rocoJ~re • 

"T •• :s.!ev•r ::a;; l:.&ve be_.n t.!';.c c1rcWMtuoc s 1:.~lc~ =•~d you. th\.1 to act , 
...... : •. ,.,- !. _ !l:..o to ta~e ~'i.i: ooc.asioa to &tiiJ'e y ou ot our d.es1re to oo-

• · -·· ... : ••• :·•- 1:'1 ovory errort to l'llrtller t he p.rouoas er t.."te f anlr o Wo 
, ,. ; . .. . ..!: c aL :.e ILa:oe:lltheJ 1n tho or.Uno.cy mMner ~· conferonMa tr~ 

• ·-0 ~ · .: >< \>t twt •u j·o~r oft1oe IUld tlle l'anat;-nt• Wo bollove that t he chief 
: : r:o~H:· . • tween the oxt..l~r.ero o.nd tho !lank 1a 1u tho ... ttor of l;lle attitllde 

.. .. ,., r.! ;~t.l "~~Loto a.~ s ecurity ror lo~n• • We b.aYe Do ree.aon t.o boH••" t.hv.t 
• .... i:~:G.\.1 t~· r-et: c r a~i:cc olae t han &D. honett dltr.renoe ot opinion• 

- .. ~ ( f-~ -ers All\"':: ~l"K"C.:·~ t o hav-e h•ld ar. lCM' opinion ot resl •st,te •• aecu:r1ty• 

~ , ~- ~~. ~~~ r h~~, t~ln. into oone1derat1oc ~~r typo or b~k. b&•• a ~i&h 
:-~"e r.! . ~ .. !:t:e val'...t- o!' rea l •tt"t• a.• aoou.:rity !'or obli,atlons . 

1tal catat• is tho boo·bone ot the country• It ropreoe~to • tro&tor 
. "" l"' rtion of t'lo ...... lt:l o! t.be OOII!ltry th&o ~01 any ot her £om of prOI'Ortj'• 
• co- it u o. ao~orce ~t to.xa.tion t.'t8 State, CoW>t)- ""d '''ll1:o1po.l &•••,.,...eta 
o:..~a;, t hoir ohial revonuoo. CWaorob1p ot real ootato pno atobllitJ to tho 
c!ti:o~ . c .. r hcr.Mo, tara.s, b .. sinota llowo••· !'-"4 1oclutr 1al pluto otter • 

Cruttr~l tielcl tor l ong tom rtr.t.Do!ng• It h ~:~eco11•.; tor "' to oatal) tbo 

Jivoroe orodit roqld...-ntl Of all t he OO-ttieo 'llbioll WO IOl'fto 
• 

Dault or ~trto& llational frUGt &Del law~a laaooiatloll, aa lt& - S. 
rlleo. is !n & l&rco =-·•~ra & a&Yl~· baOte I t• O&Yln~t clapoa1ta la ,... 
•~ocod ~!!Ott or ..... S&'t'iiiCO 'IIN>I< 111 tho OOIIIIIti'J• Wo tlltreforo taol tll&t till& 

c ... .::;!=•~ 6ho~lcl ocnoi ~er o11r t"Ml ••tate aocurltl' in tho ll&bt ot tiM JrlM1ploa 

• : "'" "-~ ·.ld ,.,., .... o aoiiD4 • riAl• bollk praotloo• 

'l'ho ll!t.JS&c-nt baa ba4 rra._t~ to u- 41a•v•-nt• w1tb t111a 
not ioual ballk o:ualfton, bllt 1t b&o Deftr tllo."CCIt lt 11&4 811fT \ll&l'ftl ?Mila-­
C· ~ptrollor ot tba C:l&fteM7• W. haft enor tolt tiiM a poaitSee t.- llr • ' 
o.c.=!ur wu aaoaaaar1l7 t1ae poaiti- ot tho C:a.ptrelt.r ot U.o OW a t • a.. 
rorto.:t q~~eatiou ot :a. all4 ballkl.al& poliq• 'lldlo w to Mt ~ Ulo ~ 

•. t!>o e-..1aor w eall &~1- to a&ob •ttora u oapltal ~. 41ri­
~·~~ ;o11o;r, real .nato lO&Il pollQ7, &D4 OU.or o11oh l&r&• ..,.ni.,..., w tool 

t ·'·· the 4oola1oa 111 tllooo ialportant •tter• thollld r on with JOIIo thoao .... tho 
t>.n~o""ntal q11oatl- ot poU.q ntb roepen to which wo fool tbe ...._..alit 
c'.·.ld be aooor4o4 tiM prhiloco ot 41root ooatoot &z~4 oontoronoo w1tb JOII• 
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. . • • ~. CW' A ftO)' - 22 - Octo~r 11, 1 938 

"• trust t hat thh o "D1oa t 1• will ~ aooopted tor 'llllat 1t h &a­
t•r l•d t< be , a rr .. nlc rooponoo to J0"" letter ot le,...,_r 23, lSIHo Wlthb tlao 
t hort tl.,.• at our dispooal, we h&n not b"n able to p t\11~ 1nto all ot tao. 
dt t•.l• •• • ,. exru:dne r •s r opot't • Throv&h our opoolal oooaittee, we ohall &be 
rvrn•r oono . Jontion to tho • tte ra u.ndlr 4hou81lon aD4 collaborate witla \be 
cor• •·• , • t he er.d that s at h t a otory dhpolition ~ be -d• ot lllOh •ttono 

10 
· .... -.o,• l~ . f or tho 1Dtormat1on ud aathtaotlon or JOilr oftloo, ... ollall 

arp•e.;!o' e y~.r O..:fcrdlnr; t h o -r;et~ent ..., oppot'tllDlty to oleril)' - ot t:t.o 

iss.-.~'~~ r- .. seJ . 

~'11th ..... ., .. tutd a 3suranoel ot our continued. cooperation. we ~la 

Rea peot.tully , 

' ' 
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Dear HC1'7: 

• •• 

lout ot htwaurra ., ,. 
J'IIIIIW. DSIRU lli'III!W 

Onoller IT, 111M. 

. llpoll rq NtiiZ'Il floOa tile ,..., jut tbllollllJII rq TiaU 

to SaD rruoiaoo, I aal<e4 - or our lepl c4 opereUJIC nan 'IIIIo 
baTt had praoUoal experienoe wHh SeoUon 30 prooM41JIIt to le~ • 
baTt rcr rq O"IID WoitaatiOll a brief -raDd• Oll llo~ the lep.l. _, 

practical upene 8114 tile ~s... el- ilnolnd 1.a ""II a proeee41lll , 
ae contranecl lllltll poaa!bla eltemaUn prooecl'lll"ea, u-ac ilia\ ~e 

cue 1.a quenion relatecl to a larp llulrlal l.anitlrtion aDd tllat a 
Taritt:r or cOIIpleinta nre .u .. ect, l.aolu41D& tile quuUOlll or 41 T141114 

diaburaomenta. 

1\bile I maw 1.a a &allllrel '1187 a11out Senlon 30 p:rooeclure 
t:roa our experience with Jtl.aor ouu, I aa ~ 41D&Jecl, 011 rea4-
l.o& tllia -raDclllll, at tbt poaa1bil1Uaa ot 1ntem1uble delrq aD4 
infinite coapluit)" inTolTecl 1n a caaa noll u 1a aT1a1oaecl here. 

I .,. part1cllle.rlJ1apreeee4 bT tile taet ~llet 1n dMlin& with 
a case tbat needs pro~~pt oorreotion, ~hie prooeclure at beat MaDe delq 
t.tter 4ela:r·-~hat, rirat, 1 t ... t 'be found that t .hera 1a o. TiolaUon ot 
la" or that uno.ate or unao\1114 praotioaa are btl.D& Jl'U'&uecl; tllet a w.n­

l.o& .. et tben be iaeu.a4; ~hat 11ert, •a reo.aontble tt..e• ..at lie allowecl 
to penoit or correcUona; that 1t ...n til& be o.hOD ud aubaequ011tl7 
proTecl tbat the TiolaUona or Wl&olllld pract1oea wra COIItllluecl, notwitb­
ahndl.o& tho 'Rl'llina and all01n111oe or a reo.oonable Uu tor oorranlon; 

and that all tbia IIIUISt prec!e tbo tiling or a oertirico.te with tllia Board. 

Than t here must be tlarth.r t e allowuoaa Wholl1 uidt troll the tiM 

wastl.o& tacUca that oolll4 b •ployad 'br o. raiOIJl'Catlll derendut, ~o ear 
notllina or tile -~ plloatecl aooo1111ttna 8JIII TeluaUOlll problea ar-
rectl.o& real enate ud othar uaata that 1IIIIJl4 aria• it, u •-' loa ae.-4, 
det andtmt attorn aye undertook to diap:roTe the Coapt:rollar• a char&•• lor t'ba 

teetimony or experts ot tbair 01111 oboo•i"'· 

On the 'baaio ot ~he taota denlopad in tllia ...,randllll, I han 
Concluded tbat it -.}d be a crae~ lliataka tO prooeecl e10D& ~beat llllaa 
and Uat I OIJ&ht to let JCMl taow 1unr I t .. l tbcNt it peraon•llr. I »pe 
7011 will ban aD opport-Uy t o loot tllia _......,. onr J'OUl'aalt. 

81aoaral1 J'OUl'•• 

1•1 ll.8 . IIXlLD 

ll ••• ·~· • 

' 
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lrM1 M' at FE ' • J'!d•• hstip lQ. 

1. !'bare aut be a dolat!.m or law or UDat• or 1IIIIOQUM prao­
ti- bJ tll8 ottiou, ~ .. or 41rectclr. 

2 . 1 1IU1li.IC aut be iened liT tile eo.pt.roll•'• ott1 .... 
) . 1 reucaable t1.a -..t. elapae attar tile w.ra1Jic to ponit 

or corHCti""". 
4• DNpite t~ WU'D1III tile dolationa of law or t~ 11118&fe or 

IIIIIOUIId practicee IIUit baTe cODtiaDMl. 
s. A certificate recitiDc tbe abon faota aDd aettiDc fortll 

tbt apecific ~~&ttera ccapl•lMd of IIUt be tUed bJ tile Co.ptrollar'• 
Office with tbe Board. 

6. The accueed IIUit be gina aotica aDd ncb reaaolllll>la t iM 
aa • 111 -t the ~t• ot •ctu. proceaa•. 

7. The beari.DI pl'O!M'l'• 

'f1rtro11E'' JFOOt ot cvt.Wget.t. 

Dt. Mr4J ot bU acti ons tile ec.ptrol.l.er or tiM carr.aaq act. iD a 
so-called quaai-JIIIIJ.cill oapacit,y aDd, except UDder certaiD IIX<IIpti..-J. 
circuut&Dcea, a court w1.ll DOt look bebiDd bU aotioaa. lor ~. bU 
dttOI'IIiDo.t iOD of loe&el aDd bil reiiUltiJI& fiDdiDc or &D ~ot iDa 
bt.llk' a capital or ita inaolTIDqr, bU appoiDt .. at of a receiTor1 t.D1 tll8 
l"T of an aaaeea..ut apiaat abareboldc-e are aU aotiona which tile ooarte 
ban ncarded a e fiDI.l. St•1lar]T, it woald eae• tbat a fiDdiDc bJ bb or 
tbt MCaaait,y to appoiDt a coaalll'fttor •iD or<lar to CCDMne the ueeta or 
IU1!f baDk tor tbe b.,atit ot dapoaitore aDd otbar cred.1t.ore0 wODld. DOt be 
rm.-hla liT tile coarte. T~>U, bowow, would. DOt be tzou with reepeot 
to t he laatitutiCD of a proceed lag 1IDdar S.CtiCD )0. 0 0ertif11Dg the taote• 
4- aot pron t~ faote. 1ccord.iDglT, tbera aut be .n.s- to IJIIPjJCir'\ 
ouch cbarcea, aot DIICea&&r!lT of t~ t7pa ~eibla OD]T ll!ldar t~ taolmi­
cal rules or n1.dance applicable to j1111.1c1al prcood tace bvt ceitaiDlT of 
t he t,ype eotitlad to ccadd.aretioD 1IDdar t~ c......U ralaa eppl 'cabla to ad.­
&1D1atrat1Te proc ... lnca . 

lor iaatuce, the lapl1t,y or 1llacal1t;r ot a d.i~ pqMot lit" a 
b&Dlt, 1t tllet ~be an u-~ wODld. depend 'Qpoa t~ .-mt or the 'b&ak1a 
lc1 111 t.D1 et.atlltory bed d.eliU at a gtsu data. Proor ~ be -&117 
with raepeot to each ita or loe• aDd eao1o etewtol7 bed daltt 1111tU colh~ 
t bel.J 8UCh itae aqreptad •u ._-t poeatar t bu ita aat protita tbu oa 
bt.Di•. 1A -. iDataacee it proobUq -u be -1117 t o fix tile TalM of 
collateral, real aetata a.d. otbwwiaa, CGICIIl'II1DI Diob 110 ~ tlloere -u 
be wicle d.ift&reDcee aDd -niota iD the ta~,.. wbiolo -u llan to 'N 
reoolT14. l'llrtber.ore, 111101 Sect!.m )0 1aYoll!ll a fai.l.o~N to d.J.H..U.. 
Tiolatioaa of law aDd ..-r. &Dd 1111110Wid praoticN att• w.raac, it -u 
be 11101111&17 to .. tabllab t bt ... oa et laUt tn datM, to wit, beton tbt 
fiVD1Jic t.D1 attar t~ 1111'111J1c. !b1e woald be tn. with 1111111t to eaolo 
•bare• 1D t bt Olll't.1t1cate &114 to aacb uaet 1Jwoln4 iD eaolo Clllus•· 
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OpportJpitt,ea (or attack !111 del 'I b7 d!f!p1ant 
1A M 1aDortyt cat!• 

11th repr .. .,.t&tioD or the &CGIUell 41notor or ott1.cer 1A the 
baDda of tba b .. t talAJlt ue1leb].e1 i t U N UODibl.e to expect attacU 
upon tb8 prwe4ure aa a wbola, attaclas "&poll MOb 1tep 1D the proo14ur1, 

o1&1a8 nth rupo!Ot to N&VMb~a ot the tiM atrOZ'dacl, ~· 
tor delq, aDd otb&r obJeot ioDII, ...,.. ot Wb1cb cou.14 be l4btl.J c-. 
s1derecl aDd the &tteot ot all or wb1cb woad be to blpecle aDd delq 
acti on upon tba ..rit•. n..., w1tb raape~ to the .nta or tbe oaee it 
u reasonable to apect tbat repeated atteapta woulcl be ...Sa to colar 
tbe entire p1cture bT ellpbuiaiJic tbe tact tbat the bank -... llc...eed aa 
a aCIWid bank aubllequut to which the Ccmptroller1a own cxaw1n•t1one baYe 
shown periodic l.aprov-nt 1D the btmk1a poaitiODJ &lid tbat tartber, tbe 
b&Dk bee biMID pertl1ttecl, w1tb the approval. or t he o-ptroU..r ot the 
CWTeDCT, to est.blllh apJII'(Xlli.Mteq t1ti;J de DOYO bl'&DCbal1 wb1cb would 
eeea to illdicate tbat at the tiM or tbe NtablllhMDt or .-cb 8Ucb 
brallcb tba eo.ptroller f ound tbe baAk to be 1A aetiataotory COllditioe 
alae be would Dot ban pend.ttecl ita eatabllaliMat. .u.o, it u to be 
expected tbat w1tb reapeot to each &alit iDYolYecl not Olll,y w1ll tbare be 
an atteapt to aatabllah tbe Yalua tbereot bT tbair own w1tneaaea, bat wo 
it 1e reaaooable to expect tbat tbe en•111er w1ll be cro._..."!!ed w1th 
respect to each aaaet, tbe Y&lu placed tberenD at eacb """"notion bJ 
hia1 and b1s prior ariticiea tbareot. Tbe UOUDt or tiM wb1ch coul4 be 
coneuaed 1D a proceed1Dg oOIIduated aloDC IIUCh 11Dee ateuere tbe l.ac1.!!&­
t1on, and 7et U a heariJic 1a to be eODducted ao as to •et the teet ot 
tairDoaa 1aposecl bJ tba courts 1 1t would be alaoat 1apoeaible to preYeat tba 
usa or such tactic• it obo- to be uaed. 

It a:r be -, t.baretore, tbet action Wider Section 30 at beet u 
a 10111 and teclioua ~·· •••a•ez, it doee not operata dirwctq upon t ba 
bank but onq upon ott1cara &lid .u.r.ator a ot tbe b&!!k. It tbe ......al. ot 
en otricer would Dot baY a tbe art act ot chueiJic tba directors 1 polio iN 1 

nothi.n& would be accoJOpliebed. Alld, it~ ot tbe dirwctors would .ean 
onq tbat stoctlloldere woulc1 &l.ect directors tbat would oen:r aut tbe -
poUoiea, nothillg would be acc..-p.Llalled. It Jd&bt be wMJ.., tberetora, 
t1rat to consider the dtuation troa a et&Ddpo111t or control aDd whether the 
HIIOVal or pert1cu.lar 1!!diYiduala woulc1 attsot such control betore attQPtiDC 
to et1'ect correction bJ reooorl.!!l such iDUYiduala troa _,,., otr1oe • 

2tber an1J•hla prg 2 ea, 

On the at.b.w ba!!d, it would - tbet it the aituation u eo criU­
cal &a to require 1 dh\a aot10D tbe b&!!k' • H.,.,ee could be reYollad '117 
tba S.orat&r7 or the CoorptroUar could appoht a -=tater. tither ot 
tbaaa alternatin wotUd be ettaot1n without delq alii!. would operata directq 
llpon the b&llk. 

Allotb&r prooeediJic ot a cUrect •taN would be to 1Det1tat& a nit 
tc tortait the ba!!lt'a obarter; ....-..r, nch a auit aooald not be oODIIl.dared 
as a aaeave ot prc.pt reU&t • 
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l"l.n&lJ¥, correction lli&bt be obtaillad ~h tbe noraJ. 
exorcise of superrts017 powva. ._. ot tbe fe.ota which wouJ.d ban 
to bo eatabllaiwd b7 .ndence in either a S.Otion 30 procee41nc or a 
suit to torteit a ballk' e cbartar cCNl.d be deterained b)' the Collptrollar 
of tba currency throuch the noral. prooe•••• of 97!!•1nation. ror 
instance, it tba en•1 ner ehouJ.d find loaeee and the Coaptroller of the 
CurrenC1 should support h1.m in III&Ch tind1.Dc• and detel'lline thea so to 
be, the be.Dit's profit accowrt. aa a --..ure tor the p!IJlll8nt of diTideDda 
and its capital and ourpl.1u aceoant (it 1apaiNd b)' 811Ch detmoination) 
as a 118&Suro for tbe b&Dk' a loan llait1 would be fixed and i ta ea.nWtce 
absorbed. 

&Utot of an 1l!portant Stotiop 30 b!!Arl.¥ UI!OA 
the MM'nr situation. 

Bowever iaportant it is to cure tbe particular a.illl8nt 1 it 1a 
~ iaaportant not to select a re-t' which fill¥ ll:1ll or pe....ntntq 
injure the patient. In thia connection it is iaportant to rtmollbar ttat 
there are lnmdrtda of thous&Dda of unintorlled people inYolTtd wbo 1 
because they are unintar..cl, 'aT be ewqed b)' extranaowo and irrolennt 
considerations 1 and tbat indirect aa well aa direct repercussions on the 
baDid.llg structure aight follow drutic actiotl. It is hard to conceive of 
"'11 cirCUIIStances in which the interest of depositors would beet be 
ssM'ecl it atteaptecl correction is acwwpen1 ed b)' wide publlcit)' and lone 
drawn out proceedings dnrimg which rJ.&bta of creditors are constantq 
changing (which wq account tor the ~ligible mlllbar of ouite to forfeit 
cbartars which bave bMn instituted in the peat.) Particularq wouJ.d 
tbis eee10 to be true when it is reasonable to expect that such pablici1;T 
would include recriainations, cbari:es of persecutiOG1 and cl.a1ae that 
the action 1a political in ita nature. The 111-<~ffecta cons~uant upon 
such an · open fl.&ht aJ.&bt prove very-diautroua and tar ant wigh the 
possible good sought to be acC08pl.iabed in pareuing tbo reMd;r. 

In conclusion, it is ditfiaul.t to see how e procedure such ao 
one would ban to be under Section 30 cCNl.d reaain long without pabllcit;r 
and therefore before initiatimg it or IU\T otber proeedure 11lteq or certain 
to receive wide publlc11;T, serious COIUiideration ahouJ.d be giTen to the 
posaibUit;r of etfectimg correction b)' othar II88D8 which are available 
under tba lew and are within the diacretion either of the Secrata%7 ot the 
Treasury or the ec.pt.roller ot the Cllrre~~q. 
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Co::optrollcr ot the Curr-)', 
Treaour)' De?artmont , 
r.uh!Jitton, o.c. 

at • 

October 29, 1938. 

Th1o retero to the report ot the eDJ01DAt1on ot thia bA.~Ir: u ot 
Af rll 28, 1938, co=plete<l Septo-"r 16, 1938. In order to &AWl .. )'OU 

currentl)' re:;ardill(; the ac~ion which hao bean talr:m wtth r eopeot to 
th! a re?ort , I am aumr.sri&iDG herewith the loa• ol&~a1t1aat1on aDd 
the amounts char~cd oft or otherwtae el~DAte4. 

Tho total loss claeaiticat\on ( pate 3 , 1Doert 2) 
aftor review wae(Adm!nietretion report not reYiewed) t 7,958,578.t8 
or t h!. amount ..... have charted ott or there hao bem 
ellm!nate<l throu,;h the eale ot oeouritiu, or real 
estate, a total ot - - - - - - - - - - - - - - - - - - $5,t72,2t 5.08 
u ron...,., 

Loano and OiooOUDta 
Ovardratto 
8ondo, Seour1t1ea , eto. 
8&JI1:1n& Hou•• 
1\lrniture .. Fl:rtureo 
Otllor Real Eatate OIIM4 
other Aaeet,a 
l.'erohanta Nati~ !lealty Corp. 

13, 352,471.18 
11,07l.t9 

818, 9M. 83 
21,488. 114 
II,Ml.~t 

lOT , IIIIJ.oli8 

The b&laao• ot - - - - - - - - - • - - - - - - - tz.<~&&.aal.to 
not oharsed ott 1Do1ad .. t he t o1l awlaeo 

RMl eo\&te 1D proo .. a ot toreolonre 
!heoe l oaa .. wtll be olliu'&M ott u 
the 1Ddlrl~ t-1- .,.. 
oooop1n.t1 u ac1'M4 'llltll .... Polpro 

.Lclodttet 1- lou• •' ..._._'Mill& 
oh&rse4 ott 1D tM a oplar ..,.._ 

&-do, hnrl\1•, .-., ..- wlda • 
,_.,. ... -w nrt•"" ...,. ' r 

Plti'Ditve • Piztoll'ee,C* .... -.I ..... 
- otMr aeon. ..,.. tlll!oll .. llaYo 
....-... ren• \..._ 
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~ c,trollcr ot the CUrrcnoy - 2- Ootober z t, ltsa. 

'{o" will obeerTe, therefore , that a ll or tlw auete o1ua1t1ecl 
•• looo olthor haYo been or will be ahort1y eliainated with the 
o<co tlon or a,prox~tely $1 , 500,000 on bonda, aeouritiea, and 
o t.hc r tuaet s upon whioh we ha'l'e requeated a ,..,.1.... 'l'beae a1aete an 
oll llatod In the AdministrAtion report which wu not rert81N4 with 
"" ! o tho usual DWU~Cr prior to ita oo10plotion. We bollne that a 
rev low or theGO ro::w.ininz i toma with tho examiner will ...,..,.,. the 
lo•• claulficAtion , and tor that roaaon we are wlthholdl.Dc turtlwr 
ao~··~ with roopcot to th~ until it Ia oon•enient tor tha ezaaLnar 
t o revlow tho report with ua. 

It =-:· bo o~ inter est to your ortioa to bow tb&t 1n additioo to 
tho o11~n&t1on Of" losses. &bo..-e N .terrecl to , the tollowi..D.t prO,HII 
hU boon :oAdO with NISpoot to tho IDOrO important oritlolaed it­
l ~ nce the date or tho oxao1D&tiona 

Cu" ranteod loe.na reduoed 
O~t !on to purd\ ase reduoed 
!\eal !::t~te :;ales eontracta reduoect 
" oal Estate loans diooounted tor California 

~ 593,~7.12 
~.:seo.oo 

3,172,155.81 

Londs, Inc ., reduced 103 ,731.at 
Loan• to oubo1d1arioo ot Tranaamorioa Corporation 

reduced a ,718,438.1Z 
Loan to o.!'filiate - L:eroh&nta NAtional Realty 

Corporati on - paid in l'ull ~5,000,00 

IY! th tho oharge-otra whioh ha.,.. n.., been •da, tha loaa &114 doubt­
~~ cl&saltloation ot loana ln the e~inatlon ot April 28, ltaa, baa 
been reduced troo $8, 710, 697. 26 to ~5,273,609.00 or 4/& ot ~ ot total 
lO&no . lie obaerTo that thia ooBp&rea w1 tb Ul &.,..rs&e ot ~ ot total 
loano cluoltied ao lou and doubtful tor 7500 be.aD reported b)' U.. 
Federal Dopoalt Inounnce Corporation at tha oloee ot 1837. 

Toura ••ry tft17, 

• Cu h1er. 
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F'IDEIIAL OIPC*T INSUIWICC COIIPOMTlOII 

WASHI NGTON 

October 

Dear ;.:.r. Dela.not 

29th 
lll&e 

Wa bave atudied with consi derabl e care tbe 
r eport of u wo.l.nation of tbe Benk ot Aaeri®, National Truat 
..nd Savitl6s Aooocietioa aa of April 28, 19118, which na aup­
!'ll.W by your orrice. Coolt>U"ison of t.h.l.a exaal.nation r~tport 
wl.tb t hose or earlhr years baa enabled ua to aain a general 
estlaote of tbe condition or t.h.l.a C&lltornie bank. We wiab 
t o tal<e this opportunity to state our r eactioa to t he pro­
ble:ll presantll'l. 

We have DOra reason to be i nterested in tbe 
condition of tb.e Benk of AJaeric$ , National TNst lllld Savin;:a 
Association than in tnat of ~ other bo.nl< 1n the country. 
Tblo a ill6l e bank baa 111ore til3ll ~soo,ooo,ooo ot insured de­
po•its (total depo•ita in t be bank a.ount to llpproxiaately 
$1, ~50,000,000) , nearly tb.roe time!l tbe amount of inaurod 
deposits in ~ other bank and a balt largor tban t be total 
asset3 or tbla Corporation. The illlports.nce or tbe coodition 
of t.!lis bank to ua 1a f'olrther increase.! by tbe f.set that tbe 
~• eontr,llln& intereats oper~ts other banl<a and a.ereise 
a do:alll!lt in;: influence in tbe territory in wb lch the bank 
Op--erates. 

Aa we aee i t , tbe follo•in6 are tbe chief weak­
nesses or the bank• 

l. Large TOJ.UIIle of real estate {approxlutelr $49 :allllon) 
a oquired tbi'OI.I8h rorecloaure . Tnia io Sl percent or 
tne oet. aounJ capital of t.be bank • 

2 . s.all net aounJ eapit.U in relation to tbe estiaated 
Talue ot tbe aaaets of tbo bank. {A decline or 6 .4 
percent in eatlaated T&lue or a .. ets would ren:Jer tbe 
bank 1naolnot. Tbift eoapares with poaaibl;r ll per­
cent !or tbe c......relal banlta ot tbe country aa a 
wbole.) Tbia low oapital ia, ln itaelt, an ~ 
CODiition, but ita true significance lies in eonnec-
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t.ioa wit.b t.b• tact. t.bat. u -.st. 80I'W t.bu ~od.oe u 
•rw•t. .. t.b• oepit.el b iA•••~ed ill hev.rdoll• aDd 
tilted ........ 

e. OnoOWid relation• wit.b &tt111at.e• Uld otiler oorpon.­
Uono controlled bJ t.be - iDter•ort•. 'l'hb 1Dclu4• 
uoe ot t.b• b&Dk'o t'wld• to apud b• nk' "'f act.irlt.i• 
1D ot.ber ortet u. Obllge tlooe or 'I'NDNaerioe Corpora.­
tion Uld i t a &ttilletea .,.. held 1D u illepl.l;r lui• 
.-&lit. 

• · The expansion or act.bit.iu (p&rticularl,y oJ>WDiDI ot 
new orticeo) to a d011rM C.icb ie not. Juat.itied bJ 
tbe uaet azd capital OODditioo or t.be b&Dk. Since 
11152, t.lle b&Dk bu added lSO D .. brt.Dcbes without add­
i"'f to cepitel . 

6. Pa)"llont of unwarrt.Dt.ed dirldonda. P.,-.enta are aow 
at t.be rate of 111.2 percent of t.be par cepital. Ap­
parentl,y 1n several r eoent JIUI dividendo ban bun 
greoter t.ban profit• aa a eaaured b7 reasonable account­
ing standards . 

6. Tbe bank appene to be operated pr iaaril,y orit" an -v• 
to t.be effect on Krket. quotation• of ita ortock Uld t.be 
atock ot Tranaamerica Corporat ion. The aanaa-t coa­
oietentl,y retueee to aake ebar1e-otta on it..., w!>icb 
ee .... to baYe but a -u chance or realbat.ioo . Ap­
parentl,y the bank bao railed p.r operl,y to depreciate 
ita bank preaiaee, Uld tbeaa a88ete are now carried oa 
t he boob at too b.1&h a figure. '!'be public e .... to 
be contlmoall;r llialed conceroi~ t.be protih or the 
bank. 

We appreciate •er;r .. eb bei"'f kept 1Dto....S coa­
cernina the collditiOD or tbia b&Dk. It is eertainl,y or the ut­
• oet iaportanee that tbe b&Dk aball not continue the violatiODe 
or l aw and tne unaa fe and uneound practic11 wbieb baYe ebaractel'­
io• 1 ita act1vit1ea i n t.be put. If a t &1\Y tiM our orguba­
Ucn can be of an,y help 1n tlli• connect ion, do not hesitat e t o 
call upon us . Tbe f act. t.llat 11UperY1eor;y author1tiee han 1n tha 
poet perllit tad tbia bank tlqraDtl;r to Yiolate the law Uld to 
cporata 1D an unaete Uld unaouJid III.DIIer aakeo it all tbe aore ia­
portant taat IUcb practicea 8be1J. DOt be perllitted iD the futuft, 
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wa recognise that no m&tter Wbat iaaediate atepe 
ora taken t o re»~ the conditione , i t will ba neeeeaar,r to 
eXIllline and a~ze tbe banlc in a •ore tborough-soing ......,.., 
then has ever been att•pted 1n tbe peat. I baYe no doubt tbat 
tbo exllllinors will be able to uJce a .. eb 1100re enllgntenin& 
analysis of tbe situation when they know tbat tba 11aabingtoo 
ortlce is genuinely interested and tbat ao11e uee rill be uda 
or the results. It ie ~ underat10ding t hat no renl exaaina­
tlono of Trau•~eriea Corporation, Cll !tornia Lande, and C.pi­
td C""P"Il¥ bave ever been aade. n appeara to 11e that eueb 
&JW<linntiona are neeea881'7 1n order to get a c001pleto grasp of 
the problea involved . It we een belp b)' lC>&Ilin& personnel or 
in eJ1¥ otner way, n will be only too bappy to do eo. 

We bave under our eupOTY1a1on a relati vely eaall 
bonk controlloo by the a8JIIe 1ntereate - tbe Central Banlc, 
Ooklan.l , california - a $50 alllion organisation. Tbe opera­
tlon of thia bank ia eo cloeol.T linked with the Bank of Aaerica, 
National Truet and Savings Aaeociatioo tnat tne rehabilitation 
or t ne former IIIU8t inevitably proceed band in band witb tbat of 
tno letter. In tn1s respect, as in others, we wiab to col­
laborate elonely with your office. 

Honorable Preatoo Delano 
Comptrollor of tba Curran07 
Treooury Oepartaant 
11&abington, D. c. 

Vary truly yours, 

~· e _-c.-c:.-c:.~"" 
Leo f. Crowlq 

CbailwaD 
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Dear Mr. loolee : 

'l'he StoNta1'7 of the 'l'reaeury hat referred to 11e your 
l et ter of October 27th relati.ng to prooedure under Section 
30 and the memorandum accompanying it. 'l'he matter had been 
under d1aouui on with Mr. Ransom, repreeenting your Board, 
for soma vaeke on the ba81e that the procedure under Secti on 
30 wae available. Moreover, I eee no 1ne~erable difficulty 
of our continuing t o go forward on tbh bali•. 

'l'he procedure under Section ~ h tbe reepone1b111ty of 
tbie office up to t he t ime of the f iling of the oertif1oate 
v1tb 70ur Board. .Ul of t hat, we AN prepared to handle vith 
reasonable pro!lptnees and vith fairneee to all concerned. 
Beyond that, I euggest an exchange of lettere between th1e 
office and your Board agreeing 1.1pon a wholl;r fa.1r and 
expeditious procedure for all oaeee of thie eort. 'l'hie i t t he 
method whi ch Congreee hae provided f or oasee of th1e sort, it 
eeema to me. 'l'here ahould be no great d1tfioult;r in working 
out a mutually aatiafaotory prooedUN that will operate ae 
exped1tiouely ae ie reasonably t o be expected in handling euoh 
matters and will amply safeg~.~ard the intereeta of the Govern­
ment, as well ae thoae of bank depoeitore and etookboldere. 

I am advieed by the General Counsel of the 'l'reasur:r 
Depar tment that he holds hilleelf in read1neee to disouee t h1e 
matter vith t he legal and operating etaffe of the Board and 
of t hia oft1oe. 

SinoeNl;r :roure, 

(Signed) O. B. Uphall 

Acting Comptroller of t be Ourreno:r 

Honorable Marriner s. Eoolee, 
Chair man, Board of Governors 

of the Federal Reserve Syetem 
Waeh1ngton, D. c. • 
HO:IUh/b,te 
RIYhe4 U / 3/38 UPX:pa 
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FOR THE SIORZ'l'.ARY: 

Mr. '1'a7l0r &l'l'&nged through Oba~l'S&n Ecole• fer •e 

to aee the Federal Jle .. l'Ye eu..inera and lawyer& wbo ha'l'e 

been ll&ndl1ng the 'l'l'an .. aer1ca caee for the lloal'd, and I 11et 

with three of them Fl'1da:Y afternoon • 

.Uthough the Board hae warned 'l'l'aneamerica of the 

legal requirements it IIUBt •eet, the Board haa not been i .n­

tcrmed by 'l'l'aneamer1ca of an:r specific pl.an for co!lpl.;r1ng with 

the requirement that the COIIP&n7 either (l.) ceaee to be a bank 

holding company or (2) d1nat itael.f of all. 1ntereet 1n 

aeour1t1ea compan1ee. If no pl.an ha• been preeented b;r 

November 29, t he deadline, the Yioe preeident of the San 

rranc1aco ReaerYe bank in charge of examination• has been in­

etructed to f1nd out vbat the a1tuation 1a and report to the 

Board. 

One of the lawy:ere preeent Fl'id&J expreeead the 

opinion that, if 'l'raneuerica fa1l.ed to oompl:r, the Board 

would be morally if not legall.:r compelled to reYOite the permit 

under which the corporation yotee ite etoolt in the Oregon and 

Nevada banks. 'l'be other lawyer, hoveYer, pointed out that 

thh rnocation could take pl.ace olll.;r after hearing& and IIUOh 

arguaent from '1'raaauer1oa. 

- - ---
'l'he Board '• recent aoUYiUee on th1e preble• are 

u follove: 

• Regraded Unclassified



- 2-

X..at apring the Board re11inded hanaamerioa of the 

neoeeeit1 of getting out of the banking bueineee or the 

securities business b7 the end of November. Transamerioa 

informed the Board that it had diveated iteelt of one ot ite 

eeourit1ee companies, Bankamerioa Companr, by selling it to 

Western Statee Corporation on December 27, 1937. 

Weetern States Corporation is a myeterlous creature. 

One of Transamerica's subsidiaries had put 85,000, 000 1nto the 

non-voting stock of this corporation, t herebr turn1ah1ng the 

money with whioh Western States could bur Bankamerioa Co•panr. 

But t he voting stock of Western States Corporation, which baa 

a par value of only $50, 000, ie held by persons whose identitr 

le not known, and the corporation iteelf wae formed, according 

t o t he Federal Reserve examiner, b7 •tour stenographers. • 

Because of theee circumstances, the Reserve Board 

t old Traneamer1ca that, in the Board 1 e opinion, the oompan.J 

waa not complying vith the lav. 1'be Board held that Trans­

ameri ca may bave 'd1veeted itself of 1oontrol1 ot Bankamerioa 

Company by the sale1z> Western 8tatee, but 1ovnereh1p1 of 

Bankamer1oa 0011pany still rell&1ned vith Tranaamerioa beoauee 

of ita heavy investment in Western 8tatee non-voting atook. 

Transamer1oa was so informed early in June. 

The Baard eubeequentlJ heard that Transamerioa vas 

stocking to ita original arguaent, and the Board, t o be as 

definite as poaaible, toruall1 ruled i n 8epte11ber that 
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!raneuerioa be4 DOt 4J.fteh4 1helf of 1h 11lhr11t 1Jl 

B&nUaerioa Oo-.paDt. !ran.-e1'1oa PJ)n .. .a ewpr11e d tbe 

Board '• l'lll1ng but ea14 U wo1114 ell4ea't'Or to oo..,lJ. n aue4 

t he Boar41 e laV)'ere to •uae•t an aooeptable plan, but th1e 

requnt wae ntuee4. 

lo further offio1al aotion bae been taken, but 

nevepaper etorie• haft ea14 that tran.&aerioa hae &leo eo14 ite 

etoolt in the Oregon banke to Yllhl'll atat11 Oorpordion. 

I t1nd thie eale reporte4 to tha IKO. One of the ta.,ere 

present l'rida7 ea14, i.f theee report• are tl'lle, be e%J)Ioh that , 

when t he Board oheokl up on 'franeuerioa at the ellA of thle 

month, !raneamerioa 11a7 ol.Um that U hal tiU'fted enough of Ue 

bank etoolte oTer to Veetel'D !tatee Corporation to eeoape the 

bank holding OOJIP&n)' olul1f1oat1on. 'l'he Board w1.ll then haft 

to 4etel'lll1De; (1) 11hether the eale of bank etoolt to Veetel'll 

Statee ie bona fi4e an4 (2) whether Veetel'D atatee Corporation 

itself hee not ~ooae a bank hol41Jle oo~ • 
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Coapt.roller ot \be CwnDq0 
Tr~~eur, Dep&rt~ent, 
Waabin&ton, D. C. 

O.sr Sir& 

MJr~aer *lA 

·-- 9, 19.)8. 

At the direction or tha Boazd or Directora o! 

&nk or A .. riea 11. T. & S. 4 . , I &a eneloains a cow or 

a letter wbicb •• read to the Bo<u'<l e&t lh reiUhr 

... tin& bald ted&¥. 

Encloaure 

.. 
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ttr. L. •· 01&DD1A1, Pa1df '• 
a...~< or .teed• •· '·a •· • •• 
San h&llcboo, Callt..s&. 

Dear Jltr. Qtemfnl 1 

!ot.al 111tt aetua1 •- ot u. bult tor tile -'ll or ~ 
wee $2,482,000 'tier.,... prori.lllon tor --uaaUoD ot "-1 pa • 
and depr.el&Uon on benld.,. p .... ,blat &1'\er ~ tw '- ... 
all other expeDau. ThU brlDCe tile \ot.al lilt\ ao'-1. 1Do- r.r ~ 
ten 100ntu• period ·~ .l-.-z'7 1, 1938, to 120,329,000. . 

011 \be beau or t.D aoDtba' ao\ual 1Da- &Ill oe\Sa\ea tw 
No.,.obar and Deouber, 1t 1a oet~t.ed tha\ tile total aot.al. SA-
como tor the :year 19.38 wUl bo 125,125,000, 

Ot the .. u..t.e« total ot f25,l25,000 ot llltt ao\u&l. 1Do­
ror t hft )' ..... , "9,020,000, or ap~t.o}T )6~ .Ul b • .UO.W 
to provide tor tbe wrlto-.!oftl ot U !Jat.o. !hie prortalon w11l 
include the t ollowiqra 

Louee •• elaee1tU4 1.n eD&l,.Uooa repor\8 
Aaortiu.t.lon or 'bODI1 pnal-
.DeprK1Ation on lwnk1n1 I* '••• 

15,900,000 
2,000,000 
1,120,000 

Attar ~nt ot dirl.cla..U ....untt.,. t.o t9,600,ooo, or 311$, 
•'\.! the allocation of $1 ,200,000 to npl07M8 .....Ser \be profit­
swine bonue plAn, f~ , )OS , .)'JO wUl be added t.o o ap1t.al t'mde tor 
thla :year. 

Proviaion baa bean -.de tor all ot \be loN o1a .. 1tillltt.l.aa 
in. the lltut exnal.nat1on report with \lw exception or 12,484,331.40 
• ~•h include a the tollowit~~t 
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~al lat.aw 1- 1n proc .. a ot t_.,l.oaun 
Ta.•• loaa•• will h • cbarpd ott •• tll& 
1.nd1Yi4ual. t~UMa u. ooa~Wct. 
Th1a proced- ._. appro-..4 lv' tM Ub1et 
Jat.iooal llaDit be•1 ner 1D c-cUon with 
\be laa\ prmoua aaa1nat1on. 

Aclait.ted loan loaeaa at. branc!Wa 'beiDI cbarpd 
off 1.n \be replar rout.1ne 

Bonde, s.cur1t.1ea, at.c., ~ wb1ob •• b&ft 
req\l&at.ed ....n .. bJ tile .......Uner 

Purn1.t.~>H • PUt.uraa, Ot.har Ileal !at.at.a ....S 
ot.a.r uaat.a -upon wb1ch " 'ba•a requaat.ed 

""" 

t667. 746.15 

316,500.60 

Tile foll-~-_/._ta ll&ft 'bean char&acl ott , or allal.N>tacl 

t ilroUih \be aal a ot~1t.Ja or rMl. • et.ataa 

t.oane and Duoounte, 1nalwl1.111 t 2 ,000,000 on 
au-a oracl1t.a 

o..r<lratt.a 
Bonde, Sacur1t.1aa, at.c. I 
knldn& Roue•• 
FW'n1tw-. lc Put.\IM' : 
Otbar Rao.l iat.at.e OWDI84 
Otbar laoat.a 
llarohant.a lat.1oaa1 Rea.lt,J Corporation 

3 ,352, .471.18 

11,071.49 
918.984. 9:) 

21,486·51 
63,641·14 

207,851.28 
356,04).01 
f&P,fm,A 

., ,4 72,245.09 

On October 31, 1938 t.be total. ot tM oep1w1 acooant.a-ol' t.ll& 
bank ••• f U) ,lOI,OOO. attar 4acli>CUDI t.1W ~in1DI lo• olua~ 
~t100 of f984,000 aD4 --ll&lt ot tM 4CNbt.f'l&l olaN1t1oeUoo -"­
inc to f 2,548,000, tM .. t. capit.al poaiUoo 1a tl07,80I,OOO. W1t.h tM -
ad41t.1on of bond appraci&Uon ot t 8 , 500, Il00 tll& nat aollld capital. ·. 
,-ut H1on 1o U l8,076 , 'Y.l0. This 1a an iaprOrtMnt. of 12,000,000 a1DM 

<optuber ):1. 

y""" 'fW'1 t.rul.J. 

(Signed) R. G. S~1th 

Ruaoell c. Sa1t.h, 
V1ca Pree14ant. and IAahiar. 

Regraded Unclassified



COPY 0 0 

lovember 12, l9S8 

FOR THE SECRWtARYI 

At t he group .. eting on RoYeaber 9 I auggeated united 

action by all Federal b•nldng agenoi .. agaJ.nat the Bank 

ot America aa oppoaed to action b7 the Coaptroll.er alone. 

The objeot or united a ction would be to put the bank on 

notice that all Federal. agencies conaidered ita practice• 

unsafe and unaound and to impress Giannini with the tutilit7 

ot turther t•poriaing. The purpose would not be to pro-

ceed ao h&rehl7 that the Bank 11'0\lld han t o close. 

I euggeat that the FDIC be uked to take only the 

tiret etep 1D the leng~ prooeea of teNinating the Bank'• 
deposit 1naurance, informing the Bank that the proceaa haa 

been started. The first atep ia t or the FDIC to cite the 

Bank to the Canptroller. 'rhe l.&w requires no turther FDIC 

action tor tour aonthe. At the end ot the tour aontha, the 

FDIC muat t1Jt a h earing, but this hearing can be u tar dia­

tant 1D the future aa the FDIC nahea to aake it. 

S~dl.&rlJ I auggest that the Federal. Resene SJ•­

hm take onl.7 the t irat atep toward auapending the Bank trom 

the System. 'l'h&t atep woul.d be tor the Federal Reaene Bank 

ot San Frano1aeo to c ite the Bank of America to the Board 

ot Gonrnora 1D Waahington, notitJing the Bank ot the cita­

tion, The Board can then call a hearing at &nJ time it 

whhes • 
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u thea• two act101la were tabn whe. the Ccap­

troller ftl'JII or cit .. the Balik, the Balik wou.ld be on notioe 

troa all Pedaral baDldng acenche • 'l'here&rter the Cgq,­

troller'a action UDder aectiOD 30 cou1d be preaeed wbile 

the PDIC and Reeern proceed11lge were lett t-.pC11'arU7 aue­

pended ill aid-ail'. 

U the .. ct1on :10 action naceedl, the PDIC and 

lleeene SJd• cou1d drop their pro ceedi.JI&e on the pocnllldl 

that the .. ct1on ~o oaae bad ~OYed the unaare and unaOIUid 

pracuc .. which were the baaia tor their o1tat1ona of the 

Bank. 

It the eection ~0 action ta1la, Congreaaional laadel'a 

could be told that not onl7 the CG~~~Ptroller, but all the 

Pederal 'benk1ng agenciea, had uaed all the pernuiYe powera 

at their oa=rand and had taken all conoreta action exoapt 

to euepend the Bank tr- the reaene .,..,. aDd trca J.DaQr­

anca, tiDal atapa whlch a1pt aean cloaillg of the Bank. '!'he 

leadare cov.ld be ultedr lbcruld thle t1nal action be tum 

ill apita of ite rialal, or 111.11 concre11 auppl•mt the uiat­

ins law eo that 'franaamerioa-Banll: ot Aaerioa can be cle&Ded 

upT 

VIlle•• the PDIO and Reael'Ye S,..t• a• at leaat 

part wa7 with the ~Uer, 0ell&l'ellional :.. adja!'a aipt 

point wt that theae Woo apno1ea at1U bll4 4bolpl'v-,. 

POftra 'llhlch had not been illYOad •p'n•t the Buk. 

aD 
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111 dear Mr. OoiiJ)trollerl 

!hie 11 to aokno~adge reoe1pt of the leUar of 

llonaber M troa rour off1oe adY1e1ng that the 8eoretar7 

ot the !reaaurr haa referred to rour off1oe ~ peraoaal 

letter to h1a of Ootober 27th &D4 the aooo.p&n71Dg ae.a­

randua relat1n t o the legal and praot1oal upeoh &D4 

tb.e Uae eleaent· 1nwlnd 1n a lleot1on ~ prooedure aa 

oontraete4 v1th poaa1ble alternat1n prooeduree 1n deal-

1ng with an 1aportant and oo-.pl1oate4 banking e1tuat1on 

requiring prompt oorreot1on. 

Xuob to 117 regret, there •e••• to be 1oM 

a1aunderatan41ng of ~ purpo1e 1n tran•a1tt1ng th11 

•11oranc1ua to the hoNtarr. Je1tur the -r&Dd1111 DOr 

117 letter queet1one4 the faot that a leot1on ~ prooe4ure 

h &'f&Uable &D4 that the pNro«at1n and NtpOill1b111t7 

tor detenotntng vb&t prooedure 11 to be followed rute 

enUrelr with the OOIIPtl'Oller • • off1oe. lwlh 4110illl1on 

u I han ha4 Napeoting the utter 1n qu11t1on -• with 

the Seoretarr rather than with rour off1oe, and oonee­

quenur I knew of the leoretarr'• d11p 1nterut 1n the 

a1tuaUon. U -•, tharefoN, aatural that I llboul4 

tr&~~lalt th1a 1nfol'llal -1'&1141111 to Jl.1a ainlla 1t M1•14 

• 
Regraded Unclassified



- 2-

to •• to briDg out a nuaber ot 1apol'iant oone1derai1one, 

and thai I ehould ezpreu to h1a l11tewhe a:r pereoD&l. 

op1n1on that the e1tuat1on oould be aet aoet etteot1Yil7 

and exped1t1ouel7 b7 other procedure. 

While the reepone1b111t7 tor detera1n1ng ¥bat 

procedure lball be tollowed 11, ot oouru, that ot the 

Coaptroller ' • ott1oe, euah reepone1b111t7 doee not end 

v1th the t111Dg ot a oert1t1oate with the Board, beoauee 

tbe Board doea not aake iba exa1nai1one on wb.S.oh ohal'gee 

are baaed and 11 not 1n a poe1t1on, therefore, to preeent 

the tT1denoe neceee&1'7 to eueta1n the chargee or to rebut 

oppoe1ng eT1dence. It eeeae to ae that atter the t111Dg 

ot euoh a oert1t1oate there 11 a Joint reepone1b111t7 tor 

the oonduot ot a oaae trom that point on. I agree that 

there lhould be no d1tt1oult7 1.11 oarr71ng out a autuall7 

eat1etaotory procedure 1n the eYent that S.ct1on 30 11 

1nTolted e1noe euch prodeed1nge ban baretotore been held 

and •o.. e.xpe.r1enoe bae been gained b7 both our ott1oee. 

I eee no reaecn, howeYer, Wb7 an exchange ot 

lett ere ehould be neoee1&1'7, nor do I think thh would 

eolTe the queet1one ot procedure. !hie oould beet be 

aoocapl11hed, 1t eeeae to ae, b7 70ur oall1ng together 

the legal and teohD1oal eiatt troa Uae to tiN •• 

oooae1on ar11ee, and I nee& aot aeeure 70u that the Board 

.... 
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and 1U 1htt are re~ 'o oooperate M 'be tlallA•' 

extent po111bl• b e~pe4Ue ~ Pl'OJIIl' 411J)011t1on ot 

an7 8eot1on 30 proo•e41nr 1nl,1tu,e4 b7 JOUl' ott1oe, 

ehould that oour .. be 41o14e4 upon. 

1111011'117 JOUl'l, 

1•1 X. I . &ool .. 

X. I . loole•, 
Ob&il'lwl. 
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llr, A, P. Oiua1Jli o 
B&nl< of Auric& ~t&Uolllll ~ 

oA4 Sa•1AS• Aeaoo1at1oo , 
SaD ,.....,iooo. BM4C1-"-r• , 
Saa rruo1ooo , C011forola. 

·~"· lf. lft8. 

'l'hl.o 1a to aomowl-.. 70111' latter of llcrr.-l>ar 10\h. 
I au.ot repeat tbat \he 1H11 .. bo-o t ho llallk aad \ho Coap­
troUer of 'the curraoy, whloh JOU rert••, are nrJ P'*" 
aAd are to be Mttlod w1 th tbat ot!1oo. 'fho .. l!o.re Gt the 
Bllllt ' o dopoo1tor• Jooa alwa:ro boon to.....,ot ill rq al.Dd aad I 
""' pleaood thot JOU oba1114 ooJ \hot JOU too bollon it 1o tho 
"''"' J.aportallt cooo14oraUon. I llopo that tho BoDt of uor1ca 
R. T. • S. A. , aotlnl ill tho boot 1ntorooto of ito depooitora, 
will aolto a aincoro ot!ort to aoot the Comptroller' o cr1 tloiao. 

J.IIllWL 
RIGIS T:IRID 

( Ia1 tialod bJ: 
I. S.D. 
I. B. ft. 
I. S. G. 

• 

1 . 1 . B. 
UJa 
•. o. '· 
L O • 

s uoorolJ JOUro, 

• 
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loTubor 17, 19:!8 

The BaDid.q Group - lloaaro. li&Dee, Ta;rlor, GutoD, 

OllpbeDt, Up'-, rol•:r &Dd ~hld - .. , 1a llr. H&Doe ott1co to 

oonaider preferred stock cut-baok, a ropl:r to the G1&DD1n1 letter 

of Nov. 10, a ropl;r to the l!a1lk of AMr1oa 41reotora• letter of 

oct. 15, and the •Wilcox Lettoro•. 

CUt-baok: K•bere of the group UD&DIJiouol:r agreed the 

-r&Ddua to the Secretary dated RoY. 3 on cut-bllCka of preferred 

etock otill expreaaed the op1D1on or the group. Therefore, the 

group aoka for &D opportunit;r to diecuoo t ho probllll with the 

Secretory. The quoet1on needa to be oottled eo that the Comp­

troller of the Currency can reply to the d1rectcre or Analo­

Oalifornia on a cut-back procedure. 

(lleaora . Oliphant a.nd Gaaton wre abae.nt during th1a diecuaaion , 

but Ul'. GaltOn auboequentl;r 1ndic&tod hil 8080Dt tO the decision. ) 

(li&DJ11n1 letter: .l ropl7 to tho CU&DD1D1 letter of 

!loY. 10 .. , agreod t o and proparod for tho Secroter;r• a signature. 

Bank of Aaarica lethr: llr. t1»1>a11 roportod that he had a 30-

page draft of a ropl.7 to tho Bank • o d1roctora but t hat he waa d1o­

a&t1afiod with 1 t and had another group worll:ina on &Do thor draft 

Which would be coaplot ed by the ond of the wook. lie aaked tho 

op1D1oD of t ho group on whether tho loUor ohould bo a broad rebuttal 

of the 41rectora• letter or a po1at-by-po1at rotutation of -.ob 

otatoaont •do b;r tiM 41roatoro. a. aloo aoll:od 'ftot!Mr the ropJ.7 

Ohould be aade the fo.-1 lottar of warn1111 a4ar -uoa 30. 
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eo._,.aeua ot tll8 ~oup ._. tlld tile ... P~ to \!I.e 

direotorl ohouJ.4 bo ODe ot ... lllJI& \118 t ... fiiDd-\11 poi.Dtl 1.11 

tho CQOiptroller ' o poaitioD and \118\ a Mparate, .., ... de\alled 

lottor of warn1Dg ohould be prepared aD4 tent t.1 IIOOD u poeeibla 

attor tho reply to the diHotore. Tb.ie letter of warniq, 1t wao 

poi.Dted out, should reach thl 8aDk befOH the oDd of thl year 

so t hlt the r egular 8DJII1nation of the llelllr:, wllich will bee;i.D 

ear~ in 19:19, can be uoed to detanoiD.e wllether tll8 letter or 

warniDg hao bean heeded. 

111lcox IAt\ero: Ponione of the letters referr1"8 to 

the Bank of America can are to he photoe\atod. 

IISD 

• 
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11/19/~ 

Dear Mr. Douglasr 

I have your letter of November 17 1n whioh you r e-

queat that we furnish the Commission, for inspection and 

use 1n public bearings authori&ed by the Commission, reports 

of the national bank examiners on Bank of America 11 . T . 

& s . A. for the period 1931 to 19~8 inclusive together 

with copies of a ny contracts, agreements, and other 

sources of material referred to 1n the reports as may 

be available 1n the files of the Comptroller of the 

Currency . 

Pursuant to your request, I am attaching for the con­

fidential use of the Securities and EXchange Commission 

the examiners' reports requested on condition, however , 

that none of the material 1n ~hese reports will be used 

in &nJ public hearings without first obtaining my approval · 

in writing. 

S1ncerelJ yours , 

(Signed) H. Morgentbau, Jr. , 

Secretary of the Treaaury 

l4r . •11ll1am o. Douglas 
Cllt.irman 
Securitiea and EXohange Cammisaion 
Wub1ngton, o . c . 

EHPJr/met 11-18-~ 

(Initialled Up.) 
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IID.,..ber 21. , llllll. 

ll0110rao4\ll to: The Secretary 

Ur. Uphalll 

This 1a \he letter I propooo tor 41reo~ra 

or Bank of America - ~ be followe4 later by • 4o­

ta1le4 l otter of warning. 

Regraded Unclassified



T~la ottlce baa previously acknowledged your letter 

ot October 11, 1938. I ~ish here to reaffirm our poeltion 
•ltb reepect t o tho major pointe which you diecueo in that 
litter. :tn order that tba problel!la involved My be perfectly 
cloer , I wiob to outll.no onco aore the major aepecta or your 
bo ,Jc which conotitute a d&Jl8•r totba public intereat. 

Thooe upecta canter about the tWD facta tbat eo .....U 
a ""rtlon or t ba t otal tunde ot the b""lc 1a capital tunda and 
that eo lorre a proportion ot the t otal tunda Ia 1nveetad in 
tlxed or bazardoua eeaets. Either one ot tbaao two tecto by 
itealt •10uld be cause t or alam, but axhtlng oiaultanaoualr 
In t ho same 1nat1tutlon , tbay eeeume INCh ocro eerloue pro­
portionu . Their slgnltlcance with respec t to t he public inter­
est Ia atlll further enhanced when they exlat In eueb a gigan­
tic l netitutlon having such rar-tlung operotione aa tho Rank or 
>.r.erlca , lfutlonal Tr ust and Sa'f1nga Aaeociatlon. 

Tho bunk has cs pi tal funds equsl to about 6.• percent 
ot ito t otal funds . This compares with an .. ull8t od 10.9 per­
cent for t ho banks or the country aa a whole. It aoana that 
if t~e eeeeta were to depreciate 6 .4 percent 1n ~ue, or 1f 
l . 4 percent ot t he assets were to prove to be l ort hlcs a. t he 
hunk wo·•l d be inaolnnt. 

OD t ho otb_r hand , 14.2 parcont or the tunde ot the 
bank are Invest ed in fixed enrl hazardouo aoeeta. when tbla 
percentage Ia oo::~perod dth 6 . 4 ll"roont tor t l!e eopl ta l, t !le 
U r louan 88 Of the eauation bOCOIIOO inoacapeble. Some ot t ho 
fixed ot aeta and all ot t he hazardou~ a asete h ve no place in 
a roo4 baak. 

It Ia not the tunctton or thi s orrico t o dictate or 
eve• to au,•~:eat tho speoiric practlcea which abould be followed 
by tho bank. Howovor , it u~y be ueerul t or you to huve our 
opinion concerD!ng broad principles which are Involved. \'lhen 
a bunk I s in ouoh a precarious position, e'fery poae!blo atop 
n.uat be taken to improve that pOaitlon. But in tho ~~:eantlme 

• 
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I tt o;>eraUons cust be carried on wl.tb ))41l'Uclller circUI'lapec­
t.lon o illCd 1".. ca. u.ot sa!ely bear ne\f riuk'e euch aa can be 
6 11wuod b~ a ~ark which is in • oound con~1t ion . 

The .u1n lons-run concern or the directors or this 
bank · uot be t o increas e t he c opi t81 until i t boors a reooon­
ubl e r ol otion t o the total funds or the bonk a nd to di spose 
or tho M u.rdo••s oeoets until thoy are reduoeC to nOJllinal 
pro port ions . 

It capital funds co"not be i~odiotely increosed ade­
~uately troc the sale of stock , t he eor ninge or t he bank nus t 
ho urad to bull~ up t hecapitel an rapidly no pooeible . And 
ovo~ It capi t al cen be raised throUP> the oale ot pre ferred 
atoc , ear i ngo aust be used '<> r etire t hat a t ook. 

On t he o t her han<. , hazardoue a saet a nuet ~~ d ioTlOsed of 
uo rapidly ao poaaible . Aneta muot not be held with. a Tiew 
t~ prof! tine fro.· a nroblolt8tical r h o in value. An a sset "hlch 
could not legitinotely be bought cannot l eeltlrately be held . 
If t~ere are probably l os ses 1n the aesets ot t he bllllk , those 
loues s'lould be r eali:z.ed no,- . Order ly l1qu1dGt 1on of the 
haza rdous oaeots of this benk iG absolutely neceosuy. 

Tho ~ffo1rs of this bank <·rus t be <li eentanrled from those 
or Trunoemor1co Corporation and other corporat ions domin' ted 
hy t lto SO' a l!'".ungo""'ent . Tho present me.nipuloted situation con­
otitutoe o violation or tho spirit Wid l etter or henkint~ law 
·.;,lch ce.n no lOft80r be tolerated. 

Finally, 1! ths Board of Director • reall y wlshos tc ro­
fom th~ bank and make it a credit to the State or Callforn1o 
and the nation , i t will r.a~e a serious att eapt to ascertain 
t he true c ond ition of the ba:>k. Uoth1na i a t o be r a ined br 
ar.yone cnncer~od retusing to tace t he true con41t1ona. I hope 
t hat your casoittoo which i s s t udying t ho ol t t ion will be 
but t!Jo begl.nning or " new era in t he h1ot ory or t 'le hanlc 1n 
.. hi c'l t"" bo" rd will reelly pert or:> t he f unction or determ1nill8 
and dlrectlnr, t he operating pol1ciao of t he bonl:. This office 
~ 111 bo MOst happy to confer and cooperate with your conni ttee 
at an t l Mo in detarnining upon s ound future policioo , 
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TREASURY DEPARTMENT 

COMPTROU.£R Of THE CURREJtCY 

Boercl ot DU.Ctora, 
Bank ot ._rica I.T.a s . .t.., 
San FraDcuco, C.llConU.a. 

W.UHINOTOH 

llovaaber 23, 1938 

lD turtber retereDC& to J<Nr letter of October ll, 
1938, th1a office bu linn ..,b tbou&llt &ad attention to 
tba attars UD:ler diacuaaiOD betoreen us. We aball be plaeeed 
to coa~ witb 7our requeat for a aatl..nc with tba II&Jl&&-Dt 
of J<Nr bank to clarif'7 the uaueo raioed in our letter ot 
S.ptuber 23, 19.38, at 6.117 tiae the7 aq care to coa to 
llaeb1:cetOD. 

lD tbe ....,tiae, we want to reiterate our polition u 
to the -•ai t7 tor the correction ot cartein practices wll1cb, 
tor oenral ;,.are, tan been tba wbJact ot eo IIUGb criticiaa 
in our report. ot .,..,,,.tian u wall u in cc..unicationa trc. 
thia office &ad in 1ntarrtan w1 tb ,-our otficara. . We -t 
contimM to inaut upon (1) proper otandarda of bent•...: JnC­
ticel (2) a rec!Joction in tho parcantoca ot criticUed ueete, 
&ad rH an 1DCreua in capital ratio. ... a&&1n MPbuiM t ba 
naceuit;r ot • •s.te action to acbU'ft theM corractiona, 
iDCludinc tba C<IIIMrfttiOD of Ml'll1llp . 

h can not urc- too atroncl7 tbet 7011 proceed witb 
onr,. poorer at 7our c-al to tba aDd tl:at theoa teak& bo 
partoraocl atfeetinl,- &ad axpaditioual,-. 
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ll:r dear ll.r. Dou8l&ar 

I b&ve :rour latter ot llov•ber 2S, liiSS, IUid 

cop:r ot the c_,iaaion 1a propoaed order tor a laariJia 

1n the prooaedinga agaillat TKne•erioa CorporatiOil. 

l'llrsuan t to :rour requ .. t I hareb;r ooDJiant 

to the pJ.blic ottiolal u ee b:r the 8eCIIU'it1ee aDd Ex­

change Caa.ieaion ae part ot t he propoeed proceedinga 

againat Tranll•erica Corporation ot a uoh ot the 1n­

tol'ID&tion obtained tr- the twent;r e:uainer•a report. 

ot the condition ot the Bank ot ~rica B.T. & s .A., 

and tive report• ot examination ot Traneamerica Cor­

poration heretofore turnilhed :rour Commieeion ae beara 

on the allegation• contaiJwd ill the propoeed order or 

uelldmente thereto. 

Bon. W1111• o. Douglae 
Cheirman 

Sincerely :rcura, 

(S1ped) B. Koraentbau, h., 
Secretary ot the Treaeur;r 

Seouritiea and Ezchange Ca..iee1on 
Waehington, D. c. (S1ped and dated b:r 1be 

Secretary •ov. 23, lila&, 
EBPJrjllat u-ea-sa 
Init1alledr 

12r08 p.a.) • 

(Delivered to llr. ROIP 
arae P.ll., ~. ea, ltae 

.. t) 
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12/8/38 

• ... 

(l) Iuediate ella1D&Uon of ~~ ~r1oa exoeu1Ye loa~~. 

(2) !be ell.&\llaUon b)' !raneuer1oa Corporation &D4 1h 

affiliate• of approx1aatelr fl&,ooo,ooo 1ft ••••t• purohaae4 

b;r t he bank." 

(:5) Bank to ~e tbat 1t w1ll not write up on 1te booke ~~ 

value of UJ)' a .. et whlob 1t retaille &D4 tbat no prof1t 1f111 be 

taken b7 t he bank on all)' ••••t eol4 to an aeeoo1ate4 ooep&ll)' 

Ullleae euoh eale 1e bolla fide &ll4 without l'IOOUl'll on the bank. 

<•l El1a1nat1on of the 1o~er real utatl 1 &ll4 thl real 

estate oontraote of Capital Ooap&ll)' and Oalifol'llia Landt, lno., 

within a fiYI year period. 

(15) A oeuat1on 1n the expanlion progru of the Ba.nlt of 

Amer1oa, N.f. & S.A. aDd of !raneuer1oa. 

(6) A ooneenat1on of e&l'll1np. 

'(7} Inol'laae 1n the oap1tal b7 teo,ooo,ooo b7 the eale of 

new etook at onoe. 

.. &6,600 lhal'ea lational Oit7 Ba.nlt IIO 
purohaeed troa ~AO on 7-1._:57 

Guaranteed Loan• 
Charged off aeaete repurohaee4 
fl'Oa !AO e~beidiariee on 7-1._37 

HerohU!te National Bealt)' Corp. 
other l'lal 11tate piU"obaled 
fl'Oa ~AO 

!O'fAL 

<~.hMr" Dll&Do'e off1 .. 12/ 8/ M ..... o of A off1oen J 

f 2,716, 800.00 

6,1100,000,00 

&,87&,000.00 

tu,ot1,aoo.oo 
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(l) x-4J,ate el1a1.D&Uon of She !Nu-r 1oa uoe .. 1n lCNIIl, 

(2) !be el1a1nat1on b7 'l'l'alleuer1oa Oorpont1on all4 1h 

att1l1atee of approx1aatel7 t l&,ooo,ooo 1ll a .. eh purohaae4 bJ 

the bank." 

(:!) Bank to agree that 1t w111 no' Vl'1ta up on 1h boolta the 

value of an7 aeeet whloh 1t reta1na and that no prof1t w1ll be 

taken b7 the bank on &D1 aaeat eol4 to an aeaoo1ate4 oo~ 

unleee euoh eale 11 bona f1de and w1thout reoouree on the bank. 

(4 ) n1.11l1nat1on of tha 1other real .. tate• and the real .. tate 

oontraote of Oap1tal 0oapanJ and Oal1torn1a lADda, Ino., w1th11l 

a t1n 7ear per1o4, 

(6) A oeeeat1on 1ll the expandon progru of the Banlr. of .AIIer1oa 

N.T. A: B. A. an4 of franaamer1oa . 

(6) A oonaervat1on of earn1nsa. 

(7) Inoreue 1n the oap1tal b7 ti!O,OOO,OOO b7 the eala of new 

etoolr. at onoe, 

.. 66,1100 &hare• lfat1onal 01t7 Bank ITO 
purohued ti'Oa !AO on 7-14-:17 t z, 71&,800. 00 

Guaranteed Lo11De 
Charged ott a .. eta repurohaaed 
fi'Oa !AC 1Ube1d1ar1ee on 7-l•-:1~,600, 000,00 

Merohanh laUonal Bealt7 Oorp. 6 , 8711,000.00 
Other real eetate pUI'ohaeed 
fi'Oa !AC 

t lii,091,800,00 
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KEMOIWIDUX Wl!B U:IIPI:C'f 'fO 'IIIOR'f A0UDA •, 

••••••• 
1. Imaed1ate el1a1nation of the 'franaaaerioa exo .. e1n loan. 

lihUe w do not acre• that th1e b an exoe .. 1n lou Wider 
8eot1on 6200, U.II.R.II. the total a.ount hal ~en reduoed 
"'· 700,000 e1Do1 the exaa1nat1on. 

2. The elimination by 'fl'&Deaaerioa Corporation and itl 
atf111atee of approximately tl6,000,000 in aeeete purohaeed 
by the bank. 

fbh hae been ruponded to UDder nwabere 2, 3 and <i of the 
1Long Agenda. • 

3. Bank to agree that 1t wUl not write up on 1t1 boolte the 
nlue of aJrf aeaet 11111oh it retaina and that no profit will 
be taken by the bank on any aeeet eold to an a .. ooiated 
oompaJrf unleee auoh eale ie bona fide and without reoourae 
on the bank. 

We agree with t h is prinoiple. 

•· El1a1nat1on of the •other real estate• and the real eatate 
oontraots of Capital Company and California Lande, Ino., 
w1th1n a f1Te year period. 

We agree with t h h program. 

~. A oeeaation i n the expansion prograa of t h e Bank of Aaer ioa. 

6, 4 oonaerTation of earnings, 

7, Inoreaee 1n tha oapltal by t ro,ooo,ooo by the eale of uew 
etook at onoe. 
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WBMORAtlDUII WITH ~PECT TO 0 LONO AOBNDA • 

"Real estate in the amount or $1, 578, 005.49 now being car- , 
ried under BaDking Houaee should be transferred to the 
other real estate account . • 

This item cons ists of various pa%'Cela of r eal estate, some 
ot which have bean aold and some or Which have now been 
occupied by branches . The remainder will be tranaferred 
to the other r eal es t ate owned account aa r equested, with 
t he exception of property at Pine and llontgomery streets, 
snn Francisco, carried at $1,280, 000, This latter property· 
is planned tor use as a head office and the bankbls agreed 
to transfer this amount to other real estats owned account 
1t its plans for the occupancy of i t have not matured by 
the second examination next year. 

2. "Real estate 1n the amount of $5, 875, 000. 00 illegally pur­
chased by the Merchants National Realty Corporat ion , a 
.nolly owned aff i liate, from Transamerica Corporation 
through Capital Company should be removed tor cash. " 

This item has been reduced to $4, 700 1 000 . While the terms 
ot the contract would permit 8i years more tor the compl ete 
11quida t1on we will e ndeavor to obtain liquidation com-
plo tely by July 15, 1942 . 

3 . "The illegal repurchase of the charged ott assets in the 
amount of $5, 524, 096 .0S from subsidiaries or Transamerica 
Corporation and guaranteed by it should be removed for 
cash . " 

Now r educed to $4,700, 000. ~e wi ll 1na1at upon the terms 
or this contract being carried out . This calla for liqu1da­
at1on at the rate or not less than $1, 300, 000 per year and 
complete eliminati on or the items by July 16, 1942. 

4 . "The illega l sale or Nat i onal City Bank stock in the amount 
ot J2, 716,800 , 00 by Tranaamerioa Cor poration to the bank 
should be removed tor caah. • 

Now reduced t o $2, 200, 000 . 
we will endeavor to obtain 
from Transamer1ca by 11h1ch 

In order to improve thia asaet 
a definite agreement of pU%'Chaae 
th1a stook will be r epurchased 

' 
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in aMUal inatallaenta or ll 1500 abarea on Jul)' 15, lQIIQ 
and annuall)' with the co•plete elt.ination b7 Jul:r 151 1942. FUrther we will endeavor to obtain a general pledge agreement from Traneuerioa Corporation t)'illj in the 
collateral now pledged to eaoure thea .-rant••· 
0 'fbe illegal purohaae ot Bational CitJ BaDlt atock 1n the 
amount or $79,600.00 from Traneallltrica General Corporation should be removed by it tor caah. • 

VIe will either aall this item or eliminate it by charge 
oft . 

s . •stooka and bonds illegally ao~uired totaling $1, 384,358. 04 should be disposed or b7 sale. 

All items 1n this group either have been or will be removed, 
with the exception or tsos,ooo pa r value Barl Pruit Compan;r, 
with respect to llhioh t ho e:uminars and tho ba.nk have agreed 
as to legalit;r. 

7. "The remaining balance ot $2,825 ,1597 . 55 of the original 
bond write up, l eas apilicabla amortization reserves, should be charged ott. 

e. 

This item will be removed b)' the next e.xam1nat1on. 

"Dei>reciation on banking houses and f1.xturee 1n the amount 
of ~3 , 200 t553 .76 ·taken tor income tax purposes should be charged ort and full allowable rate. taken 1n the futuro . • 

We request that our present depreciation scbaOula which 
would al1m1nata the depreciable investment 1n banld.ng 
premia a a, furniture and t1.xtura a b;r 1952 be oont1nuai!. 

9. "'fhe sixteen loans 1llegall7 made on 1277 ah&rea or bank ' • 
own stock should be illllladiatel:r corrected. • 

This itaa baa been corrected. 
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"Tho illegal and other orit1ouad portiona ot tho Tranl­
uiOrioa Corporation Largo Line in the aggrepte aaount 
ot f76 ,203,902.U obould be eliainated. Ot thia aaountl 
$44,763,677. 92 1a olaesitied ae alo-t tlt:I26&943.S4 ae 
loaa and $15,750, 000.00 is oritioieea unaer other Loane 
Eapeo1a117 Kontionedl• 

Thla oonoontrat1on baa been reduced ta
1

2oo, ooo ainoe the 
data ot the exam.1nation. Guaranteed oana and option to 
purchase have been referred to under numbers :1 and 4 above . 
Real estate contracts on tho baeu ot saloa are expected 
to ontirol7 l1cp1date in approx~tal7 <l 7ears·. 

"Tho A. o. Stewart Large Line in tho &lllount ot $11, 01:1,003. 96 
which is olaesitiod as $4, 500, 000. 00 slow should be re­
lieved ot its heaV7 dopolldono7 upon default od railroad 
bonds either b7 reduction or substitution of more read1l7 
~~~&rial table colla toral . • 

We have not agreed with tho olaaaitioation ot this itea 
and Jequost a detailed review on tho next examination. 

"The Impounded Gorman Crodita in tho amount of $7, 96<&,961.76 
whioh ia olaasitiod as $3,723,<&41 . 32 slow, $2,097,219 . 46 
doubtful and t21oo~!goo.oo loaa should be charged dom 
to ita present iq ating value . • . 

Tho loss classification of $2, 000, 000 baa boon· charged ott. 
An additional $1,000, 000 will be charged ott during tba 
currant examination now in progroaa and tho balance ot 
tho loss olaseifioation will be o.hargod ott at tho next 
OX&IIIination. 

"Practice of acquiring illegal aseeta fraa unit bank& 
converted into branches IIIWit oeue . The -Jor portion 
ot the $18,613,693.74 of illegal real eatate mortgagee 
wore acquired in this manner as well as the ·$96,391,242.02 
of ohbor real estate acquired since oonvars1on in 1927.• 

We agree with this prinoi~la. 
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"Domant balances 1n the amount or $620, 732. 94 have been 
oontiaosted since 4-10-33 through service charges which 
should be restored and properl7 shown aa a deposit 
liabilit7• • 

We have requested that this be oonai der ed by our counsel 
and counsel tor the department. 

15. "All d ividends declared and unpaid should be dedudld 
f r om t he undivided profit account and properly shown 
aa a liabil1t:y.• 

Correction haa been made . 

JD , "No new loans should be made on the bank '• own stock and 
tha t or Tra.naamerica Corporation and all auoh loans now 
held should be elimlnated aa rapidl7 aa possible: • 

With regard to loans on Tranaamerica stock we agree with 
t he principle, with occasional exception where stock­
holders DUlY require moderate amounts tor their business 
purpoaea and can demonstrate their ability to repa:y without 
r elying upon the sale or the stock. 

17. "All loans to Transamerica Corporation and ita allied 
int erests should bea.r the prior approval of the Board 
or Directors which should be apeoifioall:y noted 1n the 
minutes . • 

18. 

q e agr ee to this procedure. 

"All loans to Transamerica Corporation1 ita subsidiaries 
and their allied interests should be l~ited 1n the aggre­
gate to 1~ of the unimpaired capital and au.rplua of the 
5ank other than those g~ven tor the legal purchase of 
assets and those that can be legall7 made ba sed upon 
liated securities or corporations other than those a l lied 
with Tranaamer1oa Corporation.• 

We agree to conform to the provieiona ot Section 5200. 
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-.-
"'lh• waltar. ot '!ftll-rloa Corpontloa -.t bo •­
pletelJ d h oroocl tll'Dil tho nl1'aro ~ tiM beAk at load 
until noh t S.. •• 1t b .. boon roatorocl to a aatla­
taotoi'J ocodltlon . • 

It 1e our oonT1ot1on tbat !1'11Da ... r1oa baa prS..r1J.7 
held the weltaro ot tho bank tol"UUIat 1D. lta oona14or­
at1on and wo are oontldont will oont1nuo to do ao. 
There oan be n.o baa1a tor dlaagr.-nt 011 tho prlno1plo 
enuno1atod. 

Copied 12/12/~8 

• • 

• 

• 
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CO PY 
Rovember 25, l~B 

roR THL J i>CRhTARY: 

Tho Banking Group -- Yeaaers llanos, Taylor , Delano, Up­

bam, Gaston, Duffield and Foley -- mot in Mr, Hanes office, Tho 

conconous of the meeting was that Secretary Morgenthau need not 

cal l President Day of the San Francisco Federal Reserve Bank on 

tho Tranoamerica-Bank or America situation which might develop 

following tho issuance of the SEC order against Transamerica. 

J.lr , Upham said t hat he would have ready llonday a draft 

of a f ormal letter or warning to go to tho Bank or America and 

that he wanted it sent because he felt he was subject to some 

criticiam for delay on the lettor. Thoae present, other than 

t.:t•, Upham, expressed the opinion t hat the Bank should be given 

a reasonable t~ne in which to answer the Comptroller's letter ~f 

llov . 23 before the lotter of warning is sent . 

Mr . Duffield suggested that the SEC be advised to 

t be copies of t he bank examiners' reports whi Ch are in the pos• 

sess i on of the Bank of America to forestall possi ble legal ob­

s t acles and criticism or the Comptroller for making available 

office copiea , Yr. Foley sa id he would paaa the suggestion on 

t o SJ:C counsel , 

Mr . Delano said that T01111f1Y Corcoran had bro)1ght to him, 

after a conversation with Mr, Oliphant, a proposal for a bill to 

insured small business loans up to eo% and to raise the insurance 

fund by a l% tax on bank deposita. He aaid that Cor coran wanted 
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'l'reuul'J olearanoe 011 the blU, ha'liaa obtaf.Aecl 8BC &ppi'Oftl, 

and that a dratt ot the detaUa ot t he plan •• to be aat 

to b1JD, Jlr , Banea, Jlr, Tt.7lor, Jl.zo, O&at011 IUI4 ll.r, Dut't1el4 

expreaaed dieappro~ ot the bank depoalt tax feature. 

(Initialled) BSD 

• 
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FOR TJIB SBCllllll'.I.RY I 

Mr. Crowley ot the PDIC and the -'ber• ot the Trea~ 

Banking Group - Meaara , Banea, Taylor, Delano, Upham, Olipb&Dt, 

Gaston , Dutt1eld, and Poley - met 1n Ill'. Bane a' ott1ee to diacna.aa 

a proposed letter ot warning t o the Bank ot America, N. T. & s. A., 

wh1oh was prepared under Mr. Upbam 1a direction. 

Mr. Delano raieed the question ot whether the letter ot 

warning abould be aent betore the Bank bad bad an opportunity to 

answer the Comptroller ' a letter ot Jlov. 2~ which lett the way open 

t or a contorence with the Bank. 

Mr. crowley warned that Ill'. Giannini wou1d make capital 

out or any long dela y in anawering hie letter ct Oct. 11. Ml'· 

Oliphant said that be b el ieved t h e Trea~ had determined to pro­

ceed aa rapidly aa poaaible under aeot1on ~ and that the letter 

ot warning sbou1d go aa aoon aa 1t is ready. Mr. Gaston, &lao 

urging that tho letter go u aoon aa poaa1ble, a&id that aen4'J!C 

tho letter wou1d ahow the 'f1'ea~•s detal'lll1n&t1on to proceed &114 

alae would prevent tho Bank tr0111 ola11111ng 1n any eonterenca wi til 

tho Comptroller that ita detailed detenaa wa1 unanaweredJ the 

letter cou1d be worded to a-.o14 any 1a~Pl1ed dieoourteq 1n eaD4inc 

1t before ba'fiDg a repl.y to the lo't'o 23 l.atter. 

Mr. Banu ea14 that he tbongbt HJI41ng ot a aaeoD4 l.attar 

without waiting tor a reply to thl t1rat 'tl0u14 be diaOOIII''-a &114 

would be eo eonai4era4 it the record ot the oaaa were -..r .ada 

public. It no reply to the Jlo'lo 23 lettco "" I'&Oe1'n4 wltllala 

• 
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tour days , the second letter could go, and, it a reply were 

received, the second letter could be sent as an agenda of the 

conference to be held with the Bank, he suggested. 

Jolr , Upham urged that the letter ae written be sent today 

and that no longer delay was to be tolerated . He said he was 

greatly in.nuenced in his opinion by the tact that t he moral.e ot 

his start had been harmed by the letter ot Nov. 23 which the start 

considered to be more ot the temporizing tactics characteristic 

of the past 10 years . 

Mr. !Xt1'tield suggested that the Group might want to go 

over the letter carefully with the technicians Who bad written 

it and that this procedure would consume enough"time so that the 

letter would not be ready to go to the Bank until the Bank had 

had ample opportunity to answer the Nov. 23 letter. Mr. Taylor 

expreosed a similar view emphasizing his desire to check the 

letter carefUlLy. 

A meeting was arranged tor 3:15 p . m. Nov, 30 to permit 

tho Group to discuss the proposed letter with its drattera. 

Ur . Delano said that he wanted the letter earetully pre­

pared because he had received int imations rrom the Federal ReserYe 

Board that the Treasury ' s case should be a good one before it is 

l aid before the Board under section 30. Mr . Crowley said he 

believed Giannini waa drawing comfort from a feeling that the 

Federal Reserve was not supporting t he rest or the supervisory 

agencies. 
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During the meeting Mr. O.aton told llr. Delano that 

newepapermen wanted to see him about the SBO Tranaamer1ca order. At 

Mr . Delano ' s roqueat the Group expreaaed the opinion that the 

comptr oll er anawer no queationa about the Bank 1 a condition and 

decl ine to di acusa tho SEC order. 
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November 29, 19~ 

FOR THE SECRETARY: 

The Comptroller'& l awyer& who have been working on the 

so- called letter of warning to the Bank of America told me to­

day 1n l&r . Foley's office that they did not think that the 

Tr easury haa a case against the Bank under section 30. The 

letter which t hey had written and to which a formal warning 

paragraph had been added was drafted merely aa a letter of 

criticism and not aa a letter of warning in tho legal aenae, 

they said. 

I told them I thought we had a case and under question­

i ng they conceded that they would agree to baaing a ease on (l) 

the dividend policy, (2) tho real estate juggling o!' tho bank 

and possibly (3) the large extension or credit to Tranaamerica 

by the Bank. Pointing out the decision of the Banking Group 

to proceed, aa did the SEC, on the baaia of those chargee of 

we are aura, I urged that the proposed warning letter be edited 

down to those charges and sent. Their. objecti on to this sug­

gestion was that they preferred to develop the whole case instead 

of only parts or it. 

During my absence from the room to attend another con­

ference the lawyers and bank examiner pr esent decided to suggest 

to the Banking Group that the letter drafted under Mr . Upham 'a 

direction and sent to you by him not be uaed aa the letter of 

warning. Instead the l awyers decided to write a new latter 
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ot warning based on a 30-pago detail ed dratt prepared b7 t wo ot 

tho examiners and one or t ho lawyers . Thie procedure tho1 said 

mi ght take t wo or throe weeke . I objected t o tho prospective 

delay and sai d I hoped tho1 would tr1 to CO=Ple to two or three 

bi g charges qui cklJ . 

Tho whol e matter will go betore tho banking group • 

• 
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FOR •rHE SBCRErARY: 

The following peroona met in Mr. Hanes' ottice to 

discuss a letter of warning to the Bank ot America, N.T. & 

s . A. , Hanea, Taylor, Oliphant, Delano, Upham, Duttield; Fol ey, 

Robertaon, Kane, Mulroney, Folger, and Smith ot the Treasury, 

and Cr owley and Jonea of the F .D.I . C. 

Mr. Oliphant said that tho letter ot warning propoaed 

by Ur . Upham under the date or November 28th waa not one tor 

which he would like to take responsibility. Be aaid that he 

wanted to atart with a more complete letter worked out by the 

bank elUII!liner and one lawyer and to take trom it thoae portion& 

of which he coul d be certain . Such a procedure he said would 

take two weeks or more. 

llr. Delano agreed w1 th Llr . Oliphant and added that 

the letter ot warning shoul.d be prepared in final form as aoon 

as posaible and ahou1d be very ·complete. 

llr . Robertson ot the General CoWlsel's ottice said 

that he thought the letter proposed by l.!r . Upham shoul.d be sent 

not as a letter ot warning, but aa an 1ntor1m letter to answer 

the reply ot the Bank made on October llth. 

l~ . Duffield objected t o the sending ot the letter 

Baying he thought it was an inadequate reply to the Bank's 

• 
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octobor llth letter and that tho Logal Department should not 

tal!& the tiDe to make it adequate, but should proceed with 

work on the letter of warning . Mr . Foley said he thought the 

lettor should not be sent , 

Mr . Upham eaid he strongly tavorod sending the letter, 

tw. Hanes said he thought it should go, and Mr . Taylor said he 

thought whet her i t was sent or not made little difference, 

Xr . Delano, although saying that he preferred not to 

contuse the issue with too many letters, aaid that he would send 

tho le t ter proposed by lOr . Upham aa an interim letter if that 

wa• the sense of t he group, and if tho Legal Divieion assu.red 

him that there was nothing in the letter which would prejudice 

tho sending of a warning letter later. Mr. Oliphant said the 

Logal Division would be glad to go over the letter with this 

point in mind, to tell Mr . Delano whet her the letter would 

hampor l ater action and to leave with him the matter of whether 

the letter should be sent • 

• 

• 
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(CICIP!) 

The Coaptrollor of tho Cll:tHDOJ' 1• of tho oplnlon that 

1! ln • forlhooalq oollfon~~eo with tho ropreoontatina of 

the BoDle of Aurlca, N.T. ~ S.A. of 8Lo l'raDClaco ._ .. .at 

can 1le roached on the -Jor pciDta or crltlcl• lined below, 

a oatlof &ctoi'J' baala for th• denlopuat of a prograa or 

oorrocotlon bJ' the bank 11111 han baen roached: 

( 1) A ceaoatlon 1D tho orp~~~alon procraa or tha Bank 

ot Alllerlca, N.T • .t. S,A. ae lt rolotu to tha ootabl1e-nt 

ot bran.cheo. 

(2) A consenatlon ot oe.rlllnga and PI1'01Jlt of dlYldndo 

not ln exoeaa ot elx per oent per &nnUIIl on per Yalue. 

13) EJ.1a1Datlon ot the •other real uto.to• and tho 

real enate contracota or C.plto.l ColoJ>IDT llllll c.lltol'llla Lalldo, 

Ill<>., ir1 thin a ti'f8-J'ee.J' period. 

(4) lll<>raaao 1D the coapital bJ' not lou the.D $2:1 alllion 

by the ao.la or new atocok o.t once. 

(~) The elLmlnation by Traneamerico Corporation and 

lta o.ttlliatoe ot approximately ~1~ mi llion in aaaoto illegellJ' 

purchued by the bank, 

(6) Z.o41ate olim11>1ltlon ot the Tran...,erica oxceseln 

loan aad ell or1ticleo4 borrowing• ot lto attlliateo • 
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Honorable ~larriner s. Bcclea, 
Chairman, Board of Governors , 
Fedoral Reserve System, 
\'lash ing ton, D. C. 

Dear Mr. Eccles: 

Confirming our diacuuion of laat oven.1ng, and tor 
the confidential information of yourself and the other 
members of the Federal Reserve Board, there ia i tauizod 
below t he major points of criticism which will be used aa 
a basi s for a conference with repreaentativea ot the Bank 
ot America National Trust and Savings Association or San 
Francisco . 

It 1a believed by th.ia office that 1t substantial 
agreement can be reached on these major points or criticism 
a satisfactory basis tor tho development of a program of 
correction will have boon roached. 

(l) A cessation 1n tho o.xpandon program or 
the Bank of America, N.T . & S .A., aa it relates to the 
establishment of branches. 

(2) A con.aervation or earning& and pallllent or 
d.i videnda not 1n excess ot six per cent per annum on par 
value. 

(3) Elimination of the "other real estate" and the 
real estate contracts or Capital Company of Californ.ia Landa, 
I nc . , within a five-year period. 

(4) Increase 1n the capital by not lese than $25 
million by the sa le of new stock at once . 

(5) The elimination by Tranaamerioa Corporation and 
ita affiliates or approximately $15 million 1n assets il­
legally purchased by the bank • 
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(6) :r.aed1ate elia1Dat10D of the Tralla•er1oa 
oxoeea1vo lom. 

Wo would be ploaaed to reoe1ve any .usgeat1one whiob 
you may oaro to otter. 

• 

Very a1notrely youra, 

(s1snedl 

Preaton Delano 
C<lmptrollor ot tbe Currency 

Regraded Unclassified
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O.ar llr, Delano : 

Concern1118 our connra&Uon ot thio afternoon, re­
garding ijank of Aaerica, Nationol Truot and SaYingl Ael001at1on 
Tranoamerica Corporation and related intareoto, in connection 
with which you submitted to ae a aUIOr&nd\110 pre!Bred tor you 
by your tocbnical ata.ft, I enclo .. herewith JA'f ideas aa to what 
ohould be done 1n t his connection. Furth snore, in order that 
tho progrooa which baa already been aedo •1 not be loot, I feel 
that wh1le the .. requirellento are bo1118 preeented and -t your 
progroa abould bo rapidl'f carried torwarcl preparin8 a torael 
worn1118 concorn1118 an;, Yiolat1on ot law or unoate or unoound 
proct1001 which your otfiCO haa fo\1114 tc ban boon a-ed a 
by tbio bank or ita ott1oere or <llreotoro a tbe paot. 

Thll Corporation hal insured depoolte in this one 
bank amounting to oYer t GOO ,OOO ,OOO and io Yitallr interested 
in all tho banks controlled br thle oamo Cl8llagOIIIOnt, In our 
opinion the condition and practice• of the bank are ouch •• to 
jeopardise mtorlally our interest therein, 1'/o han tho utmost 
con.f1denco that your office will be able to oecuro oorreoUona 
ouoh that this bonk will no longer oonot ltuto a hazard to t hi• 
Corporation. 

It we can be ot any ••nice to you. 1D connection 
with e&cur1n.g such correc'\1ona, rest &11\U"ed tbat we wlll be 
moot hippy to do anyth1118 wHhila our power. 

1~nor,blo Preston Delano, 
COJAptrollor or the Currency, 
Troaaury O.partment , 
Waohington , D. c • 

• 

Vary trulr yours, 

LBO T. CRO'.ILEY, 
Cbo i man • 
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TM •Jor oorreoUoao wllioh uect to bo -- 1a 
Tho BaAk ot Aaer1oa R.T.a&.A. 

1. co.pUal muot bo "-*lidol7 1aorouect b7 •lo ot a441U011al 
otock in ID t.IIOIIDt not lou thaD fll(l,OOO,OOO. 

2. TM 41Yi4o4 pol107 baa boon oDtirolT too 11borol. !o.rD1ap 
awot bo oonaono4 to d1JWiato WIMtlataotorT aaaoh &114 to build 
up cap1td. DiYidond pol1q own bo ollbj.ot to tM approTOl ot 
tM CcaptroUer of tM Cllrrco7. tJDUl not1tio4 to tM coDtrorT 
b7 t b.e Coapt roller ot tM Cllrrono7, all !'Mlhecl bolld approclaUoo 
wet bo ploco4 1o a -ur1t7 Tllii&Uon aooount w!Uob 8Ut be uao4 
OnlT to Mit IICVit7 ln ... a. AOCoUDU.q prooU.CII .... t be followecl 
wbiob will acourotel7 re.noct !'Ml1zo4 aot protUo. 

3. Tbia bonlr: aut not IZJI8lld the n_,er ot ito ottlc... Tho aanaae­
aont ot tbia bank must -sre• to engoco 1n no turtbor ~oion 
ot banlciq oparotiona until, 1o tba opinion ot the Ca.ptroller 
of the Curreno7, tbo a .. ah of the bonito PHHntlT oporotecl b7 
tb1o management are placo4 1a a eat1otaotor7 oon41t1on. The 
111&11180 .. nt wet not expand 1 to bank1"8 oporoU.ou tb.rougl. tM 
Tro.niUorloa Corporation or 1a 1117 other Mnner. Tllio applieo 
to operations both w1th1a and without tbo Stoto ot California. 

4. Tba bonlc !OUst prooont to the Coaptrollar ot tM Currt~nc7 a a\lo­
toctoey progroa tor el1JWiat1on of tbo ~her Rill Jatote 1aol1141q 
tMt proMntlT cerriecl b7 tiM bank ao oontrach of California 
Lando au4 Co pi tal CoaplliT to purohaao. TMao contracts auat be 
1ncllldo4 1o tM ~her Rill latota Aooount. l'lmlH ooqu1o1Uooo 
of rMl .. toto b7 the bank -.t be cerriecl •• o110h on ito boob. 
TM rMl ooto\o which lao baon bald tor .oro tbon tho 7ar1 
wet bo diopooect or "-diatel7 or ... rT rapi417 written ott tbo 
bookl. All real eotote which benoetorth ooaao to ban been bald 
tor fi ... TMr• ••t be wrt ttc ott "-ecliahlT at the en4 ot ouoh 
period or ocaplete ftl~~&Uon reaoneo .,..t bo Ht up. 

0. Trv.ouarica Corporetion &114 ito attlllateo 111111t ellainote trc. 
tM bank tba aoaota which the lothr 1llepll7 purob.aaod frca t hea. 

6. toano to Tr.noa.orioa Corporation and ito att111atao ...at be 
bro\lgbt w1tb1a tba liaito of the low &114 all or1\1oiao4 portiou 
of tbeao loaao ...at be 114equata17 o.ourecl or olia1nato4. l'lo 
turtb.er uteao1ono ot cro41t ab.oul4 be aide b7 the bank to theao 
Corporationo or ueociatect antorprie ... 
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7. x.oua on Tru-er1oa COrpord1on •-It, !Mu upon \be awol< ot 

~ho b&lllc UMlf, IUid llbaroa of the awolc owoo4 by tho baDic -
bo rooon4 rroa the b&Dic. 

e. A procz'U mwtt bo aubll1tto4 to tho Coaptrollor of tho Currooc7 t or 
ro4uo1DC tho oarry111f! nl.WI of the I!&Dit1DC llouM, :PIIrn1t~~ro ud 
rut~~roa, to the uoWit 11111oh would proft1l 1t proper 4oproo1aUoa 
111.4 boon taken 1n t he paat. Proper doproo1at101l awtt be talclll 
o..rrontl.7 1.D the r..ture. 

9. Tho dol'llfJit 4opoa1t accoWite llhioh he'IO bMn oollf1-to4 thro"Ch 
aen1co ohargoa a uat be roewro4 aa a Uab111t1 of the belt. 

10. llll loeMa claaa1f1a4 b7 the aall1ur •• of Aprll 28, 19:59, aut 
bo char&ad ott. It aaeeh ao clan1r1o4 he'IO bean aol4 then tho 
roallzod loaa auat be reflected. 

Regraded Unclassified



CO PI' 

Dloeaber 15, 1938 

Dear~. Olannini : 

Shoul d your bank d.etemine to inoreaee i te oapi tal 
ot ock between no>~ Wl4l .TUne 30, 1939, throu6h the 1seuance ot 
preferred. stock , t his t:orporntion w1ll purohaee on our usual 
terna any or such stock not subscribed tor by otockholders , 
or • e will lend upon any such stock. 

The di• idend rate on preferred stock which we buy or 
lend upon is ~1/!$ per annU1l upon the price paid tor or 
louned. upon t!UCh stoe!t , but eo lona eo di1'idende are paid 
P"""'PtlY ee they ""turo :n ie cccepted. tor t he current pay­
~nt. Thi s arrans~nt continueo unt i l the stoc~ i s retired 
cD4 o:e will accept Government bonda a t pctr and. eccrued in­
tereet In retlrooent ot ell or any part ot the stock ot 
01\Y t11r.a . 

lie cnn only buy or l end upon preferred stock in a bank 
ct tho request of the Socretnr:,r or tho 'l'reesury and approval 
or t ho President , but I aM aur a thie will bo readily forth­
oominF. when tho crlticizod !tom' now In t he bank are adjusted 
to t he oatistaction or the r.onptroll or , lncludin~ an under­
etandlnp with regard to further expaneion by your hank and 
t\o.t or ~·ranswnerica Corporation ee a bank hol ding conpany, 

V.r . L. !'. 01onn 1n1 
l'l·eoident 
IJ4nk or Americo N.!' , & S.A. 
Snn frnncteco , California 

• 

1•1 Jeeee H. Jonee 

Chat roan 
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lUo:t:OXSTIU'G'I'JOX ·'L~.\.~CE GOUPOlt.\TIOX 
W.UUIL~QTOS 

, .... ,., .. , .. 
I ••• te oaol••• ~oPowlt' letter I••• Yr. L. 

~. Ol aaalal, troeltoat of ''• laak at Aaorl••• to ••••r­
a\la fraetoa Dolaaa. Gaa,trollor of ''' C•rr•••J• wlt' 
•• •••••••• ••••••••-- ••••rtac ••• ••4orataatlaC ••••••• 
wtt• Mr. ataaalal ••••••tlaC ortttol••• lt••• aat ••• 
tatara ,alloy of ''• •••k• 

t•• •••••••••• ,, •• •••••• ., •• ,, , ••••• 
•• • ••• ••• tol••••••• '•• Crowl•T ••• aleo •C•••• to 
tt ta ••• •••• ••••••• •• wall aa Mr. Dal&ao. It la •7 
••••rataa&laC ,,., Kaaara. v••••• r ol cor, latt• aa4 o t harl 
at ''' Caa,trallor•a attlo •• oaaoarra& wtt• yoa. 

la aa effort to •••••• Mr. Claa ala l t~at aalthor 
''' C••••••llor aor Mr. lol car waro aatatr ta •t• •••• 
... , were oaly tr,-la' \o tleo'a•rC• \'ae t•tl•• of \belr 
etfloe iapar\1.&111• 1 oaplalao 4 '• ~1• \b&\ Mr. roller bat 
eta\ot '' Ur. Dolaao aat •• \ba\. lt aa atr•••••' ••• 
roaobot •• ••rlaC \be •••rt atoata. 1.\ weal& '• ea\latao\er1 
\e bla lf \be \bree prlaolpal lt••• la Paracrapb 15 wore 
ll,al&ate& ••~•taatla117 aoo•r•t.•• to tho proCr•• ••• ••' 
tor \boa aa& •• wblob •• •••• all ••r• or 1111 la acr•••••'• 
ta Ylow of \'ale. •• ooal& ao\ ••••••'••• wb7 '~~~~ \br11 

lt••• ••r• ''' tor tart~or ••Co\la\loa e . 

l ••••rot Mr. Olaaalal \ba\ •• •••1• ~·' talr 
troa\aoa\ •• ••••• aat all o\bor aa\\er•• ••• I •• ••••1•••• 
of 'ala toelro \o •••••r•t• wl\b \bo Coa,trollor la arrl•l•f 
&\ aa ••loable a&Jaet .. a\ ot ••1 tlftoreao oa tba\ ••7 arl•• • 

.,,. ,,,, .~. ..... 

•••• ,..~1. , ••••.••••• 
Va&or-looro\ar, ot \be froaear7 
•••• ~. •••••••• c. 

• • 
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~ ••• 1.,, ••.•. c. 
Deoe•l>er 1'}, 1''' 

A~llo I 4o ao \ f e el \bat o•r \aak 
a~o¥14 be reqvlre4 to ~ ••o a o a plt•l 1 \r•o t •r• 
o f 1 to 10 ·~•• tble •• •• ao\ a pplT to ot'be.r 
b aok a . aa4 wkllo I •• aot ••r•• t o a aa y of ... o 
o rltl o L• • • t~~ \ ~·•• \oo a •••• la tbo report o f 
• ••• laat. loo ••• lottora of t'bo Departce••• la 
t b • loteroet of a r rl•l • C at aa aalo a~l• ••J• at­
aae n t of 4l f teroao ol ••• a •••lro to ooopor••• 
~ ltb t ~ o Depa.rt taeat. I \ell••• t 'bo a t tacb e• 
prolr~• vlll be a ooopta\ l o to ay 8oa r4 ot Dlre otor e 
a n 4 I wlll pr• •••' lt to \bo • t or a poro••l wltk 
my r o oo•aeo 4atl o a e 

In tbl e cooaootloa I waat to eapro 11 
MY ~1' p rro1 ~ ~1o ~ for the o ourteoU I a.n4 coaet4era te 
o o o oeratlo ~ th~t I have r~oe 1 ••• troQ yo~ . Cbalra o a 
Jon • • aa4 Crowley , of the AF C a a4 PDtC roe poo t l•oly, 
•~4 'Jn4er Socrr L~ry Ha oe 1 of th o Tre aaury . &I wall 
•• ot h er me mber• ot ,our Dop a rt•en\ who par\lolpato• 
1ft t h e 4lscua • 1ona • 

Uoo.or~ble Pree \ol\ D• l • oo 
Co~ptrol ler o f the Curreooy 
~~ta ahla;;ton , D. C. 

• 

--
/ 

' 
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11 CIIOAAifDIIW It •• I an It of A at r 1 o a 

AetereftOe la • •4• to \be ••rlo~• oo•aunlo atl oa a 

lo reoea.\ weeitt lfe\weea \bt Oo•ptroiler•• Ot t loe and. the Daa k 

of .&atrloa •· 'f.' a. •• dealla~ wltb d.epa.rtaeat al Ol" l tlolaa 

of t~l 'aa alr' t ••• •t••••'• laolt.t4.1o.t 41 T14t a4 pollole a a a4 

oertala • ••o lt1e4 lt•••• aa.d with partlo\l.lar retereaoe to the 

4tpa rtcaeat• a lettert to the bank of &tp\eaber 23 aa4 Jro•eaber 

2)· 

Af ter • •••ra l contel'tftCt l bet.weea L. W. Cl aanlol. 

Pr• • l4eat, W. 1 . llauer, Tlct Cbal r•an, aad Auat tll Salth, 

c at lal er, ot tbe baak:• Cbltf Jfat. loaal Baok l xamlner f' olt: er, 

Att l t t aat Cblet Watl oaal Ba nk lx amloer Clarence Smith, a a4 

&s.aalaer lt4laoek:• , ... ot wbloh oo aferenoe a were a ttended. by 

Coaptrolltr Prea toa Del a ao, Deputy Coaptroller Uph••• Uader­

Seore \ary ot t~e ~re aa ury l a ae a , Leo Crovl•y, Cha i rman o t tbe 

F• 4•r•l l»epoelt Iaturaaoe Corporat. loa, Chalr•aa Joae a a~t4 ••• 

Jiu. a b aa 4 e of \a&e lJC, thtt follOWlD :;( wou14 ll lrD t.o OoD a\1\ute an 

aooepta~ll profrNI tor t b e a 4Ju t t•ent ot tbe lte•• referre d to 

~erela • 

1. Doe to t be w1deeprea4 ope ra U . one of tbe b a.a k, lte 

\ 

treat av.alutr of \ra.aohe e, an d olo ee afflllatt oD "'ltb ~reneamerloa 

Corperatl oa ••• 1t a allte• latereat a , tbe b aak will etfeo t a n4 

reaaeaa\17 aalatala a e ov.a4 capit a l atructure ba •la' a r a tlo 

to 1\e ea\1 ro 4epotlt e of oa" to tea. 'T he 'ban k •• r• e• to tur ftl;h 

•• ... ob a 441t1oaa l oa.pl\al aa ca•y be r equire • for thl• r t.\. lo, 

•• 4o\er•lae4 by tbo Coapt.r olle r of \.be Curreaoy after the 

re a11lt ot t~e eaMlaatl oa aow la pro Creea, 1a.olu 41Dt a r eTlew of 

tbe lteaa o lallilt.e• &I t low. tbo laorea ee d capital vlll be ~·1• 

lato tke '••k •• early •• pra otlo a llil e a fter tbe qouat e b a ll 

b a.,.e "•e• teteralaot, but. la DO eYe at. l a ttr tbaa Ju r. o ,o, 1 9 3 9 • 

Wo 41T14ea4t will t.o 4oo1aro4 tbe'ro af tor u n l• •• tllo t.lllll\ aoun4 

c a pit a l t\rw.otu ro t.oare a r at. lo to tile oa\lro 4epo e1 t t of a ub­

ataat1a117' • •• \o \ea. 

z . Real oatato la tllo aaotaat o f t l, ~7s,oot; . 49 Dow 

o a rr1 a4 u.a•or tbo bo a 4lft4 ot • ba a kl att bouaee• will be 1mmo41 a tely 

& 4J~ate4 eatltfa otory t.o tbe Co•ptroller. 

). lt ocke ~a4 \on4 t 11ate4 oa laaorta 48 to ,0, lnctual•• 

to P ace 6 ot t ho A4•1o1 e tr a t1oa Depar\•oa.t Repor t, wit h tb o 

esoeptloa of ' ' ' la rl P rul t Coapa ay '•• 4• la tbe ' ar • alue 

••o•at o f 1505.obo . oo, will '' a4Juate4 to tbe ea\le faot.lon of 

t ho Coaptrol ler \y 3ua• )0# 1939 • 

4. The r•••laln t balance of • ~proxl~at el y tl,~0~-000 . 

o f uareall ¥ ad bon& write - up wll1 ~~ el l mleato4 by Juo • ,o_ 1 ~39• 

ttock 111111 
!aot1on or 

• 

!'be 1 £ 1oaa e o a4e ·.a 1%,? ab.Arel ot t he ~ank •e ••• 

be tau • dlrt\ely colleot•4 or c ,r reote 4 to ~be ta tie­

the Co m pt.rol\f!r . 
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6 . T~., .&. o. S l.ewart llat ll a ted at a p proal••tolf 
111 , ->00 .o~o . ot •bleb j 4, 500 , ?no l a cl a ae ltlo d aa al ow," 11 
1.1 ~ na ct,. ta\lt!aotory to tb e Co.aptroller. 

? . Tbo bank u lll not a oqulre the ••••t• or •••••• '~• ll ~dt lllti"'t ot any other t..a nk tor tbo pu r po a e ot ccrt!tr or 
conaoll\l a. \lon wlthout. tbe prlor wrlt\en a oprova t of tbe Coap­
tto lltr of \be Currflooy . 

f'. Any 41•ldend a 4eolare ll wlll at th e tl•e ot tko 
Ueolara\lon be tloduot e d f,·o• \he un.S1v14t4 pr ofit a ooo•a t ••• 
carrle~ •• ~ reaer v e tor 41vl 4en4 a. 

9 . T h e atatuto Wblob problbl\t ' a a tlooal \ & ale troa 
len41n,: upon 1\a owa. atoolc •1 11 bt a trl o tly eftforoo d. , ••4 t~o 
•••• pr lnolpie wlll b e applle4 to lollot on Tra Qa amerloa a too lr. 
rh e b ank ~•y extend tc•porary a ooo••octa.t1ons to at oo k hol4or 1 of fr • oaa•~rl oa C orpor•tloa l• •••1 1 amo~ nta tor th• lr )• a laoaa 
pu r ;>o a .. a, a.oo e p tln;; Traruaa.,rloa atook a.a auppor t lat a eo-url ty, 
w ~ "!ft th"'J o .. n 4 e ootL atra.to t. b elr a bll lt y to rep a y t he loaa wlt~o .. t 
relyln ~ upon the s•le or tbo atoc k to pay lt. 

10 . • ny lo~n• to ir•n•••~ rloa Corpor•tlon a n4 1t a a ll1•• 
1ntereata .t lll ~• •e tbf' ;1 rlor a pprov~l of tho Board o t Dlroo te 
o r t h e bank anll .,ucb ap proval w111 b a r e oor4e w la tbo •1a .. t

01 o t t h e b o • r t) o~ • t.l n .: • 

11 . Lo~ n$ to Tr .'\n at\ merl oA Corpor k\S on &n4 lt a • 11 1•4 
1••t.e~ea ta ~111 be brou i h t ~lthln tba l• d•l 11~1t a llo•• • \o 
one lnttroat •• a o on •• po ttl ble , &l\4 aot l ater t haa J•l7 1,, 
1 ? <~~~ 2 , ~ • o ept • • '"t tor th l n ito• (15) \liolo"• 

12. 'fha 'baftk wi ll not wrtto "r •• l\1 •••k• •~• •al•• 
or a ny ot 1t t at ae ta, •n4 no profl t v 11 \o t:•k•a \7 tko \aa~ 
on any a a ae t 1 aold to a r~ la to t oo•paay , \lal••• ••ok ealo 11 a 
b on a tl Je t a le and •1 thou t rooou rto oa tke \aak. It ••7 ..... 
aale la c .. a de ot!:.er th a n tor o •ab, the ao\e o r ae\ee takea le 
P .. 'Joaen\ or p:~o rt ;'liii.,Y :n.ent t berefor w l ll \o JPopor17 aeo•r••• 

11 . Th e t •n~ wlll oll • l o•to • ot-.. or re al eetat 
r" •l tt a t a te OO tl tr ... c ts ot Capit al c •• , •• '1 ••• Callie 
1no . 41 ' '"JI• .-tlsln.a t. lon . to 'b o d.lllCea\17 p• r•••Ar b.· 11 • c. • •b er l 't , l ~ • :.l • 

t..a . fbo l:.a.nC. a,;r~c• u . .. \. a ay or ltlola~• 
e •• v .. re d here la wlll h& 'f'• r .. ,.._,, •••• r, •• ,, ••• 
• • , .. t 1 t 1111)1 cooperate •l .. ' '• c •• ,., ... ller ., 
lo '\ n effo rt ta b rl at •11 ••''•r a peP\ &latac •• 
l i n ., o~l~l. hl t r.•••lr•-•'•• 
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l"' · It 1 a \l.a.deratood t h at pro,o aala ~1 tlt.e \aak wltJt, 
r e1p eot to r eal eatate ;:a t.arc'ha te 4 t ror:a Tr aa aa mer1oa Corpo rr.t1ea 
t.y ~e rohaat t Na tional Realty Corpor a tion on. or .t.out July 1 4, 
1 9 3 ?1 vltb r e a peot to t h e ob &J"te 4 ot t ••••t • repu r o.tla aa4 by 
Lh e 'b a olc f rom t ub a l41ar1oa or Tranearaerloa Corpora U 011 Oft or 
a bout Jv11 14, 193?& wltb re e peo t to t took of Na tional Clt.r 
S1 n lc o f Ne w Yorlc aoqulro ~ by tbe b aalt ou or ._bou t Jul y 14, 
19)7, whl o b ltea a ahoul4, lat h e opinion or tho Comptrol l er 
o r \bt Cvr r eaoy , be ro:ao Ye 4 tro • t b e b a ak'a a aaeta for c a a h ; 
vltb r e a peot to 4epreo1at1 on on b ank bu1141ot, a acl wl tb reapaot 
\o ••r•lo e oha r~•• OD 4o r Naat a ooount t , a re ua aoo ~otable to 
l.bt Co•ptroll er o t t b e Curreaoy a n.d. furthe r oelfotla.t ioa t • 111 
\ e ooa 4VIo to4 •• to tl••• • a ft. o r oo•p lo tlon o t tlte exaal natloa 
now la prooo a1 &a4 1~ OOilDIOtlon •ltb l oore& l l D' t h o o a plt a l 
1 too 'k. • 

16. Vpoa t.lt o \aatt• a •'r•••••t t o t b e proCr•• oat11"'' 
lle rela. a p p r o ••' b y 1'\a Bo a r4 ot Dl r•otor e. lt. w1 1 1 \e tree t o 
4 e ola r e a •••l- • •••• 1 41 • 14 o a 4 la Wa rob.. 1939 . l t l te 41reotor• 
•l•o t t o do • •• pro•l4o4 et.epl 'b ••• \ oea t. a kea .. l tlte t. a ak to 
lnoro a11 1\ 1 o a plt&1 et. oo'k •• 11\ fortb la ltoa l l) berola . 

1?. Th o t or o tolnC ooae t l tu toe t bo prl,ao lpa1 lteaa 
orlt l ol ao 4 la et tl o o lo'\'\ora of &optaa bor z, a a4 Wo•oa \ er 23. 
19)8, ••• wboa tbo proaoat oaaal a a tloa aow la pro1r• •• la 
ooaploto4•, t~o b aak w11l o a4oa•o r t o a4Ju.at u 7 otbor aattore 
of orltlo laa ao t lnolu4o' llorolft t. o t b o eatlefao t loa ot tlllo 
Co a pt r ol1or of t bo Curroaoy . 

It 1• ua 4oret oo4 th a t fal l~r• oa tlllo part of '\Ito 
ba a lc to ea\le t a o '\orlly o arry o'Ot aa y ot tbo forololal propo eale, 
•a l oeo e p o o ltlo a l ly ••1••& \y t b o Coaptrollor of t~o C•r1'oaoy, 
l a wrltlaC, wi ll a or•• a a a ooaplot o ro1•••• oa tlllo pa r '\ o f 
tko Coaptrol l or ot t~o Cw.rroao y tro a a ay ooaooat, lapl l o4 •• 
o 't'korwleo, t o t~o toreCol.C procr••• 

• 
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llece:1ber 17 , 1938 

:Jr . L:ort;enthau 

:.:r . Fol&y 

.• lthout huvi ng he~ t he acivant aue of l?<J r t icipeting in t he recent 
ne,::ot.Lut1on& with representat i ves or tho Ba nk r? f ." .. '!l.er ice , I rJako t 'lo 
rollO<ltnc con:1ant a coneerniD.(' the memorend\W ot Ooce:nber 15 , 1938 , which 
r.a~ ·tl \.uf.i. rr<n t~o~o necotiu tions : 

1. ':'b.e Jl"Oposed agrea:r.ent aet forth 1 n t he oe::oranduo wouJ.d 
hova no btni1Q€ le&al effect on t~e qank, since t her e would be no 
~.othoJ ot en!'orc in.g it in c•ae ot vtol&.tion. I ua4erstac:i t hat 
t.he or-.reenent. l.:apli e s that no letter or n .Mil:J.g ltill be sent, so 
t~ere Nould be no basis upon ~ticb t he directors or otttcera could 
be cited for retlOval if t hey eontinued unaate and WlsoU!ld practices. 

2. Shoul d the Cocptroller or t he Currency concur in t he pro­
posed ·~ee:nent he would a(ll'ee t ht t t bo llanl< ~night decl ere another 
l arro divi~end in !.:arch 1939 wHhout a vory substantial improve­
mont in the esset condition or tho Bank by that time . The asreo­
oen~ 1.ould wa ive t he cl ivi dend v.nrn1ng contained in the telegrar.~ of 
!iopt o.,ber 13, 1938 , in so far as tho noxt dividend is concerned . 

:S. The me:'lorandu."l ienor eo the follo11tns eltuations whi ch in­
volve Illega l activit ies: 

(a) The last report of examination reveal& t !:et 
...al estate loans "ureeatlng fl8 , 613, 693 . 74 •.:ere ado 
or purchased in viola tion or section 24 of tha Fe6eral 
Kaserve ~et, w~eh sets t or t h 4ettnlta require:ents , 
auc!l as, t be re:;.uirer..ent t bc.t t he lonna be secured by 
a Cirst lien on icprove4 real eatato, 

(b) no provision la t;l;.de ror t ho r eir:bursins or 
t ho Bank by Traoaaceriea Car"Orotion for wbnt acount e4 
to illegal g ifts fron the Sank , ouci ao , t ho use of 
a ~14,000 , 000 write- up or Oovor•wont ond nunic ipal se ­
curities in 1935 anu 1936 to olioinete par t or a Vblid 
obligation of Transar,erica to t ho nenk under t he so­
called Int er-Amer ica Corporation contracts . 
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4. Point ll or t he memoralldua pro•ldu thet "Loans to 
r ano~erica Corporation and ito alli•~ interests• will be 
taken care or , but one or the moot runewoental pointe at 
1eaue here is whet her certain e xtene1ons or credit are >~!th­
in the c~Bracterization "loana"'. The memoranduo makea no at­
tempt to define the term "loans". 

5. It it should be deteroinee that Transameriee Corpora­
tion Ia a holding eomp&ny atfillato ot the Rank , the Bank 
ooule not legall y mal<a loan a so cured by Traneameriea 4took , 
ao prov1eod in point 9 or the cenorandwa , to a total &count 
In excua or 1~ or the capital nook end eurplus or t he !lank. 

(Signed) B. n. ?oley, Jr, 

OJS:es typed 12.17.38 
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Jf7 doar llr, G1aDD1n11 

Your lott.r or ~oollbor us, lii:S8, with ito oncloouro 
1n which :you outlino a sro&2'UI to aoot oortain oriUoiuuo or 
thh ortioo u to .anagorial pol1o7 1n t ho oonduot or tlw Bank 
or .lao rica, H. T. & 8. A. 1a 110lr:nowledgod rooohed. Lot •• 
aa7 in ropl7 tbat I Ul glad to bo 1ntoraod or tho oorrootivo 
aeaouroo onuaoratod 1n 7our --randua, I aa glad alao to know 
that 7ou bol1oYo tbe prograa 7ou outline will bo aoooptablo 
to :your Board or D1rootora. It •••• tbat th1o progrua would , 
ae •ttora now otand, provide a oatiataoto~ oolution ot tho 
pointe it purport• to oovor. Th1o opini on io, or oouroo, noooo­
aaril:y baeod upon tho aeouaption or diligence and aotioulouo good 
faith, in both or which I aa placing wq oont1donoo. 

In order thot thoro can bo no poooiblo aioWldor-
. etanc11ng, I th1nk I ehould etat. to :you •- or a:y turth or t ho\18hta 

f ollowing our rocont oontoroncoe concerning oorta1n controlling 
oone1derat1ona or publi c polio7 1n relation to tho dutioo 1apl1c1t 
1n ouch publ i o otr1o" ao tho ono I now bold. Tho Comptroller ot 
the Currono:y 1o onl:y at 11bort:y to oall at tention to praot1ooe 
requiring oorroot1on, and t o obaeJ'Yo whether oorrootiYO chango• 
havo been aado. Be ie not at libort7, b7 oontraot or agreement, 
either expro"od or 1apl 1od , oral or tacit, to b1Dd hio orrioial 
action in tho r u t u re, or othorw1oo to ourronder tbe c11oorot1on 
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wbioh the le&1alat1on oreat1Dg tlw ottioe nata 1D hla. 1beee 
general r..arka are addreaaed p1'1ar1l7 to the tiDal pa:raSJ'II) h 
ot tlw ••or&ll4,. whloh 7011 enoloee. 

More epeo1tioal17• I aa not at l1bert7 to oone14er 
e1tlwr parac:rapbll 1 or 16 ot tlw -rand- u oonat1tut1Dg an)' 
1.11!pl1e4 agre•ct on the part or a:y ottioe that a 41Y14eo.d .. ,. 
be paid pureuant to 4eolarat1on 1D llarob• lQ&Q• 1t• Y1n1Dg 
the &atter at the t"- ot e\llb propoeed paJMnt. it 1e a:y Jud&­
aent that euoh paJMnt would be an uneate or uneound praot1oe. 

ReterrlD& to pa:rapaph& 11 aDd 1:1 ot )'Our -•:ran­
dum• the reterenoea therein t o -4 dat .. ahould not be taken 
u llD7 ~retan41D& or asr--nt on the part ot a:y otfioe to 
forego wbateYer ott1o1al aotion 1D ooaneot1on with tbeae aattere 
u7 r roa t"- to t"- b e requlred 1n the proper dieoharge or the 
duties or • 7 ottioe. 

Ka7 I oloee b7 again upreaaing a7 appreo1at1on ot 
the atepa being taken to oorreot the oOilditieo.a 1n 7our Bank now 
under or1tioiaa bT .,. ottioe. 

Mr. L. K. G1ann1D1• Pnaident 
Bank ot Aa.r1oa 
Loe &n&elea. C&l1torn1a 

Vel')' a1noenl7 • 
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Bcmarable ~ Del••, 
C<apt.rollc ~ tM Ua: 1U 0 
~D.~, 
~,D.C. 

DMr llr. c:..ptro1lC't 

aa • 

tour leU. ~DIE ,_ 22 llu .... .-iwdp_ ad lte 
ftot.c!. I will nlldt tM letter to- Jlouo4 aJ..i ..S.a ta. ---· 
tar adJuati"' tbt 41U- bnwa .,_ ~ ad -
u prniouaq 1DIIioaW, will r.a r! to t.a.. Jlouo4 taat w ••t.l• 
follow tM, procraa oat.lJ.De4 1D tM -.twa. 

A• .taW to 70G1 tt. ti!Ne prizlo1pe1 lt.. :wtwnd w Ia 
Paracnpb 1~ ~ t.t. ~ llbaald, 111 - opllda, 11e UqiiSI&W Ia • 
orderq ...._ aoOCiidJ.Dc to tt. or1c1M1 hatau ... loll' 1 '• lila .t. JAW 
tMl1 JulT 1942. Jnwtt.leu, w will p: aaMd oa .U wt._. u ~ u 
pou1ble ritboot u .. U'J' 1Na to tM kllk. 

I 4o DOt riah to t. tecllaia&1, lolat 1baald UD to ..U to .,_ 
att.ent.ioo tM fact tbtt tt. Ill' !w au DOt ~ .., at' Mp lid .. 
F •PIM4 111 tt. TNanr7 att.er t.a.. ....-..1 oaat• ••1•• 111 aula • .u 
participated. 

I felt at tt. U.. &lid .UU fMl t.llat - ~ tbt 1npsp ... 
co..teute ot tt. a&ftda &lid 1ndw -. 110\ WU'i'UlW '117 tbt du-t •1 
and t lat certa1n faota &lid fiaaN• ..t forth 1D till lett. ~ - a. ..... 
ac!d.reaaecl to tt. ccoeptrou.r ~ tt. Olan•DC17 l1llder •'- ~ Ootow u, 1..,., 
were BOt wtt1c1ectq •i&W· BA:aua , I pl&oed .., faitla 1D tM •• Ml 
gin" to ae &lid ~ -s.aw. 117 tt. ....,_ t.llat t111r en DOt aoiiiC to 1le 
lllltair to th11 iDIUt.uUGa, &lid aooept.e4 t.t. P:Oi*W u llllbmtW 1D ..._. 
to ani'" et. e pr~ &lid aaicabl.e 14,1utaeat. ~ 41ft-•· 

•• fMl \bat w taft dGM a pod loll 1D N&tor1DC tt. lult w a 
proaperoua atate &lid to publ1D ~. &lid 111 ..-t.q illp'clrillc 1\1 
•OWid oepit.al nnotan, 1\1 m- ~ loau &lid clqutta, Ulll1tl -a-
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! fi 1. i.! ( i!~ f. W !if{l{!§r: ( f.~!'!l!~: ~: f. llJil .. ((l' l 
. ~ '.f ~ilr=~f~!i i~(~l!il'~~~~l ~~if . ~ it ~~ 

, ;.1 1 "i8if•ts r~ri I ~!!l~f·t! a r=~i·a 
J&fi_i§t J J,f IJ~r!'f~t a Jll If 

I! ~~ ~~~~i~)~~~ ~~~~~~~~:i;!lihf.J~ i~ !:f!l 
r ~~ u•~•-~f'l ii1i!:1;::•PK~'a;· (lf~ .2ft:r~tt. , 

i' .. ~:~• h.t U'§l. :~:~2' ~. i J ri 

"- ~- ~aj§if!" of'-; •:s; ~~+as.t·~! ~ §[ r-,~~ r; }S 

• 

• 
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Cuhler, 
8&Dk ot ,_rlea latl. fro " .. ,. ANa., 
Son Fruoiaoo, Ca1lt. 

DMr 81ro 

IMalpt u ub nrt.q.4 ot .,_ J.ftWr .r ~ 1, ~Ui • 
..,.114~ report ot eal"'liap, ~ .. ..,.. U...u..la at .,_ 'lluk tw 
tM oil< -til• parlo4 _... D..-ar 81, 11110, ....,. ,..... 1-"eao n.-. 
l o •cle 1a uoerd·- witll tile _ •• ,... .... u-....... , .. ,. 
touD4 upoa ~tlOD to 'ba oat ot bal.... 1a s-. 11 ..,.. 1.1 l!r 
u.szo,.ve.n. n. .,.... &0 raport u 1Uoowia• ... at .... ,_ 1a-­
..... l- u a r&R1t. 

l'lartlt.er, apoa a••'•tlon 1t 1a ~ tllet dtboap tile 41Y1._. 
poyoble troe the pranou. parlo4 ot t2,100,000 taptlaar with the UYi._. 
doolorod llo.roh 10 , 1881 clwo a total ot t4,eoo,ooo tte. 11 ot tile ,._ 10 
report ohon t4.eoo,ooo. Preo-bl)- t'ba taoo,ooo 4lY1cleD4 wllioll tile 
lpoolol DotltloatlOD raoei.ed llo.rob 6 ObOWW paid bf tile pr&4aoaaoer Ot JVDT 
bonk boo baeD 1Do1ud~ 1a error 1a the Jwla 110 report ot e&l'lliJip, ...,... .. 
o.nd d1Y1dancle. 

Plea .. 'ba ad,U~ lA thio OODII&OtlOD that ODl)' 4iylcleD4a 4aelare4 bf 
tho oatlonal uoooutlon <••• 1&066) abould 'ba reporta4 t o tilt. ottlaa. 
3h nko oro enolo .. d and rou are .-.quao~ to to,..ord oorre- raporto 
tor O.oeaber 81, 1880 OAd JUAe 300 1881. 

Enol . 
2129 0 8 

(olped) II!. B. Goal)> 

Daput)' C...,trol hr 

0 
0 

p 
J 
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a. , , Headquarter•• 
.t.ocollllt1q Departaoat. 

San rreno1oco Boadquartereo 

D .. r llr, Yiaoant 1 

llr• Prioo, the *tloMl Bank ltbaiJior called t.odaJ 
and rood tho lottor which lad boon oont to ua by tho Controller 
of Cvronoy, ooDOerniJI& tho Ia~• and DlY1deDd Report of tho 
llat1oll&l BaDI< t or the period oDd i DC JW>o ~0, lUl. 

I •""-" h1a 0\11' work oheeto tor tho tentat1w ro'l'ieod 
report, wt ho .. id ho would addrou a latter to tho Controller, 
which auld obnata tho DOooeoit,. ot preoentlnc a ro'l'ieod r ... 
port. 

Bo took tt.. tUo OOP7 ot tho roport wh1ob ho proparod, 
tocothor with tho lottor r..... the Con troller, et&tiJI& thet t.. 
would write to tho Controller ODd haw t h o .. rooordlo , tocotb.r 
with a OOP7 ot bie letter, roturnod to u o oa lloDdafo 

To\11'0 ..,..,. trill)', 

. ............ 
A .. l- to th& O&&biol'o 

• 
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tvt- a. ~·· t-s..- l OCMr' ,.. ..,. .. u u~ 
C""" 1.~ •• ,..,., 

(l ) .""!'"''" .... :' ..... ~· ·---- J AOO,_,. 

Ul . 1'4. s-a.s.. . .,. .... . -- t ,IX'f ........ 

COl ..,. _ ., .............. ewp.~ .,.-..-
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,,, t.wr ....... 
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u.-.• ,,.,,~ .. ) ,~.000 •. ,., ... (.-) 
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BAD ar .. lltlCA 

lAW P P,AJCI.aOO 

Honorable Pr.etOD Del8Do1 
Coaptl'Ollor or t h o eurr.~. 
!NOIIUII!'7 Dopa J"taen t 1 
Walhlnlton, D. c. 
Deal" Mr. ComptrollOI"I 

.at a -•t1Ds ot oUI' Boal"d ot DU.otOI'e bel4 )'aetor­
cSa)', I pzoeeont.d to tbe loaJ'Il nrloGa oo_t. .. t;lone U4 
-nn4e relatln& to CN)' :reomt oGDrei'ODOH 1A laablJlc­
tOD, 1nolu41.na 70Ur letter ot Doo.-bor aa. 

Upon 1111 no-n4at lOD tho 8o&M ot D1:reoton 
aut horised tbo •nes•ent to ron .. tbo proal'UI 4nolopo4 
1n tho oonreronooe allld to preeeat to tbo Bool"d ot D1J"Hton 
r:rca U• to tlao 11110h •tten 1n ngar4 to tho PI'OCfta ae 
•7 nqulro spoo1rlo aot1on or tho 8oa1'4. 

I ehould l1lal to euppl-t tbe ntoNDOo whlob. I 
•do 1n rq l etter or Doo0111bor Sl, to tho net ad41Uen ot 
$ll,soe,ooo to oepltal lUnda tor tbe por1o4 ln'r tbP_. 
the tint halt ot lGae. 'l'hle t1aure •• tul"'lUbe4 t• 
tho eltp"-•• puJ"pooe ot oor:reott.na Mr. Polaor'• at•~• 
rete"'-4 to 1A the let t er. Bownor, I now wiab. to add tbet 
tho · iJipJ'OY-t 1n net eo....S oepltal ti'O• oamlap bot­
tho •~inetlOD ropo~ ot Maroh 81, 11188, aJI4 J- ~. laat, 
b tee,u~.ooo, arr1Yo4 et u rollowt IDon .. o in 8lli'P1IUI 
and. Ullldl~ PJ"Otite aooounte, tle,oea,oooa 14 ••• uldln& 
prior to 1~88 written ott, t•e,OP?,ooo. 

117 lt1.Dc1oet ropl'da aad ••11'7 boat whhaa to )'011• 

S1Aoon1)' )'OUI'e, 

(Ssa-4) 
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liJIIOilAliDill TO 1111. DILAllO : 

Attache4 are appl1oationa tor branebeo at Caapbell 

and Cal\ or tbe Balik ot Aaorica N. T. & S . A,, laD J'ranci'oco, 

Cal1torn1a. 

You will noto t'ba\ t'be appl1cauoa tor tbe .. WI) 

bruchOI •ra rejected br Acting Ooaptroller Dig&l oa 

September 24, 1938. 

'fbe ren..,ad appl1cat1olll are reponed on Wltnora'bl,­

br tho Aoo1otan\ Chiot National Bank lzaaiaer, Mr. Saith, 

the Ob1ot National Balik I!D!niner, Mr. J'olgor, and the Deputr 

Coaptroller, Jlr, GoUC)I, on tbe bao1a or tho preeont undo:r­

capital1~t1on or tbe parent bank an4 ito aoaot c0Ddit1oa. 

Tho attached latter to Mr. GiaDDini 1D41eatae that tho 

applications are being approTed 1n Tiaw or tho oo .. 1\aoa\ 

by tho bank to 1Acreaeo ita eap1\U attar tho nuiaa\loa 

now in progreeo hao boen coaplatad. 

In Tiaw or tho hietory ot tho rela tionship or the Bank 

or Aaer1ca to t hia ottlco , t'bo J'DIO &lld tho Sacrotuy ot tbe 

'fraaaury in \ho -\tor or brancbeo OTir \be pario4 or \hi pan 

year, I auaut tbat rou l.atora tho- Sacrot&rJ or tho Trea&VJ 11114 

tho C:llaU.U or Uo J'DIO t.1aat tllooo - bi'UIO'b appllaaUona are 

.... a.....-. 
o ••• 1IJMa 
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lll!I!ORA!mtlll TO S!CRETART IIOI!Gl!N'l'l!AU: 

'llhon llr. L. II. Giannini waa in Vlaahineton tor con­

terence with this ottioo in December, he aoked that we 

authorize tho eatabliabaont ot two bronchoo which bod 

boon pending tor eoca tiao. I no intomad at that tiao 

that tho only ber to srontiJ18 t ho appUcattono woo tho 

policy or tho ortico w1 th reapect to ,..qldriaa iaprove:ent 

in t ho eoaot position of tho bank and an incroooe in ita 

capital. Ln view or the comaitmont by tho Board or Di-

r oc toro to increase their capital f ollowing tho pending 

exan1nat1on , I mora or lose committed myeolt to approve 

ot the applications. Accordingly and eo that thia ott1co 

will not appear arbitrary or Wlduly horoh, aDd in order 

t o i ndicate our good faith to"ard tho inotltutlon and our 

oxpoctetlon that they will bo bono tidi· in l h1J18 up to 

thalr c._itliOnt, I ..., authorizing tho oetabliohltent ot 

two addi tional branches, ono nt Caapboll and one at Celt. 

Tho roquaat wee tor bronc '"" at C&npboll aDd Gonzales but 

wo are unwilling to authorize tho Gonzales brnnoh . 

COIQ' to llr. lAo Crowley 

Pr .. ton Delano 
Collptrollar 

Regraded Unclassified



To: Tbe Seare1U'7 

,..,., Ill".-· 

I ban dieou.e- with t.o Crowle)', J'o .. o J'oa .. , aD4 Pr .. ton Dol&J>O, t ile aubjoot or our current audit ot the But or AMrtco. 111 Yi ew ot tile tact that one ot tho conditiou la14 down br tile oo=ptroller tor the Bank or America to aeet prior to ito M&rob 4iYiden4 doolaraUon •e adequate capital t o pro411Ce a ratio of 1 to 10, aD4 t bo tact t hat our audit will not be ooaplete 1111t1l about t ho let ot March, we haYo deoidod that it io adYi .. ble tor the COIIptroller to send a letter to Ill". Oiannini not1f)'1ng hill that proliaiiiUT tigurea, DOt tinel, aeoa to ohow the 1100011itT tor an additional amount ot capital approxi•ting 13<>,000,000 . We think it fair to SiYe him thie adY&Doo intormation in order that ho BaT not haYe tho oxouae when t he final tisuroa do c ... in that he could DOt take 811Ch preliainarT otepe .. we think noouaarr tor setting thio additional capital prior to the tim1 when it will be neoo1oary tor bill to daolaro d1Yiden4o in lfuch. We ara hopeful that ur. Giannini il so1ng to Un up to t he letter and epirU ot tho t ol"IUI laid down b)' the Comptrol ler. 

Thio bringo up tor dioci.Lioion one t:atter which we will hen to decide upon. Ill". Giannin.i, I hope, io going to 8.£He to put in the neoeaaary odditional capital. I belioYe bo ia going to do it througb tho Mdiua ot offering to Ilia prooont otookl>oldera the risbt to 1ubocribe to additional stock. • You will ro.-ber that J'oooe acroo4 to underwrite ouch an otter it Giannini would aaroe to Ml<o u. Ill". Giannini will probablT .nt the RIC to lend mono)' on the 1tocl< ao ottorod to otockl>oldero wbich would ot couroo not be a departure troa paot procodont. Ill thio oTent doubtlooo tho quootion will arioo whothor or not in tho roqu.eot b7 tho Secrotarr ot tile TrMourr tllet t ho RlO a4Tanco OIICb aoc-.uou to tile Bank ot Aaerioa, wa abould inoort a -uae-t olaUM. 1C7 attitude on thio quo1tion, which I 1tatod Yory tranl<l)' to Delano, J'onu, and Orowloy, 11 tllet we obould not depart in OllT ..,. in thio oooo trca tho \Liual praotioo pliZ'nod in tlao c ... of OllT otlaor belt. In otlaor wordo, I t hink wa abould treat Ill". Giannini juot ae •• would treat Ill" . X or Ill". Y. I oa adTiaod b)' J'oeoo tllet in otller ca••• whore tho UIOIIIlt ot tho innotant iDTolYod, roproaante lou than 110 pero•t ot t1ao equity ot tho bank a •vs-at clauoo boo 110t boon required. 

It rou appron ot tho pooitiOA ta1oua alao'O'o, I w1ll 110t bo\bu JOU fUrther about \h11 M\tor unUl _,IWic oonoroto COIHI up. 

(Ia1Uale4 bJ 1 . W,B.) 
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I FobruaJ7 18, 19.39 

'1'0 1 Mr. Delano 

11101h Mr. Fol.q, Actinc Geaoral Couneel. 

lit• Bank of .la!rice J .!. a S.A. 

It will be recalled that 1n tile necotiationa with repreoonta­
tivea of the Bank ot .UOrica, tha Bank a&roed to r ollod.Y crit1c1eed 
conditione and to turo1eh euoh additional capital aa would be r .. 
quired to ootabllah a ratio of the not o(O]Dd capital structure to 
entire dopoaita of 1 to 10. lltllou&h repreaeatath .. of the B&nlc 
appennt.J;r dee1red an aueoMDt tbat tba Coaptroller of tho Cur­
reaCT would not object to tile deol.arat10D of a ooa1-41U11l&l d1T14.,d 
1n !larch 1939, )'OU pointed out 1n )'CU!' lottar of December 22, 19.)8 
that tho CoaptroUor no not at Uberty to bind hie ott1c1al action 
1n the tuture in that respect. 

It wUl be recalled that tba Aotini Coaptroller ...-..eel tho 
Boarcl of Directors of tho Bank by tal......,, which waa read to the 
Boarcl at ita ••tini 011 S.ptaaber l.), 19.)8, tbat tba declaration 
ot tbe co .. teaplatod d1v1dancl of 19.~ without proper prov1a101l 
tor cr1 t1c1eed aaeota would be aDd continuo to be an uneate and 
unsound practice. 1n later correspondence , objection wae IIIB.de by 
the Bank that t he warn1n& 1n quoet1on wae received too late boceuao 
(1) the Bank bad alread)' t ent out prooo ooticu with retor.,co to 
the CODta;aplated docl.aratiOD or tbe dividend in adn.nco or the 
actual hour or that declaration, aDd (2) becauao tba d1v1dand -.. 
doclarecl abortl)' Wore our national bank exaainer r ead tba tel .. 
gru to tba Boo.rd. 

Although not adal.tting tho validi ty of thou two object1one, 
1t cono1derat1on 11 si•on to tbe adv1eability of warnini tile Bank 
with roformco to the decl.arat1on of the DGt d1v1dmd, I would euc­
ceat that lo&all)' our poo1t1on probabl)' would be atrongtbanod 1t 
&D7 ouch 'ft1"'11nc were • ut to the ll&nlc ea.. dqo baton tho data 
ot tba -tini at which &D7 ouch d1v1dtnd 1a to be declared. 

It io 'lr IIDdoratandin& that 1 t 1a tho c:uetoa ot the Bank to 
declare div1donde aoal......,..loll;r. I bellon that the laet dividend 
no decl.arod on S.ptoaber 13, 19)8. Acoordinil)', it would •••• tbat 
tho Boo.rd of Director• probabl)' will • •t about !larch l.), 19.39 to 
declare the ...n aeal...e-al divideod . 

I ae- that before azq d.Oiolon can be Mdo on the qnaot1CD 
ot a turtbar warnln& to the BanJ<. 1 t will be noc01eary to clotoraino 
to what decree the Bolllt baa tUm atopa to 004IPlT with ita rooout 
IIDdoratandin& with tba CoorptroUor. 

a/cl L!l. n 
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11r. L. •• CH.amlal, l'NoS4oDt • 
BaDk or .a.or1oa .. U_l 'fftot aD4 Su1ap .l.o-1au ... suo p :reno1aoo. OolUoii'Ala. 

MJ dear Mr. Oteptpt 1 

Po:ndt • to roror to ~o ftr1ouo ooatoronooo be­

t ween reproeontatlYOo or tbo Bank or .a...rloa •atlonal ~~ot aD4 

Snlnp .l.oooo1at1on aD4 tbo a..ptNllol" or tho 0ui"'"'no7 hold 

1n '611 ott1oo dUI"in& tbo wok ~ Dooa.bor a. lNe. You wlll ro­

ooll that thooo ooatoronooo oula1Dato4 1a )'0'111" •-l"'lldaa ot 
Deoeber 15 • l~J&a, out11n1Da a OO\II"OO ~ a ot101l to bo tollond 

b7 tho Bllllk ot Aaarloa 1a •ot1Ja& tho or1t1o1ou 411"ooto4 b)' 

thia ott1oe ap1not ~o Bank'• d1T1cS.Dd polio7 aD4 oorta1a 

other proot1ooo ~ lto ~-..nt. 

ODo ot tho lllportant proY1ai.oM ot tho prosr- pro­

poeed 1n tho -randla, and lator adopto4 ao polio)' b7 )'OU' 

d1Notorato • 1o tho .. 1ntonanoo ot a ratio ot 1 to 10 bot'fton not 

aoum oapltal• •• detera1.Do4 b)' tho 0.-ptrollor. all4 total ~pM1t 

l1ab1llt)'. '!ho onatnotlon ~ 70111" boDII: whlob 1o DOW 1a proooao 

'1'111 dotera1ao tho -t ot add1t1oul oap1tal •oooo&l")' to 

ftllcS.ta th1o pro•1olon and 1.aaucuroto the propoaod ratlo. 'lbo 

work ot -1Dat1on, :bo'ftYOI"• will aot bo OOIIII)lato4 utU aboat 

•roh 1, l~Jie. lt •- •1117 talr. thor&roro, to tcrward )'llll at 
thlo tt.l a pHH•••I")' opprocs.&U• ot tiM t1pl"oo now la tho 
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•king and Wh1oh boar upon thf.a parUolllar qu. .. ua. 'l'bia will 

enablo you t o proooe4 with oarly pla .. tor new aapital• and 1A 

oaae you aro oont•pl&Uq a diY14oiiiS dool&rat1on 1A ll&rob.. to 

aeet that pro'fia1on ot yov -aoND4~a Whiob. atataa that atapa 

will be taken to eatablf.ab. a 1 to 10 ratio aa a condition pro­

oedect to auoh a declaration. 

Subject t o tbt r aaarY&t1ona noooaaal'7 at th1a aMce 
ot t he exaainat1on 1t Sa oat~te4 that the tigura ot nat aound 

capital will tall batwaon ono .bund.l"e4 aUllon and ona lm.n4l'ad tho 

million dollara. lleaav1ng th1a ap.iAat total dapodta ot ona 

billion throo huDdro4 oishty aU11on. or a capital roqu1~ont ot 

one hundred thirty oight a1111on. a oap1tal 1Doroaao ot tl'• 
thirty-three-to thll'ty-al&ht .UllOD dollara 1a 1ndioate4. 

These tiguNa are auttioiontly a ccurate t o enablo you to tol'allata 

prel1a1nary plana and y011 will be tlll'Dlahod with tbt tiDal dotor­

m1nationa a a a oon •• tb.ay aro an1lablo. 

{Sicned) Proaton Dolano 

Proaton Delano 
Ca.ptrollar 

I eo. { 
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COliPIDEifTIAL IIBlo!O!Ulf DUll 

51. / 

Pobrual'J n , 111111 

Re1 Po .. i blo cr1a1Dal v1olat1oD.I in the 
manaa•-nt ot Bank ot ... rica I a­
tional ~ruat and Bavtng- Aeaoc1at1on. 

11r. Pr .. t011 Delano, COQtroller ot tho Curronc:r, llr . B4ward 
F. Fole:r Acting General Couneol ot the 'l'roaaur:y O.parblont, and 
Mr. Donaid J. Sher bond:y, an att orno:r in llr. Folo:r'• ottioo, dia­
cuased toda:y with llr. '!'human Arnold, u Acting &ttorno:r General , poaaible violat1ona ot the cr1a1Dal 1... in tho aanago .. nt ot tho 
Bank ot .t.aerica National 'l'ruat and Savi.nga A .. oc1ation, aan Frano1aco, Ca11torn1a. 

llr. Pole)' expla ined briotl:r tho chergea a&&ill.lt tho Bank, which 
are contained 1n the attached letter, dated Janual'J 10, 1111111 troa National Bank &xaainer Sedlacek. 'l'ho d1tticult1ea with proaonil proaooution, he atatod, wore aa tolloWIJ 

Suttic1ont ovidonoo to proTo tho chargee -d• 1n t ho en elnor'• l etter 1a not aT&11ablo at present . I t would require an oxtonai .. investigation to prepare tho can t or trial. At the preoont tiao 
the 3 ocur1t ioa and Bxchango c-taaioll 1a 1n tM lddot ot an lavoa­
tigatioll 1nvol•1ng the aamo transactions, wb ioh will probabl:r 
aevolopa tho evidence required, ao an inoideDt to tho charge ot telae reg1atratioll atato .. n ta. Thoretore, 1t tho Depa rt.ent ot 
J\iat1co wore to eabark oil an independent in .. at1ga tion, it would cauae contua1oll and duplication ot ottort . 

llr. A mold pointed out that the Dopa rt-nt ot J\iat1co hu 
alroa~ appeared in conne ction with tho proooadinga a ga inat 'l'rana­
america and b:Japooial roqueat ot tho Socur1t1oo and Exchange ColllDilaa1on na keeping in cloao touch with thon proooodinsa in 
an adv1aol'J capacit:y. 

In Tiew ot tlw foregoing it •• cona1darad adTiaablo to delay independent aoti on by tbe Depart..nt ot Juatico until tho tacta 
have boon aoro tull7 developed b7 tho aoourit1oo and Kxobango Coa­
m1aa1on. Such a dola:r would, 1t waa pointed out, 110t be an actual dela:y at all, but a .. thod ot a voiding olllbarl'l81 .. nt cauaod b7 two 
government agonc1oa 1n't'eot1geting t ho ..... t hi.nga . 

It wu turtlwr pointed out that in tho onnt the taota otatad 
b7 tho o.ua11ler could not be auba tant1atad, the duplicate 1DT .. t1-
gat1otl ll1Sht eauao irroparoblo 1Djul'J to t ho bank bJ d1arupt1Dg 
pending plana to got Dn capital . 

• 
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n ••• tbe:retan, lato~q a ... e4 t.llat a o.,al'll'- s.­noUpUaa 'b7 ~ »-pa.-..t ol Jut 1M at th1a tiM -w, atlt oont rib\lto to opoo41Dc up tlw ool looUaa ot oYU...o1 aa4 tbat 1t 111•t rooult 1a 'IUIDHoooar1q s.P&lr!Ac tbo pooltua ot tbo bAnk fA tho o't'Oilt tbat tbo otahn h at tbo lluk o ""• o..U not "bo oubataatlatecl. It wao dM1Ucl tbot ~ DepartMDt ot JllaUoo aD4 tho 'l'NPUT o~ koop la olooo t .. ola wUb tbo soour1Uoo ull hoballeo C-s.olaa 1aftoti1 .. Uoa, aal ~ a poo1Uoa to aot wltb. rotoND" to t1ao taoto oot oa ln tbo OUJd­aer•o lottor ao oo• ao nob aotl•-. ad.Ylou~. It appoaroll that tbo SoourlUoo aa4 Jhohenp c-looloa wan wlU!Ac to koop tbe »-pa"-t ot ~Uoo allll tb.o 'l'roa81U'f latoli'IIOil ot oYl­denoo oonoorala& tho otatonoato ...S. ln tb.o onn•vr•o 1 .. tor. 
Mr. U'Dol4 q:roocl to ad.Yloo Atto~ Gon01'111 ~ • b.lo retiU'Il ot t ho aooooolt7 ot ba'rlq a TOll la ~ CrJalaa1 lllYlo1oa aal1po4 to tbo oaoo to koop la o1ooo t .. lb with tbo lDrootip­tion and report lbatnor turtbor aotloa b.o tboacbt a4Yloa111o. 

(loto4 1D 1-a-ballll -

... AJG014 ata-.. tbot 1M pNtorroll tb.lo _...._ bat t.llat ho -u 1altlal Mt!a aa4 ... hl-r o...U uo tba Rber lt 1» Jl'atorroll • 

......... -) 
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February 21, 19~9 

CONPIDEIITIAL IIEMORANI>Ull 

Re 1 Possible crim.1.nal vi ola tiona in tho 
lll&n&gOJDOn t Of • a nk Of America National 
Truat a nd Sav1op;a Auoo1ation. 

Mr . Preston Delano, Co~troller of the Currency, Mr. E4ward H, Fol ey, Acting General Counsel of the Treasury Department, and Yr, Donald J , Sherbondy, an a ttorney in ¥r, Foley's office diacuased 
todoy with llr. Thurman Arnold, as l#oting Attorney Geoe:..l , pouible viol ations or t!le orl..lllinal laws in t he management of the Bank of 
Amer ica National Trus t a nd Savings Aasociation, San Francisco, California. 

llr. Foley , in explaining the background of thio matter t o ~lr. Arnold , pointed out that a lthough the inrormatlon obtained by t he 
Comptr olle r's national ba nk ex.t.lllinat i on staff (which is condenaed 
ln t he attached OOPi of a letter, dated January 10, 1939, to t he Comptrol ler of the Currency from llr . s . L. H. Sedlacek , National 
Bank &xamlnor) did not a ppear to furnish a ve ry aubatantial basio 
for a crimina l case , Mr. Delano waa moat desirous that he fully 
perform his dut y of keeping t he Department or Jus tice adviood as to any information i n hie office indicating violations or the criminal 

l laws . llr. Foley furt her explained that s ince tho Securities an4 
Exchange co-lss ion ws i n th.e lllldlt or ita hear ing rel ative to 

Corporation, of which t he rank or .f.merica 1a a aubald­
~ 

would pr05olbl.J dAv••l<on 
information a nd evi dence relative to posa 

Mr. Delano otated t hat if available inrormation or evidence with reference to tho possible crl..lllinal violat iona under discussion wore, in tho opinion of hie counsel , sufficient t o indicate a clear­cut violation or criminal banking statutes, he would insist t hat the evidence be t urned ove r to t he Attorney General without delaJ • How­ever, he stated that he had boon adv iaed bJ hie counsel that tha 
facta diaolosod by tho examiners ' reports and the other intor.a t ion in the poaeoeaion or hie office would not , wi thout a great deal or additional inveetigatlon, appear to be sufficient to warrant the institution or an s.-diata cr11111nal action. In t he light of this background he felt that any premature investigation with refe r ence 
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t o or1a1Dal •lola t1oa. •1•t diarQPt hh p~lq plana to sot now oap1tal 1Ato the llal:lk, a1Aoo, 1t auoh aa 1a•oat1pt1oa woro 
boiJUD, tho ott1o1al.a ot tu BaDll: lllpt Hhao to so throuab with 
tho plall tor obta1ft1D& new oap1tal . 

It waa al.ao po1Ato4 aut h llr • .lnaol d that tM olll7 tlwu-
aot loa 1D tho atta.-cl lot tor '11111oh 1t appoa%'04 •laht 'bo bal'l'Od bJ' tho at atuto ot U..S.tat1ona 1A tho a.ar tutuN _. the tNmaot101l 
1D•ol•1As tho le&e wr1to-up ot s o•oraaont &D4 .un1o1pal boD41, Wl4er (l ) ot the atkoho4 lototor, that vito-UP baY1DC 'boOD aado 
on or about .TIUIO, l~ae. 

Jbo. &mold &8J'OOd tMt, 1il Y1ow ot all tho o1ro-tallooo • 1t 
would bo 1DadY1aabl o d the preaont tS.. tor tho o~tNll.r ot tho CUrreno:r t o rotor toraall:r to tho Dopartaent ot 3Uat1oo &llJ' pooo1blo or1a1Dal d olat1ona 1A thla ouo, or tor tho Dopal'tiMnt ot J'uottoo 
to 1not1tuto an 1DYoot1pt1oa with rotorenoo thoroto. llr • .lnaol4 &lao aarood that thla -orand1a no outt1o10Dt nldonoo that Mr. 
Delano had tull:r o~U.od tor tho pl'OoODt w1th hla dut:r to adY1oo tho Departaont ot JUat1oo ao to &DJ' 1Atoraat1on 1A ~oooo101l ot tho Ott1oo ot tho CIIIIIPtrol lar ot t ho Currono:r 1D41oat1Jls pooo1-ble •1olat1ono ot tho or1a1Aal lawo 1A tho asa-nt ot tho BaDll: ot Aaerloa lfat1onal Truot and Saylllp .laooo1at1oa. 

]) ~ J C?$. c. f'· :r. 
T A· 
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llM.r llr. G1aDill.n1 : 

Reference 11 made to tho mootina thio 
JDOrn1J14 between tho Coaptrollor of t» CIUTODOJ', :rou 
and IQ'Hlf, 

I u autborized hJ' our Direotoro to abieo 
:rou that, upon tha requen of tho Seoretar,. of t» 
'l'reaoury uti approT&l of tbo Pr .. ttlut, the 111'0 will loll4 
to tbo etoekholtlero of tho s.nt of .Aaarioa If. T. a, s. A., 1D41Y-
14uallr or 1D group, tbe ...... ,. neo .. Mr)' to enable Noh nook­
holder to oubeoribo tor hie pro rata ahar. ot IDJ' tnoroaoo in 
tho oapi tel otook of your s.nt that :rou MJ' 4otol'llino to Mite 
and that 1o apprond by the Comptroller ot tho OIU'ronoy . Tha 
atook to be pratorred otool< boarin& •ll per annllll, preferred 
botb in d1'f14en4a and 41otr1but1on . Tho loene will bo at 
$ per annua, p81&ble quarterly, and will •tu... one-tenth 
oaab roar tor tho ,. •• ra and tho balOJiao ill ol.x roar•· 

Tho Yot1.J14 ripta accorded tbe nook wlll bo 
uerciaed bJ the RlC onlJ'lt thora . ie tlotaul\ 1A the p!11118llt 
ot intoroet or principal ot tho note. 

Mr. L. If. Ot•n• t•S. 
Pre aida\ 
Bank ot Aaor1aa lf.T.a, S.A. 
san ~ieoo, C&l1torn1a. 

Sincerely :rour•, 

1eaao R. 1oneo /a/ 
Chain.J~ 
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Honorable Pree~n Delano, 
Comptroller or tho Currency, 
Treasury Deportaont, 
Waohlng\on, D. C. 

11y dear llr. COIIptroUer: 

Your lattor or february 20, 19:)9, arr1 \'ad wbon I wu 1n \be l!ao\, and rMollod z::e ouboaquent to our last oonteHDoe 1n uehington on the morn1n& or Yebruary 25, 1939, at which tl.Jie wa d1oouoood and agreed upon tho procedure to be followed 1n tu •thr or 1noraao1n& our oep1ta.l . 

On tha beaio or t!Ua 11114aratudin& an4 or a autwtl ob-.. rnnoo 1n soo4 faUh of tha :pr'O'fioiono or tha ....,.orandum or . Oooembor 15, 1968, you can oonoidor t hat our Boord or Directors and tho llanegeunt or tha Banlt are oo.Uttod to proceed with a progru t o 1noreeoo tha capital etructuro or tho Bank to the DopartMent•e opaciriad ratio not later than 1uoa :SO, 1939, tho a.ouot or oddi\ional capital, as agreed witll you , to bo arrhed at attor 'e han ha~ an op100rtunity to diocuoo with 7011 in detail the t!ndingl or your oxominoro With regard to tho actUal aeoet Yoluo of tho Bank, and it~,. t hat were lett tor further dioouosion 1n t he mer'"rondum. 

V..V I be pantl.ttod to call to your attention, ror tho purpose orolar1t)'1n& tho o1tllbt1on , tha raot that your letter ret era to the aemorandWil sa mlne. whereas ln fact u. ~·•• aot ot 8'1 autllorahip but woa prepared 1n the l"rooeurr Doparaont attar tho confaNncea to w-hloh your letter refers. It doee not re))Neent our viewH, opinions , or conolualona , but wae ecoepted by ue on the baais or our cont14o~c• in tho aaauroncoa or tho oontorooo that fair traat:oent '1101114 be acoor4od t hie Bank, and in the interest or urriYln& at an amicable adjuataont or ditreroncoa. It wae ezpressi'fe ot our 4ea1re t o go oore than halt wa_Y in an endea1'0r to cooj)Orate with t ho Treaeurr DepartJO:ent. 

0 
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lllaMh ? • 19:59. 

011r pooitioD. win Nopoot \o th11 u4 other iaouoo rei­
wao oloarly oat torth iD. our letter• ot Slpt•ber a u4 Oo\obor 11, 
1938. It 11 dittioult tor mo t o underotu4 bow it oan be coutru'H' 
that tho arb1trery prortsiou ot tho memorandum orprooa in any ~ 
our pooitioD. with Nsard to capital atructuro, pe.rticule.rlr when, 
uo wae pointed out 1n the above aantioD.Id coaaUD.ioatioD.a, our 1noti­
tut1on 1a prooentlr ovor-capitalizod by >\Oro ti\IUI loo,l under uiatinc 
la••· 

Silloo 1932 wileD. the Bank oaao Wider thia llanBgOJ:Uint, ita 
dopolita hen bMn illo...aD.Id f'r .. 1111 thaD. .700,000 ,000 \o approx­
imotelr .1,400,000,000 and iU oarniJ>&• han boon ao croatlr 1nere&D.Id, 
u4 ita uponaea eo reduced, thot llll iaprov .. nt ot aora t han t69 ,000,000 •• •4• 1n ita aot aound capital otruoturo by tho end or 1938. U 
turthor ovidii>CI be required t o d...,utrsto t ho aolllldneaa ot our pol1ciea 
u4 t ho otticianoy ot our llill1a&IMD.t, •• point with 11UatacUon to tho 
remarkable reeiate.D.co ot the Bank to daaag1D.& ottocte aa a reoult ot 
tho u...........,ted u4 UD.t&ir attllca Mdo upoD. it e.nd ita -gamont, tho 
Bank'o buainoaa haviD.g r..aiD.Od at normal lovola u4 i ta a&rD.ingl 
haviD.g 1ncroaood. 

OUr Board ot Oireotoro baa at two CO!laoouti n moot i na• 
diooueeed tho m~tter ot tho Department • a roquiromont ot iD.Oroued 
capital atructure , which, as I at&tod to you, ia extra-legal, and 
appear• inequitable and arbitr&ry booauoo it ia not applied to all 
be.nka. Nonrtholou, on the baaia ot tho ....,,.nd\111 u4 our under­
at &n41ng with regard to the procedure to bo tollo- , arrind at 1n 
our oontoronco ot February 25 , 1939, the Board ot Director• a t tho 
Meting oa llarch U intend a t o taka dat1n1 ta &ction to propose after 
oollteronoe bJ the ~t with rou tho tia.al plOD. t o be aubaitted 
to our otookholdora llnd 1ntora1ng t~ ot tho lldditional capital 
to be IUbacribed. 

Your a very trUlr, 

S/d L. II, 011J1D.ini 
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&:arch 9, 1939 . 

:.:t , OtiC!'ttl 

.. r . .... harboncly 

Purauo nt to :·our tcle•Hon r o t•ttt ot ;t•ntor day , the tollowing 
l a a r ou · . o.:.t l i :n o'!" h t a~-ec rd t o t'o t he tucte llitb r a!"erenea 
t o t't~ '1 ~J ~! ... i:lvolvin- t !le an~ or . J"\erica r:otlon.al Trus t e!ll 

'71. ;~n: t t to , .X.."l n"b~ctsco , ca:.ttor:J la : 

In 1931 a..: 193..;. -ret tt o!" t"".~ ·~..r.l: o~ . ..oorlco totall~ a.l.Most 
·~". 1 , c l~ ·:d'!"ied !. ... .. con- bMkltble and. loss- 1n re'""!)rts 

'- t!.l'):t ~~a by national bank exa- tner • ':. .. 1 1 ... .z-•"t & to 
.. :\' Or' :.or e t hen ~35 ,000 ,000 tir O '.-.. ''!C t o t ':.\r&e 

"·-.et a or sale treterr&d to ar~ , . :- t :.•. :-- ~ rice ~or:-ors-
tlon contn.ct s } ent er e:i !:"!.to tet ·.:eot. t !4 ,. ·• t .1a ';or;-oratio4 

.. , .. lc~. ·J. S u · tolly-o~·med aubeldlary , t '!-ransa:1erie~ 

C');· ··or ... tio • ~""'c co-·.r~ct !'r o·; i' :nr• - :,. · o. , ... t. "' ":rurc!.cso 
.. h:lt ,y tlte =or;rora tion of ~.morica at t he O"td Of O!'l'J :t(' tJ.r !'TO:~ 

:t ,.'{.,;.::J.t!."> • • t ..:t· .... · ;nt ee of t :u! or1cinal contracts '#:ere 
l):tt en.1otl frol~ t i.:-.>3 t o tine . ....t t '1.. t t ~' .... -. ... u· ~~ i~~.~ Cor:nrc.t~l)n 

o .. :ud 99 . 65"io!' the stock or th~ -:er;k t-~nJ. wuc , ··, re!'ore , res~ .Sibl o 
.. !r:.~ctl ot· inc.irectl:t for t he t hreo\oned 1:r.pu1rr:ent o! t ;.e .;)a .. ~: ' 3 
e !. • .• 1 • :· .:tu:"o . ...:l"";$e~". reutl:; , ~ra.naa;.~urictJ Cor}Xtratton took over 
\. ~ ... $..:Dtt ... o! I::tter-.~erie:.. ';~:-;or .... tio:l ( ~·.~.:.,.~-..~or t: t:!c ~or) .. rat1on 
'!' . ... .::-ica ) unJ assu::ted its 11o.b1lit1ea . one or ::sc~· ·u:: ~h~ ' •t:.l ::ets 
:- ·"" o .. t e , 35, 001) , 000 oblisatlon r epr esented b:· t.:1e <.tore -
" • • ~!.....-ee co \ ";r&ets . 

l S:! - !~~ C:.! .... ;j.'!:-ecl - t.lor l.J \'al .... e or C'lrtai:ll u::.~,late~ 

cne:"!'\:ldnt. a.t.-! ::.unlc .. !'--1 bo:-:~~ o r.e ' t "' "''"-·:· •. _s -:-1t~9~ ::.:- 0:1 
...._ • .. b~o.:e. 'tO t :.e eneot o~ r:ora t.\o.&.n ~l4.00~ ,'Y)C) . Si:"·;:u.,;~-e -

.ll .. ! , ~ ... = -~rc·:~~e.i 11 .~~ :>:..n• r ~~ t. .e 'non-hc..~~ble e.n:! loss .. 
tt.sasta prevtoue1 ;· Sol<i. un.ier the Int ur - . .:~r1ct. ~o:-:-or~~i~ .. <:.,~-::r-et .s , 
· -roca ·. e o .. t lottlse r e '!lurehases belns c;p!'l1e,: t;r. arj the re! uet!on 
)'• · "' !! 'l tt:· o~ ':'r-....::.sarer\ c_ t;or~l·.o. Uon to t he 3ank u.o.dsr t he 
Oll U controcta . O:t or a'Cout t ho do. t ea t he ' r.o:\-1 u :~u'bl'J f t.._ 1?£5'' 
to <Jt oru re. i.lrc~&sad , t hel' vter~ clu..r aed orr as lo~ses on t be books 
o." •'•J.. I '1 J':tl'ti~lce.t!.on ~or t t·Jse ~:·a.n:.uctlons tt c;rpear a to 

t-o t ho toal t lon or the officers ot t~o ''u.nk t htft !. :!" t 11e u:ueali zed 
; .. Y: O'o t~9 Lecurlties which 'l:ere o;,"fitten up had been realized by 
a ea!e o~ t·JCl~ r ec'J.rities t. ..... t ho!.c ,.r o!'ito 1'-..li .. 'een U-"ltillze:d in t he 
reo '::ll .. t of' e J.tv :c!e:ll! , :"'.Or e than 991 or tht.t. d l\' 'C:.e :'ld ·-coul.i ~.c.ve i.D­
'C"' ' o • .~ 1. l t d ! i t o::' :'ranau&rieo. Corporation or 1 ts eubsid larlea, 
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an4 the return or that dividend by Tranaanorica Cor poration or 
ita eubeidiariee to the Balik tor oppl1c1>Uon on t he Inter-America 
contract• woul d have brought about eubetant1all y the I&QO result 
eo \.OUld have been accol'lpl1e.hod in t ho O&IU!tr indicated above , ex­
cept t hnt by tho moans adopted, tho payment or taxea in an approxi­
mate amount or $3,000 ,000 was &Yoidsd. Apparently rotorenco is to tax 
savings by both the Bank and TranGanorico Corporation. 

~. Foley requeets that no action bo taken with reference to thia 
metter ~ithout clearing ~itb hia. 
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..... 11. 9, l9S9 

1ll!:!.:ORA!IDUl.l TO : Ill'. J'ohn I. ll&nu , 
Under Soorotary ot tile Tro&lllll')' 

Tile attached ia cow ot a l.ottor received todq 

tr .. tho Preoidut or tho BaDir: or .A.Mrioa. 

You will note that ill t ile final puagrapb llr. 

Giannini •Y• • ... tho Board or Dirootor o at t ho meeting on 

~reb 14 intends to take definite action to propose attor 

conterence by tho ~emant with you tho final plan to be 

aubmi ttod to our atockboldero and illtorsing the~ or the 

additional capital to be aubaoribod." Thia woUld seam 

to be a coaito:ent that initial otapa will be taken at 

the meeting on ~h 14th or thia year to pro•ido tho 

additional capital reqUired not iater tban 1\ule SO, 1939, 

P.D. 
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llaroh 10, 1939 

To: Tho Soontary 

Prom: llr. !llln .. 

Und~r date or February 20th , ~. loooo lonos sent 

a lottor to ~. Giannini , copy or whiob ia attaohod herewith. 

In 1111 memorandum or l'ebruary 15th I s tated tlu<t I would not bother you 

about t hio Giannini matter until oomet bins concreto happened . I ..., 

brill6il18 tbla to your attention now ao tbil ie tho tirat c~ 1n 

t ho oltuaUon which hao taken place oinco II¥ auorand~a. I UDdorotaJ>d 

trOI'l 1eooo 1onoo tlu<t thors is no departure 1n what 1u< is propoo1116 

to do hen rl'OIII what has been dono in other caeoa in tlu< pos~. 

Aloo , oince my m01110randum, llr. Giannini lu<e replied to 

a latter trom the Comptroller of t ho Currency , in which the Comptroller 

o4vieo4 that tho preliminary tiguroa or the audit ohowed a necessity 

tor tak1116 stops looking to~ard ausoenting hio capital to bring hia 

raUo up to 1 - 10. In tbia letter ~. CiallDini ·otatea that ha beo 

every intention or go1ns through with h1a agree::ent to raise now 

capital but it 1o a ppuent troa tho tono or the lottor that when be 

dooo oo it 1a with a rool1116 t hat he 1o goins ror beyond any nquiro­

ment ot law or oven beyond requirement oude by tho Comptrollor or tho 

Currency upon other banks. I n other words, to put it simply, I still 

beu ... L:r. Giannini i s going through wab the program in spite or 

tho root that he dooo not like it. 
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M&roh 11, 19!59 

The Bank or America in the zoar 1938: 

Earned approxiaatolz t 1•,000 ,000 

paid in d1T1donda 9, 600, 000 

placed into d1Tidend protite • ,.00,000 

U ot Nonllbor 21, 1938, our latest oxaalnatlon abowa: 

net aoUDd capital 

loaaea 

doubtful c1aaa1t1cat1on 

a low 

depoeita 

.102 ,3«,000 

~.883,000 

?,!!85,000 

112,468,000 

1 ,3?9,000 ,000 

There 1a no acute d1ttorenoo ot opinion between our 

oxuiner and tho bank off1c1alo u t o t he loaa end doubtful 

olaeait1cat1ona . In the critici ... aade b7 tho examiner ot 

t ho practioea which may be oono1dored to be waound end un­

llfo (and pooaibly 1Dvo1Ting ooae crl.l>.i.Dal 11eb111ty) troa 

tho atandpoint ot t he Comptroller' • ottioe , there are tbrae 

notable oaeee which are typical ot a groat many others. 
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Tba ttut of the .. inYOl'f .. & trauacUon in which 

oortain notee held b:r the ll&Dk, an4 clallit1e4 aa losaaa, were 

sold by the Bank to Inter-American Corporation, t he corporation 

baing liable to the Bank under t he contract agreaaent tor the 

purchase price. Tho notes aold to the Intor-Aaorica Corporation 

were secured by collatoral 1n tho tor~~ ot Tranaamorica atoelc. 

Tho lou claaa1ticat1on .. .ada by our exaainer did not apply t<> 

tho tull toea 'falue or the notes but onl:r to that portion or the 

tece 'f8lue which exceeded the urket 'falue or t he collateral at 

the tiae ot the oxaeination. It waa only t bia aurplua above 

market value or the collateral which wao aold t o Inter-America 

and later when the ..alue ot the Transamorice etock hold as collater­

al approoiatod, t ho appreoiation wee credited on tho aaount ot the 

original loan claaaitled as lo•••• an4 which had boon aoaume4 by 

t hla wholly owned subsidiary ot Tranaamerica. Still later when 

tho mrl<et receded the.re wao nn corruponding entry 1ncreeaiDg 

tho oblisation or Inter-Aaerica to the Bank. Thie whole trana­

action between the Bank and Inter-America actuall:r eAOunts to a 

guaranty rather than a sale; a guaranty wltbout consideration. 

A aecond example ia tho caaa of t ho bank toreoloaina 

a real eatate loan held aaainat a countrr club. The bank loan 

wao $66,000, and attar acquirina title un4or torecloeure the 
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property was sold to California Landa t or ~.ooo, a protit ot 

$16,000. California Lands made no down peymont but the full 

anount waa added to tba obligat ion or Ca lifornia Landa to the 

Bank on their contract. One month Later a profit or $14,000 

• wna oroditod on the guaranteed loons or Tranoamerica corporation. 

Thlo transaction apparently traded a good asset or ~14 ,000 for 

a doubtful one of tba oar~ a.ount, it beine eoaumed t hat the 

l'ranoamorica paper waa . sounder than tba paper or Colitornia 

Landa . 

The t hird example io the so-celled Gontzer loan or 

t lO ,OOO secured by real est ate valuod at 87 ,000. Apparently tho 

bank sold t be loan to Trans~"!erica Corl)Oration . 1noreaa1ng their 

gua ranteed loane obligation t o the bank . Tho bank ..... then 

allowed to acquire t1 Ue to tba property and sold the property 

to t ho CaPital uompany tor f l2,000, crediting Traneamerioa with 

$10,000. k rn daya later t he bank charged oft a lou ot $5 ,400 

on the sale price to capital C011paey but oo portion or tho credit 

to guaranteed loona wGa reverse~. Since the bank onl y realized 

$7,000 on the aooot 1n tho final analysis, tho ditterence ot 

0:1,000 credited ae a rocoYory on guaranteed loano in equi•alent 
,. 

to a donation to the bank tund to reduce the obligation or 

TraniiUlariea Corporation. Thla looks Uke a oloar case or the 

Bank ot ~rica ba1118 ailed tor $3 ,000 1n tuor ot Tranauerica 

Corporation . 
llnit ialad: w. P. r.) • 
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lor the Coap!!oller: 

'l'he illatiUIOea I apoke ot to4a¥ u haYiDC been gleaJled 

troa the lateat report ot eDai~~at1o)1 ot the Benk ot .Aurica, 

N.T. at S. A. are •• a-.-bed below. 

Tiler do relete, I t1114 upon rniew, to t he •oontracta• 

ot Iuter-.u&riea Corporation, CalltOl'llia L&nda &114 Capitel 

Coapa~~y. 

ll) Portiou ot certain 110\ol claultied aa losa, 

and otherwise unbankablo aooota, were oold br tho bank to 

Inter-Aaorica Corporation, the Corporation being liable 

to t he bllllk Ullder a colltraot acre••nt tor the puroheae 

price . llan7 ot theae notes were IICIU'ed b)' etcck ot 

Truaaaerica. u the u.rut Yalue ot t he Tru-rice 

etock 1ocreaaed, the cbe.rsed-ott portion• ot these 110h1 

wre re1oeteted •• actin .... to ot the bank b)' wrltui& 

up t he aoUn portion ot tho 101.111 . Tho UIOUDt due 11114er 

tho contract troa Intar~arioa Corporation ~•• corroapond­

ingl)' reduced b)' a credit on the bank booko. 

A lo&D b)' the bank to BolkoWltZ o IICIU'ed b)' Trani-

Ulrica otook, waa charged ott in part u4 the charged-ott 
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portion ..U ta ~a..-rloa OorporeUon, lAter, tllio 

aoU'U portion ot tlla lou •• wlttea up tal,OOO wtn 

a oorraepondlDS oredlt on the latar-Aaerloa Oorporetioa 

oontraot obligntion to t he bank. Still letar, tao,ooo 

ot tble lou •• oharp<t apiut the Wldirtdad protita 

&OOOUDt, but tbe Cr&dlt giYOD the lat&r-rloa Oorpo­

ratlon •• not ranr&ed. ~bla rapra-ta a 411'araion or 

bank aarntnsa to 'l'ranaaarloa Corporation and ita 

aubaldlarlea. 

(2) The bank bad a loan or t66,000 to a ooUDtr)' 

olub. The bank toreoloaad and eold the propart;r to 

Colitornia Landa tor t82,000, or a profit or tl6 ,000. 

C&litorDia lAnda made no 40WD• p&1Mnt but the tu11 

UIOUDt •• added to the obl1pt1on ot Calltornia X....d• 

to the bank on their contract. ou aonth letor a profit 

ot t l•,ooo -• oredi\et on the *........,toed loeu• ot 

Trau•arioa Corporation. U t hera •• &D)' prot!\ 1D 

tbl• treuaot1on, it ahould ha ... 10111 to the benk. 

(:S) J. lou to oant•er tor $10,000 Mourld b7 

real .. tate nluad at $7,000 •• in datault. 'filii hank 

elialnatad tha loan, than aoquirad tltla to the propart:r , 

•old 1t to Capital COap&DJ tor $11,000, added the tllll 
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uollllt to Capital OaaJiu7' • ooDtraot indebta4D .. a aD4 

reporte4 a reoonJ')' of $10, 000 0 11 tbe eale. 'fb1e t lO ,OOO 

wae ore~ite4 • • a payment on t he •suarantee4 loane• of 

'l'ran~&Mrloa Corporation. A fn 417• lah r, t he bank 

oharsecl off a loa• of $5,o&OO on tbe eale price to C&p1t&l 

CcaplD7 but no portion of the cre41t to •suaranteet loana• 

wae rneree4. S1Ace tile bank onl)o realbe4 $7,000 on the 

uaot in tinel anel)oala, the 41tferance of $:!,000 cre41te4 

aa 1 reco•eZT oil •guaranteed loana• 1a equ1Yi.le.nt to a 4onat1on 

ot bank profit to reduce the obllpUon of 'l'raDolllUrica 

Corporation . 

Upa 

• 
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For tho Caaptrollar: 

One thl.Dg oooura to .. In 00111110tloo w1tb t be latter 

ot Fobruar1 25th from Mr. Jaooa Jonoa to Mr. L. M. Ol•nn!n!, 

a copy ot which :you heYe ginn ••· .Ualllllq thet 'rransaaarica 

Corporation exeroleao Ita pr ... ptha right to oubacrlba tor 

approzl.aatolJ halt of t he now luua or pratarrecl otoclt, on4 

aeaumlq tbat 'l'rollaaaarlea will borrow tho IIODIJ tor ouch 

pUrOheoo troa t he Roconotructlon ¥1Jwlco Corporation at the 

rote or $, tho realllt would be that through u. s. Conrnasnt 

tlnuclq 'rre.D811ftorlca will not one-holt or one per ce.nt It 

tho diYidond rata on tbe propooo4 laaua or proterrad stock Ia 

~-
Accor<ll.Dg to law, a Ia n.aceaaary that the Coloptroller 

or the currenc)' appron, uona other thlnga. the cllrtdend rate 

to bo peld on prerarrecl otoclt to ba loauecl b)' national banlta. 

Tborot ora, It thla office approna e d1Yidend rate or 4~ on tho 

propoaed loOUe Of preferrecl otook, 'rraDIUierlca will t harobJ be 

enabled to net the aforementioned one- holt ot one per cent, 

whiab Ia 1D offaot an additional d1Yiden4 o'for and aboYe the 

•~ra than ample diYidend preaantl)' balac raoel•ed b)' tranaaaerlca 

on tho b&Dlt• a -• otoolt. 

Upa 
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oo pT IIAJQr 07 Alllll.I~ 
~IOIIAL mtiST AliD SA.VINOS ABilOCLII'I<Jr 

SAN 71WIOISCO, O.U.D'ORHU 

Ooa~rollor ot the Currenoy, 
TNaaury Department, 
Waah1ngton, D. C. 

Dear Sir: 

llal'oh lS, 1939 

PureU4Dt t o the prograa outllood lo 'h• -·­
ron4Wt ot Docebar 15, 1938, tho Boar4 ot Dlrectoro 
ot Bank ot Aaerica, N. T . ~ s. A. at ita regular meoune 
hold on !!arch 14, 1939, a4op'o4 ruolutiou rolot1ng 
'• oapi,al locrease and tho payment ot a 4iYidoll4 . 
Copioe ot tho ruolutiona roterrod to on-. oncloaod . 

Copi es ot these resolution& h&Yt aloo been aont 
to tho ott1ca ot tho National Bonk &:r&Jninor in Lot 
AD&oloa. 

Roapaottully, 

R. P. A. l'rorar4 lei 
R. P. A. l'rorar4, 

Secretary 
Boar4 ot Directors. 

') 
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II!IRIAS, U 1a tho 4oal.n ot \Ilia l!oar4 ot 1>1rao\ora to oarry out tho oplrlt or 'be reooluuon o.4opto4 by the Boe.r4 oo. lo.ll\1111'7 10 , 1939; 

NO'il, Tll!iRXFORI, Bl 1'1' 

RESOLVXI>, tbo.t a IJ*Oial oolalt\M be appo1llte4 , with _.. to aot, t o etl>dy the oapltal structure or thlo .UIOo latlon, to ..,rlt out tho 4ota1la ot a plan to lllare .. e t ho capital stock of the Aaaocletion an4 to propoao through tho Boar4 to t ho otookboldora ot t bla Aeaooietion after agreement botweon the aanasoaont ot tbia ~aeoaiation and tbo coaptrollor or tho Ourronoy 1D regard to thio oubjoot a plan dao igDed to ottoot auch inoroaee; and 

81 rr JroRriiER RESOLVXI>, that tho tollowlJI& IWlOd P8ll'IODO be , and they hereby ere , appo1Jite4 t ho aeal>oro ot oa.id epocial oomm1ttee: 

.llerob&l llalo 
c. R. -r Dr. o. 1 . Caliori 
J. w. Jllllt, 1r. 
Dr. A. H, 01o.nniD1 
A. P. G1anD1D1 
L. II, G1o.nnin1 
c. N. BawldDa 
H. A. llazzora 
'1111. Wallaoo Y.lll 
Hanry s . llolt60 
A. J, llorlan 
Dr. c. 1. SUlllY&D 

I , R. P. A. l'f8rer4, tho duly elooted and qual1t1e4 Secretary or BANX OJ AIIIRIOA NA1'IONAL '!Rim AND SAVINGS ASSOCIATION, a notional banJcina aasoo1at1on organiza4 and artattna \lllllor and by Ylrt ... or tb& lawa ot t ho United States ot Allerioa, end hutna ito prlnolpo.l pleoo or bua1Deea in tho City and County ot San Jr&Dclaao in tho State or Celitomio, hereby certity and daalare tbo.t tho torosoina rooolution 1a a full, true and oorreot copy ot a reaoluUon duly paaoe4 and adopted by tho Boar4 ot Diroo\ora ot oaid bank at a cootlng thereof hold on the l•th d&v ot March, 1939, purou.nt to tho By-lowo, ot which aeauna a quorua ot t ho Boar4 or D1reotora •• prount &Jill Yote4 111 taYor or oaid roaoluuon; that oaid r""olution bo.o ""t beon roooiade4 or Uloll4e4 &ad that tho - 11 at1l1 1ll tull force and otroot. 
IIi 'ln'NISS 1IIIIRJOJ, I bo.n bo.rounto aot rq han4 and atr1xe4 tha •oai or aid Aoaoc1aUoD on tbia ltlth day or March, 1939. 

IUIOIW. TRUST AND SAVIROS ASSOOIATIOJ 
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IIDlLVXD, \bat a 41Yidelld of t l , 20 per abare be 
an4 the - 1• hereb:r daolared out of the net protita 
of t hia A.,.oo1at1on upon the hauea aDd outatandi.Jia aherea 
ot t ba capital etocl< of tbia Aaaooia.Uon pe,:ra.ble 1n the 
tollowins ~~anner, to wit: 

(a) 60 oante per ahara pe:ra.ble on llil.roh 31, 1939, to 
ehereholdera ot record at the oloaa ot buaina .. on 
lla.roh ll5, 1939; 

(b) 60 conte per ahara pa:rable on :1/.u 30, 1939, to 
aharaholdera ot record at the oloM or buainaaa 
on luna 15, 1959. 

I, R. P. A. IVl!RARD, the 41117 alooted and qualified 
Soorata.ry of BANK OJf AII!IIICA NU'IOIIAL TRI13'r AND SAVIIIOS 
ASSOCIATION, a national banking uaooidion organized aDd 
axietins under and by Tirtua of tho lawa of tba United Stat•• 
of America, and haTI.Jia ita principal plaoo of bue1Deoa in tho 
Cit)' and Count:r of San Jfranciaoo in tba State of California, 
horaby cartif)' aDd declare that t ho foregoing raeolution 1a a 
tull, true and correc.t copy of a rooo1ut1on duly pa .. ed aDd 
adopted by the Board of D1ro<>tora ot aaid bank at a uat111g 
thereof bold on the l~th day of Uerob, 1939, purauant to the 
Br-1•• • · at which aeeUng a quorua ot t ho Board or D1ro<>tora 
waa preaont and Toted 1D tuor ot Mid roooluU on; tbet aaid 
reeo1uUon baa not been raac1ndo4 or uelldo4 aDd that tile 
- i a s till 1D full foNa and ottect. 

Dl lfmi!SS IIBIBIOJ', I hen berounto eot -q han4 
and attuod tile aal ot ea1d AeaooieUon on th1e 15th 4&)' of 
lla.roh , 1959. 

SIAL 

Seorota.ry of BAli!' Ol" AIIERICA NU'IONAL 
'1'R1lST AND SAVOOS AIISOCI.U'IOII. 
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..... .. 111, 1139 

IIJII)JWmtlll J'Ol Jill. III[AIIO: 

Tlw boarcl or direo~r• of tho Jlult or Alllr1oo 
!IT to SA ot their _,1118 l11t noDin& 4oollre4 a 41T1-
4oD4 ot t 1. 20 Jl8l' lllaM 11"111>1• Olll•balf llaroh :n aJ04 
tbo balaDco J\1118 30, which 11 ot tho - reto u thoM 
4ec1are4 aot year, ,..17, 19-1/10!1 on tile capital. 

'!be 41rectoro poooa4 a reeo1uUOD appo11lt1n& 
a o ... 1t~OO OOD01s\1JI& of th1MM1l, 11lalu41JI& thrM of 
tho u1UD11l1•, ~ reTtow tile reoollt ropon of oua1DI­
UoD, ~ collfor with tho off1oo of tile CCoaptrollor of 
tho OurreDC7 with o T1ow to doto!'1111l111C tho I.IIOU1lt of 
preferred atook to bo eo14 ud ~ report 1U ttlldlll&• 
and rec~Ddat1one . 

• · .-. rox.om · 
Ch1of lla~1oD&l llaDit !DlUnor 

• 
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llaroll 16. 1!139 

fOR Tllll: fllll!IJ'I'&Jif: 

Tile tollowillc tt.«uroa ara tor 70111' 1ato .... ~1oa 1D. 

oonnaot1on w1 th tho propoaed pretarred atook hal wUh tha 

Bani< or Allerlca. The:r are baaed OD tile auuaptlon that 

JO aUUon dollaro ot protorrod atook woUld be 1oeuod. 

1. Tho propooed plan woUld ba 110ro oxponoln tor 

tho Bani< t han t bo ordlne.r:r diraot Plll'Obaoo of profort'ed 

owok b7 tho R. F. c. bocauao tha pro poled plan oaUe tor 

a 4 por out diYidond, wltoroae tho B&nlc ooUld obtain :S por 

cont dlroot troa t bo R. F. C. Tbo add1t1oD&l ooot w tho 

BaDk ie oboWD 1.n tho follow1118 table. 

<&~ dhldond -­
Susgootod plu 

~ d1Y1dond -- D1root 
p\ll'Ohaao b:r a.:r .c. 

Add1t1oD&l ooet under 
ausguted plan 

Annuallr 

.1,200,000 

VOO,OOO 

• :soo,ooo 

6 yoara 
(Lifo of preferred) 

.,,200,000 

&,400, 000 

.1,800,000 

2. u Trail-rica •• ,. to borrow frcwt, t bo a • ., • c. tile 

110noy w1 t b which to bu;y ito pro rata oharl ot a 30 aillion 

dollar protorred otoot 1aeue , Tranauorioa woUld aotual17 

reallsa not 11looao on t ho deal whlah wao tlaanoed b7 OoYorn-

Mnt """'7· Tile AJIOUDt realized b7 tho boldillc ocapany troa 

tho :a.at 11 aho1111 1n tho followillc tabla. 
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~ d.irt4eD4a oa 'l'A' • 
p:ro ra\a tlll,600, 000 
ot prete:rred. 

~ 1otereat t o R.Y.C. 
OD tlll, 600 ,000 

Ret 1ocoae to 
~rica 

-·-

t 6li,OOO 

6 ,...... 
liM• ot !l!'et~) 

ta,ou,ooo 

I , Ma ,OOO 

• 3'18,000 

Thue two tacu 1o41cate that the plan ie biU'deDaOIIe OD 

tha Bank u4 profitable to the bank lloldlJI& OOIIJl&n7. There 1a 

oo apparut rauon wh:r, 1t the objeotin 1a to put local 110na:r 

i nto the Jlenlc, Tranaaaorica ahould han to borrow the IIODe:r 

with which to purchaoe tho preferred atook. The *let recent 

Tranaaaorica balance abeet l•• ot Docaaber 31, 1987) indicates 

currant 111ata ot !54. m1111oD dollar• in oxceaa of currut 

l1ab111 tie a and total aurplua of 68 a1ll1oD dollars. Included 

a market nlue of t99 , 000,000 of which t8() ,000 , 000 are tree 

froa pled.ge. Tharetora, Tran-rica should bo able to raiaa tho 

cash tor the preferred. ato<:k purcbeao witllout borrowlog troa t ho 

R.:!' .o. The aaae 1a true ot llr. GiaDD1o1 wbo, accord iDS to hie 

own otatomont ot hie not worth, would haYe to bU¥ onl:r *'•000 
worth ot the new preferred. atock aDd could raiae t het aua out ot 

aoae ~.ooo worth ot Mrtetable aeouritioa. 

Ill thia oo~~~~ection, it 1a inter11t1111 to oote that a 

OonUDU&tioa ot d1Yidu4a OD tile -· atook at the preoeat 
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, -·-
raw (atWr au-oa tor U'li._.. • a - )liNt..,.. n.et) 

WOII14 au-Uoall7 re'lra tile Jlftforreot noot wttUa \M au 

~· ooet•plate4. Ia otbu worta, 1t ~n•• laftned 

t u,eoo,ooo 1a ,.. pretarreot atoot, u eoul4 n1ll azpeot to 

reoe1n onr tile aut alz 1H1"'I tal,OOO,OOO 1a 41T14ea4o oa 

tile •-• nook or the s...t wh1oll H llol4a. !lleH ttcuNa 

aucaon tllat 1a roall~ ,...,_1 .. ~to tile s...t t o pq 

t or lta OWII preforreol nook t.llrCJUS)l tile 411'14oDh whloll tllo 

Balli< Will pe.J' to ita - otookllolhra. tt tll1o 1a t.,.. , 
tllore 1o ao rooooa • IIJ' the IMalo:•a Ml'lliaC• allolll4 aot 'bo ro­

t a1De4 1a tile !!aDic tllro11811 aOOH othor plaa t llu tile protorro4 

otook plaa, wll1oll 1D eeHaoo reqllirao tllat tile MrD1qa bo 

ba.u4o4 onr to Troa-•r1oa IUI4 otllor o.,..oa otookllol4ora IUI4 

non puae4 baok to tllo 1Ma1o: u a redaapUoa ot tllo ,.. -

torre4 noot. 

• 
' 

• 

• 

• 
• 
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Pr•• 

-• 

.. ... ,1 .. 

!be C-ar'nl~r ••1114 llko a lopl ~1a1aa 

aa to e.-.r !r:NM••n.& C~e:ret;U. u a hel41Ac 

OOIIP&IlJ attUute er t;N Bank at ... noa •. 7. • s. A. 

ot SaD PraDoboo, Cautoi"Dia, aa ncpah4 1a t;be att;aobed 

- oftlldlla tna Ill'. hlaoJ' to tho c-.tnller all4 tbo 

photoa11aUo oon ot pacoo tr. tbo 1a teat; :repol'tl ot uui-

11& Uon II the bUlk. 

) 
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Tos 11r. Delaao, Ce.rptroller or tho Currono:r 

Froa1 Jlr, Pole:r, Aotlq O.nenl 00\Ulael 

Rorol'onoo 1e •• to the ...,randua or Marob 211, 1gag rl'CIII JOUl' orrtoo r&CJl .. tiJig a legal opinion U to wbethOl' 
fr&nl&ael'ioa Corpol'&tion io a holdiQB oo.pan:r arrillato or 
the Benk ar '-l'ioa, N.T. & S .A. or ~! an Pl'&noieoo, Calirol'nla. 

It 1a rq opinion that !ran-rioa Corporation 1a 
a hol41.Q8 oo.pan:r arrntato or tha BanJc or .t.Mrioa, N.T. a: s.1. , ae 4orino4 in ••otion 2 or the BLnkiQB lot or 1gaa, a 1 aaendod (u.s.c., Sup. IV, title 12, •••• 22la). 

sub .. ot1en {o) or .. otion a or tho Banking &ot or 
191111, ae ... n4od 1 pl'OYidoo ae rollOWI 

0 '1'he tera 'holding o-.pan:r arrntate t ohould in­
clude an:r corporation, buein••• truet, aeeoolat1on, 
or othol' e1ailal' orsan1aat1on --

"{1) Wb1oh owne or oontrol e, dirootl:r or 11141-
notl:r, either a •Jorit:r or tho ebane or oap1tal 
etook or a llellbor bank or •n than 60 per oontua or 
tho nu.bol' or obaroe Yotod rol' the oloot1on ordl­
noton or an:r one bank at tho pnoediQB election, 
or oontl'oll in an:r annel' tho election or a •Jorit:r or tho dil'ootoro or aQJ one bankJ or 

0 {2) Pol' tho boner1t or 'Whou abanholdoro or 
MUon all or oubotantiall:r a ll tho oap1tal otook 
or a ~er bank to bold b:r tl'Uitooo. • 

UDdol' paragraph (1) or oubuotion (o) a corporation b 
a holding oo~n:r arr111ato or a Maber bank or the Podoral Ro­
l&l'YO a:rotom 1r it ralll into ono or aoro or the throe rollow-
1Jig oategor1oot 

• 

(a) It OWD8 or oontrolo, d1reotl:r ol' 1n41rectl:r, 
a .. jor1t:r or tho ohano or oap1tal otook or 
1111oh -uer banltJ 

(b) It owno or oontl'olo , d1rootl:r ol' in411'0ctl:r, -1'• than 60 per oontua or tho n~er or ohare• 
•oted rol' the eleotion or direotero or ouoh 
bank at the pnoo41.n& eloot1onJ or 
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(o) It OCIIIti'Ola 1a ~ -01' tbe OlMU- of a 

•Jol'1t:r at the 411'eotoi'O at ouoh ballk. 

lA vi" at tbe at•aabed -Nil4~a, 4ated •rdl fl'1 
19SQ, 1D1t1alo4 b;r Mr. W. P. Polpr, Ch1ot Bat1oaal B1.DJ1: • 
Rzewsnel', it 1a -oouar;r to 4atom1Ae at th1a tiM whether 
~11.1-1'100 Corporat1o11 1a a bol41Da O"''P"ftT att111ato at 
the BaDll: at Aaor1oa, B.1'. a. S • .t.. wuler oUher oatoaor:r (a ) 
or (o) above, o1Dao U 1a obv1ov.a 1'1'an-rioa Corporation 
h a boldilla OoapeftT att111ah ot the Blllk ll.D4or odqor;r (b). 

Aoool'41q to llr. Po~or•a -Nilcba, 111'. lbluoll o. 
Saith, Vioo ProaideDt and Caah1or ot the BaDll: ot ._rioa, lf.t . 
&. s .A., told Mr. l'oJ.aor pononall:r, on •rllh 28, 19SQ, that 
tho atook ot the .Bank owned b:r TNDaqorioa Corporat1o11 •• 
voted b:r p~ at tho la1t annual -•tilla ot tbe Bank•• •took­
holdora on Jan\&r;r 10, 1989, at 'llhioh .. atlas a oa~~ploto board 
or dirootoro ot Ill lUIIIbon •• olooted. Aooor41ng to a lottor, 4atod Januar;r 12, 1989, ad41'oued to tho Collptrolhr ot tho 
Cllrrono:r an4 alsned b:r Mr. ~.P .A. llworard, soorotar;r ot the 
Board ot D1rootoro at tho BI.DII:, t~ero -" 2,0f0,898 abaNo 
roproaODtod at tho -•tilla on Januar;r 10, 1989. 1'ho ourront 
report ot one1Mt1on ot tho Balik, 'llb1oh o-onood on Bonabor 
21, 1988 and oloood on Jl'ebruar;r 281 1989, Nnall that 1'ran.l­
... r1oa Corporation oned dll'ootl:r 1 1 &08 168 aharoo ot the Bank'• g:o~c, while tho aubdd1arha ot frano ... l'1oa (Cal1tol'D1a 
Landa, ., Capital Ooapen:r, Oonoral llotall Corporation!.. 
Oooidont;al Lito IU'Ili'OZIOO C-.pOQ7, and Pa o1tio lat10D&l. n.ro 
lAamoaMo COIIP&D7) -.1 18l,t78 ahaNo, and two noes neoo 
(Lo Ra:r & Coo a nd Roher a. Co.) owned 168,817 &haroa, wh111h, 
aocordilla to tha an•1nor, oro oontrolled b:r 1'rana-1'1oa 
Corporation. 

. li'roa tho toroaoilla, it 1a obwiouo that it llr. llluoll o. Salth'o otat•ant to Mr. Polgar 1a oorroot, avon 1t proaioo 
on bab&lt ot 1'NnaUlorioa Corporation voted onl:r thooo obaro1 
owned d1raotl:r b:r 'l'rano .. orioa Corporation, ~l:r. 1,&08,188 
ahareo, Tranaqor1oa Corporation 1a a holdilla OOIOP&D:r att111ato 
ot tho Bank at ... r1oa, lf . 'l'. a. s • .t.., ll.D4or tho 4at1A1t1ctD oo~a­
t ained 1D ooot1on e ot tho Bankilla .t.ot ot 19&8, •• ~od, 
o1Doo thooo obaroo ocnatltutod aoro tb&n &0 par oontua ( 1111 
toot aoro than 78 por oontua) ot tho total nUIIbor ot &llaHI 
voted a t the Januar;r elootion (evan •••ualDa that all the 
other obaroo ropreoonto4 at tha aootlng voted). 

B.B • 
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11r. auaall o. aas.b, n,, PHdMilt u4 

Caah111' ot ~ lllmk ot &.e1'1ea, •• ,, • a.&., -· Sa 

tbe ett1oa OD. tiM •Z'Illlla ot !lauoada7, .... ala U, tor 

t ba puopou ot 41&-J.D.c •• laet Npen ot -wu.aa 
at Ul.a balak, 

IIJ'. Saitta wu uka4 a tn Cl'l&•t1ou NprfJ.Dc 

tbe &D.D.u&l -•111D.c ot tiM balak•a etooldlel4&1'a Sa .Ja:>uaJT• 

Be etata4 tllat tba etaok at the baD.k ftDa4 b7 !ftlle-1'11a 

Ool'pol'&Uoll •• nta4 b7 p~ at tba mnual -•111D.s ot 

tb.e baD.k'e "ooldlal4&N Sa .J&D.'CI&JT ot tb1a JMr aDd turtber 

etata4 that the o_.rporat1011 414 DOt nte 1ta atook at tba 

annual -•t1Jaa Sa .J&IIu&JT 1 18$71 1101' did 1t YOta Sa .J&IIUAJT 1 

1N8, 

W.P.P. 
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llt.rcb 30. 19~9 

For tho Comptroller: 

Laat •'-er 1 cue to tho ooaclusion tbot at tho next 

axamloation of tho ~or Aaorica K. T. & s. A. thlo orfice 

onoUld appraise t ho real estate by some rairly co~prehonsivo 

aupl1Jl3, at leoat. 

lo(y idea ne tbot at tho ezu!Datlon boj!\IJ1 Ill llO•ecl>ar 

laot, we ohoUld aeolc tho cooperation or tho J'oderol Depoait 

Insurance Corpo~tion, tbe J'oderal Reserve Bank of San 

Yr&Do1oco, and 1o addition borrow opproisora rroa tho rarm 

Credit Ad=ln1otrat1on, tho Roaa Loan Bank Syatem and redoral 

!louting Aclministrstlon . Because or tho time ll.allta nocoasarlly 

in•ol•od 1o that oxem1nat1on, 1 414 not press t hie point or 

•lew. 

I t hink , however , t hLt In tho next examination, which 

should begin shortly and which should include an oxwolnation 

ot Trenoamorlca corporation, wo should follow tho plan out-

lined abon. 

At present, ! belieTe we accept •1thout ~ueat1on or 

invootigotion t ho appraisal modo by tho bank . It ie ~uite 

pooelblo tbat thio io 1~ too h1(!h. 

(Note : " I understand from Folger 
thla io bolns dono---~.D.•) 

Upa 

Regraded Unclassified
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T"~ UNDUt S~CRtTAitVQ~ T"~ Tlt~A8UitV 

April •• 1 .. 

!) ....... ...,.. 

1 aa eacloeioc llorewl\ll a tno oa \lle 1ea1r ot "-1'1• _,._. 
eontolal-.c a letter or tr.,.atUal to .. 4Ate4 jpi'U ••~ •tc-M "' 
J .. oo Joa... t opthor wltb tbo tollowtac oaolo.,....ol 

( 1) wttor rroa J oooo Joaoo to llr, Olanatal .,reotoc to 
......... rue tbo lftCrll'lll 1a Ol'l>Uol or tbo ~ ....... Fo~ 
25 , 1939. 

( 2 ) t.tter rro:a WUUu o. DoiiClo• to JHoo :-. 

( II) t.thr rr<>a L . II, Gt-1&1 , Proot4nt , to JoiN .J-. 
( 4 ) Lotter or roeoaael14otloa \p J oooo Joaoo to 7V•· 

(&) Lo\\or ot rooo.aoi14Attoa \p Prootoa Doloao. 

( 6) Lotter or roeo-.....taUoa \ p Loo Crowl.,. . 

(7) Lo\Ur ot r•co-114eUoa \ 7 11114or Soorot"rp llaaoo . 

l ,... ..loo on41nt; a co8ploU tlh ao outUao4 a'bo•o to tbo 
Pru14ent at lfara Sprl~ \7 pouell tbh -thntOoo, 

' 
1 t ruot t b1o lo tbo lntor .. tloa 7V\l 4oalro. 

Tbo Hoaor,.\l o Hoary Korcoatboa, Jr. 
Tbe Cl ohtoro 
Son lol""' , Goorpa 
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w.\KIII~t:•ro.' 

rcco:.ond t.!l<.t 1<e l ead 1\l.l or ""7 ; crt u r :: ~ ,(}.lO,J'.lO 

Our usunl formel r~C"o:mendut.!.on , 

~tth doWls, • ill be S<lnt w you ln uue cvuroct. 

Tt.c aonoraOle Heary llor~en~~, Jr. 
:iocr etol')' or U.. Tr .. IIUJ'7 
t.n ohln.-~ t,on , D. C. 
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IU:C:O:\'STIU 'C:TIO~ fl~.\.~c:•: C:OIWOit\TlO~ 
W.\.'tlfi~OTU~ 

.... ··-· 
April '· ltzt 

Dear Joa..J.a• 

lllcl.oMd 1a (1} con of • letter I III'Ote to •r. L. M. 
O!••tes 1 rebn&a7 21th, bu!lceUA1 the te,...a ud coll41t1oae 
llpoo wblola " -.ald fs-ca • 1DcrMee of the c.pltel atock of 
the 1-.k of Mer!• •· T. " s. A. 

( 2) A letter tro. l!llllu 0 . Dou~a, Cll&l...an ot 
the Secllrltlaa .ct '£xchenga c:-J.aaloo, dated Mareb !let, atat1A1 
thet tho Secllrltlaa .. .s Excllula c:-J.aa1oo ... DO r•- ·~ 
the RrC llbollld DOt aaalat tba atocltlloldera ot tba B...t of Aaerlca 
1. T. • s. A. ~Ill loaaa thet wU1 .,able tb•, lnclllci1DI 
rr...-arlca Corporatloa, to tl.Duca tba lncra .... 

(ll) A latter ot April S troa •r. L. II. Gionnln1, 
Preald•t of the Baolc, applJ'l.De tor a loon or loaDa OD behalt 
ot the atocltlloldara llP to tu ,ooo,ooo, to be uaed 111 tbe purcbaae 
of praterred atock 1D tbe Baolc. 

You sd.ll DOte tbat ~ sd.ah to r~ the -07 at tba 
rate of ~ • cb 7Mr for 6 7aara, •d ~ tbe 6th 7ear, wbicb 
1a a -cb aborter t1aa t11u ,.. reqllira 1D the 11qllidat.ioD ot 
pratarred dock. 

Honorable .1om ~'• S.aa 
Onder Sacrat&f7 of the TrH81lJ7 
w .. Mncton, D. c. 
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r.~~n~.,., ra, uae 

O.u llr. G11U1111n1& 

I aa authorized 1>7 our DlrectA>re tA> 
adYlM 7011 tbat, ll;>oD the requoat of the S.cret.&r7 O( 
tbe Tr .. aUJ') acd approYal of the Pruldant, the llP'C 
• 111 lead to the etockholdera of the a.ru. or .Uerlea 
M. T. &. ~ • .t. . , 1Ddlrlcluel17 or 1D croup, the 110ae7 
ne e .... ..,. to eoable each etocdlolc!er w aubacrlbe tor 
hla pro ret& ohare of ac7 1Dcreaae 1D the capital atA>ck 
of .)'<>Ur Bani< tb&t '1"" .. .Y deteraine tA> aake aod tha t 1a 
approved b7 tba Coaptroller of the CUrrucy. Tbe atock 
to be preferred atoQl bear1D1 4~ per aon1111, preferred 
both 1D dlYideoda and dietributloo. Tb• loao• wlll be 
a t ~1/~ per ..,..,...,, P&'1•ble quorterly , aod wlll aat ure 
one-taoth each rear for tln rear• Wid the balaoc• 1D 
ah yaara. 

·tie •otlng rlchta accorded the a tock • iLl 
~ uardaed by · the RFC oo ly lf tbere 1a default 1D the 
payooeot of 1Dterut or principal of the aote. 

I 

~. 1.. 11 . Glannin l 
fr~·ealdent 
' 8aDk or AaeriCQ N. T. ~ ~. •• 
~.o rraDol•co, Cal ifornia 

Slncerel.r 1~•· 

CC - The Coaptroller of tbe CUrreocr 

• 
Regraded Unclassified



Tbe ilonorable J eaee 11. Joaes , 
Ch&ln~811, 

Recooat.n.oet.too F1n..,.ee Corpor#t.lon 
~aebin~ton, D. c. 
Dear Mr . Jones: 

In the eontere>ee yeater<la¥ •1 t.h :rou tile 
Collpt.roller of tile CUrrency, .l'reaton Delano, N>d t.h~ Under 
Seeret.eJ7 o f the Treeau17, J olw> I , H811ea, you a Jkoo ae tt, 
r roa the rlnpo1nt. or thl.a c-J.aaloo, tllere -..u..I.CJ be arJ7 
obJection 11 the Re conat.n.oettoa F1n..,ce Cor .oornloo un~ertoolt 
to tumisb the Bank of A.eer le" n th addlUonal e• plt.al, 
thl.a eapl tal to be supplied clirect.lJ' l>)' t.be purehaae ot 
preterr...S atoek o r t.be .lank, or a loan to the atockholdtra 
of the Bank ( • b1ch ....W.d 1nelude Tn.nau erlea) , ae<:ured bJ 
the p referred stock. 

I bave t.aken t.'>e aa tter up 111 t.h the Cooaiaaioa 
ead • authorised to adYiae :r,.. t.hat. such a atop 11 in no -.r ,.,..... to ow- ;oroeeedlng &aslnat anc! 1nvuU,ation ot 
TI'U-erlee Corpor:>tion end that t.'lereto ra fro• our ;>Oint or 
Yie• there 18 DO ree- of p>liey 11hiell ... .o\lld advaace 
aa&J.nat. it. 

Ov.r proeeed1Dc eDd o•u• 1n ... at1aat1ona are 
baaed wbo~ •4 .,tirel;r oa t.ba at.atutet O'bieh •• adlalnhtcr. 
A4T ... eb atep aa you prop> .. , theretore, baa oo beariDc 
• hataoever oa the aatt.ar a under ,..,. Ju riaclictioo. 

• • 

tour • 1&1~, 

(!l.;Aed) ,.., o. touch• 

lfllll• o. Douelaa, 
Cbal ...... 
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...,.rol>l e J ecce R. Jooea 
;H'OI11tn1C't11)Q FiMDC8 CoJ'i'Or&tiOft 
••"'·"~"'uu, D. c. 

Cbairun Jonu• 

COP! 

&prU ) 1 l9)9 

At the llarcb l4 HatiDC or tbe d1recton ot 0111' bulk a -s.tt.e ... appolAted eonolder lncreeelac our capital, and upoo rq rat\U'Q to SaD FJoaachoo tbe ~tt.e """" ita rec-adatioa to tile Board. 

It la -r pur,I)Oae to •ucc .. t that •• lDcreaee our capital twada 125,000,000, brl"' our ratio ot capital tiDU to dwpoeite to ·~tel¥ l to 10 117 ~- )0, oUl be dooe tbroucb otteriac aubecrl pt10D rtcbte to etocldaoldere. 
You ban achieed .. tbat upoa l'ell,..•t ot tbe Seoret&J7 ot tbe or.......,. Md -..-~ tba Pnai.deot 7011 would lead our etockbolclera, 1Jid1Y1d...U, or 1A ll"'OIPo tbe to tlaaoce tbe iocr .. aa, and tbe .._ upoo wb1c b tbe lou or 1- -u 

Io all probab1l1\J' tbe atocltboldere •Ul uatborlae tbe h._• or pnterred boar o <UYidead rate eqUAl to -" per -- 011 tbe aubacr1pt1011 price ot tba etocll:. 
ID Yi .. or our anwal coa•ereatioae I wUl l'tiC-..1 to tbe director• ot Trau­Corporauoa tbet u:T d1Y1dead l'tiCeiYed oo U.- atocll: eubKriptloo _.,or 011 or, orr-rica Carporat1oa 1A uc .. e or lAtel'tlet to tbe IIPC be roaitted to 

Our eanU.Dp are ncb U.t 1t wUl be -. tor ,. to nt1re tbe pret......S etocll: a -" aborter t1ae thaD 70\U' uellal .._ ud " wUl -t tbe prl..U.C. ot .,._ lt u rap~ u WU"A111C• are~· tor U.U ;wu; ••· 
t ou 8lt' treat t-.u u aa .ppl1DaU• ,. bebelt ot our etocii:M14- tor • 1- w up to l25,ooo,ooo1 u. 1-. .. ~ to be .,. ••-Uall7 u. ._ end ~­outllMII 1a ,_ ~tar to .. ot ,.._,. 25, 1m. Opoa noelpt or ..tYice tllat appUcaUoa 1.a •ss ohd, _. direotore wUl, I • _., tell:.e dwt1D1te M\1011 \e t bt plaa 1A .,...u.. 

• 

·~.,_.. 

1. ... o• '"' (l'r «) 
L. L at-•·'• fi'Jrt'srt . 
~ ot' rfWo lo To 6lo &. 
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THit U N DC It 81tC itCTAitV Dr THit TltCA8UitY 

WAe ... t NOTON 

.lprtl II, 1939 

Dear 111' . .. OI'ot.r)'t 

Ae 7'0" laooo, 1 hlroo bee t ollo..Sac ._..,. clo .. 17 tl>e ucouauoao 
1Mttoooa \be Collptrolhr'o Otflca u4 "'o oftlclalo of "'' llaak ot 
.... rlCa *lei\ ha ... ~ .... COlac O il ""0 for IIYoral IIOatl\oo : t baa lMtoD 
~ 4oolro that tho leD& or ~rica locroaoo Ito carttal to a polat 
wboro t ho l11U "'Uoa 001&14 baYI a llot 10- ooopUal ra\lo of tl of 
~ltal to oach tlO or 4opoll to. 111'. I., 11. 0laMID1 1011"14 that Ill 
-.14 rooc-D4 to bh Urectora t hat tl\a lulr 11\croaoo 1 h capital ~ 
Jllfto JO , 19}9, liT aa --t oultlc toat to llrlac \lao raUo to \lao 1 - 10 
'bull proYl4o4 h o co\ll4 'bo aowrM of a _,lao4 of o'btatallll n ell capt tal 
fua4o. lo or44 r to cot lila t o acroo t o raloo t ho A44ltloa&l eaount or 
capital r8'lUlrM, Jo11o Jon11 ba4 to ACJ"o• to un4o,....,.lto oueb offorl111 
to blo otockbol4oro . !blo waa 4oao b7 Joo•o J onoo Ia hlo lottor to 
llr . Olaanlal ~ted February 25tla, 19}9, cop7 of obtch l o onclooo4. 
llr, Olannlnl to a oo raa4)' to aako offorlnc to hlo o toekhol4oro of ou'b­
ocrlptlon t o a44l tloaal capital fun4o un4or the torao and con41ttoao 
laid 4own In bh letter to J oo .. Jonoo 4ato4 .April }4, cop7 of whtcb lo 
&leo tftcloee4. 

Ill or4ir for tho Roeonotruc U oa FIRUco Cnrpoutlon to 6P tlarcwth 
with Ito contrac t lt will be noc•oo~7 for you , •• SocrotarT of the 
frooaury, to olea a lo ttor roquootlnc t ho Roeono t ructl>n 7lnanco Corpor .. 
U oa to ouppJ.T f anolo f o r t lal o purpo... I aa cl.-4 t o Joh with Pr .. toa 
Deluo. Leo Cro• l •T• and. J•••• Jon• • l a reco~nencltn.< to you thAt you. al p 
euc.h a re(\Uttt \o the ••eon.etnacttoo PlDance Corpora tloo. butd upoo t he 
tato~tl~n eoftt~toed to the eaclo.ur•• h~re•~ th. 

7althlul17 7ouro, 

'f~ 1-A\-~ 

Tho Ronoralllo 

fl\o Socr otary of \ lao froa.UP7• 
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COPY 

April '• 1~11 

My dear Mr. Secretary: 

lie are informed that the board of directors or the 

Bank of America Na tional Trust and Savings Association p r o­

poses to increase the capita l atook and aurplua account or 

tho bank in the sum or $25, 000,000. The proposal contem­

plates a program whereby the Reconstruction Finance Corpora­

tion will underwrite an i ssue or new Class A preferred stock 

which will be ofrer ed to the present stockholders tor subscrip­

tion to preemptive rights, the Reconstruction Finance Corpora­

tion agreeing to make l oans on such portions or new subscrip­

tions aa may be desired by the present stockholders, accepting 

the new stock as col l atera l . In all likelihood this would 

necessitate a loan to Transamerioa Corporation by the Recon­

struction Finance Corporation for a part or all of their sub­

scription to t he new stock. In this connection, i t is my 

understandi ng that llr. William o. Douglaa, Obairman or the 

Securities and ExChange Commiesion, interposes no objections 

to this program. 

The increase or capital is in line with the program that 

is being developed by the Office or the Comptroller of the 

Currency to overcame the many criticism• or the conduct of the 

affaira of this institut i on, and it 11 believed that with the 

injection or the pi~posed new capital tun4a the posit ion or 

the bank wi ll be very materially atr engtbeoed. 

The Honor able 
The s ecretary or the 
~&abington, D. c • 

• 

Very truly youra, 

1•1 Leo T. Crowley 
LBO T • CRO'ILJ!r 

Treasury, Ch&i l'IUD 
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11»011 II:T returu troa boae ,. .. t.~ tu 

letter edd.reeeed to tile Seoretar:r roprd1JI& tu pre­

torrtd etook ot the Bank ot Allerioa wu called to II:T 

ottent1on. Th1a letter doeo not epeoitioaU:r oonr tho 

point in question. At the luncheon wbtob you, llr. 1onee, 

llr. ~leno and I attended, we all co11curred 1n t!w plaA 

outlined by llr. Jones, and eacb ot ua acrted to write a 

letter endoraiD& it. Ill order to etraipten the record, 

I oa eondtng tbh aemorandum to oontirc tho WlderatandiD& 

ae indicated. 

I u sorry that ay ottice did not bo1'8 1110re 

time to contact ae before eondiD& tbe letter but I oa 

ad•iaed llr. Delano requeeted it that atternoon. 

.. 

1•1 Leo Crowle;, 

The a bon is a copy ot letter troa llr. Crowle;, 

to UDder Saoret&rT ot the Treaaury Ra.nee 111 

turthor aolltiraation ot hie latter of April • 

to the SaaJ'tt &rT ot the TreaiiUl'T 
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XJ dear Ill'. leoreta171 

Rlferenoe 11 ..a. to \he attached oopr ot a letter 

4ahd PebJ"II&l'7 21!, 1939 flooa Ohairaan Jon .. of the Rooon.truo­

tion Pin&Doe Corporation to Mr. L. X. G2enntn1, Preeident of 

the Bank of Aaer1oa hUonal flout alld 8aT1Jice .t .. oo1at1on, 

and further to a letter dated £pr1l 3, 1939 tl'oa 

Mr. Gtennsns to Ill'. Jon.. . !hh oorreepon4enoe ouU1D11 

a prooedure to be followed 1n 1noreu1Jic the oa,pUal etoolt 

an4 eurplue aooount of the Bank of AMr1oa. 

!be Reoonetruot1on P1nanoe Corporation 11 expeoted 

to underwrite an 1aeue of new Olaee A etook which 11 pre­

ferred both ae to d1T1dende and aeeet poe1t1on. !be 

lleoonetruot1on P1nanoe Ool"J))rat1on further 181'111 to aake 

loane to the banlt etooltholdere on the eeo111'1t7 of the new 

etook proT14ed euoh etooltholdere prefer to eo f1n&Doe t heir 

eubeor1pt1one. !be new etoolt will oarrJ a 41rt4end rah of 

4~, and the Reoonetruot1on P1nanoe OorporaUon w1ll aake 

1h a4T&nOee to etooltholdere at 3 1/~. 111ou14 the 

t.raneaaer1oa Ool"J))rat1on, which owne a larse percentage of 

the etook of the Bank of Aaer1oa elect to boJ'J'OW tl'oa the 

lleoonetruot1on .P1nanoe Oorporat1on to f1.nanoe 1te .. beor1P­

Uon, 1t 11 propoee4 tbat the .-1111t repreeented b1 the 

41tterenUal 1a Nte 'INr•UJ•a aa. 41rt41nd pa14 b1 C. an 
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bank I~Ook &114 ~be ollarp MAl b7 Ul8 leOODI~l'llOtion r1D&DOe 

Corporation tor euoh t1D&Do1DC, will be raa1t~ad bf n. 
1'ranauer1oa Oorpora~1on to the 1aell1nc bank. 

PreoedeDt ex1eb tor ~he handling ot ~hie aUer 

aa propoeed bf Xr. G1ann1JI1, &D4 U hee the appronl. ot ~he 

Reoonetruot1on r1nanoe Corpora~1on, eubJeot to the toraal 

requee~ ot the Seoretarr ot the 'l'reaeurr. I raoo•end that 

the lleore~arr ot the 'l'rea1ur7 requeet the lleoone~l'lloUon 

F1Danoe Oorporai1on ~o f1D&Doe ~hie new 1uue tq)On the terae 

propoeed. 

It wlll be recalled ~ha~ 1n Deoellber of 1~:58 ~hera 

were held a eeriee of oonferenoe• in the Oo.ptroller1 e ott1oe, 

participated 1n b7 Under 8eore~ar7 ot ~he freaeurr Ranee, ~he 

Comptroller of ~he Ourrenor and h11 •~aff, Ohairaan Jonee of 

the Reoon1~ruo~1on r1nanoe Corporation, Ohairsan Orowler ot 

the federal Depo11~ Inturano• Corpora~1on and repreaenta~iYee 

ot ~he Bank of Aa1r1oa Bat1onal fruet and Sertnge "-•oo1at1on. 

"- a raeult of Ul811 oontereno11 Xr. L. K. Gt nntnt 

d"patohad a -rallda to ~he Oo-.ptroller ot the Ourrano7 

outl1n1ng 1n oonl1derable detaU oerta1n etep• tlbioh the bank 

ll&ll&geaen~ propo1ed to take to .. et IOM ot the orit1oiiU 

which had been diraoted 1n praor1ou• e:u-1nat1on• b7 ~he 

0tt1oe of the Ool!pti'Oller ap.lnd the oon4uot of the bank. 

!he Oollpti'Oller'e off1oe, thi'Ouctl Ue n••tnat1on proo~, 

11 1n oonetaat touoh nth the ""'II •• of the lulk of 
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.taerioa looltiJig toward the OU"'"Jinc out ot the oorreotin 

prosraa outlined in Xr. CH.ann1 ni 1 e •110rand11111. One ot the 

111portant proYilione ot the Maorand1111 in queetion vae an 

undertaking b;r the banlt 1 e IU.JI.a8eaent to aaintain a ratio ot 
1 to 10 between the eound capital etruoture ot the bank and 

ite total depoeite. !be preeent requeat ot Hr. Giannini 

to the Reoonetruction Finance Corporation tor tinanoing 

additional capital ie a neoeeear:r etep toward the atteoting 

and -inteDAnoe ot euoll a ratio. It ie a:r opinion that 

beoauee ot the asset condition ot the Bank ot America the 

securing ot these additional tunde ie a Yer;r iaportant and 

neoeeear:r part ot our prograa tor t he i.lllpronment ot the 

capital poeit1on ot the bank. 

'!'be Honorable, 

!be lleoretar:r ot the 'l'reaaur:r. 

Preeton Delano 
Oo~~ptroller 
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COPX 

Apr 1l 7, Ull59 

MEIIOR.llfDUJI RELATIVE '1'0 PROPOSI!I> RPC LO.lll '1'0 FACILITATE 
ISSUE AIID SALE OF PllBPEIIIW> STOCK BY 'l'HE BAliK OF AMlSRICA N . '!'. 

& S .A. 

With reference to the contemplated loan br the R. F. C. 

to the stockholders ot the Bank ot .America National Trust & 

Savings Association to finance the purchase ot preferred atook 

of t he Bank, a dratt ot a letter fr0111 the President ot the 

Bank ot America to the Comptroller ot the Currency has been 

prepared. In that l etter, the Preaident ot the Bank would 

state that, it the loan is made by the R. F. C. , upon the re­

quest ot the Secretary ot the 'l'reasury and the approval ot 

the Prasident, tpe Bank will agree "to pay no further dividend 

if in the opinion of either the Comptroller ot the Currency, 

the Board of Governors ot the Federal Reserve System, or the 

Federal Deposit Insurance Corporation the declaration ot such 

dividend would impair the capital stock ot the Bank or would 

constitute an unsate and unsound banking practice. • The 

r eaaona tor including 1n the auggeated letter the atatenaent 

in the tona here set torth are as follow•: 

(l) It would be wholly inadequate merely to provide 

in the letter that a dividend would not be paid it it would 

impair the capital stock ot the Bank. Such a statement would 

be aupertluoue eince it would amount to e aying that no divi­

dend would be paid 1n violation ot law. UD4er ex1eting law 

(U .s.c. title 12, aec. 55) • it the capital 1tock ot a nat1caal 
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bank 'becOIIHia illlpalred 'b:r louea or otherwiae, the deticienc:r 

muat be paid by aaaeaaent upon the ahareholdera . It the 

deficiency ia not paid and the bank retuaee to go into volun­

tary liquidation, the CCIIQptroller ot the Currency may appoint 

a receiver to oloee the 'bank, 

Also, under existing law (u .s.c . title 12, eec. 56), a 

national bank ia prohibited to uae an:r portion or ita capital 

for the pa,ment or 41v1deDda. lfor •:r a 41v1deDd be paid b7 

a national bank in an •ount greater than ita net profits then 

on hand, leas ita losses and statutory bad debts , 

Accordingly, it tho auggss ted letter 1a to mean an;rthing, 

it should provide that a dividend will not be declared i t the 

payment ot such a dividend would constitute unaate and unsound 

banking practice. SUch a reetriotion is broad enoagh to forbid 

the use or the earnings or the bank in paying excessive divi­

dends , when such earnings should be used to write- orr ascertained 

or probable loeeea, or to aet up adequate r eserves, Such a 

reatr1ot1on woul.d be consiatent with the podtion taken by 

the Comptroller ot the Olrreno:r in h11 tel egram read to the 

111eating ot tho Board or Director• or the Bank on September 

13, 1938, when he warned them that the declaration ampay-

lllent or the dividend then under conteMplation would eonatitute 

an unaare and unaownd banking praotic. under aeotion 30 or 

the Banking Act ot 1113:1, u ••Dded. 'l!he cont1nu&Dca or uab 
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an unaare and uneound banking praGt1ce, arter warning rra.a 
Comptroller or the Currenor, would ~rn1ah the basis ror a 

proGeeding before the Board or Oovarnora ot the Federal 

Reserve Srstem to remove orticera or directora or the bank. 

(2) The dra.tt ot the letter provides that the opinion 

ot either the C<l'llptroller ot tho Currencr, tho Board ot Govarnora 

or the Pedoral Reserve sratem, or the Federal Deposit ln.urance 

Corporation that a contemplated dividend will impair the capital 

stock or tho Bank or eo.natitute an unsato or unsound banJd.ns 

practice, shall be autt1o1ent to detor the Bank tram declar• 

ins or pa)'ill6 such dividend. The three banking aupervisoey 

agencies wore included aince all ot them have an interest in 

the matter. 

The Comptroller or the CUrrency has general superviaion ovor 

the Bank or Jlneri!la since it ia a national bank. It tho capital 

stock or the bank ahou1d booome 1Jl1pa1red and that impairment 

not bo rllllled1ed, tho canptrol.ler ot the CUrrenCJ 1a aut horir,ed 

to appoint a receiver. It an7 director or otticer ot a national 

bank conti nuea unaate or unsound bank1ng practices, attar 

havins been wa.rnod bJ the CoDIPtroller or the eurrenCJ to die­

continue euch practices, the Comptroller or the CUrrenCJ m&J 

cite auch ottioer or director to tbe Board or oovernora or 

the Federal Reserve s7stem tor r•oval rroa ottice (U.s .c. 

title 12, •••• 77) . 
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'l'he Federal Deposit Inw.ranoe Corporation, aa insurer 

or deposita , baa a direct pecuniary interest 1n the sound con­

dition or the Bank and should have a voice in dete~1n1ng 

whether or not a conte=Plated dividend would tend to impair 

the capital stock of the bank or constitute an unsafe or un­

sound banking practice . In addition, it the Board of Directors 

of the Federa l Deposit Insurance Corporation tinda that an in­

sured bank, or ita directors or trustees, have continued unaafe 

or unsound practices 1n conducting the busineaa or auch bank, 

the law provides that , with respect to a national bank, the 

Board of Directors shall give the Co~troller of the Currency 

a statement concernillg such practices. If the criticized 

practices have not been corrected within 120 daya, or within 

such shorter period of time aa the Comptroller or the Currenor 

shall requ ire, the Board or Directors may take the necessary 

action t o proceed to term.1nate the insurance of the bank. 

The Board of Governors ot the Federal Reaerve Sratea 

is t he agencr which determines, a fter p r oper bearing, whether 

or not a director or offi cer or a nat ional bank should be r e ­

moved tor contlnu.ing unaate or unsound banking practices 

(U.s.c. title 12, seo. 77). If a national bank ia insolvent 

and a receiver ia appointed by the Comptroller or t he Currency, 

the stock held br such bank in the Federal Reserve bank or 

the district ia cancelled and the bank autcmatically ceaea. 

• 
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to 'be a ••'bar ot tb1 :P..s-.1 .. _ lp'- (V.a.c. 'lUe • 

12, .. o. 888). Illl ed41UGD, tale,......,_ Jtaen. Alit pt'OYS411 

that 1t a 'baDk (lDOlJidSPg P&.S.OIIIol 'b&Pka) 11 POt ~ 

1te requ.11'14 r11en. 'ballnoe wUh t!w hdaral .. ...,.. '1111111: 

of the 4.11V10t, IUoh 'buk IIIIJ Jlq PO 41'ri4udl Wll.e&l aDd 

until t!w total r .. en. 'bi!Jiftoe requ11'14 'bJ law 11 tull7 

reato1'14 (u,a.c. title 18, aeo .... ,. 

I 

• 
• 

• • .. 
• 

• • • 

.. 

• 
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'l'o: Mr . Del.aDo 

Frc.,u Mr. Rmea 

In view o~ the ~act that I a go1Dg awq 

toniS)lt , and 1n oNer that there will be no •1rcand­

at end1ng, I a •ending )'OQ tb1a •-an&Ja to o~J.ra 

our oonveraat1on t o the eUeot 70\1 will e~leer with 

the P. D. I . c. and tha Peclel'&l. Reeel'VI, 1 . •. , Crowl'7 

and Boe~le a, the letter which we are 4aa11'oua o~ 

hlv1Dg llr. 01ann1n1 •isn and lend to the Colaptroller, 

and, fur ther, t hat JOU wUl proceed 1n the ·~~ort to 

get Mr . 01ann1n.1 to aign the letter. 

Will )'Oil adviae Mr. Mllllt)'Dold~, Mr. o .. ton or 

Mr. Fol 8J o~ aD7 prosreae du.r1ng ..,. abaenoe. I •••­

the See~ret&r)' will want t o mow a'bollt th1a when he gate 

back on llon4aJ. 

• 

• 

• 
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117 dear 11r. Comptroller 1 

I am writing you with reterence to negotiatione wh1~ 

have been going torward between the Bank ot America 11. T . & s. A. 

the TreaiiUl'y Department and the R. F . C. tor increae1ng the 

capital t'Uilda of the Bank. Particu1ar reference 1a made to a 

letter dated February 25, 1939, addreeaed to me b)' the Chairman 

ot the R. P . C., and *7 reply dated April 3 1 1939, _in which 

application wae made on bebalf of our etockboldera tor a loan 

or loane ct up to t25, 000, 000 to be made by the R. F . c. to the 

stockholder a ot the Bank of America N. T . & s . A. ind1-r1dually 

or in group, the money to be ueed by the atookholdere to eub­

soribe tor any increase in the capital etcck of the Bank that 

may be determined upon and approved b)' the CCJ11Ptroller ot the· 

Currency. I understand that copies of theae letters have been 

turniehed to you. 

Aa a condition to any loan which the R. F . c. mai 

make pureuant totheae lettere, tho Bank will agree to par no 

turt h er d1vidmd if 1n the opinion of either the Comptroller 

of the Currencr 1 the Board of oovernora of the Federal Reaene 

Sratem, or the Federal Depoait Insurance Corporation the declara­

t ion of au~ dividend would ~pair t he capital etock ot the 

Bank or would conatitute an uneate or unaound b• nlr1ng practice. 

In order to .tao111tate ~1ng out th1a ecreesant, the B8Pk 
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will not1ty the Comptroller ot the Cu.rreno7 within a reaeon­

able time betore &nT auoh dividend ia declared ot the con­

templated rate ot such dividend. 

Copies ot this letter haTe been forwarded to the 

R. p , c., the p , D. I . c. and the Board or OoTernora or the 

Federal ReaerTe S7stem. 

Honorable P reaton Delano 
Comptr oller ot the Curreno7 
Treasury Department 
Vlaahington, D. C. 

S1llcerel7 Joura, 

L. K, Oiann1n1 , Preeident 
Bank ot America M. T. & s . A. 
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FOR 'rill Sllll!ftjyf: 

Tile lll'J'US-Dt w1 til \be Bult ot AMr1oa '0111oh •• 

tentat1Yel)' mode 4u:rl.q your abaa11oa troa tba Traaaury at tba 

t1rat ot tll1a •onth 1a one with '0111oh I OanDOt &SN•· I 

realize that baoauae I waa ._,. troa the Dape.rtMnt 'OIIUa 

tho anaq•ant wee bel.q worta4 out tbat I oannot, with goo4 

graoe, object at th1a lata data to tile co...-t 1on ot tba 

plan. !!owner, whan the tiDal (llparo a.re 4ran up, they 

would ord1Dar1ly pus throusJ>. a:, ott1ce, &114 I .,.tad you to 

knOW 1D &dY&DOO Why ! Will doOl1D8 tO 1D1 t1al the 8jlr .. meat, 

M7 object1ona to the anaqemant are ao tollowa: 

l, The 25 aillion dollara ot pratarrad atoot to be 

1aaua4 1a inadequate on the baa1a ot tho laat n:u1Dat10D 

Wbich 1Ddioatee that :lO to :!13 aUl1on clollara• worth ot 

pratarra4 atoct obould bo ioaua4 to TJOlt tho llal1l< 1D a aound 

poaition. 

2. Tho Cooaptroller ot the Curranor baa nOTar ada a 

torMl detar.1Dat1on (aa wae oontemplata4 in hie agre•ont 

with tho Bank) ot tho axaot amount ot praterrad otoot whioh 

• 

tho Bank abould iaoua and 1D tho abaanoa ot ouoh a determination, 

I bali no .. oboul4 -ra to tho t1JI41aca 1D the uutaor• • re­

port -- not to -t the llaJill: ottara to 4o. 

• 
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:5. '!'he propo- cutback 1A tho pretorrecl otcclt nlu. 

rrca a caab valua ot 2~ al.lllon 4ollaro to a par Talue or 

10 million dollara Ia unjuat1t1od and algbt actually bo tatel 

to tbe Troaaury• a progru. t or atrongthonlng tho Ba.nlt. No bad 

aeaota are to be ell.mlnatecl because ot tbo outback an4 1 t can 

not bo justified on tbia ground, On the other 'band, tbe addi­

tion of tho 15 al.lllon dollar cutback to tbe Danlt • a aurplua 

""uld bring tbat ourplua to a poiat Whiob Would oJ>:Iuao tho 

Benlc frotO flll'thor necessity ot adding 6 percent of ita oarn­

lngo to 1 to ourplus be tore declaring dl'ridon4o. Thus , tho 

roaul t or tho cutback might IMU bo to woo.lcen our lnalotacco 

on curtailment of dividends. 

4. I object to the R.F.C. lending money to tho Bank'o 

com.on atoolcholders. I agree wltll yolll' original state,.ent 

that tbio oaae ohoUld be handled In the nomol ""Y and moro 

than 98 per cent or tile preferrecl otoclc transaotiono ban 

boon bondlod by direct pUrehaae and not by l on41Dg. CorteiJlly 

loa no to tho cooaoon stoclthcldera Ia not tile nol'llal wo:r. 

I do oot believe that tbe Troaaury allould bo placecl 1A 

a pooltion of approving a loan ot $10 ,~,000 t o Trensamerlea 

Corporation when thet Corporation Ia Involved In litigation 

with t ho S.I.C, Moreover, I believe Tranoaaorlca Corporation, 

In view ot tho apooio.J. favors It boo rocoiYecl from the Bank 1A 

till peat, ahould bo roqu1re4 to inYoat Ita own 110noy--not 

• • 
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a.r.o. 110aer - 1a ,.,. •ptt&l nrae'wn ot \be But; 'l'leu­

..... rloa olai.Ju ~ baYa M8,000 ,000 ot oull &lid .rlce'-bla 

IIOIU'1Uu. 

e. I do DO' appron ot tba ••'hoc! ot ucouauoa tbro~ 

wblob tba asre ... ent ftl M4e, It Mua ~ .. ~ r .. uU 1D 0011-

aul taU on &lid •sr•• ••n' between 'be COIIP'roller • a Ottioa en4 

out a1de agenoiea auob •• 'he R.r .c. &lid t ba fa<leral Ra .. ne 

before oonauluUon with you, tbereb:r tao1Jl& ' hi Tl'MIIU'J with 

a Y1rtuaU:r accoapllabe<l tact betora tba ,.,_.111'7 baa bad IJIT 

obaDoa ~ pau UJIOII the aarlto ot the eohee • 

. . 
ZSD 
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I 5 Jl ... IJ:IJI r, I 1PJ •• U.t. 

(1) .. I ;sst .._ a .............. ebwlae fll 

•- lUI ......... ~ iFIII Sa tM l fll 1 'M .. 

- tllt.ooe.ooo. .._ .... ~,.... •••• fll -
tu.ooo.- ta t11111o ,_ e6 • "'• ..._. ,. ,,,.._. .._ --

• l*l et .,., 2 ~ ~ .... .- fll e1eoei.I'W ee4 n.et '"'"' 
•• as.a -• .... ..._. .-. ut.tse~aet •••••• '*loll ~ .. 
telal ttl tboC ... r.e.m uene •• ,........._ - .... ooo.-• 
._1 "'•" ~~eu 111 - , ..... _.._. ..._1& ,..., ... n:r· 
1100.ooo.ooo .... -., tM • ot lbi ... ,..., oepUal 

•lfte'-· Ill ..... ts.M ... Oi'llli:.M --- ... 

·- tlOO.ooo.- 1a • 111 fll ._ _. ..... .,.,..,. .... ,_ 

filM ....... .. 
(I)C - -~ Je118:r le Ol'ltli:... Sa .. 1 ... fll 

lbo UHl i ... l\ ... e6 lM '-Ire ...., I S I l ol -et-eS. 

•leo• 1 ....... ,. ..... .- ..... ,..,.uu~ _. u. ••• •:. _. 
•l'lllaal le euanel -. :m· q to oepltol ea-llli'i _. to ... 

,.... .. .,... eeM1U-. ._.. .. ,_. Ol'ltses. tM a..w.~ 

ftlo 11u ...._ 2MJ 1 _. et 1aJ;r ,._ f$ Sa .... ,._ li tM $Y I 
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ltM• n s. ._ ,..su.. et ._ e e" n••• etn. ... -. 

.... ., ._ ~ -•., '' •• ...... -. -.ua1...,.. 

._ •llr1• M 1 
... M& • _. .. el 1 .. 10 '•' •• lM _. 

....... ual ... t4IMl ..... , .... -· 7 

I lo It tJib ..... 

... .. , .. Mlas.A "' lM ....... ., ..., .......... ~ 

al'-ll" I M Ia lM ......... fll -Slip ... U tale...._. 
Nlle S. etrlllllo 

(5) .. ~ 1 ... ., .... " ,. ~ a., .... ... 
allll u. n-YSart• tetal.laa •- tN.eoo.ooo s. • .-J ... ., 
erus..s.a. 1M .,... ... ., ....,s.c ......... ooo et lle ..._. 

.. 1 edale la ~ ... " • a. _..., _._ .. atna - '** 
bJ"" 100JI _. nllai.Ua..U..,'" ··- ........ u .... 
- •• 1- ...... _ .. s. .a1~ .,.._.. sa •Sia .. .u 
••llleS.... 

(t) a. .. s. •llS. ... fll 1 ls ••sa. 
.................. fte .s.. .,. ........... , ....... s.&lulea. 

th- .,__..'- .... tua •~Me ,_ as.- a. , ... r.u. ... 
u. allldMlS.. ., ... .-w.- ., ... tid ....... 1••• la 
11111 _. 1t11 _. .._., ...... n ,., • ..n t• .......... ,,_ 

h the lieU •• ~ ....... utur ., Ill--~ 

..... M I 
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Board ot Governor•, 
Federal Reserve S7et .. , 
Washington , D. c. 
Gentlemen: 

eo. 

You will please tind enclosed herewith dratt 
ot a proposed letter to be .ubmitted b7 the direc­
torate ot the Bank ot .baerica to the Ca.ptroller 
ot the Curren07. In thia proposed letter t he Bank 
ot America would agree to declare no dividend 
which, in ettect, had notvertousl7 been approved 
b7 the Federal Reserve Board, the Federal DePosit 
Insurance Corporation and the Comptroller•• Otti ce. 

\lill 7ou advise me 1 please 1 whether the Federal 
Reaerve Board is prepared to as8UIIIe this responaibilit7, 
and further, the opinion ot the Board as to the procedure 
outlined therein? 

Very a1ncerel7 7oura, 

Preeton Delano, 

Ca.ptroller. 
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• .-lt1 e J~wMt• JW:rr·. 
o caollar ~Vila ouw ,, 
~D.o. 

IW ...,. .... ac..,tr.U.e 

Die u Sa .... ,_..._,_. W.V ~ AprU Uo 
lll&t, ............. -. ..... ~--..-~-.......u ... 
MJ'ft e,n. • .-l..UC • ...,_ fill ... I II. ww '!~M.a. " 
le ............... ~ 0 •• •.t •• '""· -r .. ·~· w u.~nN w tile o 9aen- e~-. owa ,. ._.u .. ••­
N&n - twt,. tl.u.& •u u -. •·•• fill • ._ -. ...,. w.u ... ~ Vila Oua • • tile ._.. d Clall•w• fill._ r n al 
laMJ'ft~-tll:rllnlDJid\JIL 1 ::r: 71 .. 
U..po:; •• f .............. -w_......... ....f//1 
teo. liUII: or ....U ......... • _... • ••-• ww'IC ,._ 
tt .... n 11 • •• ••...,. ..._ u u. -u.ant~a a F u .. ,._ bT \be .. 1 ........ ,._~lea ..... ftl M., • 
ot t M b11D11: w tlaaMe * ,_,uw ot IIMI\Iwal '"'* ot -. 
liUII: tor tM JIU'PIW of b IIII'JC ._ 'lllllllk'l eqlltlllo 

1 .. .u: w "' ~--** r ta. w 1a ,, a ..e 
to .. - ...u ,...,_l'loll1ioJ' .... ,.,..,., ta. ~ fill Vila 
IIQt.r4 .. to tM JI'O ........ CIIIUiaM -....u.. 

I t 11 Vila ...... of t1oo llaaN \loot it -' ,....... 
orq u- t?lla ne,-1~'7 ........ %1 - ot tM p1 I I 
""• ,.,. 1:M rou..uc ,.... .. , • · : ._ 

· lo .All aca"t \ &lot to J119' 41-.u.M 1llilall ia t5ta 
opiAioa of tiM .. pemiOJ'T ...-orlti11 -u ~tile .,..tW 
etoot ot tiM biiDII: 11 1.-rtlwu, \111- tloo ~- et 41..U.. 
11141 wtuela Sllp.lr \M .-p1W 1t a •"-1 M* Ia a ua~ 
proh1b1t..S "b)' ...U• 110& ot \be llnlaM ._ .... _. tM o.p. 
troller ot tbe Cia~ ia al ...... wltll ....... ,.._ te ..a. II I ¥•1 
utica 1t *11 JI'OialV.\Iaa ia YlalaW. 

t 
' 
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BoiiOJ'Ul,e PI ..... DDee:'181• -·-
itt oapital) u ~ a., ..nl• 1111 fll tM InS ... te t tw, 
the qultim ...... it h eq 111.,. te ~ -. ., 1111 et 
ita 1 ,_,,. ..t - '•• 1a tU ,._ et tin._.. u a ... """t• 
'lldob taw :u. • a .. ~ lea- '- .. ~ •a · ., .... -..... • •-rooton. ,., .. I • Uledi " rf.tiee W ' 1 ia te tell .. 
clireotor• ••t IT !J1? _. ... ..., ,.. tint me. _._ .._ .,_ 
o...t&aool ..U be te •••- a I'MJ .SMUtr wid .. tM :U. pao•• ,.,... • 111' ...... , 

•• file .... ., .... ,,.. ·--.. rw.c..s.s Pl'"i­dom baw Mia ....U .. 11ltlll a., a .U.-1 baak 18 pluM "' ;u.. 
prlaarlq m tU C...,troller et tU evr.-,- u4 u a •ttw ~ 
praotioe h ..n ... _. "' U9 ftMl' ~ ~8017 ...u..ritr• 
No IUOh other ...,.rn_,. alltborl.t7 -u be 1a po••••.tm .r .. laoo 
depelld...t 1Jito...at1oa """ •• a renlt f/1 ..,.... .... u4 ei ... ,...., c!Qpl1oat1oa ot nlllllMtioae1 u4 

•· It t ba lMiak u...u nolete tid• pt'fti.tm w cotMr-wt•• q-c• 1a -- pnot111a 1a ~ uu ..... u4 - c....-troller ahaul4 U.14e to iutit.ne pa and'•• - ... ..Um 10 to 
r- tbe clireotora tHa ettioa. - loarcl -u prolide u a 
j\111~• 1a 1\&0h prooeodia&• &114 it oqlat ..n to prej1adce taw oaae "' 
a prior appr..-1 ot tbo ....,_t ot cU.'ridoad•• eitbor upreaaq or 
by bopl1oatha • 

.. 

\ 
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~IIAL.DIFSIIT IIISUIIAIIC& Ocr,.,.. 

WASHIIIeTOII 

Dear Preaton: 

I aa 1D reoelpt or 0. OOPJ or 0. propNed loUer • 
you to .be atped b:r JU. L. II . CUo.u1D1. one aeoOIId ~­
ot tb18 l etter prOT14aa 1D etreOt that the Jaak or ~rl-- 2, ~. 
& S . A. agra .. tO po.:r DO 41T14ell4a 41MpproTe4 'b;r tiw ~ 
ot t he Currency , the !loaM or oo ... nora or the Je4eftl ReevTe • ,.,,. 
Syetea, or the J'edarel Depoait Iaeu.noe Oorpo:r.Uoa. 

we.,..... wUb tile praot)lle or -•Nl or UTi&_.. 
pa14 b:r l>e.Db ctoll ere 1D u ....... uaranv, oea41Uoa. we an 
telt tor a l oaa t~ that t~a 1>aak pa:ra ou a ~ &a.,. 
proportloe. or tu MnliJICe t o. 41T14ea4a ill Tiw or ua ,.. •• _. . 
ooc41 tloa . Ita blab 41rt•ea4 n te la 011e - at -.. MII.,.Stlr ' • • 
ot t u aow 1 .... 1Da preterrot noek, llowTu, w u. T1~ ta­
tere eted 1D satt1Ds ~· 125,000,000 at41Uoaal oarttal late -.u 
baak, a.ad the qv.eauoa U1- 1a &U" ll1aU u to tile .. rt-.~tWv 
ot attaoh1J18 t~• proTialoo to 'lie aoatnn ._ tu law .._ ... 
epe c1t1oall:r g1Ta taa Oa.ptrollor tll&at ,_or, .. ..U Uellb (.-<"••(' -..~ 
tO 011 tb10 proTialOD be the reu• for ne Jaak Of "-1• ... :.J \ "' ' ' \ I 
1,DOU001.JI& itO capital , fte queatiOD or -trol af UTit..e.-
l oag be.,. Wider oou14erat1011 by th.ia Oorpont1oa. 

: 

~l:r7W"o 

\~ &:::-=..~~ 

Tho Honorable Preotoa Delaao, 
Ccaptrou..- or tu o.noa_.. 
Waah1o.stoa, D. C. 

cas.-. 

.. 

-
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Board or Directors , 

VIRIGH'l' 

Bank of America N. T. and S.A. 
San Francisco, Cali fornia . 

lientleJJon: 

.. 
,, 

.... I 

s 13044 

~/ I 
, f. • -, • 

T 

, 

~~ 

Copy or the report or examination of your bank complet ed February 
28 has boon forwarded to you for your intorrnntion and guldence in ettoctlng 
the corrootione necessary to place your inetitution 1n a satisfactory con ­
dition, You are urged to J:lllke a caroruJ. etudy ot the lntor=ntton contained 
t herein and t o take the proper steps to l.tlpr<>re the asset condition at a.ery fnorable opportunity. 

On paga 3 there are s cheduled under Cl assitloution Number II, 
$112 ,468,51,6 . 80; under Claeeificati on Number III, ~7,585,059·97, and under 
Classification Number IV, which represent losses, $ 5,883,631. 10. It is 
easu;ned that 1te:ns under the lest nflllled cleaeiricution hen already been 
elil'linated t hrough chargeott' but in the non~ that t bey have not it is 
expected t hat such action will be taken lf!thout delay . 

I 

' 

On the same page the adjusted capital structure, after certain 
r,educt ioM, 18 shown a s $102,321.,220, lJ,, and with dopoa1te of $1,379,857,017,66 , 
i s deficient approximately e36,ooo,ooo . oo In order to provide the desired 
: 3tio between these accounts, and to afford the proper protection to 
creditors. It is underatood that the necessary action was taken at your 
=eeting on llerch 14 to toraulote plans tor the Increase In t he capital ot' 
your bank, ln accordance with your mt~~orandw:> dated Decaor 15, 1938. 

Thora is listed on page 8 , insert 2, a largo line of credit to the 
Trnnsemerico Corporation end its suhsidlorles, aggreg3tlng ¢72 ,798,082 . 51 
which bas been subject to criticism for I:WIY years . You are urged to 
el!Jiinate the cause tor t hie critici= by reducing thla concentration In 
conservot!To 11mlts with a Yiew to ult!nahly ccapletoly dh•orcing the 
affairs ot this Corporation tram t hose ot' tho bank. Included 1D this con­
centr ation Is an extension ot' credit In the torm of "Cunrnnteed Loans• In 
amount or $4 ,885,220. 06, end an "Option to Purchase" given by the bank 
to Transamorlca Corporation in the amount ot' $2,173,440.00, covering 45 , 280 
shares of the National City Bank of New York, hereinafter raterred to. 

Thos e items reproaent the re=a!nder ot' the Inter-America contracts 
( ror.:erly Corporation ot America contract s) In an original amount or 
~35,214 ,000.00 given In 1931 and 1932 tor t he removal ot' losses, doli>truJ., 
or other aasots ot' such unsat i sfact ory charact er as to re~ulre their 
elimination trom the bank. 

One or the methode used by tho bank t o r educe these contrecta was 
the writing uP ot' certain Ullited States and llunlcipal bonds above coat pri ce 
In 1935 and 1936 1n 8l11011Qt ot' $14,007,788.34, which BIDOUDt was applied as a 
reduction on t he contracts. 
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ID connection w1 ~b ~ho Tarious aetbode used to red~~ee theae 
oontreote , your a~taUon ie O&iled to ~bo Oeorse B. BoalcowU z lou 1J1 tho 
IIIID\IDt of t86,000. 00 wb1oh 11 ouried a t ~he Oa.litonua-llontgQael:'f bl'Uoh, 
Th1a lou ia eeourad by atooll: 1J1 ~be 1'ranaaaerioa Coeyoretlon, and ~be 
UIDUDt of t )O,OOO, OO wu oher8ed ott and aold to tho IDter-.taerioa Corpora­
tion UDder one or the earl;f oontreota. 'l'b1e loan wao qooqQGtl;f wr1.tta 
QP t 12,000.00 011 Daoed>er 7, 19).5 and an ll441t10D&l $9,000.00 011 Oc~cbor )0, 
19)6, or • t~ ot t31,000.00, and ~b1a -t wu credited Upclll the IDtar­
.AMrloo contract l.Jidobteduea. S....eoq,...tl;f the -ta of tlo, 720.00 and 
t 9,s:z8•00, or a total ot $20,248.00 waa oharsed ott apl.Jiot tba and1T1dod 
profits aecoant of the bank on lle.rcb 2.5, 19)8 and Octcbor )1, 19)8, reapeoUnl;f, 
but the tO>Mr credite 011 the contract& were net roTOreed. The net reeult 
ct tbia traneacUon ia that the aeeet position or tho banlt was waakaed to 
tbo eztat of the wri te- QP, and tba 8\lbaequent charge ott of t20 ,21,8,00 
ropraoente a d1Tors1oo ot bank aarnl.Jigs t~ tba eliainat ion ot the 
cbl1gat1ona ot Traneaaerioa Corporation or ita ad>aidieriea. 

J'r<a tillla to t ime oortal.JI chllrsed ott portiona or nctea sold 
under tho Tarioue coatrecta were ral.Jiateted aa aeti TO aeeota or tu bank 
and applied toward the redueticn ot the balance due UDder tho controcte, 
!he procedure followed waa to write up t ho aotl TO port1CIIl ot loans ca the 
banlt' a booll:e aa repeate41J u the aupportl.Jig collateral appreciated 1JI Talu 
end tho unrealized rooOTarioa tbus cbtained were applied toward the re­
duct1on or the currct cbl!ptiona. 'l'b1s waa dono under the l.JiatructlCD.I or 
tbe """'llS""""'t and wae baaed solely upa11 tbe tuoreble IIUket price ot tho 
collateral, w1 tbout resard t o the financial worth or the borrowers or tba 
tuture etebility or tbe mari:et. The writing QP ot t beee loans, secured to~ 
a largo degree b:r etooll: 1JI 'l'rllneaaerioa Corporation eolal;f Oil the strensth 
ot unrealized appreouation 1JI Talue aa a reeult or an l.Jicrease 1D the ...-kat 
Talue or the collateral aeourl.Jig th•, is wholl:f apeculatin and iDcCD.oiotc~ 
w1 th aound banltlJig prl.Jioiplea. 'l'he exact aztllll~ to wb1ch such loans were 
writ ten UJI ia net lcDown, but t ho GJIIIinar ata\ea it 1a eat~~ed that 1t 
would l.JITOlTO anarala11110D dollars . 

'l'lle foregoi r& UOimte ware applied toward ~he reduction or tho 
contracts and 1JI the •Jor portion or iDe\ancea loeaea ben bean aab aoqQGtl;f 
eat11:latod on the loane that were wri\ten uP• 1'be extent to wbieb \be chllrsed 
ott aaeets ben been writta up reprssantw a wealcenins ot tho asset poaitiCIIl 
or ~be banlt and the aztant to wblcb the written llP aeaete hen bec ad> ae­
quentl;f charged ott repreecta a d1Tara1on or bank protUe t~ the re­
duotion Of cblisatlona ot 'l'ranaaerioa Coey<>ration and ita aabaidiarioa , 
ID 70ur ...,rand- dated Declllber 1.5, 19)8 the atat-t 1e -de tllat the 
bank 1rill not write llP on 1te booll:e the -.alua ot u:r ot ito aasete. · 

!be Int~lce oCD.tl'llcte ware adoq,...tel;f oeoured by ..rketable 
collateral turnlehed by Trll11_.-ioa corporatiCD. and cOQld boTe bean collected 
b7 ~ho aale ot such collataral. Therefore, 1t would e,ppear that the e,pplioa­
Uono ot tho credits ariaing out or the bCD.de wrUtllll up cCD.otitutee the 
lllk1ns or a 81ft or \ he tors1Tceae ot a aecured debt or a HPII'odl7 eol-r•t 
corporetton, neither ot wb1ch can be Juatitiod, and oonotitut ea a .....U.S.. 
or tbe aaeet cond1 t101l or the bank to that aztet. 
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(1) I t appeera tbare waa a net profit ot t 14,307ol0 ~11&14 on 
the L.A. nnconada Oountey Club property on .A:agWit 30, 1937, acqu1re4 Ullder 
tcrecloaure, which waa entered u a credit on •auaruteed Loena• inne&d 
ot the und1T1do4 prot1h ot the bw. It II<XIl.d eppear that &n7 protU 
realized on thie traneaot1011. properJ.7 beloaga to tho bo.nt, 

(2) 'l'llo bw acquired title to the real eotate eoouring t he 11u7 
O&Dtzar lOOD on Oct ober 6, 1937 and eold it to tho capital c~ on 
Deceot>ar 17, 1937 tor t12,447,66, tile tull ...aunt of which was added t o the 
contract indebtedneee of capital Oc.panJ, and the baAlc reported a recOT017 
on this sal a ot t 9, 944.27 which wu oredited aa a J)GYliiOIIt on the "OUIU'allhod 
LOODa.• A ffiW daTe later a loas ot t5,447.66 on tho tale price of thia 
parcel to capital CCIIpellJ was charged ott but no port1llll of the endore-t 
ll&do on t he •Guaranteed to.ma• w.o r OTarsed. Since the bank onl:f roali&o4 
$7,000.00 on thia aaen finally, it ww.ld appear thet tho dittarence or 
$2,944.27 ohould han been ore41 ted t o the bank• e profit e. 

(3) On AllgWit 5, 1938 tho real estote lalown ae the Helllllan Deal 
Properties carrladin charged ott ueeta was purcheoed b:r the bank and placed 
1n its assets a t t89,456.oo and thie aJIOUJlt credited ee a recOTeey on 
"Guaranteed Loene. • It is not understood wb;r t his real estate wee pur­
chlaed and wh:r it ebould not be reOTed trca the aesete for cash. 

'fhe ao-oo.lled "Guarant eed Loena• in their ent1re1;J should be 
r....,.ed trca the aaena ot the baAlc, and pendiDg such r.-wal sbould be 
odeqllatel;y eecured b7 arl<etable collateral. 

Attar placing the • Guaranteed Loans• on tho bool<a at t6,500 ,ooo .oo 
•• pe.rt psyllent on the I ater-.Aaerica corporation CCiltracte the r-indar 
or those oontracte w.e el:lm1nated trca the bank' s bool<e on J"ul7 14, 1937 
through t .he plD'ohaee b7 the baAlc trca Tranl!all&rica Corporation ot 56,600 
lherea of nook in the Kational Ci tJ BaAl< ot Hew York at a arlcet price ot 
t48.00 a share. n. nook thWI acq,.Ued w.a aet up on the baAlc'e boot.e 
at t2,7l6,800. 00 and an upt1.., gNJ~ted t o ~1ca Corporation t o 
purchaee the share• it ha4 eold within a fin Je&r period at not leae than 
ll,320 allarea a Jeer• 'Cbl4e the tol'IIO of t he option, in the eTent tbat 
U,320 aharea are not paribaeed 1n &n7 ... year, the baAlc ~ sell at 88l'ltot 
111>1 additional eharoe necaa1&1'7 to alto up the dollar quota. At the explre.­
Uon ot the tint JMr Gil J'uly 14, 1938 the CorporaUOD elect ed to exero1ee 
ita OptiQI and did purCihaae 11,320 aharea rr... t~ bw. Hownar, 1nlt•4 
or the bank a-""'ns -t of t ho optlllll price ot t 54J,)60,00 1D oaah, 
1n Order to eltwln•te tbat port1QI of t ho iDTe-t which ~d ban bam 
acc<apUebod through t he eale ot ntr1o1mt aharea in t~ arlen, 1t accepted 
tna '!'ran- rica OorporatlQI an Wop.]. •-d deed ot trut obligetlca 
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of .U hftlllll J'vattlve zn-.. 0orJOJ"aU•, '18ioh ta QPI'Ol<iahq 
'Tlfo .,.ed 117 .u C.pttaJ. o~. a4 l'<lleued • uqu4 .... , llaT1zlc • 
IIIU'tn nlu of t1!18,66o.oo at that t l.lle. 1'1118 IMOGil4 deed ot tl"'UUt te 
eubj04t to a prior 11• ill taYor ot ~. lln:ropolttu Lite Ian:ruoe c q 
111 tile -t ot tl,ooo,ooo.oo, u4 hu • atVitJ ill .xo .. e ot lS ,...n. The 
r-111de:r dna at the t l.lle ot tte aoo~oe IIJ the baD~< .... tsao,ooo.oo plu 
111tereat ot $2,497.22 or • total ot tS82,497.22, ot whtoh -t tS4),)60.oo 
•e ~- ill o01l1148ftt101l ot 11,)20 lllla:rN ot the atoolt :ret.:rred to a4 .u r-111de:r ot t-'9,137.22 .... applied 011 the delillq-t ~to dna rr.. 
capital C<IIP&D7 1111de:r the :reel eetate oont~ote. '!'he loe to p&Jeble $20, ooo.oo ... siX aODtha end ie now oe:rried on tha boote at t 56o,ooo.oo end ie tu11J 
daacribed 011 N• 8, illeena 27 end 28 ot tho :report. You era requened to S.ediatolT :r-• th1e 111epl. uan t:roa the bont to:r ouh, 

Tho •opttoa to Pvobaae" giya bJ the bont to 'l're-..ice Co:rpora-
uon is now carried at $2,17),440.00 aa& cOYere 45 ,280 oba:roa of Iat1ona1 
Citr Bont ot H.., To:rk witllc.a aa:rt.et nlue ot t1,041,440. 00 o.t the date or 
exutnat1011. '.l'ha bOOk Yalueot theee abaraa 1e turtho:r protected IIJ an 
odd.itional pledse or 18,400 ebarea or tho .... atoot, showing .a:rkot Yaluo 
or t423,200.00. '.l'he cod>111ed a:rtn Talu.e or the stock wpportiDg the boot 
111netact of $2,17),440.00 -'- to $1,464,64o.oo, o:r o. 1oea or t?OS,eoo.oo. 

Du:r111& the put ..., ... )'ll.ro the bw hea pu:rned tho pol1CJ ot 
eall1Dg tho real aetate acquired br 1t th:r<nlsh to:reoloau:re to c.l1tornia Len4a, 
Ino . , and Capital Ca.penf 1111de:r OODtracta. '.l'ho illdobtodnoaa of California Lends, 
Ia.c . ot tha tillle or .....,..•oetton 01101111ted to tl2,235,719.~ ot which t ll,6S8,436o09 
1e a real oatate ealao COiltraot. '!'he illdobtednaoe ot the Capital C(IIJ&II7 ecc:r.­
aated t25,827,)S8.96, ot wbtoh t24,911,)58. 96 ia a raa1 aotata ealaa contract . 
Theee cCIIbille4 oont:racb total t36 ,569, 79s.os. 

'l'llo contract ot Cel1torn1& L&llde, Inc . ' ·• apeciticallr eecu:red bJ Tarioue rua propartiee, wb1le the contract or the Ca,pital OOII!PeJ17 ie apeo1tioellr 
eocured bJ 1'01'ioua pe:rcela or cttr propertJ acquired by the bonl< under toraclolllll'e. 
On lpr1l 4, 1934, the OGiltracte now ill eX1atace wore •tared into batwe• the . 
bonl< and theee wbollJ 0111184 ...,aidia:riaa of 'l're....,..ico Co:rpor&UOil, and oencal18d 
all prmoua oontracta with the o<apciea, o.nd propert1ee -..re takm "e:r uade:r 
tho new C<lltr&ch tor the balaoaa dna UDder the ro.-r cont~ota. u.4e:r theee 
lift cont:rocto ell or the pro-,.rtiel were illcluded ill the taca UIOUilt or tba 
Obl1pt1CIIla; no doom ~t waa required; 1~ or the face UIOUilt due Oil the 
contracts • • p&Jebla w1th1ll ~proXim&talT two J8111'8 t:raa the o:r1s1llel data, 
ond the r-•ntns balaoa ~la in tm 01111DI.l 1Detallaat1. 'l'he bonl< :r.W.illa 
title to the raa1 aatah UDtil 1t ie aold bT c.ltro:ra.ta Len4a , Inc. o:r Oepltel 
C~ to o. thiN pa:rtJ. Date:raft la pqellle o.t ~per 01111• Gil the bo.laoe 4&1 
end the baD~< 11171 ell ra1 Nteh tuea Oil tba :properttaa hal4 UDder o .. -.. 
'rho aorpo:rau ..... o.:re panoitted bJ the bw to retaill all 111ccae trca the 
p:rope:rtiea, 1111 neoeaaa:rr taeuranca oOY•:r&ll• ooata. For theao reaeona it 11 
.,.ident that thia OCIIlt:r&etvo.l a:rr&ll8-t ia illto:rpreted to conatit"ate a aa:re 
'C•OJ 1111'1-t o.nd 11ft a bOD& tide eala &e CODtenc1.ed bJ the .......... !lt.a 
ran!\ ia tllet .u raa1 Ntete _.e:rlT111& ~ ... o011traot1 il acftal.lT •Qt~Mr lael 
!nate o.M.• On ,... 8, 1aMrt 19, the ••e:r olloR t.llet SOO JilOFrllae wUia 
• Pl'llat boot Yel&l ot t7,044,2Sl.l9 ade:r the -t:raot witll c.lttomla tuda, 
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fte JaUoul Bnlr1a1 t.. JIN91 ... tMt so Mtl-.1 hM .au 11D14 
pououlOD ot a:t real eftaW ~ U ..U 'lie aeo-·17 1a tM tz•aeUca 
ot lta b1181aeN, tor a l~ perto4 tlla the ~·· It 1• wt4•t tllat u a J'oRlt ot tbe reneed '- 1184 oclii4Ulcae lit tho pree•t ocatnote tMt tM 
bank is llllll>led to O&rJ7 JUGale ot real eete.h nloll U'e eltMl' -.J.•l• 
or can 01117 be eol4 at a ftbetuts.J. lou, m a 111al1alted a...,er ot ~· 
tlll'oaal> tbe 4mee ot oredltlal tiM proo..U ot tile Mle ot a 11...., paroal u 
p81UGt .., the llalaaoe ot tile total. -n.ote, lut•d ot treatlal -oil t­acUOD u a 1alh'14~ u • • 

Tav utbo4 ot lla4ll.q the b-*"• otMr real aneta b7 eal.N to ~ 
oaapoaiee 11D4&r OODtftot 1e -.tnecl u a riolatlOD ot tM Qlrlt ot tbe ln 
o.nd tbaratore eboool4 be ~ ca :roar boon a4 HpOrled u otMr real .. tate 
Ofted. Toar "'l'lllllllt etaha tbat the baall: will el1alaate •MW !laal•etat .. 
and the real aetah ooatreota ot tbe Ot.pltal Ocllpuq acS Cell.tonla I.u4to , tae. , 
wcb ol1111D.aUOD to be 4ill&atlJ' pa-4 ad ~ated bJ' Deo ... er 15, 194'-

Oa pace 8, 1aedt l, t1uore 1a .._ • exo .. e1n lou to~ rrl• 
CorporeUca aa4 lh .-.4 ad controlled ••t41ar1• 1a ..._, ot 
$22,03'/ ,)6S.07 n1oll abo'lll4 be red'GOed to 111M but•• lepl. loalal11alt ot t9.m,ooo.oo W1~lloiR aa.. 4el&J', ftle nolaUca ot s.otlca S2()0, v .e.R.8. , 
no Uete4 1a tho prmou nport ba appal'tatlJ' ao aot1oa lou •- hta to 
ol1111D.ato tile ...... m or1tiot.. 

Delllotl.q ~.404,652.81 ot loau 1Uare4 'Qiler ftU. n ot tile 
llaUODal Boa.tlal Aot t bcoe ,._18 12'77,000,106,16 ot all otber tnea ot real 
estate loao, ot ftloll t Sl,'IQ2,"'3·07• or approrzlatelJ' 2101' 1e ftbjeot to ad• 
Til'Se olau1t1oattca. ot tile orltlaized real Mtate loau JU,31S,049.29 
l'Opreoeat 411tre88 it-e lt diU WtaJ. , 1a41'tict.l 1..- toWJ.1al (' 
$?,383,943.00 are~_._ tarul •e NI'MlelliJ' tM r-lo••• 
recorda ot tile ll.t _,. *» 1 leller reJI••• ,...,._le t~~~reoloavea 1a 
tbe oplaioa ot tbe t1el4 ,,....., Is Y1ae ot paat apertllaee it 1• an 
1llll1tolJ' tllat tho aje ,.nu. ot the 1'- IDler toreoloare w1ll 111tiatal7 
roiUlt 1a ot..,. real aatate _,., 

Oil pace 2, ~ 7, tM ?vr atatee tMt 521- •11 .. ,tal 
$8,471,3'12 .• 15 OU'l'lel 1a 113 "• • 7 - _.. 1a pet '117 ,,4,.., IIIIana fit 
the beat•a.,. atoe~o:. n s. •' .,,.. .-:as~~.,_ =•:• tllat t111s _...., 
11.u b- lo.rplJ' ••~•w . .,.. - ~" .._ JII'ITIW' -"• !" '!""'1 .. tllla •ttar *loll 1a. nolatt• fit Bsot1• sacn. v.a ...... 1a ...... •• wl .. 
J'OUl' --....datal IITMIIIe 1,, 1,e. 

Oil pap 9, IUeU 16 ... 17, ,_. .. ·- • l1at fit 171 --*" !!_~ell real eete.te ~ 0 ••taa ts.f'PI,JIO•" ~.~-.t~~atn-u ':;.. ,... - 'b7 QpN.teal -'Ul_... 111a1u 11ft ftn ,_. -.. -
tbat t= Uate _z,.U• ot Ws 0011111tia .. ~~- F 'Mf, 

Ia -.otlca wtn :roar bcala a4 ~tt••· ._.. are Uatel • 
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~· ~. tuan 1.2, . •~..nT-tln 1- ot 'beiliU w1tla a 'book ftl11e of 
f6,966~0)).78 a4 • arat ftlua ot t 5,l61,5)2.20 wbioll 4o aot q....uty u 
un.-t aecnll'itiee. ftirt7-two 1 .. ue, llaTiJI& a book ru .. of t J 406 075 50 
8114 a Mrket nlua ot 12,641,471· 50 or • 4-.reoiatiCIII ot t 724,6ol,, oo'41a'not' ' 
quality u illYanact eeouritiaa-'*' parollued and tla~otOH are 111-117 
hold. All bonds ill thil ~ ..... u .. all nocb otllled iiiiOW.d bo 418poee4 
ot •• rapldl7 •• oi r-tanoaa will pa.tt and the bcmd aoocn~Dt etrebgthced 
at ..rory taTorable opportun1t7. 

Tour att.,tlCIII 1e 41reoted to the examner• o r .u-te r elatiDg to tho 
b®do toned b7 tu Doetoe Propart1 .. , Ino . , an att111eto ot the bank, oerrled 
at f s26,520,00, Be 81178 tile bank -. all ot the outotea41D& bGD4 lena 
coopt $3,000, 00, (tor 11111oh thq baTe 4epoettad a 11to _, ill trut)~ ill 
a441tl011 to all ot tile OQ1t~ atooll:. It ~d appear that thio It• rapl'e­
•••to oth~ real aatate u4 therefore oboolld be tranetorred to that acco•t 
aad eo reported. 

In order to illlow tho ccmo.,traticm ill fixed illTOatllenta, there 11 
ehon OD page 14, 1Daert 1, of t .he report • reoap1tulat1cm of bo.DkiJlg bou&e1, 
turnlture cd fixture• a4 other real aneta otllled. !'ho c...,iJied total ot thHo 
accOUDto aggragaho 195,280,4)7. 46, illol'lll41ng the ccmtraotl ot Calitomia tude,, 
Illc. , aad C41>1tal 0~ hare.illboforo referred to, which tocether w!.tll a total 
ot $1.2,315,049·29 ot eotuel ud probillllo torooloeurea on real eotate loco, 
repreocto a ccmc.,tret101l of $107,595,486, 75, .nd oGDat1tuteo Cillo of tho •Jor 
probl ... of the bank. 'l'hla tigare 1o epproxiate1y $5,000,000,00 ill excooo ot 
the adjusted capital structure of the bank ae ahOWil OD pase 3• 

'lhe bank' o IDY .. tllellt ill etocll: of the attlliated llerohents llaUcmel 
Roalt7 Corporati<m 1• $19,129,108.10, ot wll.lch $14,073,956·48 properlJ' r..,..e.,t e 
bankiDc houaoa .nd t5,055 ,151.62 rapl'&e.,tl other rsal eatete ari&IDallJ' 1014 
ill 1931 b7 the bank t o ~oa Corporation 1111der c acre t ot sale 11111oh 
tho bank carried ill 1-. .nd 41ac0111lU. \'raUIMriea ill turn eold the real 
estate oo..ared by t'he fCl'lm=t to C&J>ita.l Oc.p~~~T· !'hen ne bank tbrou&h 11:1 
whollJ' Olllled llerohuh lfational Rea.ltT Corporation, reparollaoed trca Cepita.l 
OOIIIP&DJ' the r-1nill8 paroele 'IUlder tho acre-oct pa:r1ll8 oeoh by ...,.. ot a 
oont1'1but1Qil b7 the bank on 111l:r 14, 1937• 'l'raneaaerioa Col:'poraticm ill turn 
reoel'fed ~t trc:a O&J>Ital Cc.piiiJ' and the paid the FOO•edo ot tlae treu­
actioll to el.1JI1neh ita obl1pt101l to ~ho bank 'IUlder the orSCIDa.l acre-t 

• ot eala, '1'he net raoul~ of thi• sariN of -ct10illl waa the re&"'l'llia1UOD 
of 1'oal eatete, and the a.li.JlilletiOD ot the Uab111t7 ot frell-=ioa eorporet1011 

UDder ite acre-..t to ,.....~~aa,, '!'he rea.l eatete ill q-UOD Ia not beiDa ~ 

ueed aa bo.DkiJlg pr.taee, .nd the eohedula Oil ll8&• 2, tuan 10, ehon that ~ 

• ~1~~·~;29~:ru!~~ftl~Mtt;~fm~~~rp 1934 , 
rDO't'ed trca t he oe.rr:rill8 Yalue ot the etooll: or the lleroballta Batioul Rea.lt7 
OOl:'JOnticm aad ehown Oil the boote and reported u other rea.l e at a te. 811ah 
Objaot1ollab1e treua.ouou u outl.U84 eo..• illlould be dia-uaued. 

· It Ia noted trc:a the echedulea ,. ~ 2, l..ue'\a 1.2 ad 13, ot 
dlpl'eOlatiOD Oil b&llk1n& 110Gaea a4 t'anl1ftn and tixtvee ilia\ ~ ill 19Jl 
Wile tile e.llowilll1e rete 117 the BUJ'Mil ot Iatenoal R..,.., • .n-1l7 """ I ' ott 
the boote. Silloe that date t o the ... ot 1937 1t 1• -- oat ,... baft 
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ac~ kta 4epraol.aUoa tor s- tu p&rpoaN ot t 3,200,5S3.1.6 1a 
ax•••• ot ''' -t obar&ecl ott aphet tbe -.4iT14e4 protU aoooaat or tbot 
bellk. I.D Tin ot tbot bota't')' i.DYe..._t 1A tuect ueah u ia AOt bolioryect 
tho bellk baa bee obaraiDc ott a ctticiea.t -t ot bpreciattoa api.An 
bellkiDc hou.aea &lld tllmiture &lld rtxtv... • ..... , .... tba axai.Aar will ... 
8 turthor enal:T•i• ot this ai tue.Uoll 41U'1Dc na oourae or the .... !n•Uoa 
now 1A proareaa and J"''l are requeatect to &in thil I.Jq)ol't&llt attar carehl 
conai4orat1on with a Tin to arriTina at a .. tiataotary procraa. 

Oil peae 1.6, insert l, thoro ia a Ubeclula lbowiDC tbat aarrtoa cbara•• 
1A t he net dOIIDt ot tS90, 7S4o49 ban been cbarsect aaaiJlet 40l'IIIIDt acooomte 
ai.Jlco April 10, 1933• AI ;rou baTe been preTiOU.l:J' a4Tiae4 , tba JOSitian ot 
thio ottica baa al-:p be& tbat 4-t aocOUilto are tho property ot tho 
dopoaUora no -ttar bow lana they :rooea1ll 1A tho bo.nlt, an4 _,, be o&l'l'ied 
as 4epooUa •• lana u they wet. With r eepect to the l'iabt or a bank to 
malr:o a aarrlca •bare• an do.-..t acCOQilta, 1t ia not bel1oryect tbat tho 
dil'actOl'l ~be JuUtiecl 1A .utq noll a cbarae witboul; tho cona&t or 
the dopoaitora u it would 'llltt-.tely 1'1811lt 1A tbot oontiaoatian or tho ac­
counts. All obara•• baretotore ...... ect contrary to 111Ch roalina aho'llld be 
restored t o tho T&l'iou. doJC>aU;ore• aocO"ciJlto 1A ordar tbat )'OQ1' boob an4 
pUbliebed report• ..,. aoouratel:r reflect the 11ab1l1Uoa or tho bank. Caehiar 
Sm1 th and Kr. Yo1'1'11'1 coat81'1'ed wi tb ooaaeal tor tho O~rollar 1A oannoctiOG 
with thia it•, and Kr. 7&1'1'&1'1 &&reed to eubait to this ottica tor 1Aepect1on, 
copiee or the oontracte 111tared I.Ato between tho bank o.nd the dapoaUora. l'I.Aal 
detoraination or thia it• Wtll lla datarred until receipt or turthar wo.-uon 
trom Jlr. JarrarU 

To!U' attenUOG b aga1A diraotecl to tbot J.. O, Stenrt an4 att1l1de4 
largo 11Aa awaptiDc ... 242.283. 57. or 11bl.cll t 3.500,000,00 i a claoaitiecl n 
1A the report. Tho oollat..,.:l -ac tllia oGDc&tratiGD with tbot uoapUGD 
cr o.pproxiJiatal:r t 3,soo.ooo.oo at Ullited Statoa ct>lipUGDa and a ..u -' 
or listed etookl, ia oaqrrtaed or d.,.'lllhd bOilda botTiDC a l1111ted 8JI4 oloaal:J' 
cantrolled apec'lllaUTO a:rtcet; etoo11: 1A ~oa CorporaUGD u4 tllia 
bani<; irripUGD diatriot banda, an4 etookl 1A UqlliddiDC To~ Stock Lu4 Buts 
and other raal utah bol41Aa ccapm• ea. y.,.. abooald 1Aa1at 'QPCil tbot U q1114aUGD 
ot tbe criticbed portioa or require adaq'CI&te and eatiatactor:r collataral, 

'l'.ba n.poadet a-a Credite &1'0 clau1t1a4 $),321,838o5l .. n; 
$1,28<),0lo.n u In, an4 tl,ooo,ooo.oo IV. I.D aocord&lloa with the acronmt 
reached with tho 11&1la&-t tl,OOO,OOO.OO eb01114 be cbarpd ott at •ch 
"T!!ll'netion until the c:cbaDCe ~ baa been al1JI1nate4. 

Vn4ar the aolledQla ot real ·aatata l O&Il8 on paae 9, 1AI81'ta 6 to 
15, 1Aclua1Ya, the axai.Aar 11u l1ata4 tl6JJ.§2, :169o83 wbioll do not oontoa to 
the PrDYiaiona or Section 24 ot tbot Ja4aral Raaena J.ct . !!Ieee loans eho11ld be 
bOUSbt 1A conronatt:r with thia aaotion or 41apoaed ot. 

Oil paaa 17, Werta 2, 3 an4 4, the -aar baa .et oiR certaiA 
cr i ticl- ot tbot raporta ot ooaditiGD u at hila )0, l9,S .-4 a.pt...,.., 2111, 
1938. TOll are raq'IIOIItad to tab 8QCb atepe u ara -..-r:r w alteteet;e the 
co.ue tor 8\1011 o1'1Uo1-. 
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Toar t,iT14&4 poUq a.~~- or1Uo1Hcl 1a "*l'7 HJOrt or 
eu•lnaUca o1aoo 1933· Ioftl~ -~~ or1Uo1• .U 41T14&4 ftM 
11u b- aorooood n•~lT trca tile -al. nto or 61' 1a tbat TOG' to tba 
proo•t rote ot 19.~. or t9 ,6oo,ooo,oo -~. n 1o .uron}T .....to .a 
1Uli0Uild to 411bur.. 1a tllo tOl'a or 41rt40D4o iba •jor port tea or the hlllt' 0 
operot1ac oorD1aco 11h1lo no or1Uo1so4 &1111 t1xo4 aoooio are ~to}T 
200!1 ot tho a4juoto4 OQ1tal nraanro ot tllo balllt, aa allOIID ca peao 2, 
tnsert 21, ot tho report , 

Tile o-h 1a tlllo lntor are a -rr of tile or1Uo1 .. a4oliT 
the eXUliner 1a tba report or 111o .... ' •Uca becun ca •OT•or 21, 1938, 
end r eloto to trueaotiOIUI prior norno. Tile be.lllt llao ocreo4, w1tll rotonuo 
to oenral or tllo or1tio1zo4 it-, t o .Uo correctlau. liDdOd>tedl.T prasrooo 
hoo b e011 .... 1a tbat ~ Wo oball appreo1ah aD oarl.7 ropl.7 t o tile 
prooOIIt ·-1cauon, CiTiAC ... w-u .... to tho act1CIIl IIIIich .. b­
taktlll wltll roqKt to ooall or tile u .. etUobod 1a tho report u4 1n tll1o 
l etter, aa nll •• tho it- oOTerod 1a tile -a .. ot Dee...,or 15, 
proporod rci>eoquect l7 to cCIIltereoeo 1a Waoll.1nc\<e botwMD tile Ca.ptrcller 
u d ort1coro ot tile balllto 

Pl•o• ollll4 OO'f11 ot T01U' Hply t o t lllo let ter to Clllot Batlcaal 
Bank lxudnor Irwin D, Wr1&1lt, 1 KcatccaorT Street, Rooa 921, San J'ranc1oco, 
Cal1torn1a. 

C<aptrollor ot tbo CurrcCT • 
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ft:US .l.ll • 

.lpr1l 16, 183Q 

Mr. Delano was orall7 1ntonaed b7 the Se creta17 

ot the Treaell17 thet the Pruident had approved the 

c:hange in the propoaed letter tr0111 llr. Giannini to the 

CoDIJ)troller of the currenc:7. The change approved 

-• the el1m1nation from the letter or the Board or 

Governor• of the Federal Reaerve S7at• and the 

Federal Depoait In81U'&DCe Corporation aa ageneiea having 

veto power over the declaration or future d1viGenda b7 

the Bank of America. 

Mr. Delano -• authorised by the Secreta17 to make 

th1e change in the propoaed letter and submit the letter 

to Mr. Giannini. 
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I a ft'lt!Ds 7011. with reterooe to nesotletlOD• 111h1oh 

hne been ao1De; toi'WU'd betweeD the Bulk ot Aller loa I • T • 6 

B. A., the Tl'ea81U'7 ])ep&l'taent and the R. p . c. tor lnorea•-

1De: the capital tun4• ot the llf.nlt. ParticUlar reterence 

ia made to a letter dated Pebru&1'7 2&, 1G3G, a44rea•ed to •e 

by the Chail"'Wl ot the R. P. C., and •Y reply dated April 

31 1G3G, 1n which application wu made on behalt ot oar 

atockboldera tor a loan or loan• ot up to pa,ooo,ooo to 

be made by the R. p, c . to the atockholder• ot the Bank ot 

America II, T . & 8 , A. lndlYidually or 1n ar~p, the -.ney 

to b e uaed by the etookholdera to •ubaoribe tor any lncreaee 

1n the oapi tal a took ot the Bank thet may be dete~ed upon 

and approved by the Oolll.ptroller ot the CUrrenCJ. I under­

stand thet oopie• ot tbeae letter• h&•e been turniahed to 

Aa a oooditlon to any l om 111hlah the R. F . c. ~ 
make purauant to these lettera, the Bank will aaree to lh­

olare no further dividend it in the opinion or the Ca~~ptroller 

ot t h e Currency the paptent ot auob d1Y1dend would hpeir 

the capital atook ot the Bank or wou.l4 oonatitu.te an unaate 

or unsound banlr1ng praotioe. In order to taoilitate carry­

ina out tbl• -.zoe•at, the lleDk wUl DOtlt'J tho cc-pboller 

• 
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ot the Currenc:y wi~ a reaaonebla time before an:y auoh 

4ividend ia ¢eclared ot the ?onte~lated rate or auoh 
divi dend. 

Sincerel:y :youra, 

L. 111. Giannini , Prea1dent, 
Bank ot America JI .T. a: S .A. 

Honorable Freaton Delano, 
Comptroller ot the CUrreno:y, 
Treaaur;y Department, 
Washington, D. c. 

'. 

• 

. .. 

, 
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IIMI' c-pvoun ~. 

Clll ..,..U ), 19)9, 1a at pi"- with tbo ~ ot 
\t. _....,._ ....S _, lSI foaM ot Due bel 1~, 19)9, ... ..._ ov 
lo&llk ....S ,_ etnc., 1 tiled with \"- llJ'C • Mall ot - ftoell­
llol.den • ..,t1MU. tw a 1oao er 1- te eaablo - etocltlloldera w ~ "'•~.ooo,ooo or llftl'erncl au.a w t.. u... '1!1 _ ballk ... ,.. ~ u • 

.. MR "'"!RoM ...,. -1&loe or lacwpora\ia ri~ npi9-
MDtaUfta ot ,.... ett.f.ao ID4 \lla uo, aDd on 1a • -naaU&l &(I'll 1 \ 
oo \"- c-... 1a tlln \lla\ -14 M niiiiiU'J \o ottM\ \lla capl\al lac ....... 

Ia t11a e-• or t11a il-MIMa wi\117 .. ....s ou.or ,...,.._ _._\1_ ot JOV ottU. Jlri,ol' \o IU.f.ar tlla ap;>Uca\laa ol\11 U. RIC, wo n,.ne.t oa \lla ,..._, 1\aW. or all •U•n _,...s 1o u. 
o..-..r _,_ oa4 1\ •u acned \M\ /'004 pnf:J'MI llld Moa ...... 
aad \lla\ .. loa• .. t11a prorna ... tollAwcl, tlto Do.,...._\ MalAM 
••t.btlo4. I aiDcl 1t \bon ,..... uv l'urtt.r .U\ara \o M dli.,..Md 
OT elu1flo4 ..S ... o4'1'11ed \lla\ \lioN ..... -· 

a. \Ito ""11 ot TOUr 1&1\ •"•etuUon, wo - llaoo ..... 
capl\al t'w>cll of ~\l.aU, •n \boa $UO, OOJ , OOO (M\ _, ..al.we 
1a UCON ot UAIII1UU.a) &1111 OM poll\ ol\11 pr14o \o OW' ..-r4 1o 
oorUar Gilt\ or t11a ""P'uehaW colldl\1.,.. \llat. coott'OaW U. c-u,. 
1a 19,2 ID4 '"· .. ltoft Moa -'>lo \o ..U Rb1\&fttia.l "'-- 1o 
..... .- --.1\al IIlLa Ullwtlt •U'IUac• aDd w pq IQIIe\aaU&l d1rl-
dollde \o _. ~ ot a\oUlloo!A.H wlllcll boa MM lla1pt'cal 1o 
~Uar •-'Sl7· Ia .,..itt. ..... .S.poalw 11oft • · • t.11aa dooobW 
alAoo " u ' no~Wt.T tor tt. ""'' nt ot tt. boat 1o 
r.bna&t7' 19)2 • 

.. !raft -ponW wi~ pr oaUcallJ' Oftl'7 cle,.,._t ot 
tllla M-Sai.VoU. 1a Ue ottw\ \o ,._._ J'MOtWII ..S.,.. IIIW'I 
or ov -vu..u. 1a w.. nopoet • 

.. .. M\ .... _, ..UUou.l oapl\al .U. _.capital 
treoda .... - ..... , ...... 1111 lep.l .,..u-ta aDd ......... \o 
Me\ aU ........,. ot ....S l>ekfa1 ,....uoo. I\ 1a \ltorot.,.. -
talr tM\ M .._ld 1>o ~ \o ala...,. a 1 \o 10 ratll at oapl\al 
•ltaot W.. 1a M\ ,....u.d ot otllariMDU. ar m, M..,.... \o Me\ 
\lila. c t 'Ia \Ito...._. ot Vl'i'liec ., .. •te+lo MJ ...... 

·•' 41tta ru _. tro ru; atro ri\11,... otna. 
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.... e~ ...................... . t'Ml\ el- _. ta ,... Ud- ,..U 4b .. s• -au • .a tlt •-. S!" z 'Jw.. .. ..._ ... .n..u ...... e~- 1111 ...... ,.. ..... ... ,.. ...... .t:: 1 
.. _ ............. .... et........ ,. s....-- ... tuM.,'* u.. ... -aft··- z- I a 0, ........ l\ :t=-.. -· .... ...u .... a, • e1 taw' 1 .... hi~ a ... U.. ot ... I 0 IF II Fa SUo 

.......... 75 ..... tZift \1M ... •U. ... Mea w Ia • ~tal Ia ..... I zuu :=r .. H ...... .w ..... tq tar ... ,...._........ .._., 1 •- c '* nd"'' o 
0 

ia - 81 0 I .... l M iTIIII ... I • :A .-1-ts..iaUr .. ¢1• liar .. ~ I • - ....._ liar tl Cal.Umdao Ina\ 1 -' aza1a ............ Ud ._ U. Ia ,. I :A te ....... ol\11_,. CCI II._...._ 

...... 1 , ....... ,... 

• rel.6 ,_., 

1. L •-•·•, " '0 t 
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I aoa .. 1edp Noolpt ot Jftl' 1oUer ot .tpi'U ll*ll, 
to,.U..I' with OM1N'U'081 (1) lo"OI' tl'• ... C..b&JI 
(I J- ........ ,. •u-1 loo lt1J alld (I) ~ 
h ~ ,_... dah4 April ,._, alpM 'bJ ... -~. 

r .. - - at uao taot uaot uao o.p:"11or at 
tho ~I !1&4 a •ott.q • lle.ftrd&J, .t.pi'U 16tll, with 
llro I.. I. flq•pn1a1i PI'Oo!joa' at tho llullr at .t..l'ioa and 
Ulot ho .S.-ocl wltll ... Otemtpt U.. ••oUoa at Ua; 
4l't'Weall polloJ to be •lnMtrt le tllo tdve 'bJ -­
Bulk • 

... fta•'•' !all rote:nocl to OOlltomS. aa4 to~ 
aoUoa ...- UN eppU.oatl• wlU ••tt ~I' •-idoNtloo 
at ~ .Ujoot •ttor. 

!bo Boao~b1o Jo .. o B. JODOa, 
Oha1~ ot tho ..,:Pit, 
Boooaa•raotl., Pleaaoo Oo~o~•1oa, 
W••b'nc'•• D. O. 

• .. ,.. • ..,. •u.M wb.llo le 
.... Baaoa• oUloo - t-~t-al-
1110 •••• - •11o4 t- ..,. 

JattteUocl J.w ... .... 
t-lt-at- ....... . 

• 
• 
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COPY 

Mr. L. ». Giannini, Preeident, 
Bank ot &meriea National Trust and .&avinga .luociation, 
San Franoieoo, Calitornta. 

Dear Sirs 

I do not know definitely whether either the Recon­
atruoticn Pinance Corporation or thie ottice adviaed you 
or Mr. Smith, during your recent vieit here in connection 
with the proposed 1ncreaae in capital or the bank, that the 
S.cretary ot the Treasury illpoaee a oondition in hu request 
to the Reconstruction P1nanos Corporation to purchase, or to 
make loans upon, preferred etook ieaued by banka at a re­
tirement price 1n exoeee ot the par v.lue tbereot. The con­
dition ~poeed by the Secretary ot the Treeeury in hU requeet 
to the Reconstruction Finance Corporation in the type ct cue 
above mentioned, 1a aubatantially aa tollowu 

Subject to the condition that in all 
the bank ' s financial etatemente, including 
etatementa made and publilhed aa required 
by law, aa well aa condeneed etatemente tor 
general dietribution, and in all other form. 
ot advertia1ng and publication wherein a 
financial etatement ot the bmk ie u .. d, 
there be included an explanatory note d1ecloe1ng 
the dividend rate payabl e on the preferred 
etock end the eubecription price upon which 
dividendo will be baaed and repayment -de 
i n the event ot ret1reaent or li~idat1on 
ot the etook. 

There ie encloeDd, tor your guidance, a ton~~ ot no­
tice or epeoial meeting of ebar eholdere or Bank of Amerioa 
National Trust and Saving• Aeeoo1at1on tor uee 1n connection 
with the propoeed increase i n the capital ot the bank, which 
form, in tbe opinion ot thie ottice, conetitutes an adequate 
not ice or the time place and purpose ot the aeeting ot 
ebareholder1 • Ae ~ general rule, thie ott1ce adv1eea that 
no notice ot a epec1el .. eting ot ehareholdere should be 

• Regraded Unclassified
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•• , ... '117 ~ 'llek ... u ~ &JPNYid ,. ... ., . ..... .. •• ....-. •• *M aR111e• .,. aaaHlatS. &114 wt .... u_ troa UlS. ettlel Sa •-••sa wtt!l tlbl belataa et 1\HIIl ... ,s.a, ••• MID noel'fld '117 -- 'llallk. 8uh iMtiNitliM 1Dol114• •• ..,. .,. • ,. ... .,. ... 1... Ia ~ lMtlaat ..... 
thll ettlel a4'f11H Ulatl U ... lei el' -- 1 ... 111 -·~~~~ ,,. •baNho14eN •U.ld be •••• .a '117 tile Milk ..-u anv thl IHI'Ibi'J el' tbe ~ ... ftlT llu .......... tbe .lelllti•OtlliD P1Dul01 C.rpefttliD te l"ll"'lbaa1 0 II' tl .U. 1- •• till lbai'H .,. c~u .. c ... Rl'llle Cla11 & ttou ... .,..,. •• be iliUM '117 tile 'llaak, the Board et Dlneten hal a4eptld itl Hlolutiea re1peos1Df U. laa-.ee .,. c-laUn c••-"-1bll Clall &• Stoek0 a pp i .. tlla hal 'lllea .U. to thU ott111 t or Ua a pprenl et aa iDIHUe 1D aapital el' the bulk '117 the illu&DOI ot 1\loh 1took0 &114 tbe teN el' the pnpc~~ld DIDI­•••• to the &ftillll et UlllliU• et tbe b&llk 11 .. ts.­taotoi'J to the ..... tft.ltlOD "-• Corporation and llu b iiD appN'fM '117 Uli.l l tfillo 

1•1 P.D. 

Pl'lltiD Dell!» 
CIIIPti'Ollll' 1t tba Cal'1'11107 
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M•orandulll to 1 

• 

Mr. bith 
Mr. Spencer 
Mr. ottle,-

Mr. Saith baa aaked me to au&gaat the queationa 

that I think ,-our C~Utee ahould be aaked to anawer, 

together with 11;1 ideaa •• to atepa to be taken troa 

haN on 1n the current ettort ot the C~ptroller •a 

Otti oe to aeoure correot1ona 1n the Bank ot Aaerioa 

N.T. & S .A. ot San Franciaoo. 

It oooura to me that ,-our opinion.e with reapeot 

to tha following matters would be helpful to thia 

ott1oe; 

(l) Should the ottioe inailt upon an iaproved 

relat1onah1p between capital atruot u re aDd total 

depoeita f 

(2 ) Should oa~ital be inoreaaed b7 the iaauance 

ot new atookf 

(a ) Should d1Y1denda on oo-on atook be reduced 

aDd aore earninge oonaened 

(a) It new atook 1a aoldJ 

(b) It no new atook ia aoldf 
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(') Do .. the banlc han euttioictl:r prudent 

reaerTeet 

(6) Are lou oharge-otte required b;r the Comp­

troller end •ade by the bank euttioientl:r larget 

( 6) Should the banlc be treed troa the o Clllplexi­

tieo ot the tie-up with ita nuaeroua attil1ateat 

There are, ot oourae, .an:r deteiled queationa ot 

bank operation and polio:r upon which :rour aee1atance 

would be helpful 1t we bad more ot :rour t1ae at our 

dhpoaal, but the u1n problau trom our atandpoint, 

it eeema to ae, have to do with the quality ot the 

aaaete, the adequao:r ot the capital, the wladom ot the 

dividend polio:r, and the 1ntr1oaoiee ot the corporate 

ownership relationahipa. 

Granted then that the three uln goala to be reached 

are an t.proTed aaaet position, a higher capital ratio, 

and greater ooneerTation ot earninge (plue an enhanced 

dignit:r and prestige tor the Comptroller'• Office in 

dealing with the banlc, and henoe 1n dealing with all 

ban lea), what are the a tepa to talcet 

• Regraded Unclassified
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!he bar te the hauanoe ~ .," oap1tal ahok b 

the requ1r-llt t.poae4 b7 the Prea14eDt tbat 'before 

Pederal ~. oau be loane4 to ~J'&Dea.erioa aud other 

atockholdera, the bauk .uat agree to coutrol ot 1ta 

diYidenda by the Oo~troller. The Preaideut a1sht be 

preYailed upon to ftiYe tbat requ1reaeut. I mould 

not recoamend it. It appeara to ae to be a conceaaion 

which would -Ire our hture negotiation• with the bank 

aore rather tban le18 d1tt1cult. I u not una1ndtul 

ot the tact that 1t would put t25,000,000 aore 

•protection• into the bank. I lhould prater tbat we 

continue to tiral.7 1na1at that the neoeaa1t7 tor an 

1noreaae 1n oap1tal az1ata. 

'l'he long lUll ~ to t1mduental ~ro•-nt 1a 

conahnt 1na1atenoe on colllenat1on ot earn1nga, baoked 

up b7 1 re~l1at1o lo18 olua1t1oat1on and obarge-ott 

prosraa wh1oh will aake pa,.ant ot b18 d1Y1denda 

1llesal. 

'l'o thb abould be added bank holding OOIIIPt.JQ' legia-

lat1on • 
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IIDIOIWIDUM l01 ltr. Jolll w. a.n.e, 
Under lecretaey or tl» Tnt.tU%7 

On Septeaber 13, 1938, followin& an extanaive aeriee 

of cr1tic1e• by national bank exo•1ner• a telearu na t'cnarded 

by Actin& CCIIIptroller Digp to National. Bank J:xaainer Pwer 

cUrecUn& bill to perao~ adYiae tl» Board of Direotora or u. 
Bank or .U..rioa wbicb wu tl»n 1n aeaaion, tl»t on account of tbe 

UDII&t1etactol"7 t.aaat condition or the banlt tl» declaration of an;y 

di'ridend (Wilaaa proper provieion for criticized aasete wu f irst 

made) woul4 be and would continue to I» an uneate and unaound. 

practice 1D conducting tbe busineaa of tl» bank. Diaregardin& 

tbia warn1n& the Board declared a d1Tidend of'$4,800,000 or at 

tbe annual rate of 19.~. 

On Septuber 2], 1938 Actin& CCIIlptroller Digga f or­

warded a detailed letter of cri~ciali to each -ber or the 

~ of Directora baaed on tbe raport Of ext~~hwtlon COIIpletec! 

S.pte•bar lS , 1938. UDder d.ete of Octol»r ll, 1938 tl» Board 

replied 1D detail to ell 1teu eat torth 1D tbie letter. Tbe 

reply of tl» Board .... aigned b,y t.enty directora. 

Tbie letter • • • concluded by a requeat on the part 

of the director• tor a conference between reproaontatino of 

--------~~~~-
• • 

.. 
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tl.- bUilt &DIS tblo Caaptro:UV ot tbe ~. a.. •-boor 2J, 

19)8 eo.ptrollar DelaDo repl1e4 to tbe 41r.otora• lett.r ot 

October ll, 19)8 AOqu1ell01q ill tJ. loud• a requ.at tor a eoo­

t•onao &DIS •ucP•ti>l& tblot tl.- bUilt aaDd repreaantath'oa to 

luhinctoo at t.J.1r aoo,..Dieneo, 

Aa a r .. ult ot tiWI uobanco of oorroapolldonao 

there waa 1.-1.4 ill tJ. CCIIJ)troller•a ottioo 4ur11l& tJ. woot 

of Dee•ber s-.12, 1938, a aorioa at cootoroneoa betoreon ro,-

reaontatboa ot tblo bUilt, tblo C..ptrollor of tbe Currency, 

tl.- Ulldor s.ar.t.a%'7 ot tblo 'l"reaa!JZ7, tbe Cbainu ot tJ. 

ReeOD.Itruction Finance Corporation &DIS tl.- Cbainu ot the 

l'o4oral. Depooit I...uranco Corporation. 'll.-ae cootereneoa 

Ca.ptroller b)' .... L, 1. Ghnnl nl in whicb there wae en-

clcao4 a -&D!ua outl11linc certain stope wbicb tl.- bank 

propoao4 to tab to -t - of tbe er1tic11U 41rocto4 

apinat ita MD&&-nt. 'f),. _.&DIS .. conrad aoYOntoen 

it.ua, tl.- tirat &DIS -t :1aportant of wbicb proTido4 tbet 

tJ. bank "'will otroet &DIS roaaonabq Mintoin a aoulld capital. 

atructuro baYiDc a ratio to i ta ontiro dopoaita of one to tan.• 

TJ. bank'• roproaGiltatins propooo4 tbat tiWI 1ncroaao4 

capital. abould be put into tblo bUilt u warl7 aa practicable 

but in arq nent not let.r tban J'uno JO, 1939. It wu 

11•noral.J.7 underatood b)' al.l CCIIICornod tbat tba lleconatructiOII 

Jl'imnoe Corporatiaa would 'lllldenrrito or 1'\lrnUb aucb -.!41t1aaal. 

capital., 

• 
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At ita -tiDe on llarob 14, 19)9 tile lloard ot 

Director• declared a 41'f'iden4 of $4,800,000, ~bla or>e­

l».lt on Marob )1, aDd o,._l».lt on .7une 30, 1939. !bie 1e 

at tbe annual rate or 19.~. At tbe - •••tina a c.,._ 

al.ttee of thirteen • ae appointed to • ork out tbe detaila ot 

a pl&n to 1ncr ... e tbe capital atoclt or tl» bank. 

On !larch 2), 19)9 Jlr. L. M. G1annln1 1 Pruideot, 

aDd llr. R. G. Sal.th, Vice Preaideot aDd Caebier, callecl at 

tbe orrice ot tbe C:C.ptroller tor tile purpoee of Ueeuaeq 

tbe report of exui.oatioo coapleted hhrw.z7 28, 19)9. 

11r. Saith etated t!Bt be ,.. 41a&ppo1ntecl 1f1th tile report 1n 

tl»t tl» Exaainer bad continued to cr1t1c1ee aattera 1fh1ch bad 

been or1t1o1aed 1n prnioua reporte of uaaination, 1nc1ud1n& 

tbe 41rldend r ate. He aeiJllred tbe 1frlter tl»t tbe proruiona 

or tbe acreeunt dated Deceaber 1.5, 19:)8 ••r• bein& f ollDwed. 

Tbe enal M tl.on •hich ,. .. caaplated on Febrw.z7 28, 

19)9 iD:licat.d tl:at additicma1 capital t'\mda of 36 a1ll1012 ·. 

dollt.ra • ould be Nquired aa of tilet data to brill& tbe ratio 

bet,.en capital aDd dapoeite to tile one to ten l»aie. !bo­

ner, llr. Giannini took tbe position tilet Oil .7une 30, 19)9, 

tbere 1fO'&l.d be eufticient cbenc•• 1n tile poei tion of tbe 

bulk to .U. it certain tbet an inoreaee of 2~ al.llion 

dollt.ra 1f0uld prortde tbe required ratio. On April 3, 19)9 
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... QSemSnt t1le4 all appl'o•U,aa ri.\h U. ~ 

n- Corporat.i.aD tor a loaD or ,...,. to ••hi. tile bulk•• 

etooltbol4ere to wl~Rribe tor 25 alll1on dollere ot preferred 

etook. 

1JIIdar date ot .tprU 4, 1939 llr. Jouo Jonee ad­

rtH4 t be Seoreta!7 that be wu autboriled trr bU lot.rd to 

rec-Dd tbet tbe a.co .. tnou... I'1Dallce CorporatJ.oc leDd 

all or eztT part ot 25 alll1on on tbe preferred etock ot tbe 

llaDit ot U.rlca lat.1onal !rut aDd Sa~• Auociatioll to 

oaahl. tbe bulk to iller- 1te capital f'lmda trr that aao1111t. 

At a oo-oto......,. bel4 1D tile Co.ptroU.r• 1 ottica 

on AprU 15, 1939 tile ·c .. ptrollar WOI'Md. llr, L. II. Gietm1D1 

ttw.t tbe Proe1dont ot tbe United Stetee wu umr1lling tar 

tbe bconetruction riMnco Corporation to underwrite tbe .,.. 

capital 1Nue ot tbe bulk or t'urniab tbe tunde tberotor un­

leu Jlr, Qlann!n< in a letter to tbe c .. ptrnller would 8croo 

tbet tlzrtber dirldaade ~b1Db tile bulk pro~a .. d to declero 

would bo .W.ject to apprOftl trr tile c .. ptroller. In other 

wor<S. , tbe 41 'f1dae4 pollCJT ot tile bolllt 1D tbe tuture would 

bo under tbe oontrol ot tbe Cc.ptrollor of tbe CurreDc7 • 

Jlr, Q<enn<nl rotu.ad. to coneldar tbU con41t1on llllloea it 

wu plaoocl bot..,. b1a in wrlti.nc• UDder date ot AprU 16, 

19)9 be od4roaMd a letter to tbe ea.ptroJlor eteti.nc be 

wu will1n& to procaa4 witb tbe inoreua in oap1tal 011 tli. 
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bu18 or • -creM p1aa "-' te s.,... - 0011d1U.. at u.u 
tiM Wftl4 -utate a .......,ll or 10M tai\ll p1.ec1p4 a\ • 

O.O.ber -tiDe· !» •\w HIIU beN. 

(1) To 1'llrt.ber preaa \be li&Dit for a441UCII&l. upU&l, 

ina18Uac \Ia&\ it. dt.ller ._ 1\ rltbou\ tile aaaut&Dce ot 

tile a.o-truou. n-. CorJ-'&Uon, or 1t torc.d to r.aort 

to well -ut&Dce tlaat tile llincton acqldMce 1A tile Preai.­

dut• • 4.....s tlaat tM C.-ptrollar alaall laaft ftto power 

01'81' tlleir 41 T14eDd. poU..,.. 

(2) to exert pree•ur• api.ne\ tile li&Dit tor reduction 

ot 41T14ead., 1na18t1n& tllet 1A tile abaence of ,... capital 

tllere .,.., be a c-Uon ot e&I"'I1AC• to l>a1l4 up tile 

capital atructure. 

()) To llu1l4 a cue tJircN&h turtbar and.llp for • 

8ect1oa )0 oi.tatiaD ot tM Buk or ....,.1.0& ame-n\ bfdore 

tile Fe4ar&l Bu aw Board. I u com1Dee4 tile\, UDder \lie 

preHIIt oiroaM\&Do .. , we cumot auoc••atull.T JII'OMCUU ....,b 

a -· 

• 
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(~' b t.U.. ... .nta et ........ , et • 

rr.....,. ..s - SMc _,_ •....., .r ..-.. ...,..._ 

-'-"'" 'e=k•e pl•eSJII \M ..un •"- Sa aU 1\c ,._ 
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11&D1t ot '-rica ••t.1cm&l 'rrwlt &114 Sa'fiJICa .t .. ooJ.atica, 

SaD l"raooiaco, cal.Uomia, ia tile third larpet ~~at1Clll&l. bulk ill 

tho Unit.<\ Stat .. , aDd ia tile larpat bulk ill tho c-tz7 011taide 

of lin York OitJ', It llu approxia~ 500 'bruwa &114 ........ 

over 300 c~t1•• 7 all ill tile State ot Oalltornio. It hao 

2,000,000 depoeitora, uar:J.T 200,000 eharohol4ore &114 over a 

b11110JI..end .. ..b.tl r ot aaaeta, ODe ot ite etockhol4ara, ~. 

Tran .... rioa Oorpon.UOD, DOW oca 42$ ot ita oapit.al. atoclt, !ha 

bulk do .... a-n.l 'banlr1n1 bwlillau &114 a!Atailla 'rrwlt aDd 

llltam&UOII&l. •nlr1•& Depara.te. It baa a toraip 'bruch ill r.-lca, 

I ta Ollpl07Ma ..- 1A -• ot 1,000. Ita bwlillau le priDcipall.T 

IMll bueillau, it beiq ... agropte ot a larp =aber ot ..U.,.... 

..m.v buluo, toptur with - J.arpr llllite 1A tha c .. tar. ot popl].a.­

tion, !ha toW 1Dnre4 c!.epo.tta 1A 11an1t ot .taerioa axcaed b7 tar tile 

tot.al. ree011r00e ot tile reclenll Depolit IaeuruM Corporatica. 

'I'M taou Uld tsavo• Ht torth iD tha tollowiJIC pararraplul 

are \alia tn.-. .n -t repori at _ ... u ... , wbiallae c -.cl 

.., h• ' 21, 1931 aa~ .. ,.,,,.. .. • ra'lll'\laz7 21, 19J9• 
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r..u ...s 41••-w t.n.1M 1641,ooo,ooo. 16.,. .r • 1au 

...... ol& .. 1tb4 1a tM NJIIIrl ot ....... u., !ba' ,..._.,. u 
Wl1lllll&ll7 larp. m,ooo,ooo, a- eq-.1 to 1-at~- oe.plW, 

or u.~ at w11&1 41-to, •• ~ w 'l'ruMMrioa OOl'JIOI'&Ua 

&lid iw Rbe1411.r1.ea. !'llo lOIUI oblipUaa ot 'h'uiUU'ioa Oarpard1•, 

plua t.ha oblJ&&Uaa ot ,.,...d1edaa tbaraot 1a llhiob ~ oorporatt• 

OWDI or -tzoo!l t.ha aJariV iaWnn, toW tz21 00010001 llhiob ia -. 

tileD $12,000,000 1a - ot t.ha laalr'• l&pll....W., l.ial.tJ t.haral!T 
e&uaia& & 'liol.&U011 ot lle&U.. 52()0. 

t~,ooo,ooo ot t.11a toW o~i&llOIUia, •• 41at1Jicu1alaa4 

troa re&l aataw 1-, _.. ol&u1tia4 1a tao. reporl ot ezaw!vtt-, 

and ot th&' toW t4J,,ooo,ooo &ra rapra..,w liT lOIUII to 'rriDMMrloa 

Corpor&UOII an4 ito Rbeidi&ri11. h ot.h&r worda, tho ol&aa1tiad 

e-oi&l 10IUI probl• 11 --vaw obiat'11' 1a t.ha «daal.ti0111 ot 

ora41t to rru-ia& Corpara.Ua an4 ito 'aulleidtedaa. 

Rl&l ••taw 1- tatal..1ac •~.ooo,ooo ara al&la1ti..t 1a t.11a 

raport ot exawi•U.., an4 $12,000,000 ot th&' - rapra..,t diatn .. ad 

iW... Ot t.11a l&twr -t, t7,000,000 ara 'GIIdar aot;u&l. taraelolnl:ra. 

!boo •jodv ot t.ha11 traabla iW..,..... aoqu1rl4"' th& pJI'CIIa11 at 

unit laalra or traa rnn-ia& Oorpar&UOII aDd ito aulle14i&r1al 1a 

ardor to radlaoa tuU iadebtedlllaa ot ~ llulll. 

Ia li.UC -•M-u- to tho tsMd aaaat probl- ot t.11a 

Regraded Unclassified



lw ' i t I J f ! ~ f l ! ! ~ i J & 1 ' I ! I 
f~i 8 'liii!!ll' 8 ir~[s.. 

• r , ] r ' § f ! [ ~ ~ 1 1 ' r J . l I ~ ! l i 
If I I 1 ~ f ! t & f f ; I ! I I I ! I f § r I 

r ~ ~ ( t · E 1 I a l ~ ~ ! f • ; r f i i }i'r:' a r• t;-l!:ro~~ ........ 
I _ ·' ~ l I 

:a .. ·~ .. g· 'f';.(. 
- ~ - - I I , ~ t , -

1
- i ! t ~ ~ 1 ~ ~ ~ ! • 1 ! : r • , ; 

l l ~ I t l ! ~ : ~ ' r ~ f ~ f • ~ J a ! w 
t t f 1 t ' r : § ~ t = ! 3 ~ r 1 ' ' 
£ f ~ f t ; 1 ~ I f ~ ~ ~ I l ~ f 3 f • i 

f § s f l ~ [ r ~ l § ~ f ' ~ ; I ~ l I ! 
f I i t 1 £.. i 8 i ~ ~ i ~ J J i ~ b I l f : l 
f ~ t l ! i ., li' e. i J e. f v 

.;.· 

Regraded Unclassified



• 

aature ot the bulk' a ann.. It tao. eum.ca et the 'llalt _.. ue4 

to cbarp ott loaMa all4 to pro'l'14a tor otber aaMte ad"fwaal7 olua1-

tie4, prior to tba ~t of d1Yidaada, tbe rate of d1'1'14all4 pa14 

would o.o.,aar~ be reduoed &114 tbe Mt aOUDd capital atruoture or 
the baDlt i.DcMaed. 

!he .ainteaulce of a hip di'ridand rate b)- llaJik of J.Mrioa 

baa baeD - .. iteW 1D tbe put b)- tbe IIHd of ~ca eorpore.­

tion, wbich Ill> til .lupn 19)7, ome4 '19-:l/1f. of tba otodt of llaJik of 

AMrica, tor timda witb 'lllbich to Ot.ZTJ <Nt tbia IIXJI&Uicm propoaa oad 

at tba - t.i11a to pq d1 '1'14ellda em i te ( TranMMrica Corpora tioa) 

atock ac aa to ..Utai.o ita Fiaa em tbe axchallp. 

Tran-ica Corporation atill 011DI 42$ ot tba atock of llaJik 

ot AMrioa, and .fran-ica'a DMd tor tullda to liquidate ita and 

ite auboidiariaa oblipticma to tbe bull: and to -.intei.o ite di'ridelld 

rate on ita 01ID atook ia atill pro-t. Aa ateW before, tbe probl­

ia pr~ OM of _,...,t. !be proper liquidaticm ot tbe larp 

't'OlUM of aaMte poaMaMd of deti.oite loaa potatialitiea, •• ...U •• 

obliptiOila of !rall..-rioa CarporatiOil all4 ita aubaidiarieo to lluk 

ot '-rica, 1a a •tter tb&t will require - t.illa of accOIIpli.-.t, 

ann it tbe bulk .........,.t liMa &dm.t all4 racopisa tbe a1tuati01l oad 

adopta a OOilii&M&tin poli"7 1o oOilMCtion witb tba ~t ct di'ridallda 

on ita lltook. 

1teporte of -wl••tiona ban tor JMrl oall.ad tbe attonticm 

of tbe anotera u4 -1 t ot tao. lui< to tbe t-phJ •ttera, 
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baft DO\ ..... iaa1114e4 U tiiU llr18f he, 

~ -timle4 - of the 1lullt ia a 4et.rt..tal - to 

tllrtiler tile iateNIU fill~ OorponUoa u4 att111aie1 , U14 

puUouJ..uoq tile ~tot di~ oa o- et.ook, equal to a raie 

of 19.~, llroaPt fortll tro. tile COIIpt.rol.l.ar of tile CurNDq a ....wa, 

tbat llloiL d11UpaU~ ot .....wop, 10 ura-tq DH4e4 for •pital ~ 

tloUoa, ... -.u.....t to 'be aa uuate Ul4 ua-.4 ten1rtn1 praoUoe, 

Oftr a period of :r-r• .a11J ..r..._e• ban ..... bald 111 tll11 ottioe 

ritll repre-tatiftl of tile 1lullt ia aa attort to oorNOt ftl"iou obJ­

tioaafe praoUOII Ul4 ~ tile UMt ooaditiOD ot tile llullt, 

Until tile lattar put of 1938 all of tile etforte of tile c.,._ 

troll•r' e oftioe to 1Dduc• tile -•-t of the 11u11t to oooparaw for 

th• aooiL needed 'better.et of til• 111et1wt1oa prodlaoed no tan,il>l• ..­

sul t1, I.D Deo•'ber of 19.38 -rerenoe• ,....; hll4 111 'lali>J.D&'toll bet.Ma 

L. X. Cl"•tnt, Uc. PNd,d.,\ '1, 1. lla_., Ul4 Viae rr .. 14at Ul4 

Calhiar RwiMll Q, Saitll N)lO'UIDW tM llullt, Colaf- ritll NIP"\ 

to •Jor atterl of pol.1q ware lla4 ritll ec.ptroller DelaDO, 11Ddar-­

SeoretaJ7·Bane•, CbairaD .T0111e and Cb&1.raD Crowl.,-. Contorenc•e ca 

Wo~Lnioal •tt1r1 ..... lla4 ritll til• Chief ktiOII&l kDl< Ezwe'ner Ul4 

hie etatf, 

tile "--Ik. octaUa ~ ............. ., ............. ' 
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that the bank "would etteot and re&eOII&bJ.T -.int&iD a eOUDd oapit.o.l 

atruoture h&rlrl& a ratio to ito entire deposito of 1 to 10.• The bank 

aa:reed tb&t it would •turnieh as atch additional capital as -.., be re­

quired tor th1e ratio, as detanoined bT the Oollj)troller ot the Curreno7 

at'ter thl reiiUJ.t Of the AUW1Mti0D nOW 1n proa:reee• I the 1nCH&8ed 

capital to •be paid into 1'.he bank ae earl7 ae p-aoticable attar the 

uount eh&U h&n been deto...tned, bu.t 1n no eftllt later than 11111a 30, 

1939.• 'l'he •cr-t etoted that 1t atopo h&d baon taken to 1ncreaae ito 

capi t.oJ. etoolt ae set forth above, it would ba tr .. to dool&re a sal.-

annual dividend 1n llaroh, 1939. 

'!'he bank Mde applie&tiOII for approval of an inoraoee 1n 1te 

capital ot $2S,ooo,ooo ($10,000,000 par value r etirable at $2s,ooo,ooo), 
the Reconatruotion Finance Corporation having aa:reed to finance the 

tranaaotion ai ther bT purch&se of preferred etocl< or loans to purch&sin& 

ah&reboldara . 

'l'he President ot the United Stites sUpulatld eo a conditiOD 

to the t1n&no1nc ot the capital 1nar .. ee bT the Rec011struct.1on Fin&nce 

Corpora tiOD the t the bank ebould aa:ree to &1 n the C011ptroller ot tb& 

CUrrenot nto power o,..r the declaration ot d1v1deDds bT the bank. 'l'he 

proa1dent of the bank rep.rded th1a as an add1 UOD to the arrana._,t 

raached 1n Deolllber, and a cond1 t1on to which he oould not acree. 'l'he 

necot.i&t101ls tor an 1noreaae 1n the oapi~ stock are, accord1nsl71 a t 

Regraded Unclassified



CODIII'l'S o• "DBKRS OP BQUIJ) OP DI~ORS 

01' aunt oP A.IIBRI<a •. or. .t s .A. 

llr. c. x. Baar 

Owna aDd opera tea the Baker Shoe Storea, prinoipall:r 

in Loa Angelea. SeYoral yeara ago hia atorea were hard. 

preue4 a.D4 owed a aubatantial bank debt, which haa ainoe 

been paid ot~. It i.a belieYed that preaentl:r the operationa 

are ~airl:r auooeaatul. 

!he prinoipal aeaet repreaented in hia eatbated 

net worth o~ too,ooo would be the intereat in the bue1neea 

mentioned abo••· 

llr. w. B. Blauer 

Vioe Preaident o~ Banko~ .Aaerioa N.T. & S..l . 1n 

charge o~ the Credit DepartaentJ ia alao Vie• Chair-an of 

the Boal'd. o~ Direct ora. 

llr. Blauer - ·· foNerl:r of .San .Toae where he -• in 

the bankins bWiineu. He aeld hia bank to llr • .l.P. Giannini 

1n the earlier :raara o~ Bank of Ital:r e:zpandon and haa 

ainee been eonneoted with the Oianninia. It 1a belieYed 

that Kr. Blauer re~leeta good credit aenae, and that the 
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problo .. arbiag troa hia aupor.iaion are withia reaaon. 

It 1a not !mown to •hat extent hia lalowled.go 1e nlatin 

to tha .. jor uaot probl-. ot tho bank, which an pri­

.. ril7 ahown •• between tha BaDit and Trana .... rioa Corpo­

ration. 

Bb net worth b nporte4 to be t26,ooo.oo, wbioh 

1t ia belieYed would oanaiat prinoipall7 in real eatate 

(hie ho .. at Saratoga, Calitornia) and aiaoellanooua 

inYest-nta. He boM'O .. aone7 1a aodoat aaounta t:Ma 

Tnna ... rioa Corporation and other banko on an unaeoUNd 

bub. To tho writen lmowledge Mr.Blauer kept hiuelt 

tree ot Trana ... rica Corporation atock ownorab1p--and the 

aubaequont heaT7 debts with wl11ch aoao ot hie tallow ot-

ticera are aaddled. 

Leon Booqueraa 

llro Booqueraa o.- into the Bank ot ._rioa thraup 

the .. rger ot h1e bank (~• P'J'Onoh-._r1oa Bank ot San 

PN.nciaoo) with ftl"ioua other banka into what ... !mown aa 

the 'D!lited aeourit7 Bank 1: Trust COIIP&n7• !bia latter b&Dk 

na aerpd with tha Merohanh R. T. 1: 8 . Balik ot Loa Angelo a 

• 
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to tona the Bank ot &.erioa ot Cal1torn1a, whioh -• 

consolidated 1n l~SO with Bank ot Ital7 to tom tlw pr .. ent 

Bank ot ._.rica •ational T~t and Savinga Aaaooiation. 

He haa been a Director since that conaolidation. 

He 1a reported te have an eat~tad net worth o~ 

$100, ooo. oo, but tha writer haa no knowledge o~ b1.a aaeeta. 

Be 1e 1ntereated 1n the treat ern In4uatr1ea C011pan,-1 which 

owes the Bank $108,&8'.S7 and repreaenta a debt ot long 

standing currentl7 criticised Slow. $6~.00 and DoubtfUl 

$20 ,000 with $2,i6l.SS charged ot~. During previous prob­

lea eruption• o~ the bank with the Co~troller•a ot~1ce, 

Kr. Booqueraz ia believed t o have voiced independent judg­

ment ot a oonaervative nature. . He ia a Proncbaan and 

highl7 r egarded aaong the Prench Colon,- ot San Pranciaoo. 

Dr. Guido B. Caslieri 

Ia a ~a1o1an with ottioea 1n •orth Baach. There 

1a little known that would 1ndioate an outatand1ng poaition 

within hia proteaeion . He haa a reported net worth ot 

$25, 000 .00, but thia 1a believed to be high. He ow .. the 

Regraded Unclassified



-'-
Bank $17~1017.~& ot whiGb $~7,919.~7 baa been charged 

ott and ot the balance , $~&,097.98 actiTe, t • ,o.o.oo ia 

claaaitied as Loea . Thia loan 11 aecured principall7 

b7 'l'ranumer1ca Corporation and Bank ot &Jurica etocll:, 

and 1a entirel7 dependent upon the collateral. In addi-
~ . 

tion to hi1 bank debt Dr. Cagl1er1 owea 'l'ranaa.eric~ 

Corporation $276,~11.85 aeoured b7 'l'ranaaaerica Corpo­

ration and Bank ot ~rica atook, whiQb debt 1a entirel7 

dependent upon the collateral, ahcw1113 a -rket Talue 

detic1t 1n exceaa ot ~.ooo.oo 

Is Superintendent tor the Alllerioan Can Co~D7 

1n Loa Angelea , and 1a bel1end to hold a responsible 

poa1t1on. Bh reported net worth ia $&0,000.00, but 

little h known ot h1a aeeet.. He ow .. the Balik $12, 970.00 

aecure4. 

Mr. John &. Corrotte 

Ia retired and baa a reported net worth ot $200, 000. 

It 11 bel1eTed that a aubet ant1&l portion ot thie worth 1e 

r epreaented b7 atooka ot 'l'raneaaerioa Corporat ion and Bank 

ot &.erioa. 

Regraded Unclassified



- II -

11 ahown •• a oapitaliet, ie oonneoted with the 

spreolrele Sugar 111tereetl 111 the Welt. Be urr1e4 one 

ot the 8preo1rlll sirla. While hh reported net worth 

ie t26,000, i t ia bel1••ed that he repreeante oonaid­

erabl7 aore wealth than that throuah the abo•• oonneotion. 

Ia an attorn17 with a report.cl. net worth ot 

$100,000. Little ie known ot hie aeeete, but he ow•• 
the bank $6,000 UDIIOUred and endor••• tl&OO unaeoured, 

both ot wbioh debts are unolaeaitie4. 

Paul B. Pal 

CaM on the Board atter Father, c. w. Pa7, died aD4 

1a a pa•-D.t oontra.otor with a reported net worth 111 

u oeu ot tloo,ooo. .la ie seoerall7 known pad.n& oODtra.otl 

and pol1tioe so hand-111-hand· What epeoU1o oonneotion 

Kr . Pa7 hae with auoh powera 11 not knOWDJ how•••r, hia 

worth, U true, ie aodeet ter a lara• operator in auoh 

bua1n•••• 
• 
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p, W. Pl1At, Jr. 

Ia 1A the real .. tate &lid 1DallNDU b:rolall'&p 

buaineaa 1A Loa Angelea ud haa a Nported net wel'tla et 

$2~,000. Be owea the bank $338,,3,,01 et wh1~ $811,634.01 

1a olaaa1t1ed •• Slow. Be oaae 1A •• a D1reotor thl'Oil&ll 

tho Xerobante ••t1onal 'l'rv..at and 8ni.Qga a .. oo1at1on &Jill 

Bank of ~rioa of Cal1toJ'Dia aeriea of talalo~el'a &Jill 

oonaolidationa. 

Dr. A. B. G1ann1A1 

Ia oonneoted wit~ the Xot1on Pioture Induatry aa 

a fiD&IIoial ad~i .. r to produoera and aotora. Be haa been 

aaaooiated with b1a brother tor a&nJ yeara and pioneered 

their 1Avaa1on of •n York tbJ'Oup the aoquiaition et 

.. TeJ'&l banka that beo ... laatly identified aa the Bank 

of Aaerioa ••t1011al Auoo1at1on (later eold by Walker to 

tho Betional City Bank). Dv.l'i.Qg that period of hie oareer 

he intol'IHd t he exaainen that loana to the 110t1on picture 

industry were better tban Gonl'IWlent b011da and p~ed 1t. 

After the aale of Bank of &aerloa Xational Auoo1at1en.-

••w Yol'k, he Ntlll'IMCl te Cal1tom1a and beo ... V1oe PJ'ea1de11t 

Regraded Unclassified



- 7 -

and Vioe Chair-an of Bank or Aaer1oa H.T. & s.A. &a a 

more or leaa aelt-appolnted oYeraeer of the prlnoipalit7 

of Loa An6el... He waa quite aotiYe in the •~~age•nt, 

poauuing a oomaon L&tln qualit7 of being heard. Hu 

aotiYitiea and aaaooiation with the Motion Piotura lnduatr.r 

oontlnued, resulting 1n mat17 atara• bank aocounta and 

loana to produoara. In 19:515 or 19:5e he became President 

or United Artieta at a reported ealar.r of $100,000 per 

annua and re•rked that now he wa1 being paid tor -oh 

that be had prnioual7 done free. In 19:57 or 1988 ha 

resigned thia luoratiYe position due to internal atr1te 

among the owners of United Artieta, apparentl7 deluded to 

the thought that free adYice at leaet giYaa one a aenae 

of aelt-t.portanoe eYen though it ma7 not be aooepted. 

Hie net worth ia reported to be OYer $600,000, and 

without an7 knowledge of hie aaaeta, it 1a oonceiY&ble 

that the figure 1a conaenatiye. He hie ea.rned good ealariee 

for m&Jl7 7ears and hie aaaoolatione m&7 haYe helped hilll. 

A a 11 ofttilllee true of brothers, he and A. P • Giannini do 

not alwa7a agree, but A. P. predoainat81• Slnoe leaving 
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the United &rtlata, he hea not Nelllled. &D ottiolal capao1t7 

in the bank other then continuing " a Director. Jle nw 

occupiee ... 11 quarters 1D the BIYerl7 Hilla Br&Deh ot the 

Balik, mere he continue• to adY1ae and be adYbed. 

A. P. Giannini 

Ie to w1del7 publ1ciaad tor one to att-.pt turtber 

comment about him. 

George J , Gi&DD1ni 

Ia a brother ot A. P. Glan111D1 (1t not a brother, 

a close relatiYe) aDd dltt'ering from the othere, eta7ed 

with hia tirat love, the produce c-1ae1on buaineaa. 

Little 1a eYer heard ot George. He bee a reported net worth 

ot $101 000 and oD17 came on the Beard in 19l58 aa a reault 

ot aeveral prior vacanciee. 

L. K. Giannini 

Ia & . p, Giannini'• aon and Preaident ot the Balik 

ot &aerie& H.!. a. S.A.; allo h1gb 1D the powere thet be in 

Tranaaaerica Corporation and ita aubaid1ar1ea. In recent 

Regraded Unclassified
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yeara hie Father baa pushed hta to the front so here again 

publicity allows little turther c011111ent. 

Al o. Oook 

Ia one ot San Franciaco •a t1neet tallows-- a natiTe 

ot San Francisco, he has -~ triende and 1e widely known. 

He haa been connected w1 th the Bank tor yeare 1n varloua 

capacitlea and presently holds the title ot Vice President 

and Vice Chairman ot the Board 1n oharga ot public relatione . 

He waa recently potentate ot the Shr1nera 1n San Francieco 

and ia aleo a member ot other groups. Hie reported worth 

ia $751 000, which ia poaeibly true ae an accumulation over 

many years. AI tar as 1a known he baa kept h imaelt tree ot 

debt , bei ng neither a pr1noe nor a pauper. Preeently, he 

owea Tranaamerica Corporation $6, 260 eaour&d by aharea ot 

Pao1tio Coaet Kortgage COIIIP&n1• 

llarehal llale 

Came on the Board upon the death ot hia brother, 

P. c. Bale. The Hale Brother• St ores are among the t1neat 

-naged 1n the Northern California Area. The aaaoc1at1on 

• 

Regraded Unclassified



• 

- 10 -

ot the Balea with the 0'•nn1111a go.a 'back amy yeara to 

early daya 1n san Joae troa whence they 'both ouHh The 

Hale family repreaenta au'batantial wealth and poaition. 

Xarabal Balea' reported net worth ia t600,000, probably 

a conaerYatiYe figure. Their atorea haTe been tree ot 

debt, 'but aoae ot their real eatate ooapaniea b&Ye 'borrowed 

troa the bank and at present their Panaa& Realt7 Coap&n7 

gwea $216,000 unaecured cl:ua1tied aa Slow. 

c. 11. BawkU. 

Ia a rancher and linatook operator 1n the Holl1ater 

County ot Cal1tomia, Hie reported .., rth 11 $200,000, 'but 

th1a ia highly queationable. He owea the Bank $201,086.96 

ot which $61,8&1.7' ia charged ott, ot the 'balance $l~,e&e.ee 

h olau1tie4 aa SlOIIJ. 1h1a debt 1a ot long atanding and 

a workout ot real eatate and liTeatook. In addition he 

endoraea $120,000 aecond lien real eatate loan ot Port 

naaoth Meadow Co.p&nT 1n wbioh he 1a au'batantially 1nter­

eatedJ thb OOII!Piny alao owea another $90, 000 unendorae4 

aecure4 'by real eatate . Alao, aaae ot the 11Teatook opera­

tiona are t1nanoe4 through Bank•merioa Agricultural Credit 

Corporation., a lubl14iar,. ot 'l'rana&a~rioa Corporation.. A 

reoen.t 'bono'lf1n.a trca another ~ renall that Jbo, Bawldn.a 

baa :bnlotheeated h1l ahara• ot Bank ot .IIMrioa II . ! . 1: S .A. , 

\hereby dbqualU,.1ng hilualt 11 a Direotcr • 

Regraded Unclassified
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.Tohn B. llarble 

Ia in the real eatate and mortgage investment 

bua1neu 1n Loa Angelea. He haa a reported ·net worth ot 

$100,000, beliaYad to be repreaented pr1noipall7 b7 hia 

1ntereat in the .Tohn B. llarble COJ!Pa~ operating 1n real 

eatate and ineur&nce. 

Harrz Kanera 

X. an attorne7 trom Stockton, Cal1tcm1a, and haa 

been on the Board tor aeveral 7eara. Be ie an old friend 

ot the 01ann1n1a. Bia reported net worth 1e $200 1 000 with 

little knowledge ot hie aeaeta. 

wa. Wallace Xa1n 

Waa eleoted to the Board 1n 1$~8 to till a ncano7. 

At the tiae ot hie election ha purohaeed 1000 aharea ot 

Bank ot .._rioa B.T, & S ,.l, troa Tranaaaerica Corporation 

giving hie note ot $4Q,OOO. Hie ahara thue pledged dia­

qual1tiad hiiD aa Director. Later &Iter a reduction ot 

tbe loan, Tranalllllarica Corporation releaaa4 100 aharea, 

thereb7 aorreatiD& hia d1aqua11t1aat1aa. 

Regraded Unclassified
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Jlr, Me1n 11 reputedl.:r a wealtb;r aan. Por :r ... ra 

be na a Direotor ot tho ~rloan Tru.t COIIPan:r ot san 

PranGiaGo. It 1e not preaentl:r known whether or not h e 

still bol41 thie place. He 18 prel14ent ot the CalaTeru 

ce .. nt COIIIPan:r and in the put na reported aa bei.Jl8 

suoGesatul in South African aiDing Tenturea. Hia reported 

net worth ot $600,000 is belieTed oooeerTatiTe. 

Angelo Petri 

Ia a oigar manufacturer and baa bean on the Board 

tor :reara . Hie oompan:r • the Petri Cigar ComJ~&n:r • baa a 

good t1nano1al record: Reoentl:r it baa bGrrGwed $819, .60 

trom the bank to promote an expansion ot its act1T1t1ea 

in the wine d1atr1but1ng buaineaaJ what auooeas thia 

latter Tenture -:r haTe ~in• to be aeen. Jlr, Petri 

1a borrowing peraonall:r ~.ooo on a real eatate loan and 

$29,000 a eo urad. Hie reported net worth ot tlOO , 00 1a 

bel ieTed COniOrTat1Teo 

.. Regraded Unclassified
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Dr. OelAetine J. 8ull1nn 

Ie a O~nioner ot the State Bt.rbor Boerd, end lt 

ia believed that thla la hla ohiet olata to taae. Little 

la known of hia aooompliabaenta. He baa a reported not 

worth ot $23,000 and borrows ~,fGO troa tbe bank aeoured. 

J\lliua Zentner 

Baa been a Director tor 1eara and ia oonneoted 

with LeYy-Zenture Compan1, produoe merohanta. The caapa~ 

ia ooneidered highl1 auoceaatul 1D thia buaineaa and borrowa 

$240,000 tr011 the bank 'IUleecured. xr. Zentner •a reported 

net worth ot $1001000 1a believed oonaervative and he 

borrow• $8,500 troa the baDk,ot whioh $6,GOO 1a secured • 

.JUne 21, 111311 

Regraded Unclassified



.Jial.7 U , Ul8t 

Thla ia the ca.plete tile ot material which waa 

made aTailable to Meaar•. Sa1th, Spencer and Ottle7 

when the7 were here recentl 7 to reT1 .. the Bank ot 

.&aer1oa oaae. 

Regraded Unclassified
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