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October 21 , 19S8 

For the secretary: 

Attached ia a suggested tentative drart or the 

letter or warning to be s ent to the Bank or Amariea, 

N.T. & S .A. •e ahould have a eonrerenoe on it ahortlJ 

I t hink. 

Bnoloaure 

Regraded Unclassified



,;:;o;;.;;;io ___ l;t;;;";U:;":u ~to tbe l.tter or Ule O:l.u-a. ot •7-=--~ 

Direoton -~ \be "-lt to Uta AeUDc Coeptn>ll.er or Ula Cilia v .ur 

date ot *T 6, 1938 ad to the letter or tbe loud or Dl.rectore or Ula 

bulk to Ute c:-ptroller or the Qarr.,q ~mdar date or October lS, 19)8. 

!ha ""•'"M or the loud, 1D hie letter, cJe!M that aaa­

at.J.OD or ~ ad ..... reet.s.-tiOD or progr- e..-zo to be the obrioua 

th-. or \be reparW or ...,..,natiOD or the bulkJ Ulat the JII"OCl"eeaiYe ~ 

F""'-t 1D the OOD41t10D or Ule bulk e1Dce hU retUl'D to the ...,.,..,t 
1D 1932 u mnt.tMd '117 uad&ae criticU.J that the -c-t. or the bulk 

bu .,.,....,._. obetaclee that nre sea•rall;T rt .. e<l u ine~.UWDuntableJ that 

ecODa.ic OOD41t10Da e1Dce 1932 b&Ye oot riiYore<l iaprcw-t 1D the cOD~ 

ditioa or the bulkJ ..,4 that tbe probl- or Ule 'baDit caD be aore qllickl:r 

~ U the 'baDit recei•e• a eli,&tlt decree or cooperation rr- • .,.. or 

the Ccw..--t qmc1ee aD4 repreeetatbee coacerDe<l, 1Detead ot be1Dc 

wbJeotecl to the cr1t1oal &Dd h1&bl7 tachDical tactico preoeDtlT Mplored 

'Obicb -u- to abeorb too ,rMt a prop.rtioa or the ts.- 8Dd etrort ot 

Ule bulk'• --e-Dt• 'l'hb ortice doee oot cODcur 1D the opinion or tbe 

II 

0:1&1 ...... or the Board that thare b aa ..... a aiarepreeeotatica or the eca­

ditloa or the 'baDit 1D the report• or -·lnat lca, or that Ulere hae bee 

~ uaaeretiOD there1D or the probl- or the 'baDit or ~ UDcS.reotaation 

or ita pi'Oir'Me 1D aolrlDI thm. Jor 4oee thil orrice qree Ulat tbe -­

ac-t or the bulk hU OYerc .... obetacl .. that ...... , .. ....u.r Yi ... ed U 

iD~N~W~UDtahb. U elldl be4 be., the cue, the 'baDit woul4 oot hiiYe bee 

11-e<l to reopc atter the bclrlnc holida;r 1D 193.3• Jor doee thie otfioe 

asree thai the -o.s.o OODditioae eince 1932 haY& DOt r""ore<l iaprew~ 

1D the oditioa or the 'b&Dit. It INOh had be• the cue, national b&Dke 

thrn&t rrt Ute ~ -tel DO\ baY• ..,_ the ,_ral lapro'Y-t 1D their 

o01141t1CIIl, dae Sa a 1arp put to Jlft1'a111aa 11 a.-to oe41t1oae, that -

' 
JIU'&tift ttcaw AtpeJ ••• r. ... - fill ,_. ........ -18~ .nor-

dad •• a ........... -au-- I' I ut:r lla ~ !1'08 Uta 
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aecur1t1.ee baa exceeded t3s,ooo,ooo "" a - equal to aJIIII'G'd..Mtal:r ~ 

ot the net opeJ"atial poofita of t.be bank ~1nc t.ba\ peri.ad. J 
The •n•1nat1.., of a bank 1a ...S. tor t he J1UJ11C>M of 1Dto!WiD« 

t !le n parYUOJT ... t.bori.t;r of t he beftlt•a c.diUOD eo t.bat t.bat aut.borit:r 

11&1 pertono t.b• dutiaa bpoaed upc11 hill ~ law. Copies of Ule report ot 

noelnatiOD are -t to t.be Board of Dlreotora of a bank to diacloae to it 
• 

the bank'• o..,dit1.0G aad to indicate to the bank'• ~~&nas-nt t.boae probl-

of t be bank that require ita apecial attention. Tba euaiDation of a bank 

1a not ...Sa f or the purpoee of caapli.Hntin& tho bank•a ~~~~~~q-t, and 

it crlticiaa thereof is nece88&t'7 to advi ee t.be Board ot Directors ot a 

bank of ita condition, tbo .. criticlae .... t be Mde. The pri.Mr7 tunc~ion 

ot a bank aupe r'I'1.&0t7 autbo>"it;r 1a tbe protec~ion or tbe t\mda or depoeUora. 

A bell\: aupetTiaor:r autbortt:r conaldera tbe bank froa tbe Ti-ln~ of ita 

be1n& a ~ ..... ~. tor ita depositora and not troa tbe Yinpoint of ita bel.:l.g 

the pr1ncipe.l &amiD& anet ot a atoclcbo1dor, either corporate or i ndividual. 

Tbia ottice aeeke to cooperate with the Board ot Directors and the IIIIJl&ge­

ment of banta under its supervision , witb a •1ew to !neurin& the aatot:r ot 

deposi tors' tundo and worJdn& out the probl .. a ot alldl benka. In t ho caeo 

ot :rou:r bank, that eooperatioo betweea tbe bank•a Mlleg-t and tblo ottico 

baa beea 1ack1.nc, duo to tho aanq..,t'o arbitr&t"T and a.nt.qooiatic ott1-

tude toward • •U-toundecl cr1tic1.aa in the r eports or enw1nat10D or t he 

aent. 

Tbe BoaJ"d ot Dlrectore, in ita letter, wbicb will be r eplied to 

under separate cover, ata~o that zx..ainer I'8)Jior, wbon be appeared before 

~ho Board o r Directors at ita meet1n& on Sept•ber 13, 1938, with a telearu 

from thia office 11!11cb be read to the Board, deliYerecl cr1tic181Da of tbe 

bellk on it- witb respect to which the comptroller of the Cu=onc:r bed 

nO'Oar tberatofore coaaomicated foraall:r witb tbe aan&«e"eftt or the Board or 

Director&. 1'be i~ Ht f orth 1D tbe aid telecraa bed aU tb&J"atofore 

bean cJ"it.ic1.aed 1n tonoal 
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which h..S beeo ••t to the built ..s.sr..ood to the Board ot D1Joectoro, Ill 

add1t1011, th17 b..S beeo clilculood with the O..U.U ot the Board ot ou­
toro aud the nee Preoidoot .. d Culder ot the bc.alt, ... • ell ... with other 

repHsenteti•u ot the built, b.,.. 1D llubiJlctoo>, 'l'h11 ott1ce felt tbat ih 

pooition COIIOII'Dillc 11\lCb Mttere wu not be1nc .,_,ucatod tc the Board 

ot Direct ors. Conooquant17, thil ott1ce toot the -t direot Mthod ot 

aettl..ng betor. the Board ot Directcro ita poeiti.., theretofore take llitb 

reapect tc the neceooitr tor the 00111ernt1.., ot the eaminc• of the but 

end the ll&id.D& of proper prorloion tor tbe bullt1a criticilod u u te before 

the Boud of D1rectcre lboW.d decwe fUrther di•idends. rrca the l et ter 

of the Board of Oirectcro, it 11 ..-tdct that thil ott1ce wu correct 1a 

ita belief that ita pooitiOII bod not theretofore been tul.l)' diacloood tc 

tbe 11e111bere ot the Board ot l)irectoro. The Haponaibilltr for IUcll a oi tu.­

t1on root. with the Board ot Directcra. The direetoro lboW.d abe to the 

banlt that dear" ot euperrta1011 0011t.platod b7 the law and their oatho ~ 

of!ice, and aoe that the Mttere brought to their attention are corrected or 

adJusted. Urt .. tiatactorr OCIIditiOM 1D bani:a ere due canorall1 tc the fail­

ure ot directcn to direct. IIUle director• .,.. DOt roqu1rod to dnote 

their entire tiJae to the deteUe ot the bua1De11 .....,_t ot the beDJ<, 

and aq c.-it eucll routine to their dW.,. authorhod ottice a, pr~idod t be1 

reteia aud eurciao a general euperrtsi0111 directcrl do not dU<Ibarce the 

dutr iapoeod upoa th• b1 la• b7 repoeinc the ctire •••o!atratiao tc 

otticero oalectod b1 th•, without npel'Tieiao ot epm1n•t1011. 

This ottice 11 pl.euod to note the UIIW'&liCII 11•• b1 the Board 

ot Direeton ot ite cooperaUoe 1D ..,.,.,. attort to fUrther the procre•• ot 

the b&Dit. !hi a ~t1ce a1ao 110tee tba atet.et 1D the letter ot the Board 

ot Direotore that 1 t wUl appreoiate tiWo ott1oa attordinc the -aceMDt 

ot the built • .._rtaait7 tc olarit1 - ot the ianeo niaed, and, hrtber, 

that the -.1o criU.U. 0011ta1Md 1D the repart ~ ,..,Mtiao .... f'tmllll'-.. 

w ~ ot pollq lith rupect tc aiob t.loe Board ot Direetore t..t. 

that the •".,DII'III-IIIt llbaal.4 be rooariod tba Jl"l'IU• ot 41l'Mt -*' -.1111 
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o1arU7 ~ S.••• NiN4 1a Ul• repon ~ • ..._,uuce o1 .lllrll 28, 

1938 at UT tl.M that the -~t ito prepared to di-• wiUa 

Ua1a ~ • ooutnaetiYe procr- lookinc tow..rd the oorrectice of 

!here an U....e -Jor probl- 1a JOUr bomk u diecloeed liT 

Uae report <II -'neti.., u (4 AprU 28, 19)8. The tiret two bne to 

do wiUa Uae -t COD41ti.., or the bomk aDd the pollq or the ...,.._t 
1a ralati.., thereto. Tbe third b.u to do with the pollq (4 the Board 

ot Director. 1a failiDc to CODeerYe the bomk '• earnin«• to prorlde en4 

-.1ata1a a edeqate capltel ltrwt~, aDd 1a diaaipat1ac -=II MJ'IIJ..Dp . 
throaCil the ~t cl -aiYe di'ri4eedl. 

5 

8ouD4 lwnldnl prutUe doel no\ parm.t 011 e;r ext..ai.., ot credit, 

41recUT or 1n41.J'Mtl.T, to VIT penal, partnerlbip, oorporet.ion or uaocia­

ti.., ud/• to b1Jo or ita 41.reotlT or ~ -ed or controlled ~1-
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:lad1ree\ plolipU.. ot ra • 1a Ow»=•'*'- _. Ue .. lwfdten• u4 

aftUla'- Ia u. -ar pte .. 'ot f'll6,203,9012 ~- ........ '-
611' ot the ..... '"-1. .... oeplW. ......... ~e det.elb el ilde--

o..V.Uca ..S U. JGUC17 ot a.e 'llalt'e •••1 ' :la 4MUe1 wUh U ere 

t.raU. 1a ~ 4M1.rabb :la the ~ ot .....S ...,..."1• 

:Dt -..u• wta. t1o1a ra.-ioa Owpcaattaa -u..uca, 

-r- a\Watlca 1a d1ncrW 'o tho -ar 1e tlb.le the Ia~oa Oca.,....... 

t1aa -t.raote Juwo 'bee e11.s"w liT tho bealt1o -·• I t . !ho - ot 

t14,500,000 - CINdlW CILl the tooob ot tho 'llalt ap1ut tho twle- b 

to the 'llalt ..sar til- -treot.•· !Ilia .....Ut - ae aarneW YOtatazT 

..-.ouCILl lirT tbe 'llalt1e --.-tot a part ot tho pu'daue ..,u. .....S 

to bo pa14 to the 'llalt liT a ropa\edlT eol••t ooapozaUCILl tor ... ote eol4 

liT the bealt to that oorp>raUCILl ae4ar tho t- ot _,..._.te eoouro4 liT a 

p1o4p ot oollatanl.. the- ot t:z,716,800 ... eltw<eeW liT tho aooo~e 

117 ta.e ..u rr- ra w wt.oa owpwauoa, o rPpll\o4lT eol....,t ooaporatloa, 

ot 56,600 eharee ot ~~took ot .. ,~ ClV leak ot .... Yorlt, 1D •tiahoUce 

ot tho dollt ot r.t I d rloa Ouzpora\loa to tho liNJI< a\ P tiM a .. !Nae-

-s_oa Corporatlce - oWcaW PL£4 &PP£1'C1Llt:!T ..tole to ..U oo& ~\ 

ot ..... -' ,_ it. oare:lap. r; ••••'l'ioa OcaporaUce pa14 to the .... 

~o - ot 15,144,2J7 :la ii&Jih, ~ - roJII'PMIIW f'l1llda pa14 ovt liT the 

liNII< to ropurab&H ;rertouaJT obltrp4 ott -'- ot the IINII<, PD4 - .ado 

~·''•b'• to 71 -esrl.oa c.rp.au.aa ~ • MriM ot 1at.er a a 1 

endUe. Oltder a.e .._ ot -... Ia'-r liMn• OWpwaUCILl _trMU, lttllk 

ot -...ua ..u __.. ... -'II ot-- .... ~ w .... ~lit' 
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7 

1 
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-sa~ .t/ertw ~ • tJt'f ~ .... • ~ 

~· rtr 11tnUaWe - • - a ... to:.Ltcl JIIIII'L vi U. s-to4 

-~ ..... -~ ~ -~. dizoMt.l;r­

~. to 1111J ,._, pll 1 aldp, -....-u.a • u-t.atioe • U. 

IMW1q el ow.u- • u..to ot tt ____ ,.,. a. -'/• ito 

= awW 111 to: a. il U. lick'• -"a ot nal wtato .....U.C 

.,,660,11151 .... - 141 I &M .. .t U. lick' a Wll1 lletlt lql1tal IWw­

-=• tlda 1&1 ll U• fM1 0 I tile I llwt.l tit o.ur-Sa ......_, IN, _. 

• a'lal r a o s.-.-- et .,,.,,.. ~ •~•-
M , ___ ,_ ?' ftlawpwuttftt.M Let-

• 
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or the boolt ftlM ·~ tM nel -'aw OOftnd llr .. -~ ~Wll' 

t- ,..no an- tM ..w ~ tM -v.ot . .... l(JJ,..-~-

beDJt J'fta1M uu. to the na1 utaw aw u 1a IIOlcl 11r o.urons.a 

....,.,., be. 8114 c.p1tal C :•1• 8114 1a oW.W to pq all '-. • tM 

..taw. !'be baJt acr- to aooep\ at. tao. ftlM oaab, DOtM, er 

coat.raet. ncet'ftd ~ tbNe oorporatuu Sa L411W~ tor the na1 eat.ata 

b)' U... 1M coat. or the rebabllltats.OD or t•wp-~o-.o-m·t ~ tM JAOpa 

eoftred b)' the -tract. ~ tbMe eorpoHitiODa i 1 ..sdK to tb. apa14 

..._..,c:e diM boa th• UDder the -tr&eta. !M1e eorpo:rati..,. pq 1$ Satcwt 

the bal.mce d.,. the beDJt. .f.ll real .. tate oo.......S ~ theee -tr&eta 

carrie4 b)' the beDJt OD ita boob u "Ileal Eetate Sal .. CODtr&et.• m4 

u •Loarua m4 llaeOIIIlt.• Sa publ.iebe4 reporte or cooditiOD. fbi 

IUIOW>t or real eatate eo,..re4 b:r thMI -tr&eta bu SaCNaMd h<>a 29ll 

t he 'tuk'• boolt capital atzuoture or t97,.U9,540 u or l- 22, 1934 to 

35% or the 'tuk'• book capital etrueture of t ll2,420,)U u or April 28, 

the report or ezaalnatioa or AprU 28, 19)8 u ••nk1nl II<NM"Sa the U<N~~t 

or $2'7 ,61) , 72'7 • Saol wle4 1n 'Obicb were properti .. or a boolt ftlua or 

$1S78, 005 'Obich are not uee4 u 'l!enlr1n& ~ee. m4 odliob ebollld, acoord-

1ngl;y, be carrie<! u pert or •otur Real Eetate 01111e4•. T» report or -

ulnotiOD or AprU 28, 19)8 aboWI 0 hftltDezlt Sa uo4 Ad,...OH to C1 ;•nt .. 

or l o111Dee1 Boldin& Title to l!e.Did.Dc Houe• Sa t.be - or 119,332,7)4. 'fb18 

81111 repreamt. an 1n ... a~t or the beDJt' 1 fiiDdl 1n the .toot of ~ 

lational Bealt7 CorporatiOD ODd 1nel11d .. the -or $6,039,920 wbiob ri~ 

aeuta real .. tate o.....S bT the oorporatiOD m4 not uae4 u lwnHnc pr •-. 

which reel eetate ebould be carried 011 the boolr:a or t.be 'tuk u "'ther a-1 

8oaDd 'builtin& prectioe requ1ree tbet tM boolr:l ot t.be baJt 8114 

the publ.ilbed reporte or cooditiOil or t» beDJt eonect.l7 reflect t.be 

nature ot t.be ueeta of the '-lt. 8oaDd ...,Hns prutioe ID4 coapl•-
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with the prwW,.. ot lD -.14, th-rON, ftql&1re tbat reAl ..tate 

carried oa the lloob ot the t.lt u ...U a-tete au .. CODtNcte• be -.. 

r1ed u ootb.r IIMl !atete O..ed• •4 10 reported 1a polllUbed r.porte 

ot coodJ.tioD ot the beak. .U a rewlt ot the tar.. IID4 eoadit.iou ot 

thMe -tncte 1the beak 1a -bled to C&ZTJ paroaa ot laDd, 'lbicll ..,. 

eith.r UD.Ml.Mble or 0811 calT be liq.Udated at a l\lbatutial 1oee, tor .., 

111111a1ted period ot Jeare, tGroQcb the d«ice ot cr..SUillc the proaaa4e ot 

the .W ot a li"• parcel u a ~t 011 the balacce ot the total -

tract& 1Aeteed ot treatillc eacll trana&ct1011 ..... 1A41'1'1dual itea. 

Rlt- 1a ...S. to the critioiaa 0011ta1Aed 1D the report ot a.. 

aa1Aat1011 ot Ap'U 28, 1938 1A OOIIIl&CtiOII with the writ.up ot the coet 

Jrica ot oerta1A OUted statu IID4 h1Cil a:nd• amieipel banda. Your .t.­

t.atiOD 1e called to the tact tA&t <\lrtaa the put t. Jean th .... ba'l'a 

be• tbree occui011e 011 'llbicb the dittareaoa 1A the YalWI ot the eecuritiM 

acc01111t ot the beak betwe011 the hai&bt ot appreo1at1011 end the 1oe pol..at 

ot dapraciatioD 1A the - CJD1e appro:rillated $1.7,soo,ooo with .., extr.e 

bet- the hi&bMt po1At ot &PiftQiatiOII IID4 the loeeet pol..at ot dapre­

ciaUOII ot .ore tAaD $33,000,000. It the ...,.._t t.akao adYantap ot 

a r1a1D& eecu.ritiM -net to oapitaliH .., ......Uoed profit reprMeDted 

b7 apprec1at1011, it .ut .taDd rMdJ to ..U ldequata p-ort&1011 t or dapre­

ciatiOII 1A the -.rltet 'l'alWI ot ite 1a'I'Mt88Dt HGIIl'iUall 10 writt. "P• 

!Ilia 1t hu ratuaed to 4D 1A the put. .u H'l'aaled b7 the report ot ne•'Daa 

t1011 ot April 28, 1938, a portioa ot tbe•e boD4 writ.-upe M etlll carried 

011 the booU ot the beak u • ueat. 

Rtt.r•oa 1a M4e to tba oriUoiaa -tataed 1A the report ot u.­

aiaaUc. ol Apr1l 211, 1938, 1A -ue. with il!pO"'IIdad o.r-.. cred.ite. 

!Ia- a.- credJ.te _.. ......s..& • a..;... ot tile._., at t7,964,961. 

!1ae lJ4'aiMU• ot th- cred.ite ianl,.. ..U -..1oD 1Ato reciatared 

..n:.. !Ia& ..,..._.. 1A1ef • taa- ..au, •• 1 •• tile 41tt-• betw.e 

UM 'l'1llM ot ~ Ml'b _. -. 'l'aJ. fll bw -a, *Uill hal be8D 

• 
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1 • 1•t \bat tba Clbarp olta YOlun\arUr t.at.. b)' otber J.arse -

\1-.1 benka bold1Jic tbeae o. ...... CINdJ.~ . 1ba anq-t hu heretofore 

ret'laNd \o NOopiM tb- olauU'ieet1-. 

the ..U....S. ~liT the benlt'a -.g..,.t 1A att.e.jlt.ina to 

effect correo\1- ot ariUoi...t UH\a ere axapU.ti..S liT the caaea or 

II 

the Bmlcaaer1ca C..~WD:r and Tl'u-rica Corp>rat.ion. 8a.nlc.Uierica Coep~U~T 

1e a corporation de•Hna 1a aecuriti .. and underwritiac ....Ueipal bond 

1aauea. 1ba llabillty of thia COIIJl&DT t.o the benlt - • ..-eel troa tile 

Trana ... rtea Corporation concout.rat.ion 1n the April 28, 19)8 report or 

exaa1nat.1on, beeauea or a queet.lonabla techni.cal change 1n tbe reltlt.ionahip 

bat.ae&D Bankaaerica Coapany and Trana .. arica Corporation. 

Bank~eriea Cocp&QT • •• 6old by Tran~rice Cener~ Cor~retion 

t.o Waste.m Statea Corporc.tion, a Novede corporation, hn inK a capital con­

a1at1n& or 10,000 ehare" f~.,a cuauleth'o di•l<lond Clan •A• voting etock 

of tbe per Yalue or $5.00 a lbare, ent1Ued to J'l"Gference up t.o f27 , !-Q 0 

ahara and accu.aulated diddenda upon llqu.1dation or diaaolutioo , and 10,000 

ahore& of Clue •B• non-•otil!g atock or the per value of t 250. 00 a ahara. 

Capital Collpany, ll!ticb - a ob1~ated to Bank cf .A::teri ca to the ext~nt of 

OTar $29,000,000, paid $5,000,000 to Weatera St.otee Corporation f or the 

10, 000 lbarea of Claao •a• non-Totin& atoclt or an aggregate per Talua of 

$2,soo,ooo. 8anltuerica Collp&DT a atill indebted t.o Bank of America 

daapite U.e eben&• ot a.~arehip ot 8allkaaariea _eoapany. 

1ba liabilit:r ot Trana.-eric• Corporation to the bllllk au o11ain­

ated t.bJ'ouejl a aerie• ot tranaactiona aa t o11oa"' - -

OD October 1, 19)1, Bank or Aaerica oo1d to Trana..,.ric• Corpor.,_ 

tion, tor a conaideration or e9,155, 786 •• , cert&.in real oatate carried on 

the baultj a boolta u banking pra.iaea, but ll!ticb a ere not baing ua..S tor 

bault1n& purpoeea. Tho contract proYided tor a down p&111ent riU. tha balance 

~· riU.ia tin :reara troa U.a da1A ot U.e contract, or October 1, 19)6. 

Sllbeequent.l.T, Tranau:erica Corporation reaold the JII'OP&rliaa ac:­

qu1racl liT it \IDder tbh oont.rect to Capl.t.U ~ (a OOrp>rOt.ion all or 

• 
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the at.ocl< ttl tlldch 1a -.4 ll!r Tlwlr 1 1ca o-r..1 Corporat1CG, wb1cll, 

1A turD, 1a ~ -- bT ~ Col'ponU...). 

CD JUl.)- 14, 1937, liON t.bu DiDe -U.. at'ter the date 011 IIIIich 

the balance 4IM to IIIIDk d: .IMrloa IIIKler thb ooatract. wu to me bMD 

pe14 to u, a.aJ< or Merlca -t.ribllt.ed $~,8?5,000 1A calla to the 8Urplua 

or Jlercheat.a hti-.1. ~t;r Corporat.1CII (a Mpk'ng .. tra bcW11Joc oor­

porat.icn all ttl the at.ocl< or wbicll 1a _.. bT 8aak or Merlca~, ...s 1A-

cr .. Md the book Y&lue ot the b&Dit'• ~ .. t.ent. 1A the etock or thle cor­

poration b7 tbe eue -..nt.. CD the .... date, llerchante Jlational balt;r 

Corporation purchased ~ Cepl.tal Coa))eft7, tor the eua ot $5,8?4,457, the 

properti .. than bald b7 Cepl.t.al CoaP*D7 which bad been purcbaoed b7 it. ~ 

Tran-rica Corporat.icn, auch - balAg the balAnce r a tnfng due to 8&nlc 

ot .Aaerica Wider the or1g:1Aal contract. ot October 1, 1931 bate.., Bank ot 

.America and Tr...,......ica Corporation. Cepl.te1 Coa))eft7 th., paid to TreM­

uer ica Corporation the proeeede ot this eale, to elia1Aete Capl.ta1 C011~'• 

li.abillty Wider ita contract rith Tran.-rica Corporation. Tranauerica 

Corporation, 1D tW"D, u.aed the - tunda to aake p&;~~~ent to Bank or Aaarica 

1A order to •l1•1nate Traneuerica Corporation'• llabU1t7 1.1>der 1t.e con­

tract or October 1, 1931, rith Bank ot .berica. !he nat reault or th81e 

tranaectiCDa ia that. Bank ot .I.Jierica increued ita 1AT .. t.aant 1A t.ha etock 

ot llercbanta Jlatiooal Realt7 Corporation 1n tho eua ot $~,8?5,000, whicb 

acquired real aateta haT1nc a book T&lue ot $~ 1874,457, thua a11•1nat1nc 

the direct obligation or Trana-ric.a Corporation to the baalt. 

Ratarence 1a ...Sa to the extaceion ot credit to Tran..-rica Cor­

poration and ite aube1d1ari .. uceed1ng the lla1te preacribed b7 Section 

5200 ot the llartMd statut .. , aa .. t tort.b ,in_ the re~ ot &X8ainatiCD ttl 

April 28, 1938. Calitomia Lande, IDe • ..,d Capital COII))eft7, beth ot whicb 

c...,.,...tione are *oUT -ad b7 .......,._1.,. O.aral Corporaticn, which, 

1A turD, ia wbollT a.ned b7 Traneuerica Corporat.iCil, reao1d to tba bank 

carta1A .... te t-17 abarced ott b7 the bani and aold b7 it llftder certaiA 

1 te. 87 Tirtue ot tbia reaale to the bank ot ite pr«loualT cherled 
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ott UMte, Tr&~~~••rica Corporat1CIII ... - bled, tn. the ~coda ot thla 

eale, to etteot the l.1quidatiCIII ot the Ill~ca Corpor.tiCIII contracta 

to the a:rtellt or t5,844,247 lllld therebJ repia collateral Jft'Yioualr bel4 

by aDd pled&ed with the beDit UDder th ... contrecta, wbetituti.Dg 1.n 11 ... 

thereof ita CU&J'&IItee to the boolk, to the extent or t6,500,000, or the liqui­

d&tin« nlue or the prertoueq charced ott eeaete repurebaeed bJ the benlt 

troc Tren111merice CorporatiOD 11 'llloll7 o.ned eubl1d1ar1ea, 

The -t ot this 1DdebtednMa or Trllllaleri ca CorporatiOII to 

the bonk ae or April 28 , 1938 AI $5,524,096. In additi on, l'iret Rational 

Corporation ot Portl&nd, Tr111-riea S.mce Corporetion, &Ilk ot Laerica 

qricultural CredJ.t Corporati.cn, CalUorDJ.a Landi, Joe., Capital ec.pao,. 

and Illter--eontl.nllltal Corporaticn, all eube1d.1ar1u or Tran-.-ica Coi'JIOH-o 

tioo, ware 1nde~ed to the baDk ae ot tprU 28, 1938 to the extant ot 

$17, 594,056, u.ldng a total extaoeion ot credit ot t23,U8,152. The blllk'e 

1oen1na lia1 t Wider the pr'OYiziooe ot Section 5200 ot the R«ioed statutea 

1a $9 ,000,000. Tbia exceaei•e extension or credit or tU,U8,152 1e a 

Tiolati on of Section 5200 ot the Rniled statutelo 

Pl'CII the riret e:a:aUoatiOD ot the benlt llade attar ita COI!Teraion 

into the nat!.ooal bloklng 11)'8tea 1n 1927, to the lut uuioation or the 

biDk ada u or April 28, 1938, the boot capital or the biDk wu 1ncreaeed 

approld.utal7 $54,000,000 111d the net eOWid capital ot the bank n e 1ncreued 

approxir.ataq $42,000,000. Dlrinc tblt period the capital structure ot t he 

biDk ... ioCII'IUed to the extent or t49, 391,397, or llbicb t~,ooo,ooo wu 

proTided b7 the eale or CCIIIIOD etoct ot a per roue or '.12, 500,000 at a 

preaiua or t27,500,000J t6,S65,800 b7 Yol1111tar7 cootriblltiODJ and t;2,825,597 

b7 ... lm'Mlleed writ.-up or ~cipel ~. IW1.Dc the- period the 

incrMee ot rMl ~ta aoquin4 ,.._. t~ .. $42,157.~-' the 

n- the date ot _....u. ot tM 'llll.t laW the oaticnal wH'II 

qn. to llae 30, 1938, tile total ot ~ +e ,.. ott ..., awa d•~ 

$82,000,000 *ill the oet operaU., Jftli\ t• tM-~ .. awau4 
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~ ... ,000,000. "'-- ._ 1a tM l'epOrl. ot ....SeUca u <4 

4prU 21, 1938, llbUb- .s.u.....s to u.. boolll: ..a..eca-t to 1te report 

ot eana1ap ad 41'1'i.d....t u ot lQu 30, 1938, •- ed41t1~ loea .. or 

~ 11,000,000, It Sa ...-r-t that the 1oe- ot the bulk 

h&Ye &lODJihd ite 8et apenU.. profit tr.. 1927 to ZlaM 301 1931J, 11111'­

izlc the - pwio4, ,.._wiN Clll loea .. abar&ec! ott h&Ye -teet to 

but~. llbiab Sa leN thaD balt ot the a-nla~oe ot nat1CIIlel baDb 

ill -"• witla ..-en.. Clll theil" ob&rpd ott .... te . 

ftle nport ot ..-tetiGD of October 21, 1927 eb011a $1.00 ot net 

80UD4 oapitel. (t S4,2'7),088) tor eeob $10.76 ol clep»ite (t583,91o6,000) , 

...U.. the report <4 •-'naUGD of 4prU 28, 1938 lb011a $1.00 of nat aouad 

oapitel (196,447,~99) to Mall $14.36 ot dapoeita (tl , 38S, 494,280). The 

UMta oJeadtiec! ill the Ootc!Mr 21, 1927 report ($33,709,000) rapreaented 

s~ ot tha totel .... te ol tha bulk _,1q to ~tel7 ~?O,ooo,ooo, 

'lbUa tha UHta oluaitiec! 1.D the 4prU 28, 1938 ... port ($137, 818,000) rap­

......,~ ~ ot tha tokl uaeta ol the bulk -t1q to aJIIII"'ll'lMtelT 

$l,Sl2,ooo,ooo. Tbe UMta cl.ua1t1ecl 1.D the October 21, 1927 report ... P­

.... .,tect 'j7.7f, ol tha boolll:'a book capltel. ot aJIIII"'ll'lMt.l7 t58,373,000, 

...U.. tha UMta oluaitiec! 1.D tha J.prU 28, 1938 report ... preaantec! ~ 

ol tM b&Dk•a book oepitel. o1 ~tel7 tll2,420,000. 

ftla la Sapoeea upoa the Board ol Director& of a nat1CIIlel bulk 

Uta l'Npau1bWt7 tor the deteN1Dat1CIIl ot the d1apoe1t1on ot tba aandnl• 

ol tha b&Dk. 8oom4 beg'dnl pNOtlce requ1.rea that tha lo•••• or • boolll: ba 

abu&ec! ott ad that 1te Ml'll1DI• ba OOIIHJ'Yec! to JII'Cirlda and 8&l.ntai.D an 

adequate aoomd oapitel. atl'Wit oare. .In adequate oapitel 1e not _,.ppUad bT 

a 1H•noe ld.taa 1ep1 wdn'- oepitel. ~· $1.00 ot o.pital to 

tlO.OO ot depoeite 1e acoapted u a aound ratio. !ba cleteN1Dat1on, or 

-· ot 'lbat -.utat.. an edequata capital 1.D an;r ciYan cua nac .. al.­

tew a and' at1• ot the-~ ot the uaate of tha bulk, •• ..U u 

Da tM oaae ot .,.,..r bulk it 1a tha op1n1ca 

Regraded Unclassified



c""'nc tbe bulk•• \oW. book oaplW. .tn.otun. 

!he npal't <11 __. .. Uoe ~ AprU 28, 19311 pohte 011t \o t.he 

bulk'• 41not«ate ....S --c-t the \IIIWU'J'Ulte4 orecl.lt ateuiOD \o 

Tr........rtce Corporat1011 md it. INbaidiariee aad att'1.UateaJ the bM"t7 

coeomtrati011 iJI r.al aetete, • lara• portion or 'llhiob b not Jli'Operl.T 

carried 011 the boake or tbe bani< or Jli'Operl.T nporte4 iJI pahlbbed nporta 

or conditiOIIJ and the dbeipetioe or tba bmll:'e •a.rniDc• iJI azca..,in 

di-rid.,da. All are -ttera ot -.jor 1.aportence, worth7 ot the tiM and 

effort. or the ..,.g~ oo1161&ed. -.u. the probl- are aarioua, thq 

can be cured b7 the aatebliabMnt aad -atenanca or a oonatructiYe J1I'OCI'U 

Which would, ot nace .. itT, iJiclude tba cOIIaar ... uoa ot the aarniJica or the 

bank and thair applicetion to the ohare• ott ot loea .. and the aettinc up 

or adaquaila r ......... tor other .... t. actrarael.T claaairied. Tbie otrice 

could cooperate with the banlc'e directorate and u.nqdent in worlcing out 

the bank' a probl.. 1r a aatiatactorT procrd ware .. tabliebed ancl car1'1ed 

out. 

Bacawoe or the larea concmtratioa in cndita extended to Trana­

u:erlca Corporatim and ita eubeidiariae ancl affillatea tor a 1Clftc pariocl 

ot tiM, the hM"t7 concantratim 1D ra&l .. tate and 1D a11eta clepeocld 

upoe the llquidatlm ot real aetata t or tbair al.1a1Dat1<lll t'rca the bul<, 

aad because or the abeenc• or tuocl••rtal correct1011 ot the repeatadl7 

oriticia ecl aeeet conditioa or the bank, it ia the opiDiOD or the CoaptroEir 

ot the Currencr that it would be an uneate ancl unsound practice 1D c?Dcluct­

i ng the buainees or TOUr bank tor the Board or Director• to declare aD7 

dirtdend, unlua, in additioo to .. eting all etatutorr conditiou precedent, 

aaaata cla .. tried ... aett-te4 lo .. ea in the laat precadinc nport or -

iJiatiOQ and anT other aaeeta moan to be lou .. , tirat tlball haYe bHa 

Regraded Unclassified



-14-

properl.T pnwidecl tor ~ write-d...., or u.ro..p the eot&blillhlleDt 

end ..Uoeoticn ot adequate reeerr11. 

16 

Pu.reuant to Ule JII'Cirt&1o111 ot S.ction 30 ot tbe BAIIking Act ot 

1933 , the Comptroller or the CUrroocr ber8b7 W&rnl the b&Dk, ito ottieero, 

the eourl or Directors end llel!bero Ulereor, to clilecntinue Ule unoate and 

unoound practice or extending credit in sueb a MMer u to result in 1111 

un• arranted concentration, or ot c!eclarina u;r dhidend llllleoa proper JII'O­

v1ticn f or the criticised aeeet e were tint ude, u d to discontinue Ule 

•1olat1on or Section 5200 ot the ReTiaed Statutea tbroucb extension or 

credit in eaounte in exeeee or the 11aitatioco oat forth in eueb section. 
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TH E WHITE HOUSE 

WASH INGTON 

Poughkeepsie, N. Y. , 
October 2~ , 1938. 

MEMORANDUM FOR SECRETARY YOROENTHAU: 

Since Karch 4th, 1933 , A. P. Oianini 
hus been senoing me · f requent letters and telegrams 
about his banking business and similar matters. He has , 
I ~~ink, also communicated with other people 1n the 
f~ite House and has written frequently to tne Presioent. 

Obviously nei~~er I nor anybody else 
lD this ofr ice has sought to nelp Mr· Qian1n1 1n any 
shape, manner or form. The regular procedure has been 
to ackno•.ledge the commmica tions a no, 1f the contents 
seemed to warrant anything further, to refer such com­
munications to the Secretary of the Treasury or other 
ol'ficials for their information. 

On several occasions I have written 
to Mr. Qlanini quite frankly , informing him that I had 
no juri sdic tion in t he subject mutter oi' his communica­
tion ~<nd th" t I lack eo any knowledge or i nformati on with 
respect tnereto. 

· I am writing this in order that the 
record may be clear in the event thet Yr . Oianini or 
anybody else, for personal or political motives, seeks 
w make it appear that Yr. Gianini has any form of 
"backdoor• or personal influence with this office. 

17 
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October 24, 19~8 

For tho Sec retary: 

The following 1a quoted rrom a letter dated October 2let 

from w. 0 . Wayman, a Director of the Anglo Calirornia National 

Bank: 

n • • • • • A number or mattera have been 
corrected from tbe original report that was 
read to the board of d1rec t ore at the meeting 
early tb1a month, and you may r eet aeeured that 
tbe eub- committee appointed by the director s 
will proceed aa rapidly ae poeaible in meeting 
tho roquoata of your department. 

"lolr . Herbert Fleishhacker baa been in 
~aehington and returned a day or eo ago, and 
h1e resignation as Proa1dent of t ho Bank has 
been asked tor and a meeting of the board has 
been called for Thursday, the 27th, and 1t the 
roeignation i s not before tbe direc t ors at the 
meeting on (Monday\ he will be removed ae Presi­
dent of tho Bank by t ho board or direc t ors . 

"l w1ah to eompl1mllll t, 1n no uncertain 
terms, your bank examiner, llr . Sedlacek, who 
has been extremely patient and, to ~ way or 
thinking, is doing a moat oapablo a nd thorougll 
piece of work, and there ie not a eingle criti­
chm that I can offer in regard t o hia method 
or procedure •• 
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October 25 , 191!8 

JmiOIWIDtlll IH R!: '1'111!: AIIGLO OALI.P'ORIIIA IIATIOJW. 1W11t 
SAil ftWICISOO 1 CALI.P'ORIIU 

At 6o10 p.a . , I tallced to llr. S..uacelc on the teloo­

pbone. Be said that he bad a bad braalt ~ nisht 1D that 

Barbwt Fleiahhackar told Lort18ar Pleiohhackar &lld PaW. Bocmor 

that the last th1Dg 1D the world he would do would be resign or 

perai t biaseU to be kicked out, If be 1a toreed to resign he 

11111 sio that Llortimer and Paul Hoover ban to also . He f'eela 

that he baa eno\l4!h on thea to make 1t pretty- bot for thea. 

Todq Sedlacek said the directors 111 th wb011 he contara 

think that Herbert ~ stick to hie denielon not to resign. It 

depends on how he feels on 'l'buraday. Sadlecelc th1nke he is insane, 

that be tallce one~ when he -..a another, curies on, cries, 

ecolda &lld blusters 8.1'011Dd. Upon 1oolci.Dc up the articles ot the 

ueooi&t1on, lt .... dis~ that t.o-thl.rde or the entire board 

.... t wte to declare the ottice ot the praeident ncent. It ~ 110t 

be pceeible to get a two-thl.rde TOte. Sedlacek eeid tbot he baa tound 

eeTen or eight Tery good men among tbe Board ot Directors and the 

a1tuat1on 11111 be canft8aed before 'l'buredaT• It it ie lllpcsaible to 

get a two-thl.rd' a Tote ot tho -.u, Secuacelc thinks this ottice wat 

a ppo1at a OODaorntor tor the benlc beoauae the •- good direetore 
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will ntaip at once it hrberl' • ntalpat.ion 11 DOt aaked tor at; 

the board •eeti.Da. !hey han set their llinda on that. llerbert 

wet; 10• 

There 1e s011e c!iapoai tion not to Pl:r the aeeoDd halt 

ot the c!i'lidllld recutly deol.al'ed an4 which ia p!ly8ble on December 

n. The board feels that 1 t .... lliep.ll;r declared aDd so can be 

r .. ciDded. It they can get the RJI'C -ey 1D betore Dec•ber n, 

the:r can qu1cl<l;f J'10SciDd their decl&ration &Del redeclare without 

&DT publicity. It not, th..-e rlll be a lood deal ot gossip on tho 

atreat. Sedlacek ia worldDg on tba lottar whl.cll tho Boarci ot 

Directors expects to aeDd aDd require tho latter trOll the C<>~~p­

troller'a Ottice. 

20 

He asked whether a wire to this ottico or to the RFC rro. 

the diroctore aokiDg the question "would. ;rou approwe the purchase ot 

pt'etarrod stock it Herbert nelahhacl<or re:nalned ea proaidentt • would 

br1Dg &DT dat1D1to l'elll7· Sedlacek toda that the good c!ireetora aro 

tr:riDa to do a job eDd are haYing dittioult:r 1D gettiDlJ rid o" Herbert, 

aDd that a atond b;r tbla ol'tico or tho RJI'C would bo treaeDdouelJ' 

helpfUl aDd encourqinc to th•. Ba eald that Herbert 1a tbreetenlnc 

to blow up the bank aDd ..Jc1Dg aatlar throats it &D;rth1Dg happens to 

hla. Herbert ro~ta that no one ln we~ baa said ba 111111t roalgn 

lllld that bo atlli bopea • ab1ncton will aq that be won't ban to. 

Sedlacek svaoated that a clot1D1te etaD4 that llertoert -at reaclp ..W 

probebl:r c.,.. better tl'OII tba Coaptroller' a ott1oe tbaa ..., ...... elM 

ai.oce wo are the- 'llho hue the record ot eritici•i.Da the -...st. 
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Secll.t.celc a1d tllat it 18 repart.ecS in San FNDOiacc that Jeue Joaea 

1a wpposed tc ban tcl4 llerbert tbat he clicln' t care about t11a date 

ot hia r .. iption or tlla date ot tbe •on•:r 10b>g in, aDd tllat 

hol<l1nc up tbe resignation until tbe abareboldara • •eet b>g 1n 

Januer;r would be aatiatactcry to hie, 

Sedlacek said that Herbert tollowe b1a around the hank, 

eeeld.na hie out whereever he 1a workina tc tell hie tbat ba and his 

wile aDd t~ are beb>g deatroJ'I'II aDd it ia all beecnse ot tbe 

Uea that S.U.cek has put intc hie report ot eD.IIiDation. 

I tcld Sedlacek that I would thinlt it OTer over niibt and 

talk tc s:r eeeocietea here in tbe .ornb>g, but tbat ..,- cl1sposit1on 

wsa in dew ot tbe eireuoostanoes tc a eo it it might not be possible 

for this office tc be willing tc take a definite stand tor Herbert's 

U.ecliate reaipation 1n the event tbat tbe clirect question were put 

up tc ua b:r the board c~ttee, I tcld hie that I would call hie 
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Ootobe~ 25, l 9S8 . 

MEMO RAN DIJN 

At 4 :30 P . M. Mr. Taylo~ had a g~oup meet 1n h1s 

office to discuss p~oced=e in connection with the 

Bank of Ace~ica N. T. S . S .A . of San Francisco, Califo~ia. 

Afte~ conside~able discussion it seemed t o be the 

consensus that befo~e going ahead with a lette~ or 

wa~ning the ComptNlle~'s office make a thorough analJsis 

of t he lotte~ of Octobe~ 15 ~ece1ved f~om the directo~a 

of t he bank with a view to aace~taining just what ~e 

the points of di ffer ence be tween the offi ce of the 

Comptroller and the Bank and determining what changes 

1n tho Bank have been made since the Compt~oller 1 a . 

examine tion. 
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Ootober 26, 19&8 

I talked to llr. Sedlacek 1n San Prancuco at 5 al5 P•• • 

He said tbat the Directors• committee ot the Anglo 

Califcrnia Nationa l Bank met late yesterday afternoon and 

that einoe then they have been canvassing the Directors 

and met with considerable succeu on the proposition of 

Herbert 'a 1mmed1.ate resignation, but they do not have a 

two-thirda vote aa yet . 

The c Ollllllittee prepared for Herbert a letter of resig­

nation giving him a 0 baaut 11'ul ou.t•, stating that in view 

of the pending law au1ta and the persecution of an innocent 

man, he ia retiring from the bank 1n the interim. Herbert 

took the letter !_lome last night to eleep on and today he 

hae indicated to some people tbat he found it satisfactory. 

As a matter of fact, he made one or two alight changes in 

it, indicating that the rest of it was satisfactory. Re 

haa been in h1a otfice toda7 seeing no one but clearing out 

a lot of personal papers from h1a deale--another good indica­

tion. He saw h1a attorney, a 11r. KclJierne,., about 12:15 

but no one baa had any indication from him a1noe that time 

aa to what be thinka . 

Regraded Unclassified



- 2 -

Sedlacek says that Uort1mor Fleishhackor has the 

opinion that it 1s satisfactory to Mr. Jones .and to the 

seorotnry to leave him in charge of the bank for two or 

throe years to demonstrate that he can do a good job. 

Director Uumphrioa yesterday suggested that Mortimer be 

elected President until a new management is decided upon 

and attained. Sedlacek wondered how we reel about that . 

Sedlacek understands that Jtr, Jonea submitted the 

names of three persons who might be picked by the RFC as 

President of the benk, with tbe understanding that if none 

of the t2'1ree was acceptable, Mr . Mortimer Fleishbacker 

would submit other names to Mr. Jon as for approval . 

24 

Sedlacek seemed surprised that the RFC had not. included 

a definite ccndit1on that Herbert resign in the tentative 

letter which tbey have drafted to the Secretary of tbe 

Treasury and the conditions or wbicb I road to bi.m over tbe 

phone . I told him that the Secretary of the Treasury , of 

course, was free to stipulate any additional condition.a 

that be wished. 

I told Se4lacek that we here were diapos ad to feel that 

Herbert ought to resign immediately and we were also disposed 

to feel tha t money should not be put into the bank until be 
• 

did. Be a aid that ~He be tbouS)lt there wae no neeeaaity 

Regraded Unclassified



• 

-. -
tor a tele gram from us to that otfeot, it might happen 

that wring the meeting tomorrow, which begins at 

5:30 our time, one of the Directors might want to call 

ua for an oral expression of our views . 

Upm 
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October 27, 19~ 

I talked to Mr . Sedlacek in San Francisco at ~ :45 p .m. 

Ro said that he bad just gone through a half hour of 

hell with Herbert who continues to blame him for all of h ie 

d1fficul ties . 

Sedlacek said that Herbert came down to t he bank today 

• 11 dressed up in his best blue sorgo suit aa 1t he were 

£01ng to hia own funeral . 

Bo said that Herbert had signed hie resignation and 

nnnded it t o Mortimer Fle1shbacker this aft ernoon . It 1e 

expected tha t tho Boe. rd will take action on i t at the 

mooting . ~edlacek has not seen the resignat i on and so does 

not know tho. t it i s immediately effective or not but he will 

call mo later to tell me . 

~oolacok is wo rking on the closing paragraph of tho 

Directors' letter and it 1e poea1blD t hat it will be a p­

!)roved 1n substance at the Director a' meeting this arternoon. 

Sed lacek suggested t he possibility t hat some of the 

representatives of tha bank would como to Washington with 

him. Re expects to arrive here on Tuesday morning. 

Upa 
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October 27, 1958 

I t;Glked to lur. Sedlecok in San Frllncisco at 9 : 20 p . m. 

Ho read me t ho following headlines frqm t he afternoon 

· an Francisco News : 

"rit.;RBERT FLEISHHACKb:R Qt•ITS AliOLO CALIFOR!I IA BANK" 

" BROTI.Il;;R TO SUCCRIID AS PRjjSID.t2<T" 

"Rls:>IO!IATION ACC~?T~ ITrl'H D~PE::>T 
RI>GRl>"l'" 

" O?PICESTO !!E CO!lSOUDATI:lD" 

"T><O LAW SUITS BA!o!PER SERVICS TO BAI.K" 

Sedl a cek rend mo the dispatch wh ich indicated that the 

Directors fully appreciate the unselfish attitude of Herbert 

Fleishhaoke r in resigning after thirty-one years of service 

for tho good of the bank. The dispatch aa1d that the sincere 

be~t w1ahea of all followed him and that be has the highest 

estoe~ of Directors , Officers a nd employees . There was then 

a long acreed about t he t~o law au1ta pending against Herbert 

and the bank and the reasons for h is resignation to save the 

bank embarrass ment , mos t of which were tal<en from Herbert' s 

letter of resignat i on,which Sedlacek also read to me over the 

,>none . The letter closed with the resignati on "forthwit h" of 

Herbert Fle ishhacker a s President. Thia resignat ion was 

accepted by t he 809. rd , 

I .._ • • -
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An executive committee waa appointed by the Board to 

meet weekly. It cona ieta of D1rectore Buck, Kahn and WayJUD. 

They will pass on ·ell loans and renewala over $26, 000. 

A liquidating committee, conaiet ing or Directors Berg, Buck 

and Baas, responsible to the Board alene, was appointed to 

liquidate the indebtedness or Herbert Fleiehhackar and 

o ther Directors and Officers who are indebted to the bank 

and the 1r corporations . 

The Board approved the application tor preferred stock 

heretofore made to the RFC. The report, in the form or a 

letter to the Comptroller of the Currency in reply to his 

letter or critici sm, which had been prepared by a committee 

of three Directors or the bank with wbom Sedlacek worked 

was rea~ for presentation to the tull Bee rd . Mortimer 

Fleiahhaoker, who had had a preview or the letter, attempted 

to drag out the meeting eo long that it would be impossible 

to take it up but about ten or the D1reotors retuaed to go 

until it had been given consideration, and so Sedlacek read 

t he letter after telling t he Direotore that he had worked 

with t he oo!IIDittee of three at their requeet in preparing 

it . He told them that it was just h1a idea and the GOm­

mittee •a idea or What ought to be aaid and that it was being 

turned over to the Directors tor their action and they could 
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change it aa tbe;y aaw t it and oouah 1t in ·~ n;y tbe;y wished 

but the points were the onea to 'lltliob the Coaptroller ot tba 

Curreno;y and the RPC would want anawara. The OCIIIIIlittea ot 

t breo had approved ever;ytbing in the letter. 

llortiDr Fle1sbhacker proteated. •iolentl;y tba things 

tna t were aet tortb in tba letter. lla aaid it waa tull ot 

lias and misrepreaentat iona and tbat tbare were ~ things 

to llhiob be wouldn't agree and be would nenr a1gn such a 

letter. There then enauad a tirade ot abuaa b)" llortiDr 

Fleiahhacker. Ba claima that the $2. e million referred to 

in the letter aa the II & B Fleiahhacker Line which will 

have to be removed trom the bank should be $2. 1 million 

and said be bad an absolute understanding with bo~ Jesse 

Jones and Sam Bus banda tba t it would be $2. 1 million instead 

ot ~2 .& million, tbe;y having agreed to drop out ot the II & B 

about one- halt alllion bonds. Sedlacek said that 1t be bad 

known thh , be would have insisted. on another halt million 

ot preferred stock. Be thought that Mortimer was tr;ying to 

get in touob with Jesae Jones on tba telephone to .contira 

the un1eratanding be olaima on thh and alae to get Mr. Jonea• 

agreement to retaining him aa Praai dant tor a oovple ot JMra 

to aea what ba could do. 
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Llortimer Fleishbaoker sai d he would have to re..-rite 

the letter to the Compt roller and tha t some of the thi ngs 

would have to be eo na ide red f or a month or two before any 

reply was made . Two members of the special executive com­

c ittee seemed to think otherwise and eeemed to agr ee with 

~edlacek that in ~atever letter t hey sent , the points 

criticised in the examination report will have to be 

covered before they can expect to sell any preferred stock 

to t he Government . 

One of the things in the letter t o which Mortimer 

took violent exception was that certain ot her resignations 

would have to be offered. 1Jort1mer, in speaking t o thia 

point, sa i d Mr. Tilden "who has given h is life to the bank 

and llho perhaps now i sn't doing very much work but has 

heretofore" should not be removed. Mortimer did not know 

tnat J edlacek had been sent a copy of a letter which Tilden 

( referred to by Sedlacek aa one of the blaclanaillng Vi oe 

~residents) had today sent to Mo rtimer. In this letter from 

Ti lden to Mortimer reference was made to t he" indebtedness 

of Tilden to the bank and it was explained tha t h ie financial 

difficulties were attribut able to J:ort imer and t hat 1t it 

were not for hie partnership with Mortimer in these deala , 

he would not be financially entangled as be is. He said 
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tho only s olution tor hia t1nano1al d1tt1oult1ea ia tor 

liortimllr to buy rut hia holdillge in tho Pleishheoker oom­

pnnies. He l 1ated the eecur1t1ea wnich he want ed Mortimer 

to buy . The letter wae tull or insinuations tbat llort1mer 

hadn 't followed Tilden's good advise and that Tilden had 

boon embroiled deeper and deeper beoauae ot Ple1ehbaoker 

ope rst i ons • 

Follo•ting my conversation with J edlacek, I called 

~am Huabanda at hie home to acquaint h1m with the situa­

t ion, and Sam t old me that Mortimer 1a "crazy a s a bat" 

Wh en he says thot he agreed to a ~2 . 1 million 11 & H 

Fl e1shhacker line. The figure that he arrived at and tbe 

f i gure wo1cb he baa continued to 1ns1at upon i s ~2 .588 

milli on. 

sam told me that Mr . Tuttle or tbe Standa rd Oil 

Comoa~ will be here tor a conference with Jtr. J ones on 

~onday. I aaked Sam bow they were getting along with 

the choice ot a President tor the bank and he said thet 

t hey hadn •t made a~ arrangements . I aak..:l him 1t aome 

names hodn •t been .uggeated to Mortimer and he said there 

had been unotticit.l talk or three men. One i .s lladlan4, 

Regraded Unclassified



- e -

f ormer Chief Examiner tor the Comptroller in San Pranc1aoo 

and now a Vice President ot the Pirat Seattle National Bank 

in seattle; another ia Wi lli am Prentiaa, Chiet National 

Bank Examiner in the Twelfth D1etriot ; and the third 1e 

Judge lloCarthy, a former meaber ot the RPC Board. 

Upm 
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Dear Marriner: 

I have your letter of October 27 and the accompanyLns 

memorandum, with respect to proceedings under Section 30 

of t he Banking Act of 1933 as contrasted with possibl e 

alternative proced~e . I note that you felt it would be a 

croat mistake for a certificate to be filed under Section 

30 by tbe Comptroller or the Currency (who, rather than the 

Secretary of t he Treasury would take auch action) , I 

assume that you are making your views known to him also. 

Tho memorandum prepared by some of your legal and 

operating staff s uggests four possible alternative pro­

coduroe : revocation of license; appointment of conservator; 

i nstitut ion of suit to forfeit the bank's charter; and the 

normal exorcise of supervisory powers. 

The first two or these alternatives are suggested "if 

the situation is so critical as to require ilm!ediate 

action• . ~ay I have the benefit of your views as to 

whether it is? It is stated 1n the memorandum that either 

of these alternatives would be "effective" wi thout delay. 

I wonder if they would be "effective• in t he way we wish -

effective in securing the operation of a bank in accord­

ance with safe and ·aound banking principles. I do not 

conclude that you are recommend1n8 to me or to the 

Comptroller of the ·Currency ei ther or tbeaa a lternat ivea . 

8? 
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Tbo third alternative - tho ins t itution of suit to 

forfeit t ho bank's charter - is admitted in your memorandum 

to bo not o measure of prompt relief . You might hove added 

that such a ction would make necessary immediately the 

appointment or a conservator or very shortly thereafter the 

appoi ntment of a receiver. It does not appear to be at 

any time a very practicable alternative . I do not believe 

your memorandum seriously advances i t ao such. 

Tbose three very drastic actions have .110t appeared 

to me and my associates in the Treasury, particularly the 

staff of the Comptroller's office, to be either necessary 

or desirable in t he case of the institution which is the 

subject of your l etter and memorandum. 

~10 Comptroller of the Currency is t hus left, it seems 

to me, with but one practi cal &ltornative - a cert.ificate 

under Section 30 - when what yOu r efer to as "the nonnal 

exercise of supervisory powers• f&ils to get needed 

corrections in a l>anJrtng institution. We appreciate h<!re 

that much can be done by "the normal exercise of supervisory 

powers" and the Comptroller of the Currency assures me that 

he contemplates a vigorous exercise of those powers 1n the 

oaoe under discussion. In that I am confident he will have 

t ho cooper&tion or the Federal Deposit Insurance Corporation 

and the federal reserve bank. That process, too, take• 

time; but we believe r eeults can be more quickly obtained 

by concurrent action UDder Section ~. 
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Tbia oaee wae carerully re?iewed before action in the 

nature ot a warning under Section ~0 wae takan. The 

d1tt1oulties and dangera and delaye which are referred to 

in your letter and memorandum were broua,ll t out in our con­

terence e . It was our considered view that nothing could be 

more dangerous than a continuation ot the situation which 

now exiets and has existed tor some time. "Serious con­

sideration• hae been "given to the possibility ot effecting 

correction by other means•, We have every desire not to 

"kill or permanently injure the patient"; but we also wish 

to prevent t he pati ent trom either committing suicide or 

spreading a.n epidemic . 

From my own knowledge and obeerva tion of facts in thi s 

case, I am completely convinced that there has been 

"continued unoafe and unsound praotioea• , It seems to me 

the memoranctum submitted by you exaggerate• the d1tficultiea 

ot proof, the procedural delays, and the possible collateral 

111 effects. The statute reade very simply that if after 

granting a •reasonabl e opportunity to be heard" the Board 

or Governors finds a continuation of violation of law or 

of unsafe and unsound banking practices, it may order 

removal from office. Surely such a finding would be an 

effective aid to the "normal exerciee of eupervisory 

powere• by the Comptroller. 

89 
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Log1alat1on propoaod b)' the President laat Spring 

looking toward correction ot aome or the avila attendant 

pon this ei tuation waa opposed aa "deflationary" . You 

rognrd the method provided by the Congreaa "a great 

mistake" . I wonder it the time baan•t como tor a little 

firm courage ! - llay I aay finally that I do not tear honeat publicity 

which m07 come with this proceadi,na. I wou1d favor a 

public hoarins , it possible under the law, aa I believe 

it to be . 

Sincerely youra, 

Secretary ot the Treasury. 
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or \bb Molt t.o u 11 ~or,, • .,.., 117 t.-o CIA~ t.-o - _,rollJac 1"'-=U .,....u _.._. '-Ill ...S uoreloe 
a daiaa\l.ac una- 1a \Ao \errl'-7 111 ...U. \Ao ..., 
opore\Me 

!a " - 1\, \bo tollooo1ai U"l Ute eliiot ~ 
ooaooo ol t.-o boakJ 

lo !.qe ...U.. of rM1 .U\0 (O.JIPI 1•\ol,r ... eUUe) 
IIOCIUr.l t.lonoiP tooool-no 'l'blo 11 11 Pll-' ot 
\bo lift _.. oapl\al ol t.-o loaalt. 

t. S.U 1M\ .-1 ellpi\ol 1.a r llo\1111 \o U.o -~­
'NJ.o&o of \Ao ...-. ot \Ito Molt. (.& d•11•e et '·' 
P• 11a .... 1w .. .-et...-...U~IM 
._. '-1--. aa. a r=e •lt• s ., • .,, u ..-
...a tw \Ito 1•1 lleella ot tM --"7 01 a 
~) !h1o loe O&pl\al Mt 1a 1\Mlto - el '• 

.-ftU•1 lloa\ lt.o I.No ll.plll- Ueo 111 
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~ica d\b \be lac~ t.ha~ AD .._..,\ ..,,.. ~baD t wice a.a 
croa\ •• \be capital 1a i DY .. t.ecl 1D llall&l'doua aud 
rued ... na. 

Bo 0,.011Dd reat.J.OD& dl.b affiliate& &Jid Ot.b&r Corpora­
tiODI ccatrolled b7 t.bo eaae in\aroe\a. t bil 1Dc:Wdeo 
1101 of t.be b&lllt' e 1'\w<la Lc u poA<I bank iDe act.J.Yiti .. 
1D ot.bw awt.... ObU,aUocoa or T..........,erice Corpon­
t.J.OD &lid ita attillat.ea are bold 1D ... lllecall.7 l.ars• -\. 

•• tho u pmeiou o r ~YiUoa (pert.!CIIl&r!¥ o;>eo!Dc ot 
Dew ot!icea) t.o a deveo cich 1a DOL J ut.Uiecl b7 
t.be uao\ onJ capital ooc>ditioco o r Ulo book. Sl.aeo 
li~t, t.b e b&Dk bu eddecl UO DoW bnllchoa wit.booat. adcl­
l.Qi LO ce;>Ual. 

6, Pa)'11Clt. ot aaiJ&rnDt.ed dhid~a. Po7111cnLo are aow 
at. Ule rata of li, f porcOollL of Ulo per C&!'it.al. Ap­
perlll\17 1D .... raJ. reoont. 1~• d1Y1dando hno boc 
rr .. t.or Ul&D pro!Ua •• -aurecl b7 reaaoa&blo a.,_,t.­
lfti ot.aodorda, 

6. Tbe book app•ara Lc bo opo,..Lecl pr.la&ri}J' wiLd an eyo 
t.o t.bo effect. Oil •rkot. qllot.at.lono or lt.• ot.oc• li.Dd Ldo 
tt.ock o! Tf.c.naa.erlca. CoJ•poNt.ioa . Tbe &U16,.&Pent. coo­
aiaho~!¥ refuses to • ke cnara e-otro OD Ueu llhlch 
•- Lc ba.,. but. a uall Cll&nca of .--llsat.J.oo. .lp­
pereot.lr t.'lo b&t~.< b..a tolled propu}J' ~o de,reclat.e 
Ua b&Dit pr..taea, Uld t.baoo auota ara aoo carried 011 

t.llo book& a t too big~> • ti(uro, Tllo po>bllc: , .... Lc 
be eoa~Jmaall3 ai,ll~ eoneenai.Qi \.be protU.• o! the 
b&Dit. 

r o ap,rec:ia~o ""rJ .. cb be1Dc kapt. 1D!oraod coo­
corolG& lobo cood!UOD or t.bia benlc . H lo cort.s1D}J' or t.bo. ut.­
aoa\ t.port.&Deo that. t.a o b&lllt ouall not. cantllluo ~no vlol ot loaa 
ot l aw oDd t.bo UG&&!o and 11111011Dd pracUcoa '"'lob b..,,. enanct.or­
laecl ito aot.i'fit.i .. 1D t.ba put.. It at. UJ:t U ao wr orgaaiaa­
Uoa cu ba or UJ1 halp ill Lillo co.onaoUoa, do not. boalt.ote ~o 
eoll upoco ..... t he t•et t.bat oupon11K>J7 aut.borltioa ban 1D t.be 
paat. parait.t.ecl t.bla b&Dit tl.a;tr&DU7 t.o Ylol a to t.be law and \o 
operat.a ill a.o .....ta a.od waaollud aDDer ultaa it. aU t.be .., .. lJO­
;>ort."'t. t.hot. .. ch ,...ot.i- &ball DOt be porait. tad ill \be rutw-a. 

1.00 
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h r 1 v• • --~ • -'- Cia\ t-edla\e 11\epe 

ue t.U• ~o ..-.4J U.. ••dU*-1 U w1ll loe •-""'7 w 
_ _. .. ...., ~u..-s.a-.n zcbec•'IIC­
~ w - ..._ a"a;led 1a U.. pan, I II&H ao ..._ 1.ba\ 

Uoe aaalaertl wUlloe abla \o Mite a - aon ..UCb\-.. 
uaqeu or the a1-\1oll ea• \II~ Dow t.bat \lie ••IIIU.ac­
otrio. u •-'"'7 S.\-.1 aed \ll&t- \lH oW be ...S. 
ot Ute ..-1\eo U 1a .. -vl\uJ.ia$ Uuo\.., I'M]. n•e•­
U... ot ,....,_1ea CorporaU•, eaur-1& l.aade, - c.pi­

\&1 c ; .. " " - "- ...sa. u app....., "" - t.bat ....., 
···•'•U_. an ..... _,. 1a ol"Cler t.o c•t. a o.plA• pe.ap ot 
uae Jli'Obl• 1AYol'N4. U n .,.. llalp 11r7 loaetJIC per~ ar 
1a ~ ot.bcr _,, M oW loe IPl1 \<lo MPPT t o do ao, 

' 
We II&H uclcr oer ....,....no1• • ralat!Yaq -u 

but coe\roll"' 11r7 u.. - w....w - \lle C..tl'*l .het, 
Odlaal, Callt-.1& - a t1Q .nu.., orpa.1s&U... n. ..,_.. 
tioll or \loU - b ao ele•l7 l.1alled dt.b \loa IMir. ot ~ ... 
lia\1.-al. ~~ U>d S.•lJIC• -!.aU• \ba~ tba l'dlabUHatioll 
ot tile r ..... - iAeYUMq ,....ee~~ llaa6 1D bud wlt.b I.Aat or 
tile lo\\.,., lD \Ilia .... peat, u 1a otllert10 " oilb to eol­
labare te elOHq o1U> .,.ur omoe. 

' m anble Praft• Dal.uo 
oa.,u.u. ot \M ~ 
"--7';, , 
.......... D. c. 
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TELEG .. A~H O PP'ICI 

) 

~IW r N TWI PAID ) ) 

WUX LDIANGIU,&a CALIF 122~ ocll~ 

MON H(NI\Y IIORQENTMA41 ola 

~ ) 
I CONQ I\ATULATE YOU ON FORCING TNE IIIUE WNI CN LED TO THE RJII QNATION 

OF HERIERT FLEIINHACKER MADC PueLIC YEITIRDAY WHILE YOU ARE OOINQ ) 

THIS IELAT CO "DUIICLEANINQ I WONDER WHY l ONE OTHIR OrriCERI WHO 

WERE PAI\TI CIPANTI I N TNE lANE PI\ACTICII WHI CH LED TO Mil RETIREMENT 

SMOULO REMAIN I HOPE HOWEVER THAT THE INSTITUTI ON ITIILF DION1T 

HAY( TO UHOEI\QO IUCH UNPRECIDIHTED TRIATNENT AI WAI RECENTLY ACCORDED 

A CERT AIN OTHER INSTITUTION 

- • 

--------- . 

• 

) 

) 

Regraded Unclassified



Regraded Unclassified



0 
F'EDDIAL DD'OSIT IHSUIWIC:E ~liON 

WASH INGTON 

October 

Dear ::r. Delano; 

29tb 
19~ 

We b~ve stud!ed •ltb cono1derablft care tbe 
report of exaaln.otion of tile Bank of .Uerl~, lltltional Trust. 
Md Sav1Uis Asaoclation as of .lpr11 28, 19~, -hlcb W3S sup­
pll..J b7 your oftlee. Colo,>arlson of thla 6X4lll.inat1on rdport 
• ltb those o~ earlier 7ears baa enableJ ua to gain a .Jenar:ti 
estl•ste of tbe condition of thla C&llfornb bank. We nob 
to tL~e tn1s opportunit7 to state our roaction to the pro­
blo:o present ed . 

We have mor·o r~o.son t.o be interes~ed in the 
con.lltion of the Bank of !merle>, National Truot rmd Savinss 
A .. oelatlon than in that of an,y otnor bwll< in the country. 
Th1• a ln.Jle banlc bas more tilo.n teoo,ooo,ooo of insured de­
pudits (tot~t depo•lts in t he bonk ruoount to n~~roxlmately 
$l,S50,000,000), nearly three tlaea the uo.u>t of inauroJ 
deposita in an,y other bank Wld a half lar.;or than the total 
asaet4 of thl a Corporation. Tho importruneo of tbe condition 
of tbia bank to us is fUrther increaseJ b7 tbe fact tbot tbe 
•~• contr,lllng interests oper~t• o~er banks anj ~ercise 
a doainatins inrtuence in tbe territory in Wh ich the bank 
O{Wtr4tes. 

.ls we see it , tbe follodll,i a.re ~he chief weok­
nessos or the bankz 

1. L&ro:• volume of real estate (approxlaat.ely $49 lllillion) 
e cqulred t.llrot~&h forecloAure . Tni& is 51 percent of 
toe net sounJ capital of toe b3ok. 

2. SUJ.l Dot sounj capitd in relAtion to t be estil>eted 
't'al.ue of the aaaeta or tho bonk. (A decline of 6 .4 
percent in eatLoated value of aaaota would render the 
bank insolvent. Tbh c011paroa with poaaibl7 11 per­
cent tor the c""""erci<ll bo.oka of the country aa a 
whole. ) This low capitftl 1a, ll> itael.t, an al&r:llin.J 
cooJJ.tion, but ita true .s111n1ficance lies in connec-

:104 
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Uca witb Uae t- Uaat u ~ _.. UaM tlllee u 
cr•t u Uae oaplt.al 1a u. .. ted Sa he"l'4oou ... 
t1:&ed ...... 

So UniOIIDII relatioaa wit.b att111atu &1111 oth• OOIJIOil .. 
Uooa coatrolled b7 Uae - illtU'ml. Thil tnolnd• 

I&M of Uae bulk1 1 l\mda to ezpud benkl'll -h1U• 
ill otbU' ltahl. Oblieation1 of fr&UM..-101 c:orpora,. 
tion &1111 U• attiliat ...... held Sa u 111~ J.us• 
aaow>t. 

•. the expuaion or act.bitleo (particular:!¥ opaniO'II of 
new otficee) to a doer .. micb 1o not jultltied bJ 
the ueet anJ oapit.al oooditloc or Uae bank. Since 
1952, the bulk bu edded 150 new breoehea orlt.bout edd-
1ng t.o eapit.al. 

6. Pa,..ont. of un........,t.ed dbidenda. P~a are -
at the rete of 111. 2 parcent. of Uae par oepit.al. &p­
pareatl,y Sa aenral reoeat Jl&l'l dbidanda ban baeD 
greater Ulan protlta u aeallll'ed b7 riiiOil&ble accOW>t-
1ng at.andarda. 

6 . the bank app11r1 t.o be operated pr1Mr11J wit:> an ll)'e 
to the effect on u.rlcat. quct.ationo of ita ltoek &1111 the 
ltoclc of tranaueriea Corpontion. tbe eanac~ coa­
siat. .. tlJ retllaea to aka cbar&l-4ffa on u .. 'Ohlch 

··- t.o ban but • -u cbance or ree.l.batioa. .l.p­
pareot.l,y t.be banlc bas tailed proparlJ to depreciate 
ite bulk prealeeo, &1111 t.bese &URI .... DOl earried 00 

the bookl at too hish a filun· Tbe publlc •- to 
be coatl.nuallJ llieled concerain,J t.be profita of t.be 
bulk. 

We appreciate Ter,r .ucb heine kept lato~ coa­
cei'G1ng t.be OODditioc or t.bia bulk. It. ia certainlJ of t.be ut­
IIOit 111port.ance that Uae bulk llhall net. coati.nlle t.be dol&Uoaa 
ot lae &1111 t.be ..-fa &1111 ,.._.,. precticee llb1ch ban cbaract-­
laed lte -ldt.i• Sa tba pa1t.. U at U1!f tiM OW' orpnlslo­
Uon .., be ot U1!l help Sa t11.1a _....t.i..,, do net. h..tt.at.e to 
call QpaD u. The t- t.bat. ~aor.r aut.borlt.lee baTe 1n t.be 
paat. pwllit.t.ed t11.1a bulk n..cr-t.l.Y to d olate t.be law &1111 to 
opU'Ite ill u -re ... _,., ...,..,r Mit• U all Uae _.. 1.­
~ t.Aat ..... praoUo• llbal.l. nct. be pwllitt.ed 1n Uae ,.,._..,. 
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We rec~gnize that no ~tter what 1 .. ediate atepa 
aro taken to re~ed¥ the conditione , it will be nec••a&r7 to 
oxllraina and ana:cyze the bank in a 11ore tbor ough-e:oing IIBJlDer 
than bus ever been atte:apted in tbo past. I bne no doubt that 
tbo exlll&iners will be able to aalte o. m~cb 110ro enlie;htenl.D& 
nnolysb of the sUuatioo when tbey know that the \1aahington 
oftioo 1o ganuioe:cy interested and tbat ao01e uae orlll be ude 
of tno reaults. It is 11;1 underat~nding that no renl exaaina­
t. lone of Tr.a.uatlllerica Corporation, C&l..lfom.1• Lands, and Capi­
tal Coool"'n,y have ev .. r beoo Dado. It a ppear• to Ge that sucb 
~tioos are necessar.r in order to ~et a coaplete graep of 
the proble• involved. It we can help 1>7 lO&Ding personnel or 
in an,y ol.<ler • ..,. , we will be on:cy too h&PPT to do ao. 

Tie bave W><ler OIU' superviaion " r elatival;r su.ll 
bank controll>d b7 tb.e sruae iutereata - the Central Bank, 
OW<\:u> 1, California - a $50 alllion Ol'II&Dbation . The opera­
tion ol' this b8.nk ia so closo:cy linl<eJ with tho Bank of Aaerica, 
Nation&l Truat and Savings Aaaociatioo toat the reho.billtstion 
Of t.he former IIIUilt inevitabl3 proceed hMd in b&DJ witb that or 
tno l4t~or. In thi s respect, aa iD others, we wish to col­
lobora te cloaely w1 th f0\11' oft' ice. 

Honorable Preatoo Delano 
ComptroUer or tbe CUrron07 
Treoaury Departaeot 
11ash1ngtoo, D. c. 
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ru, BAliK OF IJI.ERICA October 31, 1938. 
12: 10 p.m. 

Present: 

Oliphant : 

H.li . Jr: 

Oliphant: 

iir. Banes 
llr. Taylor 
!.lr. Oliphant 
Urs Klotz 

The other thing I had here was thls letter to Kr. 
Eccles . I t a lked t o Opham a l ittle bit on it t his 
morning, on the telephone . I think we ' re agreed as 
to the answer . Shall I r ead l t t o you? 

Please . 

"Dear Marriner: 

"I have your letter of October 27 relating to pr ocedure 
~.nder Section 3i>, and t he meaoraDCium accompanying it. 
Will you indulge the mild surpri se which your letter 
gave me , since toe matter had been uDder discussion 
with Kr . Ransom, r epresenting your Board, f or some 
weeks , on the basis tha t the procedure under Secti on 
3J was available . 

"Her e , as elsewhere in similar admini s tra tive matters, 
I om confident t hat where thero is a will there is a 
way . We have been over the matter in the Treasury and 
it is our responsibility up to the time of t.he flling 
of the certLficat e . All of that , we are prepared t o 
nnndle Kith reasonable promptness and f a irness to all 
concerned . Beyond that, 1 sugges t an e xcbange of 
letters between the ~omptroller of the Currency nnd 
the Federal Reserve Board agreeing upon a wholly fair 
and expeaitious procedure for a l l cases of this sort. 

"This is the t ool wnich Congress has given us to work 
with and it is for us t o adapt i t t o the use intended. 
'I here should be no great ditficul ty ln Gorki ng out a 
mutually s a t isfactory pr ocedure that will operate as 
expeditiously as is reasonably to be expected in 
handling such matters and will amply safeguard the 
interests of the Government as well ss those of bank 
depositors and stockholders . 

"l bave asked II¥ Oenerol Counsel to bold himself in 
readiness to discuss t his matter wi th your t echnical 
people a t t heir earliest convenience. • 

Now, for the benefit ot us ber e, what did Eccles• ae.or -
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Oliphant: 

H . ~ .Jr: 

Oliphant: 

H. II . Jr : 

Oliph,.nt: 

I! . :I . Jr: 

H. iol .Jr: 

Ol!phunt: 

H.ll. Jr: 

Taylor: 

H.I.I .Jr: 

Tayl or : 

I!. M.Jr: 

Taylor: 

1.08 

-2-

ondum to me say, boiling it down? 

Well , it just r aised every conceivable obJection, 
oll sorts of technical ob jections - bow the procedure 
was slow and all tha t sort of thing. 

Does it say it' s illegal? 

No. 

It does . .not . 

Now, have you shown this answer t o Preston Delano? 

No, be•s sick t oday, Henry, can't come in. Doctor 
tol a him to stay in bed ell day. I di scussed it with 
Upnam. Upha m hbd given ae o draft, w icb he may have 
shown to you. 

1 1 m going t o wait until Pr es t on Delano -
to send this - I want him to initial it. 
you s end it out t o his house . 

All right . 

Wh~t? 

I don't want 
I sugges t 

1<11 r ight , if you think so. The doc t or had 111m stay 
in bed. I thought I wouldn't bother him. 

dell, let it wait e dey . In the meantime, let Hanes 
re~d it. Have you {leylor) seen it? 

Yes . I don't like it. I t hink it's unnecessary . 

11hich i s unnecessory;? 

The approach. I mean the •mild surpri se" a nd "where 
there ' s a will there' s a way• and all tha t stuff. I 
thi nk you•re Just westing your t i me with it. 

With him? 

Yes. And I don't get the impression that his letter 
is writ ten with anything more in mind than showing how 
cumbersome the procedure i s ond saying, •well, we don ' t 
tbink this is very good und we don't want t o do it.• 
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J ,..t . Jr: 

d . ~ . Jr : 

':'Lylor: 

:i . :.l . Jr: 

JliphLiit: 

1.09 

-3-

But I think it ' s a mistvke to do the "mild surprise" 
a nd "if there ' s a 1vill tnere•s a way" business . I 
mean it's Just yutting unnecessary chips on shoulders 
tha t don ' t he ve t o be there . 

'llell, you c«n r ead it, a nd I'd like you (Ha nes) to 
retu i t, a nd I w~nt Preston Oelnno t o s ee it . I ' d 
lt.<e to ge t it out of my shop by Wed nesday morning, 
"n" WLY or the o ther; l et ' wectne3d~oy morning be the 
uet ultne . 

•·tll , I'l l :nr ke up ~< f ol oer f or fumes . 

hod n& ve you {1ayl or ) seen i t? 

~c~ lt S~turaey bft erno.,n . 

·•ell, t:.i.V<: ;me to Taylor t oo . nna either of you or 
botn of ~uu make suggestions or co~ents. 

110" l 111 give them b oth Uphum•s dr a ft, which Upham 
th inks this morning shouldn ' t so . But I ' l l give it 
to them . 

Oive them bo th, a nd I ' ll be gl< u to accept suggestions 
from bo th, say , 1J : l 5 Wednesday morning . t.lrs . Klo t z, 
we' ll clea r i t 10 :15, and have Upham ~ond Delano here 
lf they 're well. 
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»onaber 2, 19M 

P'OR filE IJIORftARY: 

On Ko•eaber 29, 19~~ . franeaaerioa Corp. applied tor 

a permit trom the Soard ot Gonrnore ot the Federal Reeer.e 8Jetea 

allowi ng it to •ote t he etook which it holde in banka under ita 

control. The law 1n t his inetanoe detinea 1oontrol• to mean 

ovnerahip ot 80~ or more ot t he outstandi ng stook. Ae applied 

t o franumerioa at th1a t ime, t hia definition means that a· pel'llit 

ie neoeeaary tor it to • ote ita atook in the Oregon and Ne•ada 

banke. The pel'llit 1e no longer neoeuary tor t he Bank ot America 

N. f . & 8. A. etook. 

The secti on or the Banki ng Act or 19~ requiring bank 

holding companies to obtain •ot1ng perm1ta also requires the 

holding companies 1 within tive 7eara atter t he tiling• ot their 

applioation tor a permit to di•eat themael•ea ot any interest in 

any aeouritiee oompanJ. Appl ied to Traneamerioa, thia requirement 

meane t hat it muet either (l) oea~e to be a bank holding company· 

by dietributing ita atook in the Oregon and Nevada banks or 

(2) diveat iteelt ot i ts interes t i n ite eeouritiea ooapaaiea, 

Banouerioa Blair Corp. and Bank.aaerioa Oo. I t ovna 19~ ot the 

etook ot the tormer and 100~ ot the etoot ot the latter. 

It any bank holding company do81 not oomplJ with 

theae requirements, the Board ot Go•ernore 1may, 1n ita dieoretion• 

revoke t he • oting permit or the oo•panJ. 

Reporta trom the Weat Coaet are that franaaaerioa 11 

•••king t o di•aat iteelt ot the eeouritiea oompaniee beoauae the 

• 
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number ot eh&ree ot atook it holde in the Oregon and NeYada bank• 

11 too emall to permit eae;y dUtribut1on ot the~e etooke to the 

Trane~erioa etookholdere -- ae wae done with a part ot the Bank 

ot America etooke. 

Upham knows about th1e situation, but he baa not ;yet 

had a ohanoe to aak the Board about 1t. 

ESD 
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RE. BHIIC OF ,J.I E.R ICA November 2, 1938. 
10:20 a .e . 

Pr esent: 

.1 . • J r: 

u,Jht..J : 

vllpru.n t : 

U;Jham: 

Oliphant: 

H. :.: . J,. : 

il .. Jr : 

()UpbLnt: 

B.J . Jr : 

!! r. Bones 
.Jr . 0 liphant 
!.!r . Uphrun 
Mr. Foley 
!Jr. Duffield 

\·ell , what do I t~ rite? 

Gave i t t o you (Oliphant) to answer . 

(Hanas Secr e t ary draft or r eply) 

This is t he latest s ugges t ion. 

"Dearest Uarriner ••• • 

Ob jection. 

Ob jection overruled . 

" I have your le t ter of Octobo>r 27 reloting to 
procedure under Section 30 and the memorandum 
occompnnying it, which I have exomlned and r e­
ferred to the Comptroller of the Currency. 
Sincerely yours .. . .• • 

Thb t 1 s the l a test suggestion, 

(Hands ~nother letter t o Secr e t ary) 

'>hat's from the l:omptr oller . 

Tlu, t I s 111lh t? 

Thht wo uld be from tne Cogptroller . 

J h , fro:n the Comptroller . J,.r e we writing 

•. 

"The Secreta ry of the Treasury h&s referred to me 
your let ter of October 27 r elating to procedure 
under Section 30 und the memor andum accompa nying 
it . The matter hnu been under discussion •Ni th ~lr. 
Ra nsom, r epresenting your Board, for some weeks on 
the basis tha t the pr ocedure under Section 30 was 
avuil~ble . ~oreover, I see no insuperable diffi­
culty of our continuing to go forwbrd on this b~sis. 
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•The procedure under Section JO is the r esponsibility 
of this office up t o the time of the fil ing of the 
certificate with your Boer d . All of thet, we are 
prep& red t o handle wl th r eusoMble pr omptness nnd 
.~ith f a irness t o a ll concerned . Beyond tha t , I 
s uggest an exchange of lette r s be t ween tllis office 
~ond your Boar d ag r eeill£ upon u wholly f a ir and 
expeoitious procedure f or ~11 ccses of t his sort. 
1nis is the t ool which Congress h6s give n us to 
work •lth and it is for us to fdE ?t it to the use 
lntenoed . n 

woJldn1 t you substitute the ~ord "device• for 
"tool"? 

Yes . • ny ~ord you Whnt there . 

I don ' t like the ~ord • t ool . • 

Implement - pr ocedure . 

neythll1{: r a t her thun H t001. 11 

"There should be no g reL t difficul ty in •'lo rking out 
u mutu••lly s a tisfac tory procedurf, t ht· t will oper a t e 
~s expedi tiousl y as is r eusonobly to be expected in 
nunullng such motter s and IVill amply s.fegus rd the 
interest s of the Government , as nell fiS those of 
b6nk depositors and s tockholders . 

"I 'c advised by the General ~ounsel of the Treesury 
uepb rt!llent tna t 11e holds himself in re~<diness to 
u1scuss tnls 112a tter ~ith your technical people at 
their earliest convenience .• 

~.ell, it ' s a ll r ight as f or t.s I 111l concerned , but 
t ru.t • s up t o the Comptroller of the Currency, to do 
with as he wa nts . 

Anybody see any ob j ection to my writing Uar r iner t his 
Wby? 

I think tha t • s the thing t o do . 

Tha t was a good :1d ea of yours , Ed . 

It 11asn1 t mine . 

Snflving soap i dea·. 
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"The procedure under Section )0 is the responsibility 
of this office up t o the time of the filing of the 
certificate with your Board. All of that, we are 
prepared to handle with ree.so!lllble promptness and 
with f airness t o all concerned. Beyond t hat , I 
suggest an exchange of letters between this office 
and your Board agreeing upon a wholly fair and 
expeditious procedure for all cases of this sort. 
This is the tool which Congress has given us to 
work with and it is for us to adap t it to the use 
intended . • 

~ouldn 1 t you substitute the word "device• for 
•tool•? 

Yes. Any word you want there. 

I don't like the word •tool.• 

Implement - procedure. 

Anything rather than •tool.• 

"Ther e should be no grea t difficulty in working out 
a mutually satisfactory procedure that will operate 
as expeditiously as is reasonably to be expected in 
handling such matters and will amply sfeguard the 
interests of the Government, as well as those of 
bank depositors and stockholders . 

•I am advised by the General Counsel of the Treasury 
Department that he holds himself in readiness to 
discuss this matter witb your technical people at 
their earliest convenience.• 

\\'ell, it's a~l right as f a r as I'm concerned, but 
that•s up to the Comptroller of the Currency, to do 
with as be wants. 

Anybody see any objection to ~ writing Marriner this 
way? 

I t bink tba t 1 s the thing to do. 

That was a good ldea of yours, Ed. 

It wasn't aine. 

Sbu·ing soap idea . 
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I think that's all r ight . (Signs letter ) I think 
t ha t's al l right. 

Now, Mr . Upham, do you mind if I t ell these people 
the suggestion I made this morning, or would you 
r a ther .vait on tha t? 

I don ' t mind it . 

In confidence - of course, all t nls is in confidence -
I made the s uggestion t o the Comptroller' s office this 
oornlng tha t for the VbCiincy of Second or Thir d 
Deputy- what is it?- •.• 

nell, r eelly J.hird, but t hey 8 ran• t OU:llbered • 

• • • tney E ppo!nt one llr . Currie, c r.d let him build 
Uj) "" <-Conomic staff t here . 

Tha t the ~'ederli l Reserve Currie? 

I don't thin£ that there i s any question tha t a s f ar 
es abil ity goes, I suppose, he is nmong bank economis 
ne •s about the best man o Vbil eble . Plus the f ac t tha t, 
on the highest authority, he h~ppens to be very much a 
believer th<. t &11 t his authority should be with t he 
Go vernment and lie ' s ~tuite 111 over the f ac t th~;t he is 
in a n e t mospher e •.vner e tney w ><nt to t ake things away 
f rom tne Government tnc givo it to t he Fed . 

Jo I - I t hink t na t tne Comptrolle~ • s office ought to 
have & good economic staff, and I'm jus t sugges ting 
tna t Currie bead it up . I mean it ' s just purely s 
suggestion. I only s po.te t o Uph• m til is morning . Be­
sides everything else, it nrpp~ns to be daon s~rt 
}Ol1tics in the sense of- not party politics, but 
• politic 0 n 

Genera lly . 

Thn t• s right. Wouldn't it be smart? 

Yes , s i r . 

Vlha t ? 

Yes , sir • 
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Very smart, yes , sir. 

It would Just t ake the br a ins away f rom t hem, 
wouldn 1 t it? 

Yes . 

11.6 

I don't know as it would be very hel pful in our 
relat i onship witb Marriner . He ' d be sore as the 
devil if you t ake him away . 

uo you tnink he would? I doubt it. 

Do you? I think so . 

l:lut he likes to see people get along . 

See what? 

People around him get up in the >Vorld . 

•lell, what do you tbink, Gene? 

I think it would be a good ideo . Hi s i nterests have 
been very wi de , or course, ond I don ' t know whether 
he would wan t t o come down 

I haven ' t spoken to him. 

.•• wbether he ' d wnnt to come do•m to a banking 
picture . As a ne.<spaperman - ex-newspaperman, I 
think you better wa t ch his memoranda then be comes 
i n; they have an aNful habit or coming into the 
ne*spapers . I don ' t thlnk it ' s nis fault . 

de was ill over that one . 

It•s not his f aul t . 

I don ' t know t hat the banker s would be too pleased. 
I don ' t know whether that' s of any g rest importance. 
iie has a reput ati on for being a lit tle theoretical 
and a li t t ! e unorthodox - sor t of u bra i n t rus t er. 
~ut ther e ' s no doubt about his compet ence. Be cer­
t a i nly knows t he tield . 

Certa inly. 
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I have one other difficulty which bothers me 8 little bit . In 19J4 you issued an order putting 
the statistical and economic d ivision under Georee 
Hues . 

l1ell , that ' s been changed . 

I oon 1 t .. . . 

'J.hnt 1 s been cha nged since . 

I haven ' t seen a ny ••• 

.rell, ta&e Harry iibite and his whole group. They 
don' t report to Baas . 

Hut t here hasn 1 t been any or der char.ging this 
particula r one about t he Comptroller ' s office • 

• 'lell, we can cha.nge it. 

Nell, I didn't think llr. Currie would want to come 
in Wlder Haas . 

No, we ' d change tha t . Tho way I look at it: here ' s 
~ fellow end he ' s damn SIDilrt . Jake Viner brought 
him t o to·1m. That ' s wbo brought him here , see? And 
ne was brought down he r e by Viner and then Eccles t ook 
1\lm a \'ley from be. Be was here in the Treasury, see; 
wnen lccles left be took t his fellow with him. He 
wanted to take Cy too and Cy didn ' t go. But be took 
..:urrie away from me, see? J.nd I Just thlM that from 
a Treasury standpoint - I mean I aon•t have t o have a 
spot for bim; but be•d be there, and I thiDA be 1d be 
6 real addition t o the Treasury brains. That ' s tbe 
way I feel. 

Be nes a good reputati on among d iscrimina ting minds 
around town. 

I told him he could call up vnybody he wanted : Viner, 
Burgess, Wi l liams, anybody he wonted . But I just 
kind of though t it was a .... 

Ruml, I know , estimates him very highly: men l ike 
that, men of maturity . 

l:.ccles took b1m a wsy from me, so i t would be just tit 
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for tat . I mean that wouldn ' t bother me . And if 
Oliphant is right, and I don• t think he is, tha t 
Eccles likes to see his fellows go up - because he 
hasn ' t been promoted in ony way -

.. ell, I don ' t think he 1 s the type of fellow to stand 
in L fellow ' s way . 

If you 're right , he ought to welcowe it . 

I might be wrong . 

!low, I'm not going to put a ny heat on you (Upham); 
but as I say, I jus t wanted to tell t hese men 
about it and let them t hink a bout it, because they 
l:light think or soae reo son they would.n' t do it. 

Certeinly worthwhile giving considera tion to . 

xnd t he fact you're thinking - going into this 
Congress , and the f act tha t this fello·.v is so pro­
government, as aga inst central bank, I think i s very 
important . But o\'ht.t I mean by pro-government - I 
mcnn, you .mow, as <..guinst these various au thorities. 

Yes . 

hnd,you ~ow, you're depcna ing on the people over 
at F. O.I.C., a nd they aren't as good b S Currie -Jones 
and those people. 

Jones is awfully good . 
reputation that Currie 
well .mown. 

He certLinly doesn't have the 
does . He certainly isn't as 

hs I say, this is notntno but a suggestion for you 
to think Pbout. 

flell, it ' s a very good suggestion . 

And I'm not going t o mention it again. It's up t o 
you fellows t o do wha t you want. I'm not going to force 
anything on you. Tbe only t hing - if be does coae, 
I 1d like once in a while to have him do a little work 
for me occasionally . 

l•ell, tha t•s your office just as the rest or the 
Treasury is. 

• 
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But- no, but as I say, I'd like occasionallJ to baTe 
him do a little work tor me. 

Now, you know what Duffield told us - because Taylor 
couldn't be here. 

Yes . 

And I told Taylor to ask Marriner what the status ot 
this is. 

Ask wb.o? 

Taylor ask Marriner Eccles wb.at•s the status of their 
r elationship to this affilia te, end wha t are they going 
t o do when this - have they extended it or wbat are 
t hey going to do? Taylor i s going to ask them. Huh? 
You people don ' t know. 

No, we don't know. 

And do you 10ant to tell us anything on banking? 

Sedlacek is back. 

He is? 

Yes, he got in yesterday, and be 1 s going over this 
Ba nk' of America business ror us, end I think we can 
be ready - well, we wo uld be ready t his week, but 
we ' ll certa inly b e ready when you ge t back. 

To d o wha t? 

To i ssue a letter or warning, which I am very eager 
t o do p.romptly. 

To whom does that go? 

That goes to the Bank ot Americo. It ' s been held 
up a little bit because or o meeting we had last 
week in which it was thought that we better analyze 
a letter from the Board or Directors or the Bank or 
America . 

Wbot does the letter of warning - I don ' t know whet 
it is . 
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Under Secti on JO. 

Under Section JO - the thing t hat starts the procedure . 

That goes to whom? 

The director s , the individual directors of the Bank 
of Ameri ca . It ' s really confirmatory of that t el e­
gram we sent last September. 

~nd then what~s the next step? 

The next step is t o wai t for them t o contlnue t heir 
violati ons, their unsafe and unsound practices, after 
th&t. J.nd then we certil'y them t o the Board. 

Feaer a l Reserve Board . 

r'ederal Reserve Board . 

"'efore you can certify tnem to the Board they have t he 
right under the s t atute to make such corrections as 
you have pointed out in your l et t er of war~g • . 

Oh, if they made all the corrections, if t hey didn ' t 
continue •••• 

'lhis doesn ' t mean that you ' r e going to proceed under 
~action JJ; lt ' s. Just the firs t step in preparation 
for pr oceeding . 

~hat•s right . 

!loll, >:y, wha t ' s the sta tus o r the Anglo-California 
situation? 

before you get ott this, may I- I'd like to .•• 

Go ahead, Berman . 

I don ' t went t o start down t hat alley and then find 
later on it 's a blind a lley . 

.!leaning what ? 

That Eccles and his crowd won• t go tnrough with t ha t 
Section JO procedure. So I think that we •ve prett7 
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neu r ly go t t o ha ve s n under s t Lndlng with th~m 
befor e this l etter of warning goes out . 

tlow c~n t hey e sc~ope do ing it, if .,e certify the 
ftH: t s t o them? 

[ aon1t agree •ith you, Herm~n . 

Huh? 

I don ' t ag ree wi tn you . 

121 

ue l l, ~ ou t .:l.o: f bout tn~ b~o t tls of t ne century , Lnd 
I O" ' r t s t&r ting t o u:a t w"cpon t OL t you k no•. in 
Luvc nce a.s go t «e t po~der in it . 

Tn&t 1s a l l r i ght . Tbs t •s ~o ll r l gnt . Our Job - I 
"'" Ln t bl..:ino; of t ht< Tre6St..r)l t•S all-i!:clus i ve - i s 
to carry out the l al\' a s we see i t . Now, i f t nese 
ft'llows .von ' t oo it, Congr ess will b~ her e i n t . o 
months . Thht doesn ' t s~y t~t you c~n • t do a l ittle 
exploring . But I 1m - tni s isn • t legal , • nd I t hink 
•u 1vt got to go t hr ougn with the v~r ious s t eps E S 
you, Gener al Counsel of t ho Tr ee.sw·y, t ell me what 
t hose s t eps ar e . Now, it ' s j us t t he s ame if you s oy 
t o me - woul d you s ~.y t o me, beca use you h&vec ' h'~nk 
judge , tha t ;te shouldn ' t proceed to try o f ellow? 

No . 

No, ~Y suggesti~n r eln t es to t ne t-~ 1"6 o f t his tn t"" . 
I tn1nk Ne ~ugnt to press J our r nswe r t o eccles, get 
t n un<.ier s t"nding on t ne proccaure , t nd na ve t h.s t out 
or tn~< way . I t • s a .,ues tior: of t i ming . 

I think - r.el l , th~t • s wher e T d ts.:g ree 111tn you. I 
~llin.< ~e s houla pr ess t o do t he Job :.s t ne Coopt rol ­
l er1 s of f i ce sno you int er pr e t th.n t i t ' s our re s pon­
s ibili ty t o do . Tha t ' s 'Nh.u t we should pr ess . And 
I tninK we should go forw~rd just ts f ast bS t he 
Compt rol ler ' s offic e and my Genera l Counsel advi s e 
me tha t i t ' s tltc Trea sury ' s r esponsibility to do i t ; 
and we put the pr essure on, :1e go f or war d jus t a s 
f as t a s i t i s our r esponsibi l ity, and I ' m not going 
t o try to e duca t e t he Federa l Reserve Board . No .v -
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1 mean I •• e got a r eaponsibilit7 a nd I ' m going to 
fill mine. Row tbe f act that tbey •re weak about i t -
wby, I'm sorry, but I want to be able to go before 
the Department Committee on tbe Bill and say, •Gen­
tlemen, I moved j us t as fast as I could. Now, I •ve 
arrived at this point ; I can ' t get &nf f arther. This 
is tbe law. Gentlemen, what should I do'jlll That ' s t be 
procedure, Berman. I want to go Just as far as you 
fellows advise me we should go, and move - press t her e. 
But the hell with the Federal Reserve Board. 

~ou got Bnf doubts, John, on thatf 

Ro. 

~bat? I mean bere •s the Comptroller here and my 
General Counsel; t hey tell me tbat this is our 
responsibility under the law. !low, I want to go 
forward Just as fast as I can, step by step. 

Well , I want tba t a nd I want something more; 1 want 
our action to be both pr ompt and effective. 

Berman, I agree with you; but if we reach an i mpasse, 
we •ve got Congress . 

That •s ' right- if we reach an impasse. 

And I think tbe only way we can get anywhere is to 
Just go forward just as fast as is possible, and 
not .orry about the Federal Reserve. I don't - I'm 
ver y, very doubtful that we can make 8nf headway, 
and I bate to say t his, 1n ~his room, but I think 
their tactics are to do everything to slow us up, 
and I•d like to •••• 

I may be wrong , but I don't tbi~ -don't believe 
the Board will support Eccles on this . 

/.11 tbe better . 

~'~hat? 

All tbe better . 

I 'm S8f1ng to you people, unless saaebody says t o 
me, DO, I'm wro.ng - to tbe Coaptroller : I want you 
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t ogo forwar d just us fast as you ca n . 

"ell, t he Coop troller is going to do t ha t unl ess 
ne •s t old not to. 

And I haven ' t got time, I jus t can ' t - I mean I 
never have maoe a dent on Yr. eccles, I ' ve never 
c"nvinced him or anything . I •ve nevt<r convinced 
ilim of anything a nd I huvun 1 t go t the physical 
str ength to go t hrough a sess lon trying to con­
vlnce ~ccles . I just huven 1 t go t the physical 
str .. ngta • 

.. ell, tll~r e llb.VEe been s ever:ol tugs of \<ar with 
Lccles where you r~n uway with the r ope . 

L~t thee make up their mind whLt tney ' re going to 
Jo , but I' m not going t o yut on :n educati~n£1 
~r~grd.JI f or t aeo. They ~noN dl t..is th1116 bJick­
N~orJs and forwa r ds . 

I n~v"r got your (Upham) o~mor~ndum on this fellow 
A. 0 . St eN&r t ownin6 sotDe ~ tock ln Kr.nsas City . 

I t h• sn ' t been written yet. 

I •m sorry, l:ler ma n, I don ' t ag r ee with you. 

:.el l , I wonder lf - we probttbly uo agr ee . Do you 
see any ob jection to pressing ... I vwnt t. ll you 
Vbnt; in addition t o t ht t I s ay I 1 ti 11~€ t o have t ile 
~~tl~n effective . ~o you see •n:r ob jection to 
~ressi~ those felloNS on th~ procedure? 

"ell , I • ve gl ven these t vo felloNS (UphHI ana 
Ouffiela) a j ob to do £ little tunneling over 
tner e , s ee who t ney cen line u, , see? I s t hat 
"h" t you cean? 

(tlods yes) 

J . K. , well they 've got t he job. They 're going to do 
" 11 t tle tunnellne , s ee Nhe r e t ney can get . 

1hn t •s •,orna t I mean. 

•hey •ve been given t hat essignment . 
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I wan t our action to be prompt and effective . 

•Yell, they 1 re going to do a 11 ttle tunneling, do 
a little counting of noses . 

I don ' t t hink we 're in disagreement. 

But I want t o go forward . The only way we• re going 
to go now is just t o convince everybody that ' s got 
an interest in t his t hlng that we are going to go 
forward . 

Weli now, how about this little $5JO, ovo thing? 

"'o you want t hat before you get back to Wayne 
Taylor? 

I don't care, 1 1 m in no burry about that . 

It•s one of those cases «here the F.O. I . C. is going 
t o act to put tnew out of the fund unless we do 
something in the way of rehabilitating the bank. 

You're t a lking about 

~>oglo- - no .•.• 

I ' m talking a bout some little bank. 

Pa tcilog ue . 

Pa t chogue . 
in tile way 
put 1t out 

ks I understand, unless we do something 
of e pr ogram to fix it, they're going to 
of the fund. 

.t.r en ' t you clear that - a>.y memorandum is finished -
we should just carry 1t through the group 1n t he 
regular way? 

There's no need to wai t f or me. 

I haven' t seen this Patchogue case, don ' t know any­
thing about it; haven ' t seen any memor andum. 

What I want to s ay - I told Pres t on Delano t hat 
before I made a ny r equest for any pr eferred stock 
issue in the t uture, he ' d have to initial it; that 
I would make no request f or •••• 
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Ollpllant: 

s.li . Jr: 

Oliphant: 

a • .l . Jr: 

Oliphant: 

B.II.Jr: 

Opllnm: 

B.U.Jr: 

Opllnm: 

Oliphant: 

B. l4.Jr : 

Upham: 

-lJ-

.. van t bough i t' s a eta te bank. 

Anything tbat I bave t o do - be ' s rq banki ng 
adviser now, and any thing t ha t I dp in connecti on 
with o bank, ~reston Delano ' s got to ini t i al i t 
before I do it; and he knows everyt hing t ba t I do. 

Tbat t s right. 

<.:neck, J obn? 
before I made 
initials have 
di sapproval . 

Now, I t old Preston Delano tbat 
any move 1n the ba Dking f ield, b.is 
got to be on that - approva1 or 

We ' ll work i t through -get his initials, send i t 
through 1n the r egular way. You're clear on the 
ques t i on of policy. 

I am. 
it you 
stock, 
stock, 

I don• t know aey bookkeeping, but I know 
buy 17 million dollars wor th of preferred 
it ' s 17 million dollars worth of preferred 
it ain't t1ve. 

Well, I hope you haven ' t made up your mind def i n­
itely on all tha t without listening to me. I 
llaven1 t bad an opportunity to make any r epresenta­
tions on it. 

You'll have your chance with this group . 

Well, no, I'll never get into i t. Tbey1 11 put 
through this and turn it down and it w111 come to 
me , I guess . 

If you refuse to initial it, it wil l never get to 
llr. Delano. 

Are you for the cut-bock, whatever you call it -
buy back, r e-back. 

No, llr . Secretary, I am not; been opposed to it t?a 
t he beginning . Tr i ed wit h Mr. Coolidge t o defea t itJ 
the Compt roller di~ hia bea t to d ef eat it. But ther e 
are some considerations her e that I would like to bava 
you know about before you definitely decide agaioat 
it. 
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B.!.!.Jr: 

Oliphant: 

B. IJ . Jr: 

Oliphant: 

H.U.Jr: 

Hanes: 

B. ii .Jr: 

Upballl : 

B. !.I . Jr: 

Oliphant: 

H. !l. Jr: 

Optlam: 

B.!.l . Jr: 

Hanes: 

El . ll . Jr: 

Upballl: 

B.:l.Jr: 

Oliphant: 

Upham: 

Oliphant a 

Upham: 

-1..4-

Well, wluit ti.llle to11orrow does this group want to 
ge t t ogether and give this fighting cock a chance? 
n'ba t time to11orrow? 

Tomorrow afternoon. 

Wha t time? 

Three o'clock. 

John - 1 told bi.lll no afternoon meetings . 

Tbat•s al~ r ight. 

Will you 11eet in Hanes • office? 

Tbr ee o ' clock. 

Tbree o 'cloc~. 

Cut-back. 

Cut-back. 

Xou see, some of these, Mr . Secretary, 

Xou let 'Taylor know when to be there. 

Xes . 

Be 1n your office. 

Some ot these don't come to you a t all . Some ot 
these the Comptroller can cut back bi.lllselt w1 th the 
R.F.C., you have nothing to say. 

Well, Delano's with 11e on this. 

Which ones are those that don' t come 1n here? 

Where you refuse the par value of out standing pre­
ferred stock, but leave it ret1rable at the higher 
price. 

No new money. 

lo new 110n87. 
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B.II.Jr: 

Opbam: 

H. IA.Jrl 

Opbu: 

B.Ii.Jr: 

Uphnm: 

-15-

Wba t Delano sbould do 1s ex:telld ae the ... e courtea7 
I'm ex:tellding b.ia . I meu he doun 1t ban UJtbiq 
to s ay a bout this ei tiler . I me&D ne sbould extelld 
me the same courtas7. See, Cy? 

Rigbt. 

But I mentioned it to Kr . Delano. He reels Just aa 
strongly as I do. 

We bave some people coming in on one ot those cases 
tbis m.oroing, elld two or three in tbe F. D.I.C. We've 
been pressing rigbt along on the old idea of getting 
these banks cleaned up, and we're very eager to get 
thea cleaned up. And we Just have to stop all con­
ferences and everytning ala~ because they've all gone 
ahead right to tbe point of coapletion on the basis 
ot a cut-back. 

Well, that•s easy enouch. All you can do is specify 
that efte.r such and aucb a date &QY new negotiations 
s tarted will be on tbis policy - something like tbat, 

Anyway, you can meet in Hanes• office at three tomor­
row. 

Fine. 
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ilE ,.NGI.O-CALlFORIIIA BAlfl{ November 2, . 1938. 
10:40 a . m. 

ti . ~ . Jr: 

Upham: 

Now, ~hat about the Anglo-California? 

Nell , we 're waiting on - there e re really two 
thing~: (a) the application from the R. F. C., that 
ls, the letter suggesting that you r equest t hem 
t o buy some preferred stock; and (b) the letter 
from the directors of t he Anglo-California , which 
should be here today or t omorrow, indicating the 
things thht they ' re willing to correct . 
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BOARD OF GOVI:RNORS 

FEDERAL RESERVE SYSTEM 

October 27 , 1958 . 

l>o•r llonry: 

Upon my r eturn fro~ the want Just follo•ing ~ visit 
t ' Sun rrunctsco, I askod some of our logal and operating 
"'"'ff who hove h"d practical experience with Section 30 pro­
eoedln~s to l o t 110 !ls.ve for my own inforOWlUon a brief I:!OIDO­
rondll.ll on ooth the lagcl and ;>r ncticol aapncts and the time 
ule-,ont. involved in such a proceedin;:, ~• cont.rusted with 
po••ible alternetive proceduros, aaawal.nc that the case in 
~uostlon related to a large boxUdl,g inatl tution and th&t a 
vc.rlety of compl61'lts were alleged , lncludins the quenion 
of dividend disburse,.cnt.s . 

~hUe I knew in a ;;enorol "4Y about Section i50 pro­
cedure fron our expertence with minor co9ea, I • as f rsnkly 
dio!nllyod , on reading t his memorandum, ot the pooslbllitlea 
of lnt.orlllilloble delay and infinite COIIplexity involved in o 
c~oe ouch ae is envisioned here . 

I am por t.icularl:r lmprcsncd by the foot thut l.n 
denting wi th a case that needs pro,.pt correction , this pro­
cedure at bes t means delay after delay--that, fi r st, lt =ust 
bo found that there is a violot1on of low or thot unsafe or 
unaound prac~lces are being pursued; that a warning must ~ben 
be 1s.suod; -.nat next, "a reasonnbl e Uaaett aw:st be allo•ed to 
;>Ori:!l t of corrections; that. H 1111ot !.!len be shown nnd sul>­
·~~uently proved ~~t. the violations or u.•aound pr•ctlces 
•ere continued , ootwi thstand1n,6 the warning and allowance of 
a reasonable t.lae for cor::-ection; and that. all t.his -.ast pre­
c~de the flUng of a certifleat.o with this l!oer<l . Then there 
IIUOt be further tli:!e cllO,IlJ1CC~ wholl:r Uldo fros the ti.<IO 
.. ati~~ tactics t..'lat could be employed by o reso11rceful de­
fend~~t, ~o say nothing of the enormoualy coapllc&~ account­
in~ and valuntion problems affectina robl estate and other 
ooaota that would arise i f, as must be assumed , defendant 

• 
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Dt~rnoys undortook to disprove the Cosptroller'a charges ~ 
tbe tost!mony of experts of their own choosing. 

On the beals of the facts developed in thia taemo­
rondu:o, l hove concluded that it woul d be o. greet 11isteke to 
proceed alone these lines and that I oueht to let you know 
bow I feel about it personally. I hope you will hove an 
opportunity to look this memorandUII over yourself. 

11. S. Sccloa, 
Chalman. 

Honornblo Henry Uorgenthau, Jr., 
Socretory of the Treasury, 
1'/ashintr~n , D. C. 

enclosure 
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att.orneyo undertook to disprove the Coaptroller'o charges by 
tho teat1mon3 of experts of thai r own chooaing. 

On tho baaia of the facta developed in thio aoao­
nndwo, I havo concluded that it would ba 11 great otJ.otake to 
procood along th.ese lines and that I 0\l{:bt to let you lcnow 
how I !eel about it persooally. I hope y011 will have an 
opportunity to look this auorandua over youroelt. 

11. s. Ecolea, 
Chair....,. . 

Honoroblo Ronry llorgenthau, Jr. , 
Secretary of tho Treasury, 
Washington, D. C. 

encloaur• 
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Probln~ o·r procedure uQder See tlon M. 

The tolloring are t he steps to be taken ill the SecUon SO proceed-
intt 

1 . Thnro muet be a viola tion of lew or Ullaafo or unsound practices 
by the officer, employee or director , 

2 . A u rning must be i s sued by the CoMptr oller's Off i ce . 
~ . A reasonnble time mu&t elapse after tho warning to permit of cor­

rections . 
4. Daoplte the warning the violntioDJS of law or t he un•afe or unsound 

practi ces oust have continued. 
5. A ce rti fiento r eciting the above foots and setting f or t h t he 

o~ectfie mattoro compleilled of must be filed by the Comptroller' s Offi ce 
• Hh tho Bollrd . 

6. The nceu•ed IIUSt be given notice uad ouch reeeoMble time ao will 
JleCt the r eq,\lireDFD ts Of •due proCefl&• • 

1 . The hearing proper. 

Co111otroller1 s nroor or Cfl!rtl(isate . 

In NIJIY or his ectioll5 the Co•ptroller or tho Currency acts in a eo­
••! led qu•o1-judici al capacity ond, except under certain exceptional e1r­
cu~~t~nces, a court will not l ook behind hie ac tionA. For in~tance, hia 
d•torn1MtJ.on of losses ond his resultin~ finding of on impo.iraent in a 
b•nk ' r COJ>i tol or ito insolvency, hi • appoint•ent of a receiver, end the 
levy of an noaeasment agains t shareholden nre nll notions which t ho courts 
h•vo r ftrerdod ae final . Similerl;r, it would oeom thnt a finding b;r him of 
the necoaoi~ to appoint a conservator "in order to conserve t he s s sets of 
any bonk for the benefit of depositors and other credi t oro• ~ould oot be 
revie>"ablo by tho courts . This , hor,ever , would not be true •itb respect 
to the instit ut ion of a proceeding under Section SO . "CertifYing t he f act&• 
does not provo tho facts . Accordingly , thoro muot be evidence to SuPport 
ouch charyqs , not necessaril;r of tho typo adlliroible only unlier t he techni­
cal rules of evic ence applicable to judicial proceeclinas but certal.nl:r of 
tho t)'llO entitled to considerati on under tho geoeral rules applicable to ad­
ainiatratiYa proceedings. 

For instance, the logoli~ or ille!!8-llty or a dividend J"'YYI"'lt by a 
b•nk, it th.• t ohoulc! be an i ssue , would depeDCI upon tho UIO'.tnt of the bank' s 
lo.,es and statutory bad debt s a t " £i ven date . Proof would be necessery 
rtth reareet to each i tem of l ose ond each statutory bad debt untU colle~ 
tivel;r ouch itea o a ggregated •an amount great er t hon ita not profits then on 
band" • In uny instances 1t probably would be necessary to f ix the ..-Iue of 
col lateral, r eal es tate and otherwise, concerning whioh no doubt there would 
be wide diff erences 8Dd conflicts in the testbo!'i;r which would have to be 
resolved. Furthermore, since Section SO involvoa a f ailure to discontinue 
violations or law ond unsafe and unsound procticas after .. arning, it would 
be noces~ary to establis h the caao on at lout two dotes, to dt, before tho 
nrning aDd after tho warning, Tbia would be true rl th roopect to each 
•harce in t ho certificate and to eoeb aoaat inoolvad in each charge • 
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Opportunities for a t tack and dt l"Y lrt def eqd!\nt 
in M ieoort.Ant Cf "' · 

:135 

Wi th roprocon~tion of the accuned director or of f i cer in the hands 
of t ho boo t talont available, it i n r easonable to expect a t tacks upon t ho 
procoduro ns o whol e , at t 4cks upon oach a t op 1n tho procedure , claims 
•. 1th rospoct to reasonableness of the tillle aff orded , r equest s for delay, 
and other ob joctlons , none of which could bo l i r htly cons i dered and t he 
effect of ull of •hicb would be t o lmpedo and delay ac t ion upon the morits . 
Then, 11 l t h racpoct to t he mcrito of tho cnoe i t i n r onoonnbl e to expect 
Uot.t r epeated nttempto would be made to color the ent ire picture by emphesb-
1n~ tho tnct tl"'t the lxlnk """ llcen:ed a o " no\llld bunk subsequent to " hich 
t~.c Comptroller' s own exru:drultions have ahcnm peri odi c improvement in t he 
hank' • pooition; OJid t hat further, t ho bonk heo been permit ted, with t he ap­
"rov:l or tho Col:lpt roller of the CUrrency. to eatablioh approrlr.ately fift y 
cio noYo branches, which would seen to indicotc th• t a t the tl.::oo of t he eo­
t.:.bllallll:ont Of NCb SUCh branch the Coaptroller found the benk to be in 
cathfactory conditi on else he 1IOuld not hove peral.t t ecl i ts establlabaant. 
Alro, i t i o to be expec ted t hat with respect to each aanet inYOlved not only 
will t here bo an attempt to establish the value t!ler<tOf by their .,.., wlt­
nct Ges , but doo 1t 1G reesonabl o to expect that the examiner will be cross ­
"""...U.od with r espect to each asset, the valuo placed t her eon at each examina­
tion 1>'/ hi111, no~ his prior c r iti ci s• t hereof . The =ount of tice which could 
be con•~~od in n proceeding conducted al ong ouch lines otaggers the imagina­
tlon, and ye t 1I a hearing is to be conduct od eo an to a~eot t he test of 
fairnoco lmpooed by t he courts , it would be Rl1110et i!lposs ibl o to prevent tho 
uco or nucb t actics if chosen to be uocd . 

I t lliiiY bo eeen , t her efore, thot action under Section 50 at best i s • 
lonF und t edious process . Moreover , i t do~n not operata directly upon the 
b•nk but only upon officer s and di r ect ors of tho bank. If t he rer:o~l of 
an of!i cor would not have t he effoct or choDPiDP the director s ' polic i es , 
nothlnr would be acco~plisbed. And , i f r emova l of tho director s would cean 
only that otockholders ""'.Jld elect directors that t ould et.ri7 out the ....., 
polici es , not hinf; 1rould be a~o!llpllshod. It ~ht be ull, thsrcfore, f irst 
t o coneider the alt~ntion fro:> a •tandpoint of control and 1'hetber t he re­
"~""l of particular individual& •ould af!oct t ucb control lrefor e atte,.pt ing 
t o orfoet correct i on by reoovin& cuch iniivtd~l• fron DOQino1 offi ce . 

Other avnilnble proctdureP· 

On the other hand , it .. ould •eem that if t ho !ltuation is so critical 
ae t o r equire illl:nediate action tho lxlnk' s licent e could be revoked IT.f the 
Secre tary or tho Comptroller coul d appoint a conoervator . Either of theoo 
altornut1voo would be effective without dolo¥ ond ,.ould operate directly 
upon tho hank. 

Another proceeding o£ a dire ct nature would be to institute a suit to 
forfeit t he bank' a charter . HOl'iever, I!Uch a auit could not be considered 
• • a 1110aauro or prompt relief. 
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fin<lJ¥, coM'<Iction l:lij!ht be obtdnocl throUfh the no1"1141 exerct.e 
or •u••rvi rory powers . Many of t he facta .. tuch •ould have to be estab-
11•'-d by evidence in ei ther a Section ~0 proceodiny or a euit to for­
f•H o b:lnk' t charter could be determined by the Co11ptroller of the Cur­
r<ncy Lhrou•h Lha norm•l processes of eX&lllinHtlon . For instance, if tbe 
onoincr rhould find losses nnd the Cot~ptroller of the Currency should 
rn>t>Ort hi 111 in ouch findings and determine them so to bo, tho bank' s 
"orit oecount no a tUaas ure for the pnyment of dividends nnd i tr capi v l 
on :ur~iu.. occount (if impaired b,Y ouch det ermination) no a mcn<ure for 
u.• bonk' r l cxm l!J:Ii t , •;ould be fixed and itr oornl nc s absorbed . 

Effect of an i.moortnnt Spgtion to hearing upop 
the banking situation. 

P.cwovat· il:lpcrt.u.nt i t iz to cur<! tho particulAr ailJoent, it is equnily 
i' ortont not t o roloct a r,_jy rhich ""'' kill or peMO:U1ently injure tile 

tl· •l · In t !.i r connection it i< iapcrtant to reaa.,ber tl>.;;:t t~.ere e.re 
t mircdt of thouoands of uninfomcd people invol vcd •ho, becauro they are 
1,1nfor,;d1 =ay be sr.ayed by extraneous ond irrelevant eon~i ~er~tione, and 
t t. 1Mirect es T·ell as direct repercusrione on the benk:i.ne s truetu.ro 
ai ht follo· drastic a ction. I t is h&rd to conceive or a~ circusst~coe 
ln ' lch t.te intoroat of depotitor& woult1 bart be I'IOrVed if att-efllpted COT'­

roct lon l r accompeni•d by wide publi ci ty ~nd l onr drawn out proceeding• 
durln, 'bleb rir.ht& of crP.ditort tll'e conttrntly chnnginr ( which rt>B:J ac­
co'mt fo•· the nopli~;ible number of oui t o to forfeit char ters r hieh have 
boon inrtltutcd in the pnet . ) Particularly would thio soe111 to be t ruo 
rhen it l n r onsonnblo to exp~et that euch publici~ would include recrint­
in tione, chu.r(lco of per s ecution, and claims thlt t the action is pcUticul 
in ltr n•ture . The ill - effects consequent upon such an open firht Mirht 
nrO\'O very dioaotrouc nnd for out TCei rh tho potciHe rood eought to be ac­
co••lirhi d in purnuinr the recedy . 

In coneluelon, it i s di.ffiC~.tlt t.o coo hor a J'l"Occdure rucb s: one 
Hl hvo to be under Secti on ro couH roW'in lonr • ithout publicity • nd 

l rerore b•foro ini tiatinF i t or any o th•r procedure likel¥ or certain 
to r•coive ddo publicity, serious conslderat.lon el oulti be ;iven to t he 
'lOtribillt:; ol' effectiD!' eorrocti.on lr oth• r ""''"" wHch are a....U...l>le 
un'er t hto la• one! are within the dircr e tion either 01 the Secretory of the 
Tr~a~ury or tha Co2ptrol ler of the Currene,y . 
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TH£ UHOER SECRCTARYO,. TH C TREASURY 

WASH I NGTON 

No•ember 3, 1936 

Oe&r Kenry: 

rhla morning a t el e•en o'cl ock l eatra. Taylor, 
OllobAn~ . UphaD, Foley, Du!!iold and kulrooney mot with 
a e ?n the preferred s t ock question, And 8lao t o consider 
the wi re !roa ~. Giannini. 

1 aa attaehin,g hereto ce:or AndUD t a retere.!lc::e 
to t he nreterred stock eut-backa. 

I am also at~ching vroooaed antw~rR to ~r. 
Gl~~inl baoed upon t he oomewhat divided opinion or the 
~roup a o to t he method ot handling. Here&n Oliphant 
toemod to !eel that this telegram ohould bo hAndled in 
P routine ~nner by your referring it t~ t he Apnr onriate 
, ereon for e.newer. One letter "htch we htwe 4 rt~.fted 

r8pre t ente t hat viewpo int. Several of ut felt very strongly 
t~~ t you ahould ana~er the wi re youreelf ainee it waa 
an~ently i nt ended es a perao~l attack upon you. 1 
alao encl os e col)y of Wr. Giannini ' a ·teler re.m 1n order 
tl".at you J:J.RY r efresh :vour memory. 

When you cell on t he telephone tomorrow we 
c.a.n d hcuaa thie oatte!" f".u t her. 

Sincerely youro, 

Honorable Henry Worgonthau, Jr. 

Hopewell Junction, New York 

P.S. Since d1ctat1ng tho above we have decided to oend 
you dratt o! only ono letter • 

• 
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llteP Mr. ... leOI 

!M :o""tarJ' ot \be h'Mnl7 hao .. r • .,... .. • .,_ 
loUer at Oo'o'ber 1'7Ul NleU111 h p.,...M\aft ...... aen1e 

ao an4 \be ••NA4wl uooepeiiJlJI& lt. tho •Uer hod 'b-
11114•• dbwaaloD w1t.h lh'o ~~a~~o .. , ftPft .. Dtlll& JOU' lloar4, 

tor ·- w•lla OD tbo 'beo1o \hat thO P .... odu.ft 'Clllllor S•• 
Uoe liO WO Oft11e'bleo .. ,...._., 1 - De llloupenlllo 
c11tt1o11l'J' ot •• ooll&lllulllc u a• forward on tbh lloo1o. 

'1'ho pPOOMuft 'IIDilOP S•tloD 10 1o tbo ftopondbUUf 
ot th1o ottloo ~ h tbo tt. ttl tba t11111& ttl \be oort1tl­
oato wUb JCDI' Baal'4o All ot tbo,, wo oft propoft4 h 

balldlo w1 tb roaoona'blo PI'OIIIIItnooo •4 wUb ta1Mooo to all 

oonoom04. S0JOD4 tbat, 1 0\18&00' u o:&OhaJIIO ot lottoro 

boheell tbu ott1 .. •d 1•• Baard aaroellla "POD a wbo!!{ 
ta1r ud apo41Uw. proo.-r. tor oll ••••• or t b lo • • 
'l'b la 1a tho u~ ob1ob Coaareoo bao no•J.ded tor ooo• 
ot thl.o oor,, 1t ooao to •• ftloft •~14 be .DO ..,..., 

d1tt1wU7 111 wntrllla ~• a -tuU., oot1ataoto1J prooodwo 

that o1U opordo ao ape41UCIU17 oo 1o rooaoaa'bl7 to be 

UpoCJt04 1a bolld11Jia o\loll •Uoft aD4 will ... lf oatOi\101'11 
tbo 1atoNoh ot tbo Ocwo,....s, ao well •• tbooo ot baU 

dopoo1toro and otoollho14oro. 

I .. aula o4 'bJ' tbo o.onl c-.ol at tbo !'PMIIIIrJ' 
Depart..Dt tbl' bo boldo ht.olt 111 .-411looo to 4lowoo 

t hla attar oltb 'ho leaal and oporotlll& ••arto ot tbo 
BMJ'd aid ot tbio ttlt1oo. 

Regraded Unclassified
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IIJII)BAIIDIJII lOll IlL UPIUih 

tGU baft uU4 f<Jr a -l'Udaa Mt.t.iq forth tbo ~ ... of aot.iGII 

that on ope to tho o-ptroller of tba ~ 1D d•"nc ld.tb natt..al 

books that are 1D huaMolla OCIDdit.ia or tllat. ar. 'bordar1Dc .. iuol.Teq, 

it tho ~·ll ad 011t-baol< or aala of pre! erred atool< at. a ~ are not. 

J.nftlltod, 

It. is dittiC!Ul.t. to Ml<o a•..-.J. at.a ..... t.. aple lnlnc tho abo ... f<Jr 

tho raoaon that. tba um *II 'ViDe fa ot.a and ~t.ano.a aurrcund1Da U.o 111-

di rldial bomka 1D baardaola ocadi t.iGII TUT to a Jl'Mt. ai&t.. 

the -.jor faotora tllat. are ocmol.d.rad .m.n ~ auch beDJc 11 baiDc 

si •on att.,t.ion ara •• fol.l.owat 

1. tho outet.andin& oonliderat.ion ie tba protaot.ion of dapoaitor• 

1D ~ propoeed aot.iOD to be tabaJ 

2. Tho nature of tho bua1Doe• of tho beDJc and tho atfoot ita liqui­

dot.ion 'OCUl.4 ban upon tho ~V or State 1D whioh it. 11 

located. ( Cort.aiD e ab banlr:a are tor-I "kaT banlr:a0 booclao of 

their orido IIPl'a&d aotiTit.ioa -.oh aa dapooit.o ot other ooantr7 

beDJca lhioh thq bo14. ) J 

) . The oharaotor of tho pc-IIOIIIIal ot tho beDJc m d tho 4ecrM ot 

oooapet..oo 1D tho MDag....,t thoroofJ 

4. Tho abilii;T and .,.ulncn .. • of tM _, abaroboldora to COM 

to the beDJc' e aidJ 

5. !bo peat billtor7 of t.be bank, iJioJncHng tho oauaoa of U1 t.ronblooJ 

6. !bo dotandnat.ion a a to mot.har or not. tho beDJc can cOiltimao 

operation• after oorroot.1.,. -anro• baTO baeD t.akiD, ....S oan 

O'f'erooae r SnSng detect•• 

!bo Oo.pt.roller of u.a o.az.r-07 11 ~ l!r 1aa to taU diraot 

action aga1Det beDJca 1D tM -er 1ot Ollt. ~ 

1. Bo aq publilll l.. tuJJ. tho ropart of ..,..n• t.ioo of t.be banlr:J 

2. Bo 1111;)' atte.pt. U.o ..-...1 of oftioare •d/• clirootoH of tba 

beDic lbo II&.,. Tiolat.od u.a 1an or oont.1Dnad unaat'o or un1001114 pnotl._, 

Regraded Unclassified
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3. J!e ~ appol.nt a OOftMrfttor tor a 'boolltJ 

4• !le ~' tor o.nain .,.,. .. ,, appol.nt a .._her aDd liquidate 

• beDI<J 

s. !lo w:r l.n.Utute a ..,u tor ccta1A -• to dool.aro a 'hsn!r1rc 
ueooiaUon dieeobed IIDd the tftnohiM tortoitodJ 

6. J!o aq l"f an aoeo-t to rootoro an 1apairamt 1n tho o-... 
oapit.el of the 'boollt. 

140 

!be tiret tin 1t.u Uetod abon are o'brl.011~ ot no aid to tho 

Co.ptroller ot tho o.ur.n.,. 1n tho - ot a 'booDit 1D 41etra•Md oir<luut.oncee 
or a bonk borderiDg CD 1noolT11Dqr. Ao tar u it• 6 aboft 11 ocmoerned, it 
hu betll tho Olq)erimco ot tho ottico ot the Oc.ptroller of tho eun ... .,. 
that sl.nee tho toral.nation ot tho double UabilltT on the .took ot national 

bo:llco i t ia a prac tical i.apo~&ibilltT, 1n the ujor1t1 ot oaeoe, to ettect a 

oorMCtion ot tho ~t ot the .,_ otook ot a natioo&l beDit 1>7 l"T­

l.Di 101ch an aaMa-t. 

other than the tozooco1D&1 there r..tn toe PriarT couraoa ot 
action for uee ot tho Oa.pirc>Uer ot the Ovroolqr 1n d"l'nc with dietra .. ed 

b&nka 1t the eo-called cmt-baok pro'fisione ot tho law are not ueed. 
' 

J'i.ret, the aala ot tho particular 'booDit UDder OCDaidaraUCD to 

a naichborlnc l.nortitution (c....-el.l,T tl>rouP the aid ot a dat1ci01107 ~ 

ll&l!o 1>7 tho 7edaral Dopoait lniW'e!lco CorporatiCD) 1 or tho oOifeolidetiCil 

or thet bonk w1 th a -titor. (loth ot tho toroccing require ta.orabla 

'tOW or the llbaroholdera.) !bat MDll&l' ot ol.ial.D&ti.Dg 011ch baDka 1a pre ... tlT 
baing uaod 'lhereTor poaaible. 

S.OO..d, obangoa 1n tho _, capital ot tho boDit Ollch •• • 
rocl!lctlon ot that olaaa ot etod< to .ol1w1nato loaMa, and tho OllbMqlMDt. 

iner.ea 1>7 tho eola ot that olaaa ot atock, 1t poaaibla, to turnillh tho 

desiHcl capital ratio. Apin, that oouraa ot prooodaro 1a not poaaibla 

1n MQ7 1natanc .. , partioular~ 1n tho oaea ot boDita 'lboao total capital 

1o now tho ainlaa required 1>7 law. In W11Z17 1natanoaa the - capital 
ot a baok C&llllot. be reduced 1n ...Uici.,t -t to pendt tho oha.rg1nC ott 
or eJ1p1n•tion ot all ot th• UD&ooeptable aaNta • 

. . . . . - . . . - . . . ::..... "' 
• J,. .... ~ ~ 

.. 
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THE. SCC:FtETARV 0,. THC: T fiiE.A8U"Y 

WAaHI NOTOH 

Dear Mr. G1• nn1nit 

141. 

!1.- to"" oll4 t.xt ot yovr tel.e,rua ot JOTbber z .. 
a4clreuecl to-· o.re ouoh t hat in orcll.lu.rJ oir......tanoeo it 
'II'OUlcl not aorit eitlwr o.alc>ow'l.oclpant or npl)'• I • !.Jopella4 
t o writ. t o :yov. only by tM bope tb&t tM taotico ot pa...-1 
Yit.lparat10D yOU aclopted iD thlo tlliii'UI clO DOt rapreoent 
you coa.aiclared jud~ but wre proapted by -tazy ._ .. 
at what you took to be an attaot lrpCIIl your lllatltutiona or 
youroolt paroonally. 

I ba'fe not aaen tM •11oox latter• .. tarred to 1n your 
t.l.evaa. I kn<nr nothln& a bout tho otata•nta 1104o in it or 
tMir oouroe . I baw authorioed no clioclooureo ot o.JVJ ldll4 
about o.JVJ 'benk1ng o1tuat1ono. On tlw contraey, I b&w onjolned 
tba otricteot oecreoy ao to o.JVJ oll4 all a ttoro relating to 
banking which could not, 1n tba public intoreot, bo loouod in 
tba to,. ot public ota-nt o. 

%1.-n .... -ttaro ot van iaportanoe pancl1ng betwon 
tho ottioe or the C<aptroller ot tM Curnno)', e icll 1o • 
bure ... ot tho tr .. OUJ"' Depar-.t, and tho til>ancial ~titu­
tiono ot 'Ohlcb. you o.re tho noponolble hoa4. Let uo not ~ 
tho watoro b)' personal an1auo or unjuot ohar&O•• 

Nr. A. P. G''""'"'• 
Cb.airaan, Board ot Dinotoro, 
Bank ot -'-rioa, 
Loe .mc-111, CalitoJ'Dla . 

81noe .. ly' 

Sooretazy ot tho !naoUJ')'• 
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IDS JJICELES CALIP' IIOV 1 19:)8 

HOM lmiRf lollRGPJITHAU 
5roRETARl OF 'I'IUIASURI 
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19.)8 IOV 2 All 8 43 

JUST Rlx:EIV!D COPI WILCOX !EmiR OC'l'OIIIR 30TH Aim IIAV! PAM'ICULA1U.I 

!101'IC!ll ITDIS C PACE 1 B PAGE 3 P 8 AliD l PACE 4 DO!IT IOU Tl!I!Ilt liB 

5roR£TARf THAT IOOB COIITI!!1ll!D UllliARIIAIITJ:D AliD UliJUSTIPIABLE S11!ARI!1C 

HAS G0!1R FAR !!lOUGH I lllSf III!SPI!C1'P1IU AliD DIPIIATICALLI PI!OI'ES! ACAI!ISr 

SUCK 'IIII)W UIIDESERVED mnlll!liC!S AS CRITICAL COl.IJI!I,'TS STOP IN THE 

1IEST STOP JJ.I.I!l:;EJ) COMDmONS PAR IIEST STOP SPI!CIFIC ATT!In'IO!I BJmlG 

CIVEII FAR FLUNG I!TC 011 PACIFIC COAST STOP S'I'UI1r SI!TUP AND CORPORATI0\11 

DEVICE NOT D!HIED STOP AFFILIATES BOTH ANNOYING NEW BOOIOCKEPIIIG 

RilLES AND DEVICES ETC Nml FOR PROIIPTm CHECK SOME BLAME IIIADEQUAT!i 

BOOIOaii!:PIHO STOP SUCCES1' IOU CHECit An'ILIATES WEST OF PORTLAIID 

RENO AND PHOEIIIX AND JUST SEE ROlf THEr COWPARE TO I!ISTITUTIOII OF 

!lEI' JJRS!IY MEt: YORK AND OTHER STATES All SATISPII!D IOU 'IfiLL FTIID THDI 

PRACTICALLY P£1\flltT 

A P GIAIII'IIII 

822A 

Regraded Unclassified



.'' 

Jonaber 4, 1938 

mtORNfWI lOR THE Sr&RE'WtJt 

llbon the PresideDta ot the Federal Reaene BaDl<a 

were here lut week there was ooae botal lo'bb7 cliaeuaaioo 

uona tbu at the receDt resl.il>atioD ot 11r. ·A. o. Stewart as 

Cht.iruD ot tbo Board ot the Federal Reoern 8aDk ot SaD 

P'r&DCUCO, 

Iou will be 1Dtaroated to lalow thet President 

llulilton ot the .lansaa C1t7 P'edoral Reoono 8aDk clal.aed 

credit for tbo real.il>atioD because of the fact thet •r.oalne~s 

1'1-.,. the Federal RaaerTe 8aDk ot .lansao Cit:r cliaconred that 

llr. Stewart oomed, I think, about 5,000 ob&res ot otoelt ot 

tho. c-rce Trust c .. pa11;7 ot .lansas Cit;r, a atata .-bar 

but. 
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Jo ... bor e, 1818. 

Dear llr. Qiannlnio 

flw t cne azul tezt o t 'fOUl te~~ ot l w - r 2, 
add,..•N4 to •• ..,.. "'oh t hAt i n onlinary oiro\IUt...OII it 
W<Nld not auit a i t"-r aoknowlaclpent or reply. I .. iapell..S 
to write to yov. only by tM hope that tM t aot1o1 ot per1onal 
rttuperation you o.dopt...s i n th11 t •l•uwa do not repra­
your oonai.Wrad J..S,-nt but wra pra:apted by - nt..ry &JI&<IF 
at 'lihat yov. t oot to be ..,. o.tto.ot upon your il'lltitution• or 
your11lt per1oaally. 

I ~v. ... not ,.., tbll .. Uoox ~tter• ... tarred to in your 
tel 1z;na and I b&d not prertoully tn.,.. ot i ta exiatenoe. I 
know no thin' o.bout tM 1tet-nt 1 mo.cl• I n I t or their oouroe. 
I "-" aut horh..S no clholo• u,..l ot o.ny kil!ld o.bout o.ny benkint; 
lit uo.tion•. On the oontrary, I b&ft enJ oil!l..s t!w etr1ote1t 
11o,..oy u t o o.ny and all -tter1 ,..latin' to bankin& wbioh 
oould not , i n the publlo i nte,..l t , be luU..S I n t!w tom ot 
publlo 1tat.Dont 1o • 

f !wre ..,.. •ttere ot t;,ran l aport..n01 pencil"' be­
t he ottloe ot tM Caaptrollar ot tM Curranoy, e loh h o. ~ 
raau ot tM T',..U\lrJ Dep....-nt, and the tinanoio.l I.Mt i tution• 
ot whloh you are the r11po111ible bl-.4, Loot u1 not ...Sdy tbll 
... tor • by per 1ou.l mlala or \ll!ljutt eholri ••• 

l il!loeraly, 

aaoret..ry ol the , ...... ury. 

M.r, A., P, Olam:dn.1 , 
Chait'Mn, Boo.nl ot D1reotor•• 
Bank or .Yirioa, · 
Loe Aft,;elee, Calitoi'D.1a.BIG/IIt.h 

Regraded Unclassified



Ia Mr •• ~. 

I!. '- -' '-' at .,_ w~.ecr- at •• , , a, 
......... w -·- ..... , 1• ... iMrJ ---.... '' ..W -' •rl' al..,_ ......,.,_.5 'er ... 11. I • lllfelW 
.. lrl'l .... 1"" ~ "' ....... ..,, .. -.u.. ~ ... I l 
ftl 4 aU• 7W ...... la .au .. \epa ...... l'&fl I l 
.,_ -u... 3""0 

9 

""' - , ..... "' ' rt ..... 
M *-' 7W _. \e M • --- ..- r- LMU"""- er ,.,...u ..... ,''7• 

I llaw _. - .._ "ftl- '"'""' .,.,_ft'&t M la r-. •leer--' 1 .., an pi'Wl-.l7- ~ 1• aiel •, I 
._ IOOIIIWic .-on .._ ahhaa • .... 1• 1\ .. \Mlr •-
1 llaw AUU~Drl ..... 41M'-- at ~ 111M ~ ~ 'llallbc 
al'-'1-. Cia tM ~~ I llaw ~alaM \a. nrlal&e\ 
-ra-:~ .... ~_.ill •"-" ralfti.q w ..,,wq *• 
-u *""• t.a -. '""lla la\ann, .., 1 ..... 1a * twa ~ 
,.blla nal u. 

l!.ra - •"-a at paw I 4 I .. I Jd'l'll' liiM"?-& 
-. omeo at tM c .. ..,.lJ.er at -. evr-.,, *1• h e • 
- at \lila !ne 1 'laf 7 '• ... -. t' tel l&t\lM?I-
~ ~ ;rw era tM PNJ alb\& ..... tn .. -' &llllq Ua ...... "'~ ..... -~ .......... . 

·~11· 

..,. 
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• I ••• uee. 

....... C!'i-t·l· 
1M '-e -'wnot 'IW'W~--ofl• 2 I I, 

... I I W .. - ..... , ls ..... .,. ell 7 I • 

..w .. ...tt ., ...... ,.,, ' - ... l;r. l - .... ual 

.. -· .. 1W -.17 110' ...... """- ....... fll .. I 1 
~u '" .... ,._ as ,.,.. ta...,. ·~ .. _. ,.,. a 
,_ 11 r'lrrilll je?J 1 W.- JIG4W "' 7 7....., .. ..,..,_ "'* w lw • .._.,... ,_ l.MU' t'•e • 
,.,.elt .... ,,7• 

z ..,.. ,.. - * •u- ~·-· ..,.,, .... -. ill ,_ ws..,. .. t ..,. _. psrl-17 ..._ fll lw IIDI 1 l 
,._ wtt'-. .-n -. e? 7 "' _.. la l' w u.tr ••-
t llsw ....,_. • •lrl - fll _, IISII& ailed _, 'llalllal 
el--l-· Qa e. -•'""T• I llsw ...,....... taut ....,...,. 
ilili41 .... _, ... all ...... ,.la\1.11& ..... H ... ---w _.,ill tM ptOWle l ... u..n, lwu..t ls taut,._ fll 
~11 -'a7 'so 

~Mw ..... .-... •t .,... '• t 1 'he lllwo??-• 
tM oft'le at tilt cac?srnur ot tM cwu h at• h a.,.. 
,.. ., ._ 11 , ns, . '• _. .. ,. ,,, '-"' , ,-
fll~,.. .... tM II j JIWit ..... Lstu .. ....,tM 
.......... 1 ..s.u.~ ... ... 

ca-J.;r. 

IE • ....., flltM hi i• 

... A. •• ·-·-· .,, 1 ...,.efDllss••• 

... fll~ 
1.- _,...._ lsUAa Is P!fiu 
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....... . ,, . 
• -- ..... ., ~ .. lit .... .,.. .. ,, ....... - ...... la....._, ... 1 =·" 

-u ... -'' et-.r d vd'fs ' H ..,a,o I • ... U'f wwt.w te,.. ~ 11r * ~--- • ....... ., pu • 'fit i ... ,. ,.. lt.tlt 1a tllle ............ ISji II 1 
,_ s·d I at JwCs ' '-'- P<••• llr kJ7 ..., ........ ,.. ......... - ......... ,.. t.nl""'-­,......u... u,. 

I a.n _.- tM -.u- ~,...,. •• .. nat .. Sa~ 
tellt~ 1 .._ vtt'ac .._. ..,. et 1 1 .... Sa tt • 
tiiiU ...... I llaw W'P ...... &I WI M et _, lr:llli 
..... _, ... M .. ei...,..._ Qa ....... ..,. I ... ...,.. .. 
- .......... Ill •• 18 te _,11ft .U ....... Nlatia& .. ........ ,_ .. -.lot .... Sa .. ,...ue l ............... Sa 
.. ,_el,ulteet. .... ..., .. 

e.ee - ...... et ,._ I C ' n I "'II .... 11'11-a 
• ltftee er • , ''"~'• t11 * cw: ,, au• ta • .._ el * trl F) t pa? .. _. tM I' 'e1 s.tt• 
tt.ael*la,.._*~ •Nea.nt. ..- ..... ....., ----- .................. .... 

.. •11· 

•••• ...,., ~ .. 11'1 , • 

.... A.... ' •.. 

.,, , a.N ttl Dlzsat••• .... ., .. .. 
~-...... CIIUiwldA. 

·~ 
f. J~ '4 l 
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1.08 APlll I!! CAI.tr ~ 1 19)1 

.,. lall' ICIImftiUIJ 

19)1 IIJt 2 .. • " 

IICIITU! OP "''IIIII 

lift UC&XtiiD OO.Pf 1ID.cai L&Trlll OCI\8ia )01'8 All) tuft PO!ICUL&W 

.wtCID IT!IIS C P.IOI 1 I PAC!& ) P B Alii 1 P.IOI 4 J)Oft YOO !'Hill • 

acurur !'IIAT tOOl oowtlJOID 1Jn.UIAITiiD All) 01~ ~mA~IW 

BAS QOlll PAl IIKIOOH I lllllf 118PUJIULLY .liiD !IIPUTICAU.Y PIOftllf .11111Illft 
SOC3 n:u.t biiDiSEilfiD II7!IQICI8 18 CIMC.U. CIOioUITS lmlP II Till 

liST S!OI' ar r W!JD OOIID1TIOII8 P18 1118'1' 11!01' I!PIICIFIC AT!IIITIC* ami 
Giftl PAll n.GIG l1e C. P.ICIP'IC 0DAaT SI'IIP llmJf sm7P All) cml'ai.ITIC* 

DIYICI lilT IIIIIIID ll'fQP UPILIA'I'IS lOTH 11110fUG ID 10 iM WIJII 

BC)OiiiipiJG 11101' SOOOEST tOO ClJICI[ APPILIAT!:t! IU'f 111 POdi.OD 

1110 Uil tllliiii AIID 111:rt 1!D IIIII 1'1III OI*PAII !'0 IN8tiMIO!I 111 
IJI JIUif 1D Yell Alii OTIIIIl 8!1TIS All &lftartJ» tOO IILL Pnll TIID 
PIACTICAW PIJGI&f 

• 

1 t GIADIII 
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1-a.r 1, 111e. 

Dial' Kr. O'e•n'nh 

n. t..,. ODAI terl or '/OUZ telopa or l cw-r a, 
a44NOoo4 to •• ..,.. •oa tllat in oNlJiaF'f oil••--• it 
w.l4 not •r1t oi\Mr ..Cowle4poel11 or ropl'l• X • 1orpollo4 
to writo to YO\I ocly by \M llope that tile ko\1 .. nt perooaal 
'1'1\liPOr&\iOil 'Ifill ..._,_. 1A Wo \olo~ .. not rop.....­
'f<Nr oono1dore4 jMI \ bu\ wro p.-ptM 117 -.n.r., upr 
&t -.t 'Ifill took to • .. •«Mot ..,... y <Nr 1""\1\latiou er 
7C0&1'00l.t poro-UJ• 

X bor.'I'O Do\ 0- \M "Ill- lottor" Nt.ri'M to 1A TfiV 
tolov- a4 I bor.4 M\ prw'l1. .... 17 tn- or 1\o n1-.. 1 
kMw DO~ about \bor. o'-'-'>to _.. in it or tbob· oow•• 
1 .... &>~tbor1 oo4 no 41ooloouroo or a:t ldJI4 •-t UJ 'borlll1115 
o1-t1ano, 0111 \bor. oontrar.,, X a.. .. enjol.noo4 tbo otrt-t 
MOroO'f u to U7 u4 all •ttoro N l otilli to M nlr1n& Wldoa 
ooul4 not, 1A \M publio 1ntoNot, bo 1o.- 1a tbo tora nt 
Jllll>lio ota~o. 

!Mre an •"-n ot CN"N Ufer' PM pnttac bet r 
tbo ott1• or \bor. c-'rol lor or tbo c:un-..,, aiell 1o a -
...,. ot \bor. rrouuy 0.,. t, oo4 tile n-1&1 I.Dotl~­
ot Wldol> 'Ifill oro \bor. roopu.oiblo baed, Let u not -'4 tile 
•ten 117 poro.al ~ 01' ...,ut obor.rpo, 

lt.n.rolJ, 

.. ••F'I ot ... ,........, • 

.... &. .... _ •••• 
c..J-, ....,. ot Dlroe...,., 
lultot-r1-. 
1oo ~lee, Wltvll1a.BIO/ ah 

15 :1 

Regraded Unclassified



rrr~ 

~~·~ r r· :, 
iJii 
c; • E , ;· 
I • 

r 
! .. 
i 

J 

i~fi 'l'~f~ l~li''~ r ,e 0 ~~-~~~ at 1!~i 
~~.~~ j~5!1pH ~~~2tii ~ 
a!i~a ~~t[JHr 1liit.:r f 
:~1is !:ixHfl [l~a 1 :~i i iH ~· ·~a.r8 • ~:it!f~5l -
~5 ti is~i'~! "rJt~ It 
!f~aa ~~C.If.f sw ~~&~ I ~~ ~=if~ •Jbf wo 
i :g Ff!"f!~ f•!f i: 

~lr I l(igfl a;~~;~ 
• lil'f ~. ~'~~~ ij~l i~ 
~ w(fSl i;s:f( l£1f~!! 
~ ~-~JI ai}(la ;~:~3~~ . :ilil ~a •• ~ !1!~~~-

~Eii :~j~Ji ~ ~H ~ 
l(:f :fa!;: eli1· ~ 
~~·f l,!(;~ =Glit~~ 
~' ~ i =l t ~i-

• 
I 
~ 

• • 
i .. • 

,.... 
C.i1 
(\) 

Regraded Unclassified



....... 1131 

'l'IISo •nlllo!f "' ol ...,. o 1 olook lleovo. 'fltr1or, ou,._,, .,_, hlq, Dllttlol.A ud llalreoa17 ..t wtua .... ,.,. ,..,..,... ow. .... u ... .., a1• to -sa. 
\lloe win ,_ llr. Ot-.t. 

l - ......... """"'- _....... lll ,..,_ '" .... ,.., ......... -· ...... 
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,_.. to toel \loa\ Wa \11..,_ -'-it loo ....Uod la 
a ..... , .... - · -, ,..... ntom• u to tile ""'"'rta\1 , _ tor •-· o. 11\tor 'IIlla .. 14ft • ..,, .. 
npNMa\a \!Ia\ <rlowpolat, '-1 ot •• toll ftt7 i\fta,cl7 
\lla\ ,.,. oboald .. _ u.o wtro reveou os- U -
.,....,lJ ............... wl ............ ,... 1 
al• tnala11 ee,7 ot llr. It-t•"• tol..,_ la ..,._ 
\loa\-- retroa,..... _.,. 

Wlla ,_ •.U •• tile to1e,lleao ._....., .. 
- .. _. Ulh ••tar tv\ .... 

lt_lJ,....., 

~Me~Mlo ._., .. .,....._, lr • 

..... aU llloe\ ....... left 
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T&UOIIIA.ftH o m ca 

] w W 133 NL 

LOS ANGELES CAL l~ NOV I 19}8 

HON HENRV MORC ENTHAU 
SECR ET ARV 0~ TREAS URY 

19Jauov 2 All a 43 

J~ST RECEIVED COPY WILCOX LETT ER OCTOBER }0TH AND HAVE PARTICUL ARLY 

HOT ICED I TEWS C PACE 1 8 P ACE J ~ H AND I PACE 4 DONT YOU THI NK WR 

SECRETARV THAT YOUR CONT IN UED UNWARR ANT ED AND U~UBTI FIABLE 8MEARINC 

"AS GONE f AR ENOUG H! I MOS T REBPECT,ULLV AND EMPHAT ICALLV PROTEST AQAI NIT 

SUCH WHOLLV UNDESERVED REr ERENC ES AS CRITICAL COMMENTS SToP IN THE 

WEST STOP ALLEGED CONDITIONS ~AR WEST STOP SPEOI~IC ATTENT ION BEINQ 

~I Vt• r AR rL UNQ ETC ON PACIFIC COA8 T STOP 8T UDY SETUP AND CORPORATION 

.--
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7w/2 

DEVIC E NOT DENIED STOP Arri LI ATES 80T H 4NHOYINO HEW 8DDKKEEPIHQ 

RULES AND DEVICES ETC NEED FDft PROMPTER CHCCK SOW£ SL AW£ INADCQUAT£ 

BOOKKEEP ING STOP SUOOEST YOU CHECK Arr iLI AT £8 WEST Or PORTLAND 

AtNO AND PHOENIX AND ~ UST SEE HOW T~EY COWP4 AE TO INSTITUTION or 

NEW ~ERSEY NEW YORK AND OTHER STATES AM I.TISr iED YOU WILL riND THEM 

PRACT ICAL LY PERFECT 

• 

A P GIANNIN I 

g22A 
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Dftr Ur, 01aMWo 

The tone on4 text of 'jOvr toloovaa or !low:~ber 2, 
a4druaa4 to ae , ..,.. auo.h that 1n ordin..,../ o1rouaetanoea 1t 
'001114 not morit eitboor a.otnowlad.,..nt or reply. I • 1Jopelled 
to W1"1 te to you oal:y by the hopa tho.t the taotioo or peraoaal 
rltuperatioo "JOU a4opted ill t .'ll o tolocra- 4o not ropn NDt 
:yONr oonoidored Juc!6'111"t but wre p"""pta4 by -tuy a.n,;ar 
at what "JOV took to be m attaot upao your inatitutiona or 
youraelr pe nona lly. 

15() 

I ban not aaon the "'IIUoox lootter" ratarred to 1n your 
telavaa- I blow noth1ll; o.bcalt tbo otatWnta ::&de 1D it or 
thei r aouroa, I ha.,. author 1- no d1ooloaurao or o.ny ldn4 
about ~ bonkin& a1tuat1ono, Oc the oont rary, I haYe anjo1no4 
tba ot r1oteat aooraoy o.o to my on4 &11 •ttara rol o.t !.n,: to 
b&nk1"' whi oh oould not, 1n the publ1o 1ntaraot , bo 1oouod in 
the fom of publlo ato.~nte. 

t here &r o ao.ttara or era ... 1Aport&noe pe...Un;: botwon 
tba otrioe of tho C<aptroller of t l• Currall4:y, •Mob 1o & 
buraiW or t he TraaourJ ~t, &Jid t bo fin&noial l.nat1-
t1ona or ""i oh 'JOV ..... t boo roopond bla boad , Loot U O tiDt 111.11141 
the •tara lr/ peroon&l. ~ or unjuot oharpo. 

ur. A, r. Giannini, 
Cha1,_,, Board of £l1raotoro, 
Bo.nlc or Allori•· 
Loa AA~;olao, C&l1torn1o.. 

Sooratuy or t bo Trauvry, 

\1\ Vj .J.M /(~ 

) 0)1 "MJ 
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Dtor ur . Oiaon1n1: 

li'ho tone Md text of your telegram of llonmbtr 2 ad4reue4 to me are rach 

t~At in ord! nory c1rcumet aneeo it would not mer i t tither acknowle~nt or reply. 

Jt·rt.n1l,U"D'"d'*lr• D 'QM I am impelled to wri te to you only by the hope 

t 'ot the tactic o of poraonal vituperation you adopt ed i n t hi o te) egram 4o not 

repreae~t your conlidere4 Ju.dpent lwhwxp<baxp;"""Ql!IIJDPIXII:IIDZD.•IJ"IXIC'baoa•z••a• but n re 

f Tccpted by ..,,,,.,t&ry ancer a t what yoU t ook to bt an a ttack qpon your lnotUuUono 

or youraolt poroonallJ', 

I 2 ·n not • ••n the ••11cox l e tter" ..,...,.+-n'QP" referred. to p. in 70ur 

tel•trn"· I mow nothin;t a bout t he e t,.teme:>ts cado i n 1t or their eource . I hen 

no 41acloaurea o! any kind about &ey ,ll'tteai-3 banki n& a1tuat1ona. a 

~ On the contrary, I have enJoined the st rlctoot oecroey ao to any and all 

:::e.ttero reb.tlng to banki ng whi ch could not, i n t ho publio interest, be !oaued in 

d 

e l.lllptrtance pend!"" be two en tho off ice of tho 

Co~ptrollor or U10 CurroncT , which 1o a buranu of tho '!'reftoury Department , and 

the f1onnc1al 1nat1~ono of wbioh you art t he ro,ponoiblo head. 

~ : 
the waten bJ' peroo• el an1llmo or u.'ljuot c'harpo. 

Sincart l Jf , 
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~----------------------

TELEGRAM 

11r. A. P. Giannini 
Cba1rll&l1, Board ot DU.Ctcra 
Bank ot AMriea 
Loa ~.nPlea, Callfonda 

----------------------
O..ki4JL4,.. _____ _ _____ _ 

.... ___ _ 

I have :ree.i-red your~~ UliJfUT'ant.Jl•Dfl "ad' ea:Yitt teJ.ecraa ot 
JoTtOIMr 1 in Hprd to tbe I'Ucoz lot t..r. 

I ban no ocquintence with llr. l'ilcox 1101' be.,.. I I'Md tbe I'Ucax 
lottar ot October 30 to whicb 7011 r.ter. I ba.,.. noitbar ci~ _. 
ban I authorised utr otber freatNr7 otticial to &i.,.. 11r. l'ilcox or 
&Jl10DO l lU OllblJIO ot the Co....,..nt OJV 1Df01'111ltiol1 wbatiiOift%' in 
rocard to t he be.nJdtl& aituotion in tba 1'11t or OJV other ouuat 
twtnkina attar. 1 ar hen r •v 'mc='dft vW:th waiSIIW ' t n· 1 0 
MHey• tbat the •••teua'u tAlogA .., W in ""*" Wl.laez lelbw C&lllbud 
tr011 tbe !twew; . Accwctttc]3: 1 I Mud 1 •e a se;eactbWC) !Qi 
t ho •*'*'Mo*e rM ot ,.-.,, • ]1a1· ·r· tte*'fr· t a.. tAt IM:ua :twt= 61 
~~ i~~ 
A• tee •• I • ISUSWs:w4 yaur uaertion tbat I or 1.1\T other 'fr~ 
otf1o1al b encace4 in ·~· a:ri1f person or inatitution ia' witbout 
touod•tion.llnd I dwut ttwt )04 fwaleta a a:o J:olOIELiAlaa .. ".u •••• 
Sa ra~xr-=f!tteee1ra wW.eh ,...,.t•l yell •• n· k· r · ' 1 • I '" , 
t•·t 1 1 tOw CPI*Oii'liti itiPII to i tcp scats ,..,., ... if t.M slla .. e 
o•n be ~., ... , . • ,, 

a • .:lllli!IITIIAD, 1r. 
Soeroterr ot tbe !'rwa8UI'7. 
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.... -~-- .. .... ,.,_ 
-~- ~----------------------

TELEGRAM 
.._ __________________ __ 
0.. AJS_SU4,_-----------

11r. t. P. Giannini 
Cbaira&~~, Board ot Di.rectore 
Bank or AMf>ica 
Loa AJlColoa, Colitonda 

.... ___ _ 

I b&ft rocoiftd 7our wholl7 -.....ted tuocru ot llcrftllber 1 1a 
rocarcl to tboo wilcox letter. 

I haTe no acquailltonce rlth llr. Wilcox nor booft I road tho Wilcax 
letter ot October )0 to which 7ou rot.... I booft DOithor giftn DOl' 
haft I autbori&od 1zt1 other 'l'l'ee.B11r7 official to Cift 11r , Wilcax or 
aeyo110 dao outside or tho ~t 1zt1 intOI'MtioD wbootoOOftl' 1a 
record to tb& ho!!ldnc eituation ill tboo Weet or IUt1 other be.nJr:1Da 
• tter . 

I o\U' aaeart1o11 that I or IUt1 other 'l'reaeury otticial 1e •11Piod 1a 
•a~~~~rin&• arcr parao11 or illetitutioD 11, or oourM, rlthout fcnmdatioD. 

B, llliiO!Iml.lU, 1r. 
l!ecretarr ot tha 'l'l'ee.eurr 

) 
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I 11oft nMl .... -,- ..U, --nnu•W '-lrlftL el .... , .. or lla .....,.. -. t.a.. .u- lAtw. 

161 

I baft M ......,...-.- wi~ llr, .U..- baw I .....S 'ba IIUea 
~•• ot one• lO te diu , • ..r.. I ...,. net~ 11- -
-I nt.loloriMII .. et.Mr t.oo 1 ottieial. \e lift llr, WU.. • 
,.._ alAe ~ ot \be Oeuw ' .,. lei-U. ..,.,., ow Ia 
........ "' t.boo ........... u .. u. 1a t.boo .... 01' ... ~ ....... • u .... 

,_ &IIN'UOD t.boot I-.. -~ !naii'II'J' ottie1alle _..... Ia 
·~ -. I*'"D • luUW\ioa le, et -· wit.boon t ..... U... 

Regraded Unclassified
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•• A r ), 1,. 

•.•. '· 0'-'•' 
Qdnoa, ...,... et ~~tnew• 
Jlulkot .a-la 
J,H ...... , •• , ClaUttnia 

I baft M .....,Sa\a- wUia ... WU.. - bew I r...t \be WU.. utw et one._ JO te ft1ela , .. ••· I ... ,.. oai\lllllr 11- -llooft I ~ - e\Mr Yl"u I etrl.aU.l. te lift llr'o WU.. "' .,.._ ol oo aoa\dM ot , .,. Ck;;w \ .., Jat-Un -tneuw ill ,..,..,.. te \be .,. ...... , .S.'-U.. 1a \be wen or ..., nlllllr .... ,. atw. 

r- oao.n!Oil ~'I •.., ~ fnanr7 atrl.etalla..,.... ill ·~ ..., per-. • 1u\UatoD u, et -· wt\laood t...,.U... 
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Ire '• Pe Qleeplet 
CIIA1nu0 ._,. et JlineWI 
.... et "-lla 
J,M .... l .. ,taut...sa 

... ' • '· ltJI 

I llaw ..-1 ... .,_ ..U, --•,.w•WW " ' pw ella: a•lill 
....... '- \M wu.. l.nt... 

I ... ,. • ~ wi._ .... WU.. - llnl I .... \M 1U1w 
~.etw et o.t••• .JO te *"' ,.. ••· I -.. ..ttMr 11- -lln'l I ~ _, et.lllr f» I .trlllal. te pw .... WU.. • 
-- 11M ~ el \lot .... ' .., lat-U. ..... ·= ill ....... " \M t , ,,. llti&U.ill \M 1M\- ............ .. _,..,., 
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I- llo...Uoa '-' I • .., ..._, 'lhWGJ etr1aial. 11 nspae« ill 
·~ .. par-. •t..UWUae 11, et -·ld---, .... u.. 

• Regraded Unclassified



..... '· •• 'eS .,..,_,,, _.. ., ...... ... .,-.sa 
..... I • '"• e.utwlda 

t lloW nw1.,.. ,_ wlleJ,Jf' -•n ... ••WW te• srw et •s : w 1 Ia ........ --..u-,.. ... 

1.64 

l lloW W 'It 1zt -~-• .u-- -..1 ... --.. li"­
lftW et 01'3 el 01 J0 te ..ull rw ...,_, l lloW .. ._ ll- -
...... t ens$' , ......... !i" ' etr1eSal. .. -- •• ..._ -
..,_ &1M ......,. et \M •r• ' -. w-u. rt.t a 1a 
........ --.. t , ... --"- ................. ' ••• . , ... 
r- .....U. *' I U' ~ .._. !i"ewa» ettteial u 1 pt Ia 
·~ ~ ,..... - iMU'-liee u, ., -· ..... ' 7 

.... 

.. . -,_.,, 
I I u?o:o.T et - ~ 
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Ill', A, P, OluaiDl 
CboU...o, liMN or DineW. 
.. ,.. or AMrS.. 
t..• Allpleo, C&Ut101'1da 

I b.•w r-l....S 7w.r •..u.t __,.....\elt ~ ot .....,_. ... 1 b 
,.. .... "'\be lrllaa lotter. 

I ban 1M ooq~~&iD\a- d \11 Ill', IU.. - how I ,...., ~ tU.. 
uttor or o.w-.. .)0 w •blu ' "" nr.. I 1 ..... ... tu..r ah• ,... 
ban I 11&\Wl..,. amrr otb.ar,..........,. ortlolal \o pw llr, lllloc or 
...... oleo 01:1\.U. ot ",. Oouw ow\ &QT w-uOil . ... ,_ ... 
"tr.rcl to t l>a boa!d .. 11\uU... 111 \be l u\ or •er o\llor baJit1al 
M t.W. 
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, _ aunUon \110 t I or • liT o\ller !Honrr otrhla.l ll naaaect lll 
0
- Ul..,. • liT .I*'OOD ~ lu\1\1&\i oo loo Of -··· wl\b.OQt t ....... \lllllo 

a. miiODTIWJ, h. 
low'o\o17 or \llo ,.._...,. 
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FOR THE SECRETARY: 

Yesterday I talked privately with three 

members or the Reserve Board, McKee, Ransom and Szymczak, 

about the aank of America situation, I aaw each member 

alone except that Elliott Thur ston came tJ'Ranaaa•s 

ottice before my talk with h~ was well started. 

The only hope unanimous amob& &11 three was 

that the probl~ could be settled between the Cocptroller 

and Bank without involving t he Board. I could not tell 

definitely whether this feeling ie so strong that these 

throe members would vote agains t the Board hearing the 

case once a certificate against the Bank was presented 

to the Board, but I believe that at least lloKee and 

Ransom VIOUld be 1n favor or a hearing. 

~cKee , because or his RPC experience, knows 

~ore about the ease than either ot the other two. He 

is the only one who said flatly that Giannini •certainly 

rob ued the public", but he also said that Oienn!nl baa 

lltproved the bank &reatly a1nce the banking holiday and 

that "Giannini 1a the only one who can straighten the 

moss out , and nobody else had better try." !JcKee beli eves 

that oomebody not involved in t he current d1sousa1ona 

could persuade Giannini to cooperate; he doesn' t know 

who or how. Be says the only two pereona with unfailing 

1ntluence on Giannini are hJ.a wife and aon. 

Regraded Unclassified
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The real estate problem or the bank McKee 

ohru&Led orr saying it was hard to appraise the real 

os tnte . To criti cize concentration in real estate 

1Jht appear ln the publi c mind to run counter to 

Adm1niotrat1on urging that banks go into this field, 

o said . The Bank's dividend ~ol1cy and lending to 

.rll:ISI\."lerica evidently impress l.!cKee aa a better g rounds 

:o:- oooplaint. Believi ng that 01ann1n1 baa "robbed the 

public" to build his 0 e!!!pire• , llcllee points out that 

u1ann1ni bas never been greedy for money, only for 

power . He also believes that any public proceeding now 

will raise the questi on why the Comptroller's office 

tolerated the practices 1n 1933-38 and wby the penalty , 

1~ i nvoked no" especially since, in llcKeo ' s opinion, 

the Bank has i mproved si nce 1933. • 

Ransom, who first had trouble with 01ann1n1 

and later worked with him on the liRA bankers • code, 

oaid ho was inclined to believe from that experience 

t 1 a t f lmness and patience would bring Giannini around 

eopecially if he could be made to 81 t down in a room 

and c o ovor t he problems . He aaid that he was sure 

tha t there are reasonable people both in the Treasury 

and in the Bank -- even if Giannini h 1JIIself 1s not 

reasonable. There1'ore, he e:xpreaaed the hope that the 

'"attar woul d be eettl ed between the Treas~ and the 

167 
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Bank• ~'hurston contri buted the observati on that he 

thouGht Chairman Eccles disliked a section 30 proceed­

'nc boceuso of the opportunities for delay which i t 

offorod . 

Szymczak said be was worri ed about the effect 

a lone hearing , which would become known to the public, 

wo'J ld have on public confi dence in banks, espec1.ally 

168 

wo3t coast banks . Therefore, be bopoa for a settl~ent 

between the Treasury and the Bank withou t public hearings. 

lio added, however, that he found Giannini dictatorial 

and unresponsive to any treatment except firmness . 

I will try to see the other members of the 

Boo.rd soon . 

ESD 

Regraded Unclassified



November 5, 1938 

FOR TKE SECRETARY: 

Mr . Taylor arranged throu£1b Chairman Eccles 

for me to see t ho Federal Reserve oXL'IIiners and lawyers 

who have boon handling tho Tranoamorica eaao tor the 

Board, and I met with three ot them Fri da 7 afternoon. 

A.lthoug)l tho BoLrd baa warned Tranaamerica 

of tho legal requirements it must moot , tho Board haa 

not boon informed b7 Tranumorica or &n7 specific plan 

for c~pl7ing with t he requirement that tho campan7 

oithor (l) cease to be a bank hol ding company or (2) 

divest itself of all interest in aoour1t1os companies . 

If no plan has been presented by November 29, tho 

deadlin e, the vice president of tho San Francisco 

Rosorvo bank in charge of examinations baa b een in­

struct ed to find ou t what the situation 1a and report 

to tho Board, 

One of tho lawyora present Prida7 oxproasod 

tho opinion that, if Transamorioa failed to eompl7, 

tho Board would be morally if not logall7 compelled 

to revoke tho permit under whioh t ho corporati on votoa 

ita stock 1n tho Oregon and Nevada b~. Tho other 

Regraded Unclassified
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lawyer, however, pointed out that this raYocat1on 

could take place only a1'ter hearinss and 111Ueh argument 

from Tranaamer1ca. 

- --- --
The Board's recent activities on this problem 

are aa follows: 

Last Spring the Board reminded 'l'ransamerica 

ot the necessity ot getting out ot the banlc1ng business 

or the seourities busi ness by the end ot November . 

'l'rat~ samerica in1'ormed the Board that it had d1veated 

i tself ot one ot ita securities oompanies, Bankamerica 

Oompany , by selling 1t to Y/estern States Corporation on 

December 27, 1937 . 

Western States Corporation ia a mysterious 

creature. One ot Tranaamerica•s subsidiaries had put 

$5, 000,000 into the non-voting atook ot this corpora­

t ion, thereby turniahing the money with Which Western 

States could buy Bankamerioa Company. But the votins 

stock ot Western States Corporation, which has a par 

value or only $60,000, ia held by peraona whose identity 

ia not lcnown, and the corporation itself wa• tol'llled, 

according to the Federal Reserve ex.a1ner, b7 •tour 

stenographer•. • 

1?0 
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Because of these circumstances, the Reserve 

Board told Transamerica that , in t ho Board ' s opinion, 

the company was not complying with the law. The Board 

he ld that Tranaamerica may have diveated itself of 

"control" of Bankamerica company by the sal e to Western 

s tateo, but "ownershi p" of Bankamorioa company still 

ro::a1ned with Transamerica because of its heavy 1nveat­

: ent in ~estern States non-voting stock. Transamerica 

"as so infor:ned early in June. 

The Board subsequently hoard t hat Transameri ca 

was sticking to its original argument, and the Board, 

to be as definite as possi ble, formall y ruled in September 

that Transamerica had not divested itself of i t s interest 

in ankamerica Company. Transameriea expressed surprise 

at the Board ' s ruling but said it would endeavor to comply. 

It asked the Board's lawyers t o suggest an acceptable plan, 

but t his request was refused. 

llo further official action haa been taken, but 

newspaper stories have said that Transa:nerica has also 

sol d its s tock in the Oregon banks to flestern States 

:bs Corporation. I f i nd ...... iiil.a sale reported to the SEC. 

One or the lawyers pr esent Fri day said, if those reports 

are true, he eJq~ects t hat, when the Board oheoke up on 

Tranaamorioa at the end or tbia month, Tranaemerica may 

claim that it haa tur ned enougll or ita b&nJc a t ocka over 

Regraded Unclassified
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to western Statea Corporation to eaoape the bank 

holding oompan7 ol&aairioation. The Board will then 

have to determinez (1) whether the aale or bank atook 

t o Western States is bona ride an4 (8) whether Western 

states Corporation itaolr baa not become a bank holding 

ccmpan7. 

1~ 
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Pereonal 

THE WHITE HOUSE 

WASHINGTON 

Poughkeepsie, t:ew York, 
llovember 6, 19:18, 

!!eJ:~orandum tor Secretary Horgenthe.u: 

I abould like !or you ·to see thls . 

Please return tor cy tiles. 

~ 
M. H. !t.cintyre 

Secretary to t he President. 

01llnn1n1 letter Will enelos.@\t • photostat& 1n 
Diary . ll/lS/J8 - ~s 

Regraded Unclassified
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IIJ:I() RAil DUll 1'0 R 001.. lloliiTI RE 1 

I baYe read the lener t o Jt11l fro• •r. !a&M11l1, 

4&\ed loYetlber l, &114 .. rehJ'II1111f U herewUh ror 

J Oill' ruee •• requee'-4 b7 '"' 

RIIIRX IIOROEIITIIAD , .TL 

175 
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...,~ roa GDJ.. lleDi'IMa 

I ......... Ule 1•"- '• ,_ ,.._ ... • 'pt 
0 

..... • , e •• 1, ... - Pete ,. u .. Nd .... 
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A\ '""' Jlr, ~~ -.lW !Ra ... lrt 
2 

II te ...,_ 

- tat * ~'- ttl --- ......... ttl - • ., ....... ., ... 

Old.oDr:I.Jico wilD, Jlr, ... u III!Po W I w a ~ pot ... h-et-

tu. •IW>Il ia o-• r .. , ... az ' 111M. •· a-D ..w *' 
ta o~tw ia ...u.s~ • ' a 2 

~ ttl ta _..,_ .. ttl ta 

1u1t u111 uat ua •=s ' ia -' lldJII ~w at .u. '-' 
oqeot to aw a l.nW r ... ,. .. .-~ .. tau. w ta Nl ._. a\ 1t11 -u.c-ht 2 ,. 

Jlr, .lllla1\ 1111P liD ........- to _, ud \liD: wi\ll Sir • .ll.lea 

Old.obriaJ '1111\ U&\ liD (llr, :a.al\) ia ..t 1a • \liD JnJIU'&Uaa ttl 

t•JAtw. 
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au. t - a-a111c \lie b 1 

M llo4 W wi~ .6. J>, 1*-••• Ja *iU .. _,, W MU llda \W 
lMilie o..n .r\clllll O .. flllr- ... lir •.&. 0. "-'• f!-tpt 0 

llolMft.'" !lb..,_oriAa .... -' ~' ..,. •1-.n\!Aa w1~ \!Ia ''""' 
!lie •-'- tv\IIR Milt tile* lie W - ta \!Ia 

·- ., -.n.a • ... ' ....... .., ""' .. ~ - ., \lie 
._. el , ... USa Cl..n ..,..pp 011111 IS - alao I \at wi~ \!Ia 
-· •"""- ... _ ...... o.,_' .. 'llldU" I IAa Ia -
oollS.C 'M*:o .... -1\loo II I 1 ... 

r .. us. a.... .-.. 1 Or ; 1111 lbolt Ia • ""'"_. 

lip OO!IIflllr - t4ljC el \!Ia .... 1a \!Ia Ws-1 ... el ..... '" ..... 
,_ ..U., .... .,. e1 \!Ia Jl:lft ... SaMl Jla8 el ~ ftr I• 
Ill eMll el \llaM Nib \!Ia lleU!Irp el ,_USa 0Mn ~ 0 I I ... ·--q ..-1 \llaao el b IIAao 
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November 8 , }g$8 

~t~-~e Secretarz: 

You NY want to eee t his letter from T. c. Tilden, 

V1co Pr ea ldent of the Anglo Ca11rorn1a National Bank, who 

has b een described as •a blaclau.111ng Vice President. • 

Opm 

r.nc loaure 
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1'111 llQLO C!~IJOIIII A IAfiOI~ BAlllt 

c 
" , 

f 0.'-'-~ 1 9'. 
rr, "orU•or Pl oliiiMoker 
Sal\ Waaoloeo 
Colllbnla 

Deer ~..,.\._, 

Ia • ...,10\1 ... witlli(T 1a4•~· "' tile lut, -u..w 
1u .. l.:r 1o tho .__. of ta. loalr 1~olt ..S rita! w ~P 
iftWr'H\1 wit~ ,. .... , •hlo.\ • t.o ...... l ..... be&rlllf .... ., _, 
tlt\U~cial e• rtU I"" ..s lo7 ...._ :Jt mtoll J u aleo llei.Ac ,.,., .. 
out la t.bt tarnblo Wlc- rMe:ttl.7 s..n.t 117 tile IIIIa ,_,_, 
J M•o \llo 'oUowlDr to off• &o u oxplaaaU• ..s ~1 oolllti<a 
tor .,. Pl"'"1•. 

JD&1811Cl1 00 u,,.... •- •-Mr:r to tlthr P&7 'ep ttl' 
1••• • t.bo l.utUuUon to whieb I ban d...o\od o llfot l.M, &ftl! ao -
toner l """ do only If I c(IIJ1d 'DJ'•ft l ItT lDtoq1o..a\o •1\11 ,...,, 
l aa t ol nc to &I'< 7011 It 7<>U •""ld OOIIddll' biQolDI ut ll1 lD\onet 
ta tho roU""IDII -~rprlou, 1o 11bich I ban tna1t \be -\ of 
oono7 oot oppod\o oacb• 

Tilden Illftot..t Co, t9lt'llll.26 
lfNtora .IMrlcaa llalt,r Co , ('Ill 

....... !aft) 6,, 826,00 
.r.aa NauOII&l. ea.,. c~ ..... , 25,ooo.oo 
5,., ~ at . ._torlu "EIMbU 
hlldloc - appf'Ol!Sa tiT "'·ooo.oo 

lut\lo ' •llo7 L&lld co. 1/61.h 
lDtorut 1o - apt!TOda&tolr 
u ,ooo ·- loft- s•,* .oo 

I u r.u,. - ..u a ..,.. or ,._.. problaca a nd -
• .,.,.of both, 

lto .. l'lllnc tllo otber .. ,'-" rof....-..1 to In tao 
b .. laor•o 1\oport aDd t or ..tlioll I M lolDtl;r c b&rpol "'> wttll, 'f111-

• 

llebm ....._ 0.... c..paq 
Dod .. LM4 o.. 
su- loud a. • 
... ..._ -.n- IMltr eo • 
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t ....S ut .,..UJa aor ~..,.. \loa or1cJa Hr \lot-
,, '"''" ... ta. - JIN4~'· ..,.., ........ to 111(1 \loa\ \1o1M 
wo ..... ooo\ • .....U.r t.n- - ta IIM!U• 11e a 1.,. Sao 
pou-\ or _, -'< ...S ~lU• Ja \lot loek .- t• *lela t11a 
llluiMr • 7• I • - 'lleial pal4 a ... - U•• 

1M r--s ........ - """ *'• .... 1 .._ •IJ :ot "" 
,..,,_,. • ...-! -~- ._ I - 'MJac paU ..._ u _., 
t ut~at ...... ....- .,..u • 1n or_,, _.U•\1• _. t1as. 
palo .... ,. 

, .. ,ll eftl\ \ha\ loool tq •-• o..S ..,..._ ta..., 
a.t \on ...S • ~ _,_ -., be\t.r U e-.4 lie ...S 
rolloloed, a l.ot or 8IMIF ..s VoelM ~' .,.,.. ""- aaftd _. 
, ... all or wllleb tao r--t-·, 101\lln\ 011(1 ,...... _.._u .. , 
-0071 I ... eWl ""lal ,.U a .... - al..,, 

I •Ul ao\ a\Ued t11a lpMial ... ., .. all :ot t. tM PJ.,... or ,...lJII .ted .... , • t.U... orrs-, • -.r tM 
al~~ 1 fool I onld ...- ...,., wall 4o •• 

'·c. tme; 
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... ....-c.oo-·..., 

C011pt.roll ... of U. Cw:caq, 
TI'OAS1D'7 Deparbent, 
hthin&t.oD, 0. C. 

Dear Sira 

.... --~ 
IO'I'•ber 9, 1938. 

At the direct1001 or the Boarcl or Directore of 

l!&nk or AMrice • • T ... s ••• , I .. IDCloal.n& • cow or 

a lett.r which •• read to the Board at ito replar 

M otinc held todq. 
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c 
0 , 

r 

• ..... ..._ ..... 

... .._.. _ _,...,, .. __ 

u 
0 , 

I 

... ' 7, 1931. 

1r. L. • • Q1.am1n1 1 ~~ 
11u1< or '-rioo. • · '. • a. •., 
San h'uoi_, c:.ut...U. 

Oeu" 11r. Gtewt nt 1 , 

total an actu.J. u.c- ot u. 'lrt.lllt tar tbe aoDt.h ot Oc:1.ober 
•• $2,482,000 be.tore proYialon tar -u~&Uon ot "--~-
aDd dapreol.aUon on be•lr1.,. I* '"'• 'boat a.tter ~ tor taN aDd 
all otber IXJ>IIll••· TbU 'briQ&a U. total •t aot\1&1 1Dcae tar U. 
tan 80ntu• period aiDoa .1~ 1, 1934, to . 20,329,000. 

On U. taw ot ten 80Dtba' aot~~al w ... aDd aatiataa tor 
NOYellber end Dacubv, it 1a eat.iatad tlw.t tbe total a ctllal 1a-
cooe tor tba 7e&r 1938 will be • 25,125,000. 

or tbe •tl.atad total of ~.us,ooo of •t actual iDe .. • 
for tbe year, f9,020,000, ar apprad.-ta]T 36~ w1ll b e allocated 
to prOYide tor tbe fll'ita-don of .... to. ru. prOTiaioll w1ll 
1nclude t ba toUOtliJI«a 

Loeaea aa oluaitiad in ezaainaUon r eporta 
Uortii&UOD ot bond pnai,.. 
Depreo1aUoo on banlr1nl ...-11•• 

.,,900,000 
2,000,000 
1,120,000 

Attar ~ ot dJ:rl.danda a80UDtinl to f9,600,ooo, or )81;, 
An:! the allocation ot $1,200,000 to npl07111 under the protit­
aharin& bcnua plan, •s,JOS,OOO w1ll be added to capital tun:le tor 
tbla 7ear. 

PrOTidon baa bean -.do for all of the lose cluaitioaUCD 
in tba lataat ...,.., MUon report 1t1tb tba u:caption o! . 2,.484,331.40 
wlll.cb includu tbe folloltiftl l 
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*· L. 1. Qt sdet -·---.1 .... :a- let" s .. ~ .... hi • 
ftHc :a- .u1 'lie t I 7 ttU • ttc 

.. , 5 '· 1 .. 

1667. 'N6.l5 
I.Ml.......,_ fw 1 .. - I c. IWo nu prss a a- sa us:A 'r C11M1 
lat.l.-1 luk - '- let I 1ucc wiUI ,. laft JN91cca ....s.aucc. 

.&dSIU\:4 lou 1ocMC at. 1nBollaa 'lieS.. ollll'pd 
ott 1a "- I'Cplar l'OII\1aa 

lolllla, a-J.U.a, .to., llpGC wlllob oa '-" 
requeaW min b7 \1111 _.,,. 

75 , '788.46 

Tbol tollow1zlc - tna 'lleOII obt.rpd ott, or ella1lla\:4 
tbz'oucb t:.O ale ot ~u.. • ....U. • atatas 

r-aa ud Du-ta, 1aolu41J1112,ooo,ooo oe 
aw-n orad1ta 

Oftlodntta 
Boala, llaoar1t1aa, cto. 

llt.nldDc ~· P\arll1 ture a l'txtarae 
Otbar llaal ~tat& o.n.d 
otbar Aaaata 
llerobanta laUoaal llaalt¥ Corporation 

Oil october 31, 19311 "- total ot "- oepital a cccomta ot t:.O 
baak ••• fll3,1011,ooo. &ttar daduoUac t~.-~111111 lou olua1t1-
cauoe ot t914,ooo ...s - ~.-u ot "- cloubt.t\&1 olua1tloaUoa ~ 
1llc to 12,548,000, tM .n capital poa1Uoa 1a f l07,11011, 000. W1tb "-
ad41Uan ot 'bcloo4 a a 1aUoa ot ta, 500,000 t &. ...t ao.ad capital 
poa1t1ol1 1o t llii,O?(ooo. !bU 1a"" 1wpaou-a\ ot 12,000,000 111.­
S.pt.eu- )0 . 

1-= _,. ,,...q, 
(llsc-cS) 11. O. llaitb 

...... u o. llai\b, 
Yloe rraa14ea\ ud .... M •• 

11 
0 , 

I 
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[It t' -~nulo ([alif~~rnia Natialltal i\iutk 
n ••n lrann••• 

llo,.,.ber 9th, 
1 ' 3 8 

Coq>troller ot the Curren G)' • 

T>-e ... ury Dop&rtaent, 
.laahln~:ton# D. c. 

lJear Sir 1 

4loloMd plea .. tind reply to letter ot 
l.loputy ~o11ptroller, CyrU B. Uphrt.a ot Ootober 3rd, 1938. 

A tew or tM Director• w r• &'baent. and -. hope 
to havo each or the se ~entlemen 11()n a alndler lett4r 
and forward to you •• aoon aa poaa lble. 

Very truly your•• 

1.8'7 

• 

Regraded Unclassified



~ .... 19)1 

Co.p\roller of Qo Carra• 
Tr.AZ7 ~ 

··~·· J). c. 

Vllder date of October ) , 19)11, llr. ~1'11 1. lJpboa, 
t!>eJI Aot1D1 Co-.ptroller ot U. e CUneo~, eddre .. e4 a l etter to U.e 
Board of !ltrectore o t Tb e All&lo Calltorula •au<>nal -· crttlo1:o-
1 ~g eo~.od1 Uoo a 111 ~.at Bu.k NTMlM 1a the t~ea cu..noea' re-pon o f 
t "• nw' u\loa. 

Tile C:O.,trollor 1• 1>0 llou!>t awan t.llet eXJialaaUoa 
of hlo liUer """" ltl receipt no tbo tlrot lr::Dowt~ or DOUce to 
- ot the !ltrectoro that the aattoro opec1t1e4 la t~h letter were 
011bjoct tc crH1c1•, ud ill - lutllllCII •• t.llo tlrot lr::DoWl~ 
on t!lo pu-t ot - ot t.llo D11"1Ctoro of Ula H11\.,.ce ot t.lle Mttoro 
cr lttel .. d, Abo, t.lle report of -llltlOil to 'll!llcb TOOl refer 11 
... '7 .ollah.oua. oo.a.et.tlac ot o••r 600 ,... •• 

Bo....,.or, folloWbg receipt of 7our letter , a apechJ. •••Uos of thl Board na bold for the Jlll,rpoao of couldnl"' alld 
otu~ln g to e ..... &lld hld~>& -ourea t o a oot Ita "'""tlou, at 
W:,l cb • Coal ttoo of three no eppo1Ate4 to COilllder ud 4rart a 
ropl)' to 7<Nr letter. At a later ... u,, u hoc"U"' c-ittM •• 
•ppo1Dte4 bJ U.e lloard, ooll81ot1Ag of throe Dlrootore, together 111\ll 
the Preo11ent ao .,. n -otflclo • -ber, 'IIIIIch h to alit n e!Ll7 ud 
do!ll •Hh u jor probliU, polloi .. ud louo of U.o lloDlc. L11ce111oo, 
• Coa.l tt11 or three !ltreotora na eppolllted et Ul l Motl: s to bo.Ddlo <>• U qu l4o t1on o t all louo of !ltreotoro ud ottloero. Ron• of the 
aomboro of th111 eo-1 ttMo 11 Ill officer or oaplOT•• of tho Bonk. 

At a ... u,.. h eld October 27tll tho reoipatlon or llr. 
Berbll"\ nelahhaet e-r &I ~alde:ot or \hi Be.nk ....... tnde!"ed: &Dd &CCipt.­
"· llr . Morttaor n elabhacklr .... elected t.o ••-"• • • ~aide.o.t 1a 
b1a placo, the llr-La•o ot t~o Benlc bert"' rt rat booa aaandod to ell,._ 
1n.f\tfJ tbe orrte• or Cb e1rau or the Board , llltlleb ~ l!ld beeo t.heret.otor• 
rlllo4 bJ bla. 

Aa • rew l t ot t~• reco.-.ndet1on or t~• co-s.tt" oa 
Lo~.aa ot Dt rector• u4 Ot ttcera, the &Ilk haa roreeloaed oa t..l• 
COUotoral to tba loADo of llr, Borbert nollbhoclter aod ...... ee4 U 
to OW'Ilarolllp. 
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an t• '' lfll 

TOU' alUIIl• -• ., .. n.1 _,. ~ ua ._ 
wbaha\lall7 __. .. IIIMe.. F•Uoa 'r nn..4 ...uap .r 
1 ou otft" ooft'MURC 14."'-.,._.. _. Ia eMlUoa UtdAnioa =•~ 
1"' to 1991,000 u. '*• -- n ....u ,.. ... a. lloi'U 1a ,..... 
tha t thle ._.. la tlae nalt ~ a -•llt.Uoa ,., sa tile .tacJ.e • 
Loo&>a hrle •ttoaal .._ ~ ._ ~- aa4 tlae '•I'.-4Uifllftla 
TNet c-. I • -- laatUaUoa. Prior to tlae ~ldaUoa, tM 
TNet Co- U& ... n.l -to ~ Ia eeoo~ Witt tte etate 
11• .,-.. at _, tS.O, ~- ..-tttee ~ Q to ~ of - ftl.110 
o r 11>• reel _,._ tlleeo ~. *l* -.14 tan boa lJipzooper t~~r a 
aatl oul kllll:, -e o?V to tile -114atee laetlwtloa 11111> the eppzo.­
al o ! J OIU' o ttlee. 

!Ito reooot loa of 12"',000 to the Dollar lft-*iJ 
I.bee eeotlooe4 1.a r...u letter ._. tl&1lJ oo.......S • ooUetarel ea4 
• • ode l.a e -~ -100•. lllaoe \he I'OOI'pai&atloe of 1loe 
DoU Ol' S\MUil!J ~~ • tte11a1t e4 Stetee ~t, 1t le "bellen4 
thf\t tu poel\loa o f \Ilia eaUI'O UJae o r ei'04lt loae - 1.apron4 ee 
1n4lea t e4 • the ree>eot _.., o f the l.atOI'Oet oa the ootii'O 11.ae oo 
tQat. \be 1 881 11 DO W Gllllri'ICt . We AM atu. .. l ........ to ... , J OW" other 
cr1 t lc1 .. or tbia a oeoQAt . 

We OJ'O llrt.ac .,....1'111 ooea14entloa to 1 0\U' oriUola 
ot \he lt• "'ther Real llatde", u d the fliUl Of ealllliS Other 1'001 
uta to 011 de r lt>l t o oontno t terae pro'flcUlll tl>r uoual J>IITWOA\0 11111 
probeb~ be eclopte4. 8lae>e the 4ete o f the ezghatlon approlli.Mte~ 
tno,ooo or t !llo u. hac - llqll.\dated. 

A etuc~F la """ belac aade o r plane to allal•t• artll-
1otee &Ad \o t oke ""' o r \he llul< .., o r \Ill aau•. Ollll etooll: .. , \lie 
e toot o r t;a e Allslo • •tlonal. Corpontloa. I t le allp00te4 thet e o a 
ra'"'lt o r thle etu<~r a Mtlataotol)' plan lllU be nohe4 to _, \llO 
cl'i tlolaa b 1<1V3 letter. 

eo- ta lA 10\U' l e tter oooeeralns report of ZX.C..t 1Ye 
Otrloera• w talda llorT"Owlq e, oubolieaon o r report• o r n:oaUatloa to 
bt Board o r D1rect.ora, .. wel.l ._. 1apor \ u \ l e't\•n t'l'oll 7011lr o ttt o•. 
aDd a\t eo.duce at ttM'tin.ga bJ' ••b•r• o t \Ae Board, han bee& aoted 
~nJ oorreo\l on ot tn••• practice• Will be aade. 

•• ""'• 1 00ll' I'Oqueat the\ 110 report lA detail eattl"' 
ou\ the OOI'I'OOtlo u atteote4 la • ob o r the ontlolae4 •ttOI'O u4 .,... 
plan l'l>r \lle oo• ple\e aHmutla ot \loa -•· •• 111\•d to -parate 
•lll'llee\~ to allldaate all orl\1olallle St••• We baft alrae- •da 
conll4erallla progreea to!IDN ooi'I'OOUoa o r - u ... orlt1C>lae4 • 
1ou &Ad ""' •ODUOile4 lA thle lettOI', ""' u la ..... tee1llla that \lie 
4le01laal oa or flart.llar plaae lllU I'OqU!re OOI'O tlM u4 - ob atuclr 010 
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ov ,.r"t. hUft.IW &IWoWia- .... d*'-w ... w ..... 
o~rt .. , ... ..,.._-.. • :au .. • ....... u.-. "._.._. 
-'"'•u• :n- aea,..:u= • .. ,. s 11r " d .. p r z 
otoot tar ~· Jll'l• d .. , ....... d tala tJ.-.- ..... -
.... ,_. ,.utw:: ............................. --
taUa ft\ of 1111a ._ M W 1111 - .. .,... .. C" ' 
1o•- 1a 1- .nu.u.. 11r ,.. 11118 11111. w .., .... ._ ,_. 
'1'14• U.o lui< -~~~ eJt ..... - d •a' I a. ..... a?W 
od pro'l't .. •• •....--- ...U. o6 .... W • ........ 1M Is a 1 
Uoa l'lauoo Cozplfttta U. ~ _.. 5 1l• et ..... ...a 
"" u4.,.nn4 h tawftU. ••len • r- QPftft1. h 'IU1 ..,. lUte 
J OIU' _,..u.a u tiiSa u-. 

~rw.r-~--- _,.. u-. 
• are 

... :. . . ------------
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RE BJKK OF AAERICA SITUkTION 

;>resent: Wr. Banes 
r.!r. Taylor 
llr . Cas ton 
lolr. !Jurfield 
l.tr o Upham 
IJr o Oliphant 

November 9 , 1938 . 
4:00 p . m. 

191 

d o:- oJr: llo.v, Professor IJ<~ffield, 1f you ' ll take the floor, 
we 'll all listen to you. 

uufiielo: Uo you want to look Gt this chart first or do you 
«~nt to near some other matters? 

rio ; . Jr: It1 s entirely up to you. 

:.urrielo: ,fell, the chart is Just academic o But you asked me 
to look into this delisting thing again - S. E. C. 

H. ;.; . Jr: Yes . 

uuffialQ : And Ted Sheridan, who is !.lr . Douglas 1 s assist ant 
up t here ar.d a f r iend of mine, seid tha t evidently 
they sent two men back out to the Coas t to look into 
the Trans-Americ~ thing egain and tha t the Commission 
took 1.t up late yesterday afternoon . 

Ho .. J r: .lell, th.at ts hot off the griddle, isn ' t it? 

J.Juffield : And tney probabl y will take it up again today or 
to~orrow. They didn't act yesterday because one 
of the Co~ssioners, Judge Healy, I think, h£dn ' t 
re~<d the report . 

HoA•"r: Bet ween ous ~e might make a 0ood reporter . 

~uff1e ld : ..!aybe you .mow of tnis. 

ri o., oJr: I cion•t "now. 

uuffi~ld : ~ell , tney said - or Ted said - solo too t in all 
pr obability they would either ac t publicly, t ha t 
is, cell a hearing, or order a fUll-dress investi­
gation , ~hich would be private and on their own; 
but whatever they did, they wouldn ' t do aqything 
until they t a lked to you. 
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Fine. 

And that ' s that situation. 

Uay I just interpolate here. I 
original idea, and that ' s ttua. 
going through my m!nd. This is 

{Oph&m comes in) 

go back to l1l7 
This is what•s 

what I told Gene. 

Professor UphaJD, we are now holding class. Ueet 
Professor Duffield. 

How do you do . 

It S. E. C. will not move on Trans-America, tor any 
one or aaey reasons, see - and I wanted to find out 
•bat they we"e doing, sod that• s why Gene went over -
then I was coming back to that suggestion I made 
to you about a month ago of putting it up to Martin, 
President of the Stock Exchange, to move, £nd we'll 
recognize that be is a forthright fellow and we'll 
turn all our stuff over to him. 

Vlhen you spoke to me about that, I talked to Martin 
about it . 

Oh, did you? You didn't tell me that . 

Martin - I didn ' t have .-o;ything to tell. And I 
said - I put up a h)'pothatical case to him. I said, . 
"In case we had something on a coapeny which is listed 
on the !lew York Stock Exchange, which we thought ought 
to be investigated by somebody - by s~ebody: don't 
care who does the investigating or who throws thea 
ott - would you act on that without bringing the 
Treasury into the case? Would you act purely inde­
pendent ly, and so forth?" And he a aid, •I certainly 
would. •ny time, if you'll tell me what the com-
pany is, I'll go after tb .. -zaelt.• So be ' s e 
vigOrous fellow and he'll do JUSt that . 

loell , you didn' t. aa;r what it waa. 

I didn't think it was necessary; I didn't call any 
names. 

Well, I'm getting a little impatient with S. E.C., ao 
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I • sked Gene t o find out and we ' ll hea r from them 
. !thin a few days . 

Should . Well , it I don't beor f r om Ted aga in - be 
pr omised to call me too - i f I don ' t bear from him 
by tomorrow or t he noxt day , 1 111 t~lk to Bill 
!Jouglas . 

Wha t we •ll do: ge t ~ clear-cut answer tb&t t hey 
either wi l l or won't. If they won ' t, then , in 
order to pl ay ball , I ' ll ask Douglas to come over 
h~re , t ell h1m that this i s whet we propose to do . 
Tho~ NOulo be playing fair , wouldn ' t it? 

~>urely. 

But before we oio anything or this sort we ' d all 
si~ vr ound and discuss it, whether it ' s ~dvisable. 
I Just wanted to tell what I had in mind, because 
I Just don ' t want to le~ve a stone unturned . And 
uf ter all , months have passed since we first took 
t his up r;1tb S. E. C., &nd hst t i me I tnink we spoke 
to them ~hey said it ~ould take their totvl appro­
?rintion to rovke this inves t igation. Jus t like what 
you (Henes) said at lunch: they 've go t so many irons 
in the fire . But I t hink if we put the beat on and 
if they knew - I woulan • t say that yet - if t bey 
didn't, He propose t o pl ace the r ects before r.!artin, 
tbot might mhke a dif1er ence, hub? 

That woulo make o oitterence wi t h Douglas too. Be 
• oulon't want you to do t hat . 

Be wouldn•t? 

llo . 

~:eu - ~>nd t hen you might also be thinkins of whe t 
the nell facts have we got to put before ~artie? 

'::ell, the tiling seems t o me to come down t o "hetber 
the s t a tements or Tr&ns-America e&rnlngs - or I mehn 
of the Bank of America enrnings or whut not incor­
por~ted in the Trans-America picture ar e sufficient 
t o make the Trans-America picture misleading for 
purchasers of stock; ~Dd it seemed to me that you 
might have to make •••• 
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I don't think - you couldn' t eive t hem information 
but we could give them o steer to the effect that ' 
t hey ought to i nvestigate the thins , find out the 
f acts for themselves. 

Well , we could tell them where to look. What? 

I don't know; Hermon would probably object to our 
giving out informntion. 

I'm g etting a bad reputa tion here. 

'Rould t hB t be violating the l a w, 1t we told them 
Vlhere t o look? 

No . 

~ell, a nyway, before you go any further, I want this 
crowd to think over the possibility of Gene droppin& 
a hi nt to - what•s t his fal l ow ' s name? - ••• 

Sheridan • 

••• Sheridan that- I mean I wouldn't do it until 
after I give this group o cllllnce - that I'm getting 
a little impa tient and there is the possibility that 
if they oon 't I might ask "artin to • 

.'/ell, evidentlY t hey 're doing someth.ing . 

Wel l , I mean j ust ••••• 

Yes. Yes. 
·. 

The other thing is perhaps more interes ting and dis­
turbtng and significant. «or king on this thing dcwn 
at the Federal Reserve, I find that Trans-Americe 
bought five more ba nks a t the end of October. 

Trans-America? 

Yes . 

I can't see just why the Trans-America Company can 
hold off answering a direct charge age1nst them by 
the Federal Reserve from June until - what is it 
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now? - l ovember, and they haven't sot an answer even 
! roc the11 yet . 

tl&ybe I can e xplain t hat a l1 ttle bit with this chart, 
Kr. IIanes. This chart ia very rough and not always 
clear, but this is generolly what ' s goin& on 1n this 
picture. This bas got everything on it. It's kind 
ot clumsy; but this is Trans-America up at the t op 
and Bank or America now is over here, way over here . 
And t his aotted line means that they don't admi t any 
control; admit an interest . Trans-America admits an 
inter est in the Bank or America, but doesn• t adllit 
any control, under the Federal Reserve law. 

Now, as to these other banks that a re stuck out 
here. These are f our thbt they bought recently, and 
this is the fifth. 

The old National outfit in Spokane. 

Li ttle banks . 

Three of t hem are state b&nks . 

And another Oregon bank - Clatsop County; Farmers 
Bank of Carson Valley - tha t ' s in Nevada; &nd Firs t 
National Bank of Forest Grove . 

But nothing in Idaho and Utah . 

No . 

I tnought I lligh.t get a s•1le out or Cy . He ' s very -
he ' s getting very •co~ptrollerish.• 

,fell .... 

This wes formerly a hundred per cent, and now it' s 
down to 42 per cent . 

42 - that ' s what they claim in t heir S. E. C. state­
ment . 

That, t hey clai~, takes them out of control. 

As Car as the Federal Reserve Act is concerned· Now, 
to get out of this thing further, what bas happened 
i s that they bave taken t his so-called Capital Company, 
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which is wholly owned by e wnolly-o-ned subs1d1ar7 and from t oat compe~ they nave inYested tiYe ' 
million dollars in this new unit =1steriously 
formed , called Wes tern States Corporation, and 
t hey hhve been selling to Western States Corpora­
tion just enough ot their bank stocks tog et them 
under the 50 percent requirement ot the Federal 
Reserve. 

Now, the l egal question comes up - Trans- America 
claims tha t they do not know who owns the voting 
stock in Nestern s , atea Corporation. 

Tne one tbat was tormeo by stenogra phers. 

But they•ve put the five million dollars 1n there 
wi th which the comp~ is evidently buying these 
Trans-America assets. I suspect t hat by the time 
the voting question - permit question comes up at 
the end ot the month, thst ~ good many or these 
bank units will have been transferred down here. 
lhat seems to be the program. 

But this is wholly-owned. 

This is wholly-owned. 

How do you s pell • wholly"? 

"IJnlloly-owned." 

•Boley.• H-o-1-e-y. 

Hot bad . 

The banks are scattered all the way through here -
some or t .oem owned directly, like these here, and 
some or toea owned through h subsidiary. This is 
owned directly . And there ere all these over here 
which they don't admit they control, but 1n which 
they beve an i nterest. 

Wha t •ve you got onr there besides Bank ot America? 

Na tional Bank or '«uhincton, latlonal Cltt' a-v ot 
New York, Farmers end Mercballtl latl~ ..,.-. 
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Pacific Coast llortgage Coapany , \ogether with 
TrAns-~merica , controls about t hree banks; and 
Pacific Coast llortgHge Company is ano ther company 
ownership or which is a little obscure. 

That ' s a nice job. But then, now who can- who 
bus Federal supervision? 

I •ve checked the v arious ones over which there is 
Feder £1 supervision. Every one of the banks in 
the System is insured, so at least the F. D.I.C. bas 
Jurisdiction over every bank in the Syste~ . Now, 
there are about tour or - about six banks which are 
state banks and therefore are not under any other 
Federal supervision. The rest or them nre national 
banks. 

State non-m~ber . 

State non-member, right. 

There are two other Federal agencies concerned. One 
is the Farm Cr edit Administration, because they've got 
an Agricultural Credit Corporation out there, and like­
wise a joint stock land bank. S.E.C. bas jurisdiction 
tnrough listing on the stock exchange of Trans-America . 

Is that all Trans-America? 

This is all Trans-Americk, its subsidiaries and 
interests . 

~aere is Bank of America? 

Bank of America is way over here. They now claim 
they don' t control it, Just have an interest 1n it. 
On the botto:D of that taey•ve got three or t our -
really the companies which are woolly owned by tbe 
Benk. 

The s.c.c. also has registgred wi th it tb1s compa ny, 
Bnnkamer1ca Company, which is n securities and 
brokerage compaDV, which is now transferred down 
here to Western States Corporati on . Just put ft in 
with a aotted line where they used t o be. 

I see . Rave you done Bank or Amar1ca? 

• 
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outtiald: Only this . 

H.II.Jr: I aean you couldn't do a alailer chart with Bank ot 
America? 

Duffield: I think, as far as I could find out, those three 
are the only ones that are under it . or course 
it has its branches, which a re how ma~? ' 

Opham: Five hundred. 

a .II .Jr: But hasn't it got other companies? 

Duffield: Just these three . 

B.U. Jr: 

Dutt1eld: 

R.M.Jr: 

Opbaa: 

B. :.I.Jr: 

Opham: 

H.ti.Jr: 

Opbam: 

ll .ll .Jr: 

These a re the only t nree. I see. 

So rea l ly, when you get down to it- I mean the 
biegest thing is Trans-America. 

Right . That •s at tne top of t he heap. 

'Nell, this is n good Job. But let me Just tell you 
agnin how my mind is working over the last four or 
five days . Sit down, Gene. 

Tnis is what I envisage. I tllought that I ' d hke 
something like this and ask Senat or Wagner, who i s 
ChairtDan of Banking and Currency, and Senator Carter 
Glass wbo is Chairman of the Sub-committee - and 
tben i•d l~e -to look up who is ranking Republican 
member - ••• 

Jobn Townsend of Delaware. 

••• -Townsend of Delaware 

Very good IIB.ll . Big wbite hair. 

Yes . Good? 

Yes. 

'Nell, those three. Then go i n end aey, ~low gentle­
men, here's the position that we f ind ourselves in. 
I don't Know whether the United States Government 1a 
licked or not , but here ' s the picture. l ow, the wa7 
the tiling is now, I JI&St doD' t think ore•ve got tbe 
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necessary legislation to cope • ith it.« I mean 
this is what I am l ooklng forwa rd to, «But it 
you people after atu4y1ng this and asking me ques­
t ions s ay that this is an institution which is 
dangerous . t or the welfa r e or the community, we 
have the following possible sugijestions, ns to 
possible w&ys of regula ting this sort of thing. • 
4 nd t hen we 1d have prepared a possible way of 
handling this kind of a situation and I'd ask 
Ca rter Glass t o give me one morning or two morn­
ings, or wha t ever is necessary, and just put it 
up to these three, s ee? And - but be prepared to 
answer all questions . I 1m just looking forward, I 
mean, t o the possibility we don•t get a~here; 
tha t this thing, s ay, should be t oo big t or anybody 
t o tac~le under the present law; t hat the present 
law is too v ague, let ' s say. 

"ant t o get the House Coi!IIUttee in it? 

"hat? 

'llant tog e t the House Committee in it? 

I c ouldn't work with the Bouse ColD!Dittee. I'm sorry; 
it ' s impssible. I mean you just can't wor~ 1v1th that 
fellow . 

Steagall am Goldsborough - v ery tough. 

No chang e. 

I just can't work with them, I mean. Glass and 
Wagner - I don ' t ~ow Townsend, but Glass and 
Wagner are honorable people . You say Townsend is? 

To..-nsend is; yes , I have very bJ.gh regard tor 
Townsend. 

Then we can put it on a non-partisan basis· 
coulan•t waste~ time with Steagall . 

But I 

Let the leaders take care of it. 

What? 

Let the leaders ta4e care or it. 
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I just can' t waste ~ time with Steagall . I mean 
I'm just looting forward, you lcnow. I mean we 1187 
be driven to that. 

Do you think - l et ' a put it this way r irst: do you 
think S.E. C. is equipped to handle trans-America? 

No. It ' s Jus t ln line witb what I was t alking about 
at lunch. They haven ' t got the personnel; got more 
to do now than they can handle. The reason they 
ducked i t in the f irst place wcs that they didn' t 
have any appropriation !rom Congress t o do it. You 
see, the Trans-kmerica thing - they figured out the 
hours or labor - is about as big as the whole invest­
ment trust stUdY, the one t bing by itself, And tor 
that reason they didn't want to tackl.e it,. because 
they didn' t have the manpower . t.nd they 've been two 
and e hal t years getting out the investment trust 
report; terribly, .t erribly slow, to be sure. Just 
didn't have the manpower, Congress didn't give them 
enough money to do it; so they ' ve been working their 
help day and night on that thing. Just too big a 
job. 

How . ..• 

I don't think they're equipped to do it . 

How about the New York Stock Exchange? 

New York Stock Exchange, ot course, would demand 
that the other side bring 1n proof that this informa­
tion wntch they have given to thea to Justify t he 
listing of Trans-America was not aisleading, And 
tnen, I should think the Stock oxchenge would have -
it would cost t hem some money to aske that investiga­
tion, but they wouldn't have to go at it nearly t o the 
extent that the S. E. C. would. Being a governmental 
body, I think they ' d have to go into it mor e caretully 
than a private institution would. 

I mean the New York Stock Exchange could cut corners 
in the sense •••• 

They ' d say - they have tbe power to d eliat, or deiiUlJld 
thut they take the s t ock ott the Stock Excbance, unltlf 
t hey can j)rove t o tbea tha t this intorution 1a not 
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misleading . They can cut right across the r ed 
tape if they find it ' s misleading . 

Burden of proof is on them (Trans-America) . 

201 

Burden of proof is on them. The S. E. C. couldn't 
attack 1t on tha t basis. l don ' t think that 'KOuld 
be judicial procedure, would it be, Berman? 

Well, of course, it would be nice if S. E. C. would 
say, "'lie just ca n't handle this . You take it • t o 
t he New York Stock Exchange.• I mean let them' sus­
gest it. 

~hey LDOW it's a hot pota t o, and they don't want to 
get into it unless they can get an appropriation 
t o work on it . 

! ben tney 1 d be two or three years . 

They will, yes - terribly, t erribly slow. 

I mean i f we could get tbem in t be frame of mind so 
the susgestion would come from them - huhV 

I don ' t believe t hey ' re going to m1.ke any - 1 don 't 
believe t hey 'Rant t o ; might be able t o push them into 
it - I d on 't believe they wont of their own volition 
.to go out and attack anything os big as this at this 
purticulnr t ime, because t hey 've got - it reall y isn't 
any f aul t of tneirs; I 1d say in all Justice and f air­
ness to those fellows, there ' s Just not fi ve <nen in 
t he world t ha t h&ve go t the time, 24 hours n day, to 
~ut on t b4 t Job that they 've given them to do, 1n so 
many different fields . 

•ell, before we t oo" 1t t o the !lew York Stock 
Exchange 11e ' d want to be awfullY s;,uoe tha t we were 
handing them - toey'd have a 75 percent chance ot 
winning . 1 mean we ' d want to sive them someth.ing 
tha t bad a 75 percent chance of winning, huh? 

~s I worked on t bis, Yr . Secretary, the thing that 
· comes to ~ m.ind is that there are at least four 

Federal asenci es that have authori ty to <nove against 
the banK for unsafe end unsound practices . 
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The bank. 

Tne bank . Tile fact t hn t the Treasury 1s t ile only 
one that does move against them - does t ha t create 
vny inference tha t these practices aren' t considered 
by the Federal Deposit or Federal Reserve sufficient 
to ac t on under their own laws? I mean is there any 
benefi t in at least starting tlla t macbinery t o work? 
The Federal Deposit can begin a r a ther l ong series of 
steps looking toward termination of insurance . 

l'lell, may I answer that . Ther e is & letter, whicll I 
take it tbat Cro~ley s igned, saying that be was 
standintqy until the Comptroller called on lllm, but 
anything that be bad ln bis shop, i ncluding any 
2anpower, was at tne disposal of the Comptroller of 
tile Currency, to assis t llim in tills work. 

Yes . nell ••• 

Is th&t right? 

Yes . 

And under tna t I tllink we might ask him to do wha t 
Gena suggested possibly f or them to do . 

Uo you tllink s o? I thought we •d tall<Ed ilbout t his one 
and decided «hat we were doing, moving under Section 
JJ, oian•t l ook in tne direction of the closing of the 
bank, and •e thought it -as unsafe - now, for instance, 
the Comptroller could appoint a receiver - and ~e 
were trying at tnis stage to avoid steps looking in 
the direction of closing the bank. You c ouldn ' t 
t ake away insurance lf1 t llout cl osing the banks. 

o.ell, they have done that: taken away insurance in 
the case of one bank which I believe i s still open; 
I'm not s ure. But in a ey case that pr ocedure, llr. 
Oliphant, see!lls to be so lOag t ha t at tile ti:lle the 
letter of warning, i f there is & letter of warning, 
goes to San Francisco, it seems to me there might s lso 
be a l etter from tile Federal Deposit to the bank say­
log, •we have notified tile Comptroller of what we 
believe t o be unsafe and unsound practices, • and 
that ' s the tint s tep tbey t ake. 
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Tney have a similar proceeding tor removing officers. 
Don ' t necessarily bnve to. 

It they d1<1 that, they needn't ever go beyond tbnt, 
but ~t least it puts that bank on notice that that 
government agency, as well as the Comptroller ' s 
office, is aware of nnd has taken cognizance of their 
unsafe and unsound practices. 

Bow, as to the Fe<ieral Reserve, they can suspend them 
from lllembership 1f the7 believe tbat th.e practices are 
unsafe and unsound, but whether they do or not I don ' t 
know. 

Well, what I thought •as this. When we get tbis 
Section )0 t hing all rea<ly and all pol1she<1 so the 
Comptroller is sotisfie<i with it, so tb& t we 're 
satisfied wita 1t, then I was going to invite Toe 
Smith to come back here and spend a week, two weeks, 
whatever is necessary, and go into this whole thing 
as an - now shall I say - expert, look int o it very 
carefully, and toen look at this whole thing; then 
he could take a look at what you suggest and all 
that . 

As to my objective, I want to do everything possible 
to put this bank into good shape without closing it. 
Tha t• s the last thing I want to <to. I don't want to 
close it. I want to see that it bas honest, able 
management, which I don't think. it has now. 

And so I think, as I say, that .when we get all ready 
up to the JDint that we can go as tar as we can, then 
I •m going to ask Tom to come down, Just take this 
thing and just go through it with c tine tooth coab 
backwards and forwards, t o make sure we haven• t over­
looked aey bets, see? 

l(y thought was, 1t th117 were on notice trom each of 
three Federal banking agencies, so that all of those 
agencies Joined in conde.aning these pr&ctices as 
unsafe and unsound, tben it would become obvious 
that there was nothing tbe bonk could do , no place 
it could go down here to dicker, but it would have 
to meet tb.- program. 

I'm not brushing it aside. 
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I Just want ed to t ell you what I bad 1J1 aiJid . I 
didn't tllJink of cloainc tbe bank. 

At least we bave eliminated two places they can 
look to . 

night . 

Wbat? 

Right. 

Two places . 

Now let•s Just take - wbo will - who - can r ou con­
tinue making th1.s study of Trans-America, getting 
all the help from everybody t ba t bas got anytbj_ng, 
to see what we have to put before the S.E.C. or the 
Stock E.xcbange, on willch to act? 

Yes, I can. 

What? 

I can. That ' s a pretty 

Of course, that kind of materia l the S. E.C. has more 
of t han we do . 

Well , I can go up there and t alk 

They ' ve got - I haven't seen the memorandum, but I 
understand rro= the two fellows thli t were over 
bore it 's about a 50 t o 150-175 page memorandum. 

Haven't we got a copy of tha t? 

Tb1.s is tbe one t her took ott. The7 got permission 
t o come over and examine the reports we made avail­
able: the l as t two reports ot exami.nation. 

Oh, they 've taken stuff ott ot us . 

They ' ve sucked us prett7 dry. 

They've got all t be 1Dtoraat1on that we•ve got; 
apparently they've bad tboae ~wo repor ts 1.n the worka 
over two weeks. 
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Couldn ' t we nave a copy of that? 

·•e were to get a copy of ttu.t wllen it wa s submitted 
to the Commission. 

Xes . 

IIanes, do tlley have anything they 1 ve gone out and 
got tllemselves? 

Of the most superficial kind. Supplied to the Treasury 
everything they had on Tra ns-America at one time. 

Sort of speculative. 

J. history . 

~ore s uperficial ~nd of examination • 

.. ould you be willing t o osk them to let us hvve a 
copy of wluo t taey took? 

I did liSk. 

o'lell , nill you 1> Sk t11eJO aga in? .llake ll note. 

Uuffiel d : Mr. Henes, I saw that in Oave Schenker' s office - I 
meLn I take it to be the last one, because i t said 
the Treasury didn't huve u copy of it. But there on 
th&t s &me day I didn't hove t ime to go through it. 
lt I S buljcy • 

Runes: It's e big document . 

II • • . Jr: .. eu, would you •••• 

Ophlim: .:Jf course, it won ' t be of a ey particular value"'to us; 
~e ought t o have it. 

1:! . J.Jr: It gives Gene a chance to see it, &nd then- I'll 
change my remarks to this . Let 1 s put it this way . 
Let 1 s get ever y t hing we can on Tra ns-America so t lla t 
you can s tudy it, plus the hel~ of everybody here , to 
see: wllat nave we got t o place before the New York 
Stock ~xohange? Not before tho S. E. C. They have 
every t hing we•ve got . 
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This will save Gene an awful lot of tiae, because 
they exlllllined this report 'd th the one idea in mind 
t o take oft everything that might be misleading 1n 
the statements made by Trans-America as to t he 
value or Bank of America , you see. 

Well, would you get that tor Gene? 

Save him a lot of time. 

'iohe t do you think, Wayne? 

~ell , I have sort of an over-all iapression that what 
we are real~y talking about is Trans-America far more 
t han we're t alking about Bank ot Alaerica. 

You mean altogether or just today? 

llo, altogether; that when we get down to what we are, 
let • s say, looking for, it's going to be r ar :nore 
Trans~merica than Bank of America . 

Tha t is what's sour in Trans-America . 

I d on •t think that's the ultimate thing, Wayne, as it 
appeors t o me. I think tho ultimate thing is the 
influence that this whole conglomerate corporation 
h&s on the ban&ing structure. 

Well , tha t's • •• 

hnd on that bank ln par ticular . 

I th lnk •nere you ' re going to find it is over 1n 
th&t end of it ra ther than in the Bank of ~~aries 
picture itselJ' . 

You see, what I•m trying to do, I 1m t elling you people 
everything • •ve got in my mind; I'm trying to exhaust 
every single angle to make this thing an honest, con­
trollable, ~orkable thing. Then I 'm going three or 
t our jumps ahead and saying, "'llell , we won't be able 
to do anything.• Then the next step i s to go before 
these gentlemen, Banking and Currency, in the Senate 
and say, "llow gentlemen, here ' s the history; we•ve 
tried for one year to do something about this and, 
frankly, we're licked. Now, we've taken and analyzed 
this thing end here's one, two, three, four different 
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methods of controlling this thing if after you study 
it you agree with us thot something must be done 
about it.• 

But in the meantime, I don ' t want Carter Glass to 
say, •Well, did you try this, Henry?" 

"No.• 

•well, did you try that?• 

"No." 

In o ther words, I want to be oble to say, •Yes, 
Senator, before I came to you ~ associates end I 
have tried everything possible under existing law 
erA, by God, we're licked.• See? 

I .11ean I went to be in that position that I can say, 
~Ne 1 ve tried every single thing, including going on 
tue ~T •o the New York Stock Exchange but, by God, 
we're licked . Now we 've come here, frankly, to dump 
this in your lap .• 

I'd like to explore the possibility some time of 
getting the other people in the industry to assist 
in getting this legislation drawn, b eceuse there is 
e.g reat feeling of nervousness amongst the other 
bank holding companies in the country, who are - they 
SfoY they think they're r elatively clean or this sort 
of practice ; and they've come out right flatly e~ 
said, •we know there ' s trouble on the Pacific Coast 
and "'e're sca red to death th.bt tha t Plicific Coast 
thing is going to blow up in our face, <nd we're 
going to be caught the sue way because we're & 
bank holding company. n 

Therefore, isn't it good aense for us to write down 
a code or ethics and say to Congress, "Enact this 
code of ethics into the law because it ' s for the 
cenerel welfare. \1e Dgree to it. We want so forth . • 

II ell, I ' 11 listen to anything. 

I mean i t seems to me that tbere are some or them 
that are doing a good Job. I think the Bank of the 
llorthwest is doing a good Job. I think llarine lfidlend 
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is probobly doing a f air Job. 
it would seem tbat that ought 
possibility. 

I agree •ltb you. 

I don •t know, but 
to be explored, that 

It we could work out soaetbing r eally construct1Ye 
for ~be wbole banlting community, it would be a 
god-send to all the fellows who are sitting on the nervous bench. 

But also see bow serious tbis is. And I don't know 
whether tbi s kind of an ani111al can exist or should 
exist, but I 1 m more t ban willing to sit down with 
the fello"s and give them a bearing. They cant t -tbat•s f oir enough, isn't it? 

Couldn't be fairer tban that. 

I don't know whether !Ia rine llidl.and 1s good or bad 
for the community tha t they serve. I don't know. 
I don't know either . 

And I don't know whether the Northwes t is good or bad: 

Tbree of them have been here to see me. Cy bas 
hlked rt t b them a good deal too. And llarine 
iHdlana caae down and talked to lll\ the other day. 
I took them back to Cy. And the Bank of the 
Northwest - Thompson and ll'oll - bo.th t alked to 
me when I was up in llinneapolls. They came right 
up flat a nd said, "Listen, we•re scared to death 
about this thing on the Pacific Coast.• 

lhey are, t oo. 

Well, nobody could be more frank tban I am, and 
I'm simply - I want to explore everything . How, 
if we can do t hls thing - don ' t think for a mi.nute 
that I don't ha t e to admit tbat the Secretary of 
the Treasury - tbat e tbing like this can exist 
and I can' t do anything about it. But 1t that ' s 
tbe use thea I want to go before these gentlemen 
and say so. And then 1'11 perfectly willing that 
when we have these suggestions as to how to regulate 
these t lUng a, we give these fellows a cbaJlce to sit 
ln. 
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What we ' re really tryin& to do bare , as I see it, 
is to stop this kind ot practice, subterfuge tbrougb 
these holding companies ot getting around tbe law, 
wbicb you think is a definite evasion ot tbe - cer ­
tainly an a voidance of tbe law. 

Certainly avoida nce of tbe law. Got bank stocks 
scattered around in insurance companies, real estate 
companies, everything else, i n order to get under 
tbe 50 percent requirement. 

hd ~oley is available tor this, isn•t be? Gene, 
you're carrying the ball, a nd '-Y is. You just 
keep burrowing; you•r e doing a good Job. And call 
anybody eround bere, and when you don't get coopera­
tion, come and see me . But I'm sure you'll get it, 
s ee? 

Sure. 

But j ust follow it the way I suggest. 

As to this cbart itself, I t hink the only otber thing 
to be done witb it i s to try t o keep i t up-to-date . 
1he thing keeps moVing a l l tbe time. 

Well, tbot•s tbe shocking tbing about this thing . 
Wbile we sit bere •••• 

• • • it ' s twisting away from you all tbe time . 

Yes. t.nd tbe thing I don't know bow to bandle - I 
just believe tbat out ot tbe six or seven members ot 
tbe Federal Reserve Board , there must be &t least 
one man who will get as excited about this as I sm. 
There must be et least one . 

Kust be Cbester Davis. 

Either be Chester Davis or John McKee. 

Nba t•s Draper over there? Is be a new member? 

Yes . 

I don't know anything about Draper . 
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I•ve done a l ittle t alklnc; let •s go around tbe roo• . 

Berman, you want to a ay anytbinc? Aey suggestions 
or criticisms? 

I want a copy of that chart. 

You want a copy of that chart . The usual price. 

Rave i t photostated. 

Yea, that's the easiest way. They can photostr;t it. 

I t' s not a very elegant chart • 

Jobn? 

No, I haven• t anything t o add . There• s nnother tho~J&ht 
that is extraneous to this matter, after you get 
tbrough with it . 

All right . Cy? 

Uphcm: Well, the only thine I have on this perticuler situa­
t ion is that I can't wal t much longer, I think, to 
answer the letter that we got from the directors, 
dated October 11 . 

R. 6l .Jr: Well , wi:J.Y a re you weitlnc at all? 

Uphbm: Because the theory was that we would combine it with 
the letter of warrunc, or ma.ke i t the letter of 
warning . And we had a little meeting 1n llr. Taylor 1a 
office, where it seemed to be the opinion that we 

smuld have an analysis of the letter before we did 
8Q1tb1ng on the letter of warning. Row, I have just 
about r eaay tbe answer wbich I'd like to Clake t o . 
that letter of Oc t ober 11, and we ' ll have to face 
the decision, I guess , pretty soon whether the letter 
of warning goes into that or whether we have two. 

H. !i. Jr : II ell, hell, as soon as you're reedy ask this gr oup to 
meet with you; then when you get somewhere, t hen come 
and see papa. But we 're waiting on you. Right? 

Oliphant: That discussion in Weyne• s office, as I remember, as 
it was reported to me, resulted in tbe feeling in 
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some people ' s minds t hat this letter that you had 
bed from the Boar d ot Directors raised the question 
as to whether there weren ' t a l ot ot air-boles in 
the examinati on r eport. 

Upbnm: Yes . 

OU pbbnt: 

'Iaylor: 

Ollplulnt: 

Upbum: 

H . • t.Jr: 

Upbaet : 

H. U.Jr: 

Upbllm: 

a .:.: .Jr: 

Uplllim: 

H. t: . Jr: 

Upbnm: 

l!."l .Jr: 

Gast on: 

J.nd wbs t I said was that - now, let •s don ' t go a.bead 
and stick our neck out eny farther until we're sure 
o f our facts . 

Tbllt' s right. 

J.nd I suggested the d esirab1l1ty ot a very c arerul 
analysis or the lett er of tbe directors, to see 
whether or not there were air-boles 1n the exaainer's 
report. I don ' t want to wake up soce day and find 
the examiner was lill wrong and we 1 ve been acting on 
a f a lse basis, because some day the legal depart!:lent 
muy ha ve to go and argue and prove these things. 

or course, that was muae and dis tributed some weeks 
or so ago . 

II ell, Cy, who ' s waiting on wno? 

,'/ell , let's leave it that you•ro waiting on me . I •m 
going out to see lolr. Delano in a little while at 
his nome, and I think we can proceed after that . 

l'lell, will you get 1n touch with lir. Hanes when 
you ' re ready, and helll call a meeting tor you within 
the day . 

Surely. 

All right? 

Surely, 

!low, wba t else? 

That ' s all I ha ve on this , I think. 

Herpert? 

Well, I think substantially wha t Cy said; I should 
think the procedure i n ~be Comptroll er ' s office ouabt 
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to go r i~ht ahead r eg&rdless of anything tha t is 
developed by Gene in th&t study. 

Dut I do think thbt this t ning or the branch banking 
a nd the prohibition or holding comp&nios in the 
bat~ing fiel d - tha t leg t s l a tion- h•~ got t o go oherd , 
and ! think c grea t help in thot line of legi s l a tion 
will be t o let a fe•• of tho 111os t r esponsibl e people 
on the Sill in on some of tuese situ~< tions • 

.. ny t ning else? 

::ot.tllng . 

~·u:~yne? 

t:o; I think tha t tne question of uns,..ering the let tH -
the letter signed by t he Bot rd of Directors of the 
b•nk of nmerlca , is t he mos t important piece of 
bustness before the Souse. But I think th•t t he t 
h~>ppens t o b e a rei!Ulrltable l e t ter. It •,;es written 
!'or th~>t purpose. But to ha ve us issue & letter of 
w~rning wi thout having discussed the points tha t 
ore t•s ised i n there a nd without our s ayi ng , "All 
r ight, this i sn ' t good enough" - btceuse their 
whole appr oach is, ":iou 1 ve criticized these things 
und this is our liquidc. t.lon progrotD for each one 
of these items . This ls whc.t we 've done and t his 
is wha ~ we intend t o do . Ple~so let us know if tha t 
i s n ' t right" 

I see. 

- ... nor., tha t l eaves us i n ~n awfUl position if 
.re issue a let ter of warning in the f ace of that 
approach . 

[ see . 

Zlay 1 char~;~c terize tha t letter froo the Board of 
Directors a little different ly? It is a repetition 
of t he r epea t ed-tnrough- Lhe-years rejectiuns of 
every criticism tbt~ t the exllminers have made . Ther e 
is vvry litt le val idi ty to the enti r e let t er. 

IV ell that would - moy I Jus t sny, bee~> use I S>e which 
way t his i s headed - if I may sug&est, l et ' s have tha t 
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oiscussion in llr. Banes ' a r oom b et ore you come to 
me, huh? O. K. ? hnd inasmuch- if ther e ' s some 
doubt, t hen aguin I wan t Tom Smith to come down nnd 
go over the whole thing befor e wha tever we do goes 
out . So give me - I've got to give Tom two days • 
notice if you think you want him. 

:lell, you see, next week is the I • • B . J . convention 
in Houston. I 've talKed with him . He •s leaving 
Friday . He said he woul d be glad to come here 
i~ediately after t he convention. Tha t would be 
the end or next week. 

uell , let• s work to·nrd having this t hing r eady . 

I think there is some aignlfic~>nce in the t act tha t 
Giannini in that letttir to llcintyre disavo~s bis 
connection •ith tbe otb~rs . 

You ~OH about t hat . 

It seems t o me Giannini is ovidently getting ready 
to deal direct . He ' ll bear watching . 

You mean you ougbt to watch Cy. 

\'la tch everybody, because he•s a smart trader . 

I w1sn you wouln. 

Ue calls attention to the f &c t he didn't sign the 
letter . He ' s going to collie down here and say, •Kaybe 
in sooe places we•ve been wrong . How we going to fix 
t bis up?" · 

ile SbYS ne 1 s free to ac t 1nde~endently of the r est of 
the Bosr d . 

Because he didn't sign it? 

Because he didn't sign it. 

You ~<~nt t his r ead? 

I have no secrets . Anythi ng you say is a l l r ight wi th 
me . 

Just tbis - I mean t his is so - al l ot tbis is so 
important; t hen I tbink we tell everytbing we know, 
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then out of that a team. 
tnat Lorry Cl ay ton, who I 
confioential HSS1s t ent? -

It is drawn to my a t lention 
t ake it is Kr. Eccles • .... 

Yes . 

- ••• tnwt his brother is o hlth official of the 
•• estern States Corpor ation. 

:lou• r e not taking t hat on my aay-so? Di d you chock tha t? 

Did you t el! me thnt? 

Yes . I told you. But somebody else might have. 

No, l ' lll not t akine it on your stlltement. I'd f orgotten, 
as a ~tter of f ac t , that you told oe that. 

o7el1, it ceme ln my conversation with the exallliner. 
I didn ' t kno• ~nythlog lllOre ~bout it. 

~Y lets us ~now when he wants to meet . 

Hll r ight , be gl&d t o . 

J.nythina else? 

No . 

Then I would suggest that you ha ve one, two, tnree, 
four, f ive , six, s even po.otoshts ... de of this . 

Coulq I get th~t dr awn up by Yr . Arno, heve that 
photosta ted? 

~/ell, George ~<ill have t hat r eproduced . Tell him t o 
be terribly o e r oful . 

Eight, so we cnn have one. 

Can I make one suggestion before we break up: tha t 
• e £11 cont inue to be very careful in anything we 
s ay t o anybody, because 1 1m t hinking in ter~s of 
that Wilcox le t ter . Tbot bother s me - knowine tbet 
these people ar e selling that infor ma t ion t hat they're 
gathering through the government d epartments. 
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Do you (Gaston) know about that? 

Only tnat Banes mentioned it j ust as I was r unning 1n 
nor e . 

Well, wna t I said is this . I say all lobbyists on 
tne Bill nave to r egister, don ' t tney, and 1 was 
saying that all people wno send letters out of 
oasnlngton containing governmental information 
snould h&ve to r egister also before Congress . See? 
Tn.at coveJ:s a aultltude of sins . . 

Don't want to censor the press, do you? 

No oore than you censor - whet do you have t o do to 
get in the press gallery? 

"//ell, you have to s tete your connecti ons, al'ld I thi.nk 
a t toe Waite Bouse now, in addit ion to that, you're 
nut bllo~ed in eny of the press conferences if you 
represent in lldditi on to your legitimate ne.rspape.r 
connections any confidential letter . 

You ' r e not a llowed in tne press conference if you ' re 
a confidential letter writer . 

No . So in other words, then confidential letter 
writers - they ' r e not allowed 1n the press gallery, 
are they? - ••• 

Tn~;t•s right • 

. .. they're not allowed ln tbe White Bouse press 
conferences . 

But they do come to your press conference . ~ilcox 
does . 

ile does . 

Be comes as tne correspondent of tne Daily American 
Banker . 

or course, under t he White House rules he wouldn' t be 
allowed to come in here unless he got r id of this 
letter . 

This fellow puts so•• ot your off-the-record statements 
in his letters. 
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What's tnis , anotber Kiplinger letter? 

( Laughs ) Oh boy! Now you're interested . 

Did you get that point that Cy mentioned? I ha ven• t 
saen any -,'/ilcox letters, but Cy Just now snys t hat 
be puts off-the-recor d statements that you make to 
t<1e newspaper correspondents in his letters . 

l'iell , so hel p me , I've never seen the .71lcox letter. 

I•ve· never seen the \"11lcox letter . 

Let ' s see one now. 

'Ihey •r;, hard to c o:De by. I've been trying to . I 
<:Ln 't get one . 

His usir~ tnose off-the-record sta tements would 
ju3Ufy barr log nim from the press conferences. 

Yuu 1 vc ~ot to have the le t ter first . 

Jus t get ho l d of a bank ~nd give them seventy-five 
bucks , and tell them to subscribe t o it a nd send it 
to us . 

iho Federal Reserve Bank people told me the Federal 
Reserve Bank of Chicbgo bc&rd or this thing £nd tried 
to subscribe to it, w£re told tney couldn ' t . Evi­
uently you ruJve to be L cer t a in shude or character 
before you can g et it . 

11ell, your (Banes) bro ther c£n get it . 

~<itn us giving him seventy-five dollars . 

Riggs Bank get it? 

I d on • t think so . 

'liell, you ' re going to try it. And when you call up 
Tom, Cy, tell him I l'lnnt to sec him the end or the 
week. Ask. bim when he ' s do•m there - we want to ge t 
a copy or this Wilcox letter; eo bock - l ike to get a 
file. 

Gaston: • I think Tom is getting it . Be spoke about it to me. 
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Ar e yw (UphMl) going to cnll him up when you go back? 

Yes , I am. 

;Vell , ask him whether - may I uso the file, u he ' s 
ge tting it, on the Wilcox letter . 

I •d Just a s soon call Wilcox in ond tell h1m 1f he ' s 
Nriting e confidentlul letter he isn ' t eligible t o come 
in t o t he press conferences bt ~11, a ny mor e than 
A1pl1nger or Waley-Lc t on • 

. touldn ' t you ha ve a much s troflller •..• 

"ould be very much stronger t o get the letter, yes. 
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A , ~. O IANNINI 
,._ ......... -... _,_, 

Ho..,...blo Htlll'7 llorgentbou, Jr., 
Secretorr o! tbo ,.._..,.,., 
'l'roo11UJ7 Departaont, 
llaebinctoa, D. C. 

Do&r Secrett.rr llorgentbout 

IA.'N rR 4J~018CO, 04UPORl'tU. 

IOTtaber 10, 1938. 

'th1a w1ll aokrunrleclge yarzr letter ot HC>ftllber S, reeponditlc 
to 110' tologro.a e ent to you on Joftllber 2. 

In order that you •r clea.rl7 underetand •11r I eent rou tha 
tolegraa r ererred to, let me auggeat that you renew brie!]J tbo releTant 
oirouaatei\Cea which preceded 'll(f action. 

UDder inetruction ot your Departaont, llr. P&laor, llationel 
Balik Exaainer in Loa Angalea, appeared before our Board ot Directors on 
Septoaber 13, 1938, on abort notice aDd without pre'fioua correapol>donco, 
aDd reed a certain telegram 'Obich conteilled unaarranted criticiaa aDd a 
threat ot lapl action againet ot!icera aDd directora o! the Balik • 

.1. cow ot tile telagraa •• K1lad to each director poraonallT, 
aDd Wider elate ot Septeaber 23 , the t:~llar1a ottice addreaaed a 
lanct!IJ latter ot critici.D aDd threat to arzr Board ot Directors aDd aent 
a cow or the latter to each director in &D enwlopa wbich w.a arlood 
na1tber •s-raoaaJ.• nor •confide.ati&l.• 

Sbortl7 following tboao happaninaa, there appeared in ae-.eral 
pariodioala Mn it .. a Un!d~ the ot!ice ot the Secretorr ot the 'treaiiUrJ' 
with reported diacipli.Jiur _.,..... •plCITed apinat cartain t:elitornia banl<a. 

I regret tbo t rou d1.d DOt taJce u.. to read .... o! the articlao to wbioh I 
refer. !lad you read tbou articles, rou would haw 'been conrlDced, ao utt 
reasonable pa:raon woul.d 'he , that =-rrented criticiou o! your Departaont 
.. re diTUlgecl to the preu instead of boinc bptin strict contide~~ee, at 
laeat until .. bed an opportunit)" or 'heiDI beard. .l.rticles, tha source ot 
which ia attributed to Tf1'11ir Depo.rtaont, which appaarecl in oertain - oer'fioea 
bonne a broad circulation....,., bwoineaa Mn tbrou&bout the c00111tz7, ~ 

• • 
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- 2 - •one.r 10, 1938. 

•- or oar 110at ftl.uecl ..U.Dta, llllCh u Woolworthlt, Pel>D07 ' a , Sat~, 
llontg0lll81'7 l!ard , and cartain railroo4a, to llfJ<e di.rect and iDdiMct inq.W,. 
u to thoir •aninc. 

!a a r esult or the p1bllcit7 gi.,..n to thaee Mttere , a 'lhiaperinc 
cupo.ill" againat the Ballk get under ~, and the ruaor fts circulated that 
the Bank would d i scontinue dividend ~nte. To ... t a possible ...,..ge!IC)' 
arieine in coneequence or preYalont goeei p, recentl7 t he ... neg .. ont was obliged 
to acc...ulato ucoeein cash reeerns b)' .. utnc large blocka or goTerm~ent 
bonds and restricting lending actirl1;}', tbloreb7 eutt erinc, w:mecaasaril,y, a 
loea in irw:Oile and prestige. 

Theratore, when I recentl7 r e&d that portion of the "l!Ucox• letter 
ot October 30, 1938, ce.rT)'ing a blWit reference to t he controversial •ttera 
under dieeueaion he tween 7ovr otriee aDd our bank, I decided 1t -.. high u .. 
tbet I did ooeethinc personall;r to put an end to the inaidiou.a goasip, Terbal 
and printed, that ie cauainc so IIUCh dalla&e to our hank. 

In the !1nel ~aie, llr. s.cretar)', aOMone 1m11t accept 
reapona1billt7 for the duage cauaed to ll&nlt of ueriea liT. reason of the 
unwarranted and <IQ&8inc .at bcd of attack upon the Bank aDd ita -=s•ant, 
and the .aking pu.bllc of erroneoua iotomati on concerninc the artai:rs of the 
Bank whicb, nen bed 1t been correct, sbculd ban been treated ao atr1et17 
contidential b)' rour Depert•ent. 

Soaa ot the publlcicy to whiob I refer appeare in the American 
Banker, October 4th issue, page 4, and in tbo tollowinc nowa serrlces : 

"ll'aahington Bankinc Trends aDd Bo.ckgrollllda• (WUcox and Aasociatea) 

II sue or Septeaber 4 , 1938 Page ~ Ito (3) (a) 
• • October 16, 1938 • 3 • (l) (!) {g) . 
• •October 23, 1938 • 3 • !1) ~It) . 
• • October 30, 1938 • 2 • l) c) P a g e 4 

• ) • (2) (b) (t) (g) (1) 
• 6 • (4) (b) 

• • ll ...... ber 6, 1938 • ) • ( 2) (c) 

"The ltiplincer ll'aahington Letter• 

Iaaua ot OctOber 1 , 1938 Pege 4 Po.ragrepb 8 
• • October s, 1938 • 2 ParagraphS 
• • October 1~ . 1938 • 2 Last 6 Paragraphs 

• • Oct ober 22, 1938 • 2 Laat S Paragraphs 

In aaae 7ou be.,.. azv- ditt1cult7 in Mouring thea• erticleo for 
reference, I shall be clad to 0 em 70U pbotoatat1o copios ot u-. 
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Bo..,..b:U Ho1117 llorcontlw.u, Jr. -3- ~ber 10, 19)8. 

I 414 110t c-.udcate with you in ~ capacit;y a a an orticer of 
tba Bani<, but it -.. ~ sellaa of reepona1b1l1t;y aa founder of the 
1nati tut1on tb&t i&pelled - to act aDd to now write tbia letter. I 
han alrald¥ undertaken, aDd euccoeded in, OM treaoDdoua taak of 
rehab1l1tation, aDd I do not propose to sit idJ¥ by wb1l.e tboucht:uee aDd 
1nnperionced parsons take procoedinge wbicb tend to 4eetroy this bani<, 
which i .e a p-eat public eerrice inetitution aDd repreeente "G' lito ' 5 work. 
I Mil 1t 1a o public inst itution because it eervoe onr 2, 000, 000 depositors 
whcee accounts &Terage lese than $67S. 

I u not concerned about an;y dA.111A&e to ~sol!, peroonally; the 
Bank of AMrica ie "(I real concern, aDd I telt that I bad c:arried out -q 
duty when I eont 70u the telegraa on IIOTellber 2. I anted to protect tbe 
Bar>l< r""" turther daace aDd to &iTt warn1nc that tboeo reepona1ble tor 
said d-&• would be bold strictly accountebla . 

I tool eure tbat bad you been in~ place, llr. Secretary, 7011 
would han acted aa I did in order to protect the iDatitution tor wbicb yao. 
felt responsible. 

Sincarely, 

. . . 
•• ~. - ' 

~- .-.; :7' 
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mam •men 
.U \be C""P -\tac oa ~u t I naea\et ai­

aoUoa 'lllr all ,.._1'111 \-iJII oc-ua ~\ \.to. Jail< ., .-.n.a u 

O'Ppo•..t \o aoUoa 'lllr \.to. OQIIP\nllar .,._, !be o\Jeo\ .t a1\e4 .auoa 

wo'lll4 \e to JM\ \.to. :a.lt oa ao\U. \loot all ,.._1'111 ..-oua ooaeitan4 

lh 'P1'810Uo .. .....to 11114 -..aa4 11114 \o ~nee 0!-1•1 wi\la \lao MU11i1 

of tu\.t.r t-.orulaco fila ~ .. .-14 ao\ \e to pl'eOM4 eo llanlaiT 

that \.to. Jail: 110'1114 .... \o .a ... 

I -·' t.lad \lao J'IIIII \e ......, \e Wao .-k. \lao firn 

o\ep lA \be lac\• PNM•• .t '-1aatl.ac \lao Jak1o topeaU ~ 

iafomiac \.to. lad< \lao\ \.to. pl'O<Moo .t.o - o\U'\ed.o fila firn ow, 1e 
\ 

for \be JI)IO \o oUe \lao Jllllk \o \be Oc.p\nllu. fila law roqvJ.roo ao 

tu.rt.t.r JI)IO 1110\ioa for ttt~~r -\lao.' .u \.to. oa4 ot \.to. fOU' -\lao, \lao 

JDIO ...,, fix a .t.ar~.ac, - \laio .t.ar1.ac oa \o u far 41o\a\ 1a \lao 

tat ....... t.t. mo no.t.o to .-. u. 

llaU.ar]T I ..._.., \W \be ,.._r~ llooorft trn• Wao 

Ilk t.t. firn atop tnu« ...., , uac t.t. ~oak troa tloo .-n- ~ nep 

wo'lll4 \o for \.to. Jla6oral iwuto lluk at ... ,_1_ \o oUo \lao -

of ..,..rioa \o \loo Joar4 at Go•-n 1a ~. ao\U)'1ac \loo - at 

\loo Ol\a\loa. fila llo.t. - ,_ oall a .t.ar1.ac P _, \SM U wil.t.oo 

It t.t.oo two 1110\Sou lftl'e ,_ wbn tloo O...,UOll.r 

..,.,.. or ol\eo \be ~ t.t. Jaa1t WR14 \o oa 110\Sao troa all ~ \ .. hi 

-loa. !banat\or \be OAf\nller'• .etiea a4or -"-• Ill 001114 \o 

preoo..t 11blle t.t. J'IIIII 11114 .... "" preur'•aco were laft \~ -
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oO'Gl4 C.., tllelz JCllll"• • tile &h ., \W tile -•aa Ill- a. 
r--' \lie aNte -' _.,.. pnnSMe ~ _.. \lie 'IIM1a te:r tau 

oltaUou &t tile JeM:. 

It •• -uoa 10 .n1oa t&11a, O•ll&ft••leu.l 1 ....... onl.4 

bt tolt tll&t aot oalT tile ~roller, ftl &11 tile :r.t.r&l tnoH ....... 1M, 

crete ..,,loa _.,, te ...,_ tile 1-* tr. \lie ro..,.... .-t• oa4 tr. 

a--•· tia&l n.,. wlde!l Jd&ll* - •1•1&& et \lie 1&*. !!I& ,. ·­

on14 " .-AI m..l4 thl& tia&l .nta te .- 1a .,u. et Ua n .. , er 

rill 00JIC1'& .. -1-\ \be ai&\1&& W M \)a\ !& ' Ilea ' * &f .a.r1at. 

caah ol~...,, 

u.laaa tile JDJI) aa4 .. _ llr&toa ao at laan part ""' tt.Q 

tba 0011l)troller, 00JIC1'&••1oul 1-r• al.&ll' pola\ nt tb&t tile&& twe ..... 1" 

oUll 11&4 41aotplta&r7 powro wlde!l 11&4 .n "- IJW*-4 &&&iUt tile .._, .. 
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101111 , GOt w 

ell u. 
nED.U. -·· mml 

ho ' r 14, 1,. 

'fiWo Sa to ..,.._ladp ~1pt oL u.. letter ot -..-.. .)1 

troa 7f1l1l' atriAl• e4T1aUc tii&! _U.. ....... iu7 ot tile froeenr7 .. ,..._ 

terr-4 to 7<1fZr atru. ., pe..--1 letter to Ida ot Ootober 27tll ud tile 

acoOilpaiiTiJic ~ NlaUn to U.. lapl. am -Uoel upeow u4 

tile tiM •~•t 1B"nll.Te4 1B • S.OUOD 30 JI"((I8dare u ooatrut.ed ritb 

poeaible eltera&Un JII'OC8d.....,. 1a 4eeHaa ritll .., :~aportct u4 c-­

pl.ic&t.ed llenH'II ait.U... reqUr1aa ,..._pt cOOTeCUOD. 

ct rq Jlll'po8o 1B tr.-1tt1'11 tlda ..........ma to tile Secreiaz7. •ubor 
t he _.....ma _. rq letter ~t1Aiole4 tile tact tat & Section 30 

proco<lure 1a ''"""h' • am tloet til& JaccpUn am ree~ibUit;r t• 

Cceptrcl.ler•• ottU.. 

atwr 1B q,..eti011 ..., ritb tile Secreiu7 r&tb&r tlaD ritb 7t101: <JLtioo, 

aDd COilllq1leatl7 I lr:Mw ot tile Secret&rJ' a dMp -t iA tile a1-­

t1cn. It...,, tloer&f<~r~, atllra1 tll&t I allcolld a-a-it tlda iat~ 

-Oiduo to b1a .,_ it ..... w .. w ltriloc colt • ....... ell s.­

pcriuot -1.4erau-, u4 tloet x •llcolld ap'IM to Ida~., 

peraollll. opiBioa tat tho ait.U. -u lie •t ..t attaoUTelT u4 

j 
I 

" I 
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1lh1le tM ru-Udllt;T tor det.u.1.JW~c wlat procodve alall 

~ !ollDwed S., ot colii'H, tMt ot tM Ccapt.roller'• otrtce, ....,II re-

1po,.1b1lit7 cloea not ...S with the til1Jic ot a oert1!1cete witb tla 

Boo.rcl, baca•• tbo Board doee not Mite tbo ezeetn•tiono on wbiob 

olar&:ll are hued IUid S. not 1D a poeit1ce, tMretore, to Jrealllt till 

o'liclonce DIOIIII&l7 to -tain tbo clarpo or to rebort oppodnc •TSA•-· 

lt ..... to •• tlat atter the tl.l.iDc ot INOb a oert1!1oete tbero u a 

joint roopouib1lit;T tor till c~t ot a cue tree tlat point on. 

I a&:r~~ tla t there 1boald ~ DO clitfi<nllt;T 1D O&l'I'71Dc oat a lllttaal.q 

MtutactcrT proced'lll'e 1D the eftnt tlat S.ction 30 u 1lrrabcl al.Dce 

111011 I* c ,...,,.,.. llaft bore tot are ~ •• bolcl and oceo exper1 .. ce 1a1 

~on piDicl b7 both oar of!ioeo. 

I ••• no r ... on, bowoftr, •hr an. oxobanco ot l.-ttero oboulcl 

~ noo......,., nor clo I tb1Dk tllil woulcl 10lft tla quootiono ot pro­

cedure. Tllil coulcl ~·t ~ accoeplilbed, i t ..... to •• b7 rour 

•all1Dc tocotbor tbe legal &Del tecbn1o&l 1ta!t troe tiM to U. u 

oocu10D oriloo, aDd I DIMCl not.....,.. 70U tlat tbo Bco.rcl ...S ita 

otatt are read;r to cooperate to till tnllMt utut poao1blo to u:­

poclite tbo Jropor c!Upodtion ot aq S.Ction 30 Jroa~e41Dc 1cet1tutocl 

b7 70Ul' oftice > lboulcl tllat COUZ'II ~ cleci4e4 UpODo 

1•1 1 . 8. Jacle• 

1. 8. Jacle•, 
ClairMD. 

Regraded Unclassified



"' ...... :-.. 3.~­...... ., ,., __ .,,.,.. ,.-
.... e~.~r-....... 

,... ... wnaw"' 

Is ••• We 1-. 

!M M'eet'll U j .... , ... ,_ \e fllfiLII-·ILI•••\ .. 

...... 0, 0 ................... ~ ...... ., ..... 1.-. 

t• •• a a.o • 
.,._,_,_T_...._el..,. 'a». 
l .... ..,.., ... , ... ._.. ....... TW' ...... .. 

• •""'"" el .. ... 4 ....... , .. """·· ...... --.. 

..... , ....... ~· .... , ......... , "' ......... 1 .. ~ ...... 

............... 
....... _._- ............. .Ul•llo• ....... ~--

....... I 0 u-U•'• •"•lol•aJILI--.,.-IIw ... :$1-=----... .,. .. 
. s 

( 
..................... _,....., ___ .._ 

( ,-L~, 1 ..sw.aw ._. ru; ••uur tw ..._ .._ - .-

••.a. I• eltieeo l ._ ,_ I I •'ft ..... taft"',_ ...ar_y 
.. ! F. ' .... II ...... w ................ u ..... , 

• ~ - "....,. " .,.. a u .. .a ._ .. ""'.. tl ft 
..._ ..._ _, • tlr na r as u.au-. ,_ .._ s o ~ 

Regraded Unclassified



• 

229 

kual:erll. lta 

.t.t Toao P.ll. Jlr, Mol't"-r Floi obbaolter oo.ll..S lr• 8oD J'ruoiooo. 

Ho bo&&n hio oon'NJ'ot.tion w1 th tho otot-t that I wg\lld rm bor that 

..,_ ho wao in Wt.o~ ,. requootoct that tho roo1SD&t1on ot Jlr, llerbort 

Floiohht.olcor u Prooidct ot tho ~ bo ooour..S. I tol4 11r. llortaor 

Floiohht.olcor that I ht.4 ""' ouoh rooollootiOD t.D4 that, u a •ttor or 
raot, I ht.4 ...t dioouooecl that rooipatiOD with h1a 11hilo ho -.. horo. 

llo OODtinU..S DnOrthol•• with tht. oto~ that that roo~tiOD ht.4 

""" boc ooourecl and thot - diroetoro or tho he k ,.ro worldnr; oa 

othor plt.Di o 

llr. Floiohlw.okor aploinod to M that tho .-ittoo ot throe 

dirootoro ht.4 hir-.1 their own oounool and had wr1ttc a letter whioh 

..... ,in tho prooooo or boillg ........ r..s. llo ••14 ho Ull4orotoo4 that .... 

-.nto4 .. ro intor-.tion than -• 1A tht.t lottor t.D4 oo.ll..S -., att-.. 

tion to tha raot that it -.. otatoct 1A tho lottor thot •• WQ\lld &ot 

aoro 1ntor.t1on lator. lW told .. that another lottor wg\ll4 bo 

oet , ouppl~ tht.t oJ.roa<17 rooo1'f'04. 

llr. Floiobbaoltor uke4 .. 1t I ..,t.,s to &1.,. h1a UJ:¥ 14ot.o 

or oucsoot uq a441ticmal intor.t101l that,. ail)rt -t. I r..t.u!ecl 

h1a thot our -.oor ht.4 - with t~ tor •- tiM, wor!tillg with 

t '- ond holpilo& thea to &1.,. uo tho tntnr-.tiOil thot,. ..,t.,s and 

tho ,.._ -t ~- WQ\ll4 'bo .U. in ,. _ _ .. a th our 
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to ....... Ml• ...,..n ....... '-~ l.a - 1-.r ~ .. 

oei"'• Be ot.U that it ..., .. 1.,. to 1ft - --.. of t11reo 

to t.poeo oa ·~ t- to 1ft tile Wllolo - of DUootoro to 

lip IUI4 -.tocl to - 1t lt wal4 1>o -croot.blo 1t a l etter­

,....,. t lot. .-ittol of t-. 1 told hl.a tile ~ t!Wic wo -u 

rol;f oa u bola& tile ~- ot till - of Di...toro -.. a letter 

,....,. tho -lro -· .... nllollleolor ...u that - --­

l o - ~ at h1a ,..._t, • aMitto.l •tt..t lot.t be 11 

ADdoua to OCIIPl7 l.a """' .. 1Nt 1t 11 ~ loar4 to ~ 

tlODO , IUI4 olooo4 tho -t1cm with tho ota~ tltt.t be will 

lot." •-thiD& tor ua oocm 'llbioh be hopoo will ov.lt uoo 
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November 15, 1938 

~or tho secretary : 

In transferring to the FDIC tho voluminous personal 

~nd oemi-personal f i l es of former Act ing Comptrol ler Diggs, 

1.r . Gough brings to m:y attention a file or correspondence 

lth ~ach Lamar Cobb. There are two or throe things in 

tr • w.1ich might be of interest to :you : 

(1) A let t er from ~r. Cobb to ~r. D1gga on ~reb 26, 

l!l'~8 saya : ·~·ne ComJ)trol ler phoned ~r . 01ann1n1, and told 

"'"• ot tho part he had taken in getting tho Central Bank 

?Or:nita from tho FDIC . He baa also told me that ~ would 

Lra nt tho Sank of America permit s when tho former bed 

cleared the FDIC . " 

(2 ) Under date or Apri l 30, 1938 Mr . Diggs wrote 

b l.r . Cobb: "Your wire regarding tJ:te branch ban!< appl1-

cnt i ons haa boon received . I called .ur. Prentiss 1n order 

.o ~Ave htc toll :you our situation as it did not seem 

novisablo t o put this informati on into a wire, ana 1 felt 

:uro 70U would not "1lllt me to be embarrassed on ac·count 

ot an:yth~ I mi ght say • • 

231 

(3 ) On l!a:y 12t h Mr . Diggs sent a wire markod "Personal " 

(but which was cha.r ged to t he office) reading "Thinge still 

terribly upset w~ll try got Galt through t omor row :your sug­

gested oall mi ght be helptul. • 
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(4) On June 22nd llr . D1ga wired to llr . Cobb& 

"Pleaoe call IDI!I home t oni ght arter eeven th1rt:r our 

time ·" 

(5) On June 23, 1938 llr . Cobb wired llr. D1gga& 

"Please be sure to airmail one cop:r to IDI!I here care bank 

'l!ld ot her cep:r to Loa Angelea . Ruu will prepare statement 

as President National Bank D1v1e1on .llaerican Bankers Aaso­

cintion tor publication 1llllled1atel:r after official release 

there wh ich I think may be helpful and beneficial.• 

(6) On June 23rd Mr. Diggs wrote to ur. Cobb : 

·• r t wu good to talk w1 th :rou last night , Md I am gett 1ng 

off to you a copy of the Regulations which I am sure you 

Nill keep secret until they are off1oiall:r released here . 

rho plan now 1a to do that on July f irst . However, things 

aro ao hectic around here that it may not be carried out 

juat that way . 

" I have not been able to got an:rth1ng clone on your 

ranches today , and it looks aa though it will have to go 

over until llonday . I am .,er:r aorr:r a bout this but there 

are just so many hours 1n a daJ and the times that 1 was 

f r ee , t he Secretary was not . • 

Opm 
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sauna,._ b M 1• C""ICI••••• 
WEI iCM 

'!'he l!onoNbla 
.Joi\1\ ':f. Hanea 

Under Seoretar.Y ot \be ~rea....,-

::y de.u- :.:r. HAneal 

Thh h 1n re;»l¥ to your le\t.er ot llov•b_. 
10, 1 ~:' ), I enoloft l!' "' oo >7 or t h e RFj2 f: ...,g .. 
~~or1ca Cor>>OJ'0~1on to rli10b I auwaeou ~n refer-
c.. • 

Y"'lrl taU.htulJ.¥ . 

.. 
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!boo B""khac 0Nup • .e .. n .... e, ~or, a..toa, Ollpllut, 

Opbea, h lq u4 ~t1el4 - •t 1A IIJ', ._e ottioe to ooaddn p..­

tll'1'14 etoclt out-beck. a r.p}T to tho! ~1 litter of •OT. 10, 

a rop}T to \be Balik of .Aae:rica 4tnctoro1 letter ot Oct. 15, u4 tbe 

"lilooz Lottora1 • 

0p,t-'btpk1 ~on ot tbe IJ'O'IIP UII.ID.!Jiouo}T -.tne4 tbe -J'Illda 

to tbe Secret..,. dated :JOy, 3 on cv.t-'baclte ot pJ'Itol'Tid rtoclt etW 

u:preeeed tbe opln1cn ot tbe IJ'O'IIP• !boonton, tbe cro'GP Ulco tor ., 

oppcrtunit7 to d1ICU.Is tbe pro'blOil with tho SocrliU)'. !boo qulilon 

noeda to 'be .. ttlo4 10 that tbe Cooaptrollor ot tbe ~ con rop}¥ 

to tbe cUnctora ot qlo-Ca11tont.ia on a cut- 'bsclt procel!nre. 

(lleuero, 011phent and Claaton were al>aent 4'Gr111C \hie d1ecu.011on, but 

llr. G81ton oul>ooquentl.T I.Ad1cato4 hie aoeant to \be dlchion.) 

0"pp\al lotter1 .t. ropJ.T t o tbe Glu.ninl latter ot •OT. 10 wu 

ocroo4 to lUI4 propared tor tbe horot&Z)'h el.p&tnro. 

!sk of Wrie• lt»•rt Mr. ~ reported t bat be ha4 a 30-pa.p 

drat\ ot a rop}T to tbe B&J>k' 1 cUroCtor o 'bnt tbet be _. cUeeaU otled 

d t h U &114 had uo\ber CJ'OI1P 110J!d.nc on uotber draft whl<>h 'I'CGld be 

oocplotali 'b7 tbe 1114 of tbe woe1t. S. ukali t be opinlon ct tbe C%"''ZP on 

whootber tbe letter oho'al4 be a 'broll4 ro'bnttal ot the 4lroctoro' letter 

or a point•'br-Poi* rohtaUon of MGh otat•ant 1lllda 'b7 tbe 41J'Ictoro. 

!!a aleo ukeli wbetber tbe r.,lT ohculli 'bo 11114• \be tonoal. letter ot 

warn&JIC u.ndar aocUon 30. 

c0110-.u ot tbe IJ'O'IIP - that tbe r.,lT to t be 4lroctoro 

be •- tbe "-roller'• 
eho'al4/oM atronSD.c tbo r .. =• ntal polite ... .......,. 

poe1t101l u4 thM a eoptlllaWo 1101'1 a.t&Uod letter ot wrniiC ohcal4 

Regraded Unclassified
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JOB 'HI gcmma 

Toohr4q I bad. a brief tallc nth llr. Crowlo;r darl.Dc 

whiah be bra"lllht "'P the 11atter at baDltl.Dc lOCiolaUon. Be oaid. he bad 

110 lociolaU.,o plano &D4 4eo1red. DO ,.,. lan. Be bad beard tbot 11r. 

J aaloo .... th1llltillc al>cnlt ngceotl.Dc tbot the c...,trollar'• affiae 

b o tra1111'orred. to the l'DIC . llr. Crowlo;r oa14 that ~latlou nth 

t he 0011Ptrollor1 1 orpaisaUon wre DOW tiM, that be bad DO d.eolcl10 

o11 t he of!lco, &D4 that be hoped TCJU would. 'lllld.lntu4 thet be 1o 110t 

•trad.illc" nth llr. J:c:cleo or azo'OM oloo to pt -..ch loctolation. 

.tpparont}T thhlldnc alone the 11110• 7011 ~·t•d. 

to M the other •.,onillc, llr. Crowlq YOlnntoorod the wu;eot1o11 th!<t 

the 111tel'-d.epartme11tal cOIIIIlittoo be called tocotber u4 that e..,h -ber 

h Mked. to otato pla1111T whet hio lo&iolatl"" plau are. Be tlWIIr:o 

a ombore of the coaaittoe ohaW.d. be aaolliobod. DOt to 1 1up1ro1 the 

111troctact1o11 or billo liT Cancro•- w••• theoo billa are fl..nt 

----- --
.t.a to the - ot .IMrie&. llr. Crowl o;r oaid. that ba 

1o aaro 4etoN1nod. tban nor to help olaan 1t vp and ottorod to help 

put proowro on the - at the propo.r tiM· Be -•ted the 

tollowiDC procednrol 

1. J. latter of wan>I.JIC be oo11t liT the CODq>trollor 

ao -h before the tiret of the 71ar ao pouiblo. 

2. lbortlT after the firet of the 7e&r tbo C-trollor 

becin a 110ot ooarolWic ezwiutioa of the lealt"' clootomiM wMther 

• 
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2. 

~be allueo -1-'- 1A \be w 1111 11\\er are o\111 oa\S.W.C.' • 

ottoro4 \ o 1-.t \be ~ ... uor 1011 \be rDJD ._,..,.. --u•Z7 '­

ull:l \be ox-•••Uoa ao ~ -.4 u \llol'ftCb1T ao pooollllo. 

3. It \be ._,uUoa Ilion ooa\"-4 'llll..to u4 

UDIO'IIJI4 prM\1011 1A \be 11111111:, \be 0..,\rollor ollnl4 ,... -Uoa 

30 .,..u.• the ••n•c••"'• 
• .' 4* the - '* \be\ \be o..,.rollor moao 

oooUon 30, \be JI)JC w1ll aoUl)' \be - \ba\, 11111111 1\ -· \be 

o..,trollor' o oriUota., \be rDJD '1'111 \oleo 1IP \be qa.oo\loa ot 

oupoa41Ac u troa ~ 
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•· '· r. Gia..tat., 
.... et -- llniMU. fnlft ..... .,._ ··-J·U.. 
S..af)oa•J-1~, 
laa fnw1_, CalUU'tda. 

DMJ" ... Ofew1Jef 1 

ru. 18 \e eeD-1 .... 7f1IV l.ft\er et leu ' r lOUo. 
I aft ...,.., \loa\ \loa '-~-D - luk ud U.. '-" 
\roU.r o! U.. c:oor....., *1* 1• ....n.., are •err -
,.,are \e._ M\\184 wi\b \loa\ ott1 ... fhe ...ttare oC U.. 
laall'e _,..1\ere.., alWI!T• "- toa 11\ 1a riff a184 ud 1 
.. pl...- "-' '""' &oalcl .., _, '""' we .. u ... 1\ 1e \be 
80e\ U.,ortu• eo•lAieNUoa. I ....,. \be\ U.. luk ot Aarlea 
I. f. • 1. A., u\1111 1a \be 11M\ 1-'er..,\a et 1\e ~poe1\ere, 
.Ul Mire e a1...-. ettort \o - \be Cellp\roller'o orl\lei-. 

81~ TOOlre, 

AIR IIUL 
R E G 1 S f ·E R E D 

Rotun Rec eipt Reqllloted 

~68 

Regraded Unclassified



... . • • p, Q:l&BIIial, 
Ba al< or h0'1oa JlaUoll&l !l'U\ 

aod S.rlaca A .. oc:l&\loa, 
Goa Fraaa1- Hoa~ra, 
taa r ...... lloo, CaUr orala. 

Poor M:r. C:l&BIIiall 

l oveabor 17, ltS8 • 

t h1o 1e \o a.-Uclce rov l ot.t.er or ..... -.. 10\h. 
I _., ropoo\ U..Ot. U..O U.U.o be\ooeo t.IM kDk u4 t.IM Cooop­
t.roUor of t.IM CllrroDIQ', oblcl> T"" rortoo, oro n rr P'"' 
aod oro t.o bo oo\U .cl oit.h that. ortleo . t ho oolto.ro or tha 
Balik'• dopoo1\ora boo obq o booll ro..-.t. l a"" a1od aod 1 
ao plooo.cl thot ,.., lbould 00¥ that. 'f<>o. too bol10'N 1t 1o t.ho 
aoot. ~rt.oat. oooddorot.1oo. I hopo t.hot. t.ho Baal< or .lllorloo 
J, ! . & 8. &. , aot.i iC ln tho bon lllloro.t.o or 1to a pooit.oro, 
wUl Ml<o a oioeoro ottor\ t.o ... t. t.bo a-trollor•e or1t1e1-. 

AIR MAIL 
RE~IS T iRED 

Rot.IU' n R•ooi pt Requhted 

' 
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SECuRITIES AND EXCHANGE COMMISSIOH 

WASHINGTON 

, 1 rti1S 110. IIJSY ....... a.~= Clllll .. 
PX. &lP w •• •ca. 
T.u!D 

liovc .• ber 1?, 1938 

T!.c ?ionoru'b1e 
The Secretary of the Treasury 

:·y ,.c: r ::r . Secrete.!"'y : 

Ti11s C~=lssion hD.s !:'•fore 1t a t•e,.;lstr::t!o:t 
'Y ... ,~ct~n t. t-. annual re jort filed by Tr~nrr .. ~rl~n co:-Jo­
~ ~ lon ,ur ca&nt to Seetlon 1~ and Sc~tlon 1: of t~a se­
~a!•1t.1es ~ohnnoe Act o!" 193-!, ns D..lencieC.. Fro:.t an ex­
.J1Mt,1or. o!" the caterlal ;1~e<i, 1t. '·9PPP~4 to :.h e Co..:­
l l ~ 11on t.ht..t tLe rco,la t.ra tlon Etat.e.1cnt r.n~ &.nnual re­
'"''~ contain ral.~e and ::llsleadlr.,; in;or:natlon 1r the ;·:.­

.~!\r.Ci{;.l R t.a t.e::e~:.s s et fort.~ t.!1ere1n vrl t.l'". rea~ect to 
Tr\..t~,..=u.,.\!rlc~ Oot"'cP~.t.ion anC. 1:-e 3Ubtilflo-.r1 et ~ 1ncluC!.r.: 
.... "!~t 'Jl' Ao et•1ca :: .r .e: S . A. 

In ccnnectl on 1·rith a furth'!r oxem1nnt..ion by 
thn Corn:illsa1on , may I r·espectfull:,· t .. equt:Jo t tha t c ertain 
:•ecordo on fil e ·::1 th the Cc:-n? trol1er o;: thv ;;nrt•enc.:r or 
;}O•l1es t :tercof be oecie avaUe.ble to repreacnt:..u·,es of 
the Cou:Llcs1or. ~0!' 1:1so ect1o:1 and u ee ln any ? Ubl !c !"' ~ar­
!... · r.111oh ,J.o.;; Q p c.~thoi-1ze6. 'by t.1tc Co:.n1.~~1on t 'J detcr ­
·"1!'1& "'hethcr Transa;:~erica Cor , or·tion :t~.o t~iled to ec..l­
>li •·1tl: ar.y oro~1s1on of t.he Securl tie~ :-.xc .. ar.,;e ;.e:. of 
J ~"'"~ ' &E n:2ended. 'l'.te 1n!or--.Je.t.1un 6.ec1reci :lt t.t!s W-=:Ie 
e~.:sie 1.a of the reoorts or the national 'oan~ p:.;n:~l.~et•.: 

'n S::u •• t of A~erlca :·. :- .:': S.A . fot• t!te nerio<l 1931 to 1:33 
!n('lac!.ve, t.()bet.her ..-·tt.h 3'.1CO co:}1ee ., •. c.:.J eontr~ct.a, 

• _;rceJcnto end ot.'ler source ::tt>.t erlal rc!'er:eci t.o ir. .-uc .. 
-'CJO!"t.6 AS ~- b e a vs.il:lble 1:1 t.he rtl e;~ oi' tf:e C:> .... ::~rol ­
ler o: the ~~rrency . 

YOUl'C fn1thf:.llly , 

~xPo~D~u~ 
Cha lroan 
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Toa !ho Socrot ar.r 

J'ro• • Ill' • """'' 

no. tollow1ac Mn troa tho Socur1 Uoo and l :rebaz>co Coooo1oo1on 

will bo proout •t tho 3130 contoroDeo tbh .ttoi'1IOODI a..oter x-a, 
o. J. llocco, !Iorber\ CohD, Dart4 OiDo'llvc, 0114 poodbl7 tho Cbal.....,, 

11111• o. Douclu , 1t ho """ oo arraace b1o oeb84ulo. 

r . .u> .~. 

2?1 
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RB BA.IIX OF AliElUCJt A.)JD 'l'lUJiS-.umRICA 

Present: llr. Banes ·~ 
•o•a•ber 17, 1938. 
3:15 p.o. 

Douglas : 

B.M.Jr: 

Douglas: 

H.ll.Jr: 

Douglas: 

H.ll.Jr: 

Douglas: 

H.lol. Jr1 

llr. Taylor 
llr. Upham 
llr. Duffield 
llr . Oliphant 
llr . Foley 
ltr. Gaston 
Ur. William o. Douglas 
!lr. Collen 
llr. Ginsberg 
Mr. Lane 
Mr. Rogge 

Well, I assume this is on Trans-America . I•ve Just 
come in very late on it. 

So Kr. Banes informs me. Also I assu.e this is 
strictly S.E. C. and Treasury business. 

That' s right. Well, on that, llr. Secretary, I 
have tor the S.E. C. one matter to state and two 
questions to ask. 

Is that fa ir? Well, l et •s see . 

Well, as to the first, the Commission has authorized 
the issuance of an order under Section 19 A-2 of the 
Securities and Exchange Act of 1934 for the purpose 
of institution of a delisting proceeding or thp secur­
ities of Trans-America presently listed on national 
securi t ies exchanges. That is, we have decided to 
go ahead. 

You have voted? 

We have voted, t hat is, authorized it. The order 
bas not as :ret issued. It will issue rorthwi th on 
getting the answers to the two questions. 

The first question is whether or not the Tr easury 
sees any r eason why we should not go ahead. It the 
Treasury sees no reason why we should not go ahead 
forthwitll. • • • • · 

Well , witllout advice f rom cnybody, I would say t he 
sooner the better . 
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Douglos: 

S.li.Jr : 

Upllu: 

Douglas: 

Olipb.ant: 

S. ll. Jr: 

UplliUIII 

Douglas: 

H.ll. Jr: 

Douglas : 

H. ll. Jr: 

-2-

Well, it Treasury bad a~ teeliq oa the utter 
tllat we sllould DOt, we ot tbe Ca..i .. i oa would 
like to kiiOw, because •••• 

Well, we'll settle it ricbt DOW. l ow, I•a talk­
ing tor JIQ'selt . 

Tbe representative ot tbe Comptroller ot tbe 
Currency - bave ;you 1 ot &1lT ob Jection? · 

I would see no obJection at all . I was wonderiiiC 
it wllat llr. Douglas bas in alnd as a possible 
objection would be a bank run? 

Well, tllat or an, otber kind ot s eisaosrapbic 
result . 

UpbeavaJ. . 

Well, unless llr. Upbaa wants to take tbe position -
do you • •.. 

I would see no objection to tbeir going allead as 
tar as we are concerned. 

bee, our decision does not involve deciding t bat 
tbere will or there wi.ll not be favor able or 
unfavorable reactions ot tbat k.ind . Tbat's not 
our Job . 

Well, knowing wbat I do ot tlle wbole picture, I 
would say tbat tbe Treasury would be del1gbted to 
see ;you do tbis, because we tbink it sllould be done. 
P'roa wbat I know - I mean I don• t know - h-011 wbat 
I know, I•d be delighted to see ;you do it. 

Well, then, tbat• s tlle answer t o tbe queatioa tllat 
we wanted to bave before we actually took tbis 
public atep; tbat we are prepared to do t ortllwith. 

low, tbe second question tbat I've asked • ••• 

low, Just - I tbink I better - wait a ailalte, better 
aelt tbeae people. Don't usually do tbat. Kenan, aar obJeotiona? 

W.U, I•d deter to Jo •• I baY& 110 a Qt to ..u. 
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H.!.l.Jr: 

Hanes: 

B. !.! . Jr: 

Hanes: 

H. 'i . Jr: 

Oliphant: 

B. !.l.Jr: 

Olipbant: 

B. li.Jr: 

Oliphant: 

B. M.Jr: 

Oliphant: 

B.r.t.Jr: 

Fol ey: 

H. 'C.Jr: 

TliJ'lOr: 

B. !.l .Jr: 

Douglas: 

B.II.Jr: 

Douglas : 

Jolln? 

I see no obJection at all. 

I mean from tile standpoint ot tbe Treas~.~ry . 

None at all. 

Berman? 

I bave -No, I bavenlt anything . I assume tllst ••• 

Ilm asldng for tbe Treas1.1ry, from 01.1r standpoint. 

Oh, trom the Treas~.~ry standpoint. 

From the Treas1.1ry standpoint. lfot whether 1tl s good 
or bad in the ••• • 

lly answer oas to assume tllst the thing tbat Upham 
mentioned is not serious, or it serioi.IS bas been 
sategi.ISrded. 

Well, I asked Upham first . 

I haven 1 t anything to add to wile t 1 s been said. I 
heartily agree. 

From the Treas1.1ry standpoint. Ed? 

I think it's the thing to do, Kr. Secretary. 

Wayne? 

(lfods approval) 

Xoulve got ••. - well , all right. 

There as a collateral question to the first question 
may I ask this? Should we independently seek tile 
views of F.D. I.C.? 

Weld be glad to do it tor you. 

Could you do tbat? 
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B.ll.Jr: 

Dou.slas: 

UptlaJII: 

I! . II.Jr: 

Opllam: 

B.li.Jr: 

Upham: 

B.II.Jr: 

llpb.am: 

B.II.Jr: 

llpllam: 

B.II.Jr: 

Douglas: 

B.II.Jr: 

Uph8JII: 

No can do it within the hour. 

All right. 

Now, the second question .. .. 
Crowley 1 s not in town. 

,·/ell, somebody is there, isn• t he? Isn• t &Q)"body 
there? 

Well, of course, 1 1m a meaber of the Boa.rd today. 
l suppose the Senator is in town. llr. Crowley ia 
the executive. I can call b1a up. Be's out in 
Chicago . 

Well, do it before ... 
He'd be the one to consult. 

Well, before sunset give them a yes or no; let llr. 
!Jou.slas know. 

Surely. 

Talk it over with yourself. I think before sunset •• •• 

All right. 

I might say for your information tb.a t the Bank of 
America and this whole thing was originally brought 
to our a ttent1on by llr. Crowley. · Sae? It was 
originally brought to us by llr . Crowley. 

Well, llr. Secretary, tbe second question that we 
have to ask is this. Can we get fr011 tbe proper 
officials here &Uthority to use, first, in our 
order, and second, at our public hearings on this 
matter, the data which we have with the permission 
or the Treasury examined, which bas been obtained 
by the Bank Examiners? 

Well, do you (llpb.all) know ·~ r eeaon ._, tbey can• t? 

Wel~, ~ dispositi on • ould be to aay yes, but I 
would want to have lqal counael on tbet. 
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Ollpllo.nt: 

H. Jl .Jr: 

Ol1pllant: 

Doug los : 

B. U. Jr: 

Douglas: 

Opbru:l : 

B.!I . Jr: 

Upllam: 

H.M. Jr: 

llouglas: 

Lane : 

-s-

Want to check that, the exac t legal s tatus of the 
hxaminer•s records . 

Give 111m an answer by t omorrow? 

Xes, by tomorrow. By t omorr ow noon he'll have an 
answer. 

We•ve been thinking about it from t wo angles: first , 
our angle, because the f acts wllich we have been 
working on and tile key facts on wbicll tile order 
will be based a re f ac t s that normally we would not 
bave access t o, coming from Bank Examiners . For 
our o~ protection, so as not to moke our proceed­
ing vulnerable or to any way impeach us, lfe would 
like th&t author~za tion, if it is proper to get it. 

Well , I' ll say tllis for tbe benefit of -.y own 
people. I'd like you t o have it, and tllere would 
!la ve t o be an awfully a irtight legal opinion whicll 
woul d influence me not t o give it to you, see? Now, 
aft er all, if we can g iva t llese people access to 
income tax records t o help them, I don ' t see why 
we can't - which i s much more confideptial, I don•t 
see why we can't g ive them the Bank Bxaminer• s 
reports. 

Without th&t da t a available to us, legally avail ­
able to us for public use, ~>e could not forthwith 
issue an or der, because tile facts independent of 
tlla t Bank Examiner data woula not be sufficient. 

May I ask, Mr. Secret a ry, if we have a copy of tbe 
da t a wbicb tbey took off and the report whicb was 
made by S. E. C. men to tbe Commission, so tbGt we 
~ould know just wha t it is. 

Uo , o;;e oaven' t. 

That you want. 

No , we haven't got that. .ve•ve asked for it, but 
we haven't got it. 

I• m not sure wbetber it ' s been sent. 

!t bas not . 
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DoU&l DS: 

Lane : 

Dougl&s: 

B.M. Jr: 

Uout:la s : 

ll .li . Jr: 

l! . ;J . Jr: 

L>ouglas : 

H. ;.! . Jr: 

I~ has not been sent . 

It call be sent over . 

-6-

That can be sent and tho opinion made on the basis of that . 

Yes . 

Conceivably befor e 'lie get through with the public 
hear ing, our re-1uest for tha t specific information 
might not be the l es t request. 

That ' s all right. 

There 2ight be other supporting material that we 
woulo need from you under similar r elease . 

•leU, i t' you will send t ha t to me officially , I 
will see tha t it goes to llr . Oliphant and to !.!r . 
Upham. 

But just l e t me tell you, there ' s e lwe.ys - ther e 's 
an a ttitude and there ' s u legality . Uy attitude 
is that 1 1 11 do everything possible to give you 
a nything i n the Treasury; a nd th& thing tha t you 
may want before you ge t through, that you haven't 
11. sked f or, is t he 1ncooae t ax of some of these people. 
See? . . 

Oh yes, tha t's wny I ment i oned the fac t t hat ther e 
may be colleterbl supporting materi61 tha~ we may 
neea, that ~oula not be embraced ln our original 
ret,uest . 

cut as to our attitude, we ' ll do everything -.;e can. 
We will not only give you o~aurid , but Ne wil l lend 
you people, s ee, t o assist you, because, as I said 
befor e , I consider it one of the mos t difficul t and 
one o f toe most important problems that affect the 
Administration. And I've asked myself t he question 
as to nhe ther - who • s running the financial affairs 
of t he "/."e s t C:oast, the United States Government or 
Mr . Giannini , and I don't kno\Y j I don't know. So 
the attitude here will be ths t anything that we can 
give you, you ca n nave, unless tnere is some specific 
statute wh.ich forbids us to do it, see? 
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Douglas: 

a .u. Jr: 

-7-

Re appreciate tbat. This proceedin& of ours is 
premised upon clean-cut violations of the Securitiea 
and £xcbsnge Act, and our decision is on the merits 
of the speci fic violations ; no Question about i t . 
But we are at the same time extremely sensitive 
to handling it in such direct public manner without 
consulting you here to see if there wer e ot her 
untangibles 1n the situation that would be • •• 

Well, I appreciat e t hat. 

And also for the people here , right from the begin­
ning when we started - was it last January or 
February? - ••• 

Opbam: February, I believe. 

B.W.Jr: ••• I've kept the President constantly informed. Be 
knows just what the situation is and be is keenly 
interested 1n the situation. He wants it cleaned 
up. 

Douglas : 

li . r.I .Jr: 

Douglas: 

B. ll.Jr: 

Douglas: 

B. II.Jr l 

Outfield: 

On the use of this informati~n, I might say this, 
that many people, immediately our order is published, 
es 1t •!rlll be, would know instantly where that 
informati on came from. 

That 's all right. They know now. If you wa.nt to 
see my files - llr. Giannini sends me telegrams 
and letters - he knows. Ana so I 'm prepared for 
that, i f that's wbst you mean. 

Yes. 

I ' ll take the brunt of this personally, Bill; I'll 
take it personally. They'll take lt for granted 
that r . instigated it. But tbat' s ell right; it's 
a good fight and it's worth fighting for. And the 
only thin& that I regret 1a that it wasn't done 
five years ago. I appreciate your saying that, but 
I ' m prepared personally to t ake it. 

Well, thet Just about covers the thing from our •• • 

Have you {Duffield) g iven them a copy of that chart 
wbich you prepared on Trans-America? 

I ran out and I ' m getting some more. 
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H. II.Jr: 

Hanes : 

Dougles: 

tune: 

!I . :J .Jr: 

Dougles: 

Lane: 

H. li. Jr: 

Lant! : 

uouglus: 

H.M. Jr: 

Douglas : 

.. 
·. 

-8-

Well, get one out of lliss Chcunoey. 

Ask~ secreta ry; get it right out of the office there . 

Anything else t o be added, Chester? 

No , that's all. 

' 

Just a moment, I want to ~ive you h copy or this. 

I suppose i f we give you this ansKer you ' ll get it 
out by Monday, something like t hat . 

We 've gone over already a first draft or the order. 
Ne 1 ve given <l!rtsin instructions to the s taft tor 
revision or the or der. It will take a relatively 
snort time t o get it out. 

. ""'Jf':' 

~ 

• 

I think perhaps it should be understood that the 
type of investigation we cun make would be a very dif­
ferent type of investig&ti on from what would be made 
by the Treasury if it were going into the situation. 
I mean we have t o dea l with accounting deficiencies 
on the registration statements filed with us, primarily. 
We expect t hat when vre get into those accounting defi­
ciencies, they will open up the conditions of the 
whole system very widely. But our immediat~ legal 
problem is whether they have told the truth about 
their situation in their statements thot are tiled 
with us. 

But I t ake it from what llr . Douglos said that you•ve 
crossed the bridge, that you're convinced that they 
have broken the rules which t ney should live up to. 

That's right, yes. 

That ' s correct. I mean we're opera ting on a different 
level than you may be oper a ting on. We're operating 
on the legal level or our own statute, violations of 
our statute ••••• 

Well , aside - I 1vant you ••• 

••• wbicb may give a much narrower orbit to our 
inquiry t han Treasury would make in e different kind 
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Lane: 

H. loi . Jr : 

llouglas : 

H.:.I . J r: 

~OUGlas: 

H.» .Jr: 

Doll4llaS! 

ll.M. Jr : 

Opb.am: 

H • .!.Jr: 

Douglas: 

Duffield: 

Douglas: 

H./.I ,Jr: 

-9-

or proceeding, b ecause tais i s Just for the purpose or de listing . 

And particularly as t ne respondent i .n our proceed­
ing will not be the Bank but be Trans-America 
Corporation which is registered with us. 

Well, you see t hat, which Duffield did - I don• t 
know whether you've seen that already, but 
Uuffield di d that for me last week. First time ••• 

Yes. 

•• • I 1 ve ever seen it put togetb.er . 

A number of tnese compaoics on this ch&rt are drawn 
into our accounting picture at the top. 

And you ' d be interested - llu!!ield is doing nothing 
but this for me . I mean he ' s concentrating on that , 
so - and he 's available also. I mean he•s Just­
t his is his Job; that's all he's doing . He•s busy, 
t oo . 

Anytb.ing else, Mr. Secretary? 

No, I think this is fine, and as I say, we ' ll turn 
ourselves inside out; that goes for you, Cy . 

Yes , sir . 

hnd we have a letter from Mr. Crowley - of course, 
it was the Bank of Aa£r1ca, which is the swae 
picture - he said tlwt he woula give us any of 
Dis st&ff to help on this tning. So what you've 
got - I can say that you could dro• on F. D.I.C. 
for anybody that you want, you could draw on the 
Comptroller's office, you can draw on the Treasury 
proper . 

In return we will issue some complimentary tickets to 
the public bearing . 

I ' 11 be there. 

Have a reserved seat for you right in front. 

It you'll supply the bodyguard, I ' ll go. 
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lJoUjllaS: 

H.:J. Jr: 

iJouglas: 

H. l! .Jr: 

-10-

!lay I ke ep tb.is ('l'r llns-Alller i oll obart)? 

Yes, that ' s f or you. 

Oood-bye . 

Oood l uck . 

281 
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• 
.. ...... 17, 1cnl 

lK "', ehf I 
• 

' ' u.a ' , ... I •nnw 1a &"Uaw Mr. c.....,1e7 .. 
, .. ,._ t!r lAIIII ~ to .,,_, •u-sa. 

I ap1•1ned to Ida _..\ \M SIC pl•Md rit!Wa a t• 

..,. to dto '"'-ia to .... - •tv' \Mtr ltock allooald 

110\ lie ..U.W t• n.l&U. Ill \lie leoaruue .&o\ ot 1934. 

I told Ida \lie\ i.t. dtotla t!r \lie SIC dep&llde4...,. i.t. 

t.Ua troa ,......._ ot -••\iGa Ill \be 11u1t ot .&Mrioa IriS.& 

Mile _, \ .. Ol'tloa Ill t.ba eo.pvou.r. I tol4 Mr. C.....Ie7 

t.ba\ \M QMeU• Ill .uDc nab •t.er1a.l aftilabla to t .. Sill 

1a w .. _ ............ -1 ad w1ll proballl;r ... ~ 

to ... rw. 

I \aU llr. CraJ.e, i.t.\ ... """ll•• lilA a\&W \t.t U 

i.t. 111 1 W.., o11Jeft1aa to \lie d\&Uooa be wovld IIOt 

_.. u. I naw ua 11r. D• 11u w .u tllat \lle7 ,.... 

tlalq •a'1Ma4 *' u. ·~ Ill t.ba1r la bed ...... 

uolaW, '-' tMt ..-- •tor1al p\t.red tr<a t.h1a otn.oa 

- I ttK ... ar.J.q \t.\ ... 

-- ,_ ukiiiC .... \lien ... 

Regraded Unclassified



• 

1'NU111'7 object10D to tho C1td1oa lq 1a tbe tact tbot be COD­

aldtr.d it -•11>1• tbot tbt,.. would be Mnlr!nc di.ltllrbccea, aDd 

-liblT boDk nma, on the Pacitic Cout. I tolcl .,., Crowlq 

tla t tbt n-.. •1U7, 1acludinc the C011pt.rol1er 1 1 Office, bod enured 

~~r. Douala• tbat we bod no objection to 1111 action 111 citlnc tba 

Tr&llleMrica CcrparaUCII, and tbtt we n re dia-ed, it •• ltcallT 

could do eo, to ub aftilablt to b1a an7 and all 1atoration 

tbot we bod. 

I tol4 .... Crowlt;r tbat .... Douala• bod aaked 118 to 

aecartaio it tbt FDIC bed &D;J objection, wblcb wu tba reuon 

tor ~ call. .,., Crowlt7 ueured .. tbtt be bod 110 objection. 

lit .. ld t.bat ba tboucht tba COilpt.roller of tho Currenc;y and tbt 

FDIC are on eou.nd eround 1a their own contMplated action agaillet 

the Bank of AMrica. lit eaid tbat it tba SEC, b;r ~~aloi our 

•taral, ca.n Mklo their action etielt ba ia 1a tuor ot tbair 

collie a bead. lit stated thtt ba 1e ahtolutal;r 1o accord with 

the action conteaplated • 

.l r.., _,te after .,., Crowlt;y and I bod coccluled our 

conur .. tlon I n e c:alltd oc tbe telephone b;y John licbola, Cbiet 

En••,.,. tor the FDIC, who tolcl .. tbtt .,., Crowla;y bad tallted to 

b1a wubaequant to h1l conur .. tion witb M and tbtt be, at .,., 

Crowle;r' 1 request, .,.. callillc .. to ....ttlna the position .,., 

Crowla7 bod taktc, and to aeaure M tbat it • •• the 'rift ot both 

<L tb• that plana ahoulcl •on tornrd u aarted upCII• 

llpa 
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TO .. ,.. 

TREASURY DEPARTMENT 

IMTD OI'PICa COIIOOI-UIIOIIICc.J:A~TION 
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!bh ottioo haa prerlouol.7 aolalovlodj:ed :rour letter of October 11, 
1938. I vioh hero to reatfira our poo1t1on with roopect to tho -.Jor 
pointo vbioh :rou diecuoo In that letter. In order that the problema 
involved ~ be perfectl.7 cl ear, I viob to outline once •oro the maJor 
8tpeot o of :rour bank which constitute a 48n&or to the public intoreot. 

!hooo aopecto center about the tva facto that oo o.all a portion 
of the t otal !Undo of tho bank 1o capital tunds and that oo lar&e a 
p~oportlon of tho total !undo io inYootod In fixod or basardouo aooots. 
:Zither one ot theae two facta b:r itult ,..uld be cauoe for alaft, but 
ox l tt1D« olaultaneoual.7 in the o..- lnoUtuUon, tbo:r aoOUIOe ....ch 110ro 
oerious proportions. '!heir olpificMco vith respect to the public 
Interest io atill further enhanced vhon tbo:r oxiot In such a «igantic 
institution haTiD« aucb far-fiUD« operaUono ao tho Balllr: of Merica, 
r.atloD&l !ruat and Savings Aosoc1atlon. 

!he banlc hao capital !undo eqUal to about 6.4 percent of ita 
t otal !Undo. !'hie comparee vith an ootl.matod 10.9 percent for the 
bnnko of tho country as a whole. It .. ant that if the aooeto were 
t o depreciate 6.4 porco.nt in Taluo, or it 6.~ percent of the aosota 
wore to proTo to bo vorthleao, the bank would be lnoolvent . 

On the other hand, 14. 2 percent of tho !undo of the bank are 
lnvootod in fixed and halardouo aoooto. When thio percentage io 
compared with 6.4 percent for the capital , tho oerlouoneeo of the 
a1 tuation be c.-eo inescapable. Some of the fixed aaoeto and all of 
tho hasardouo aoeeto haTO no place in a coed beDk. 

It lo not tho function of thio office to dictate or oTOn to 
auueot the opeclfic practices which ohould be foll.,.,.d b:r the banlc. 
Eove•er. i t ~ be usetul for 70u to haYI our opinion eoneerniDg 
bro$4 princi plea vhich are involTOd. Vhon a bank Ia in ouch a 
precarious poaltlon, ever:r poeolble atop 1111ot be taken t o i.aproTe 
that poaltion. lbt in tho meanu ... Ito operationo 11111t be carried 
on vlth particular circuoopection oineo It cannot oatol:r bear nov 
rhlo:t .uch ao can be aoo,...d b:r a bank vhlch h in a oound condition. 

!he ll&in lon&-run concern of tho d1reotoro of thla bank 11111t be 
to incronoo the capital until It boaro a roe.aonablo relation to tho 
t otal !Undo of t he bank and to ditpooo of tho bosardouo a11ota until 
tbo:r are reduced to nomi nal proportiono. 
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• 
If capital tu.a4a UIU>Ot be ~41atol7 iDC.....,ed a.dequatel)- froa 

tho aalo of otocll:, the earniQCo of the bull: ... t be uao4 to ball4 up 
tho capital ao rep14}7 ,.. poooil>lo. AD4 onD 1.t capital """ be r&ioed 
throuch the oalo of preferred otocll:, earnl.JI4o -•t be uoo4 to retl.ft 
th&t otocll:. 

On the other bond, h&•ardouo aoooto IIUot be diopoood of ao rapi41T 
ao poloiblo. A.oeto muat not be hold vitb a Tiov to profitins f rom a 
problematic&l rite in value. An aooot which could net legitimatol7 be 
bo\14bt CIUIIlct logl t1matol7 be hold. If thoro art probabl e l oa••• in 
the a110t1 of tho b&ftll:, thoao loooe1 1hould be ro&li•od nov. Ordorlr 
liquidation of the h&<ardoua aeoeto of t h11 bank i 1 ab1olutol7 noc•••&rT· 

!he &tfairo of thio b&ftll: auat bo 411ontansted fro• thoae ot fralll­
uerlca CoJ'poration and other corporation• 4oainate4 b7 the oa:o 11&1>­

acoaont. !he proaent sanipulato4 tituatlOD c onotltutol a violation of 
t ho 1pirit an4 letter ot banking lav which can no longer be tolerato4. 

J'in&ll)-, if the !oarcl of Directoro ro&ll)- wiohot to rofore tho 
bank and mall:& 1t a credit t o tho State of Call.tornia and the na.tion, 
1t will ull:e a .. rloue attupt to aocort&ln tho truo con4i tion of the 
benll:. llothing 1a to be gaine4 b7 anyone coDcorno4 retueins to face 
the true eon41tlona. I hope th&t rour coalttoo vhich 1o otu471ng 
the oituation will be but the beginning or & nov ora ln tho hiatoJ'T of 
the 'benll: in vhich tho board vill re&ll7 pertom the function or dete!'­
llli ning and directing tho opere.tlng pol1cieo or tho b&ftll:. !Ilia office 
will be moot h&pp:y to confer and cooperate vith rour committee at any 
timt 1D determi ning upon eound future polioiOI· 
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