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The secl'etal'J 

llr. Upham 

Th1a 1a the letter I propoae tor 41reotara 

ot •·ank ot America -- to be followed later b7 a de­

tailed letter ot warning. 

Upa. 
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Novel!lbor 
18th 

1938 

This office hns previousl y acknowledged your letter 
of October ~1 , 1938 . I wish hero to reaffirm our posit i on 
vdth respect to the major points whi ch you discuss in that 
letter. In order that the p roblema involved may be perfect­
l y clear, I wieh to outline once more t he major aspects of 
your bank which constitute a danger to the public interest . 

These aspects cent er about t he two facts that so small 

2 

a portion of the total funds of the bank is capital funds and 
t ha t so large a p roportion of t he total funds is invested i n 
f1Jtod or hazardous assets . Either one of t i.ese two recta by 
i tself would be cause for alarm, but existing simultaneously 
in the same L~atitution, they assume much more serious pro­
portions . '£heir signit' icance with respect to the ?Ublic i nt e r­
est 1s still further enhanced when they exist 1n such a g igan­
tic insti t u tion having such far- f lung operations as tne Bank 
of :,. erics, Na tional Trust and Savincs Association. 

1'he bank has capital t'unds equ!l l to about 6 . 4 percent 
of its total funds . This compares 1dth an estimated 10 . 9 por­
COltt for the banks of the country a~ s 1•Alole . It moans that 
if the aesoto were to depreciate 6 . 4 pe rcent in value, or 11' 
6 . 4 percent o1' t he assets were to prove to be wort hl ess , the 
bnnk would lie insolvent . 

On the other hand, 14 . 2 percent of the fUnds of the 
oank are i nvested in f1Jted and hazardous ass ets . flhen this 
percentac;,e 1s COhlJHlred " ith 6 . 4 porcent for the ca!)ital , the 
ser1oucneas of t he situation becomes inescapable . Some of the 
1'1Jted as~ots a nd all of t he .hazardous assets have no pl ace :l,il . 
a r.ood bank . 

It ia not the function of this ofi i ce to dictate or 
even to eue~;es t t '•e speci.f1c proctices Tb1ch should be followed 
by t he bank. !lov:ever, i t may be usefUl l'or you to have our 
o9i r. ion conce~ing oroad !)rinciples which are involved . .ben 
a oank i s in such a precarious position, every possibl e step 
must t e token to improve t hat position . But in the meant ime 
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its operations must be carried on with particular circumspec­
tion air.ce 1t cannot sai ely bear new riaka such e.s can be 
assumed by a bank which is in a sound condition . 

The main long-run concern ot' tho directors of t h is 
bank must be to increase the capital unt il it bears a reason­
a ble relation to the total funds of t he bank and to dispose 
of the "hazardous assets until they are reduced to nominal 
proportions . 

If capital t'Unds cannot be immediately increased ade­
quately from the sale of stock, the ea rnings of the bank muat 
ce used to build up the capital ae rap i dly as possible. And 
even it' capital can be raised throu,!;h t he sale of preferred 
stock, ea rnings must be used to retire that stock. . 

On the othe r hand, hazaraous aaaeta mus t be disposed of 
as ra, i dl y as poss i ble . Assets mus t not be held with a view 
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to pro1it inL f rom a p rool ematical r i se i n va lue . An asset wh ich 
coulo not legitimately be oouent cannot l egitimately be held . 
If there are probaole losses in t he aaaeta of the bank, those 
losses s houl d be realized now. Orderly liqu i dation of the 
hatar<l.ous assets of this banlt is abeolutely necessary. 

The affairs of this bank must be disentangled f ran those 
or Tran samerica Corporation and other cornorations dominated 
by the same management . The present manipulated situation con­
st1tu toa a violation of t he spirit and letter of banking law 
which can no longer be tolerated. 

Finally , it" the Boa rei of Dlt·eotors really wishes to re­
form tho bank and make it a c redit to the State or California 
ana t he na t ion, it will make a se rious attempt to ascertain 
the t rue condition of the bank. l!othing 1s to be gained by 
anyone concerned refusing to f ace the true conditions . I hooe 
that your coomittee which is stu~ine the situation will be 
but the beginning of a ne" era in the history of the bank in 
>ihich the board will really per form the function of determining 
and directi ng the operating poli eioa of the bank . This office 
will be most happy to confer and coope rate with your committee 
a t any time i n determining upon sound future policies . 
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<!IItr Anl.\hl <!l~lifumia NathlllNI •ihmk 
of ••n .franri•r~ 

-..-.z. 21, 1938 

eo.ptl'lllller of •• ~ 
WUIIJ.ac'Da, J). c. 

Tour att..,Uon h lNIIrpectf'llll7 dtreotad to a c~­
l co.tlon 4ate4 \be 9\11 Snet., dpe4 bT a aajor1Q' ot \be Director• 
ot 'lh• All&lo Cel1forn1o. lfo.tiouel Bank ot SUI l'nllohoo, aetnowle«c­
tnc reca1pt ot :rour ott1oo l othr ot \be 31'4 uU. , uto:n&tng :rou ot 
progre .. Mde 111 \be oorrectton ot cr1tlo11:e4 tt-.e, ud ad'rtlliDC 
:ro. ot certain ot our tuture plana. 

Jlo.D:r ot tho -ttara ~la1J>e4 ot 111 }'our letter ot 
\be 31'4 uU. are ao c011pl1oated and aathoda ot corractiq "'• are 
ao clltttcult to arrln o.t, that our U.11e b.u bHn larcelJ' con.....a4 
l n att•pttns to tol!'lllll.ata a forward prograa poaaSbla ot O.CCOIIP11ab.­
act ad a1; the aaae U a o Sn o.coo!'daJ1co wt\11 dapartaental reqUire­
acta. Sb ce \be 9\11 lnat. , howenr, we han made addt U onal pro~ 
r .. e and tool \bat wa are now 1n a poal tton to outline Sn a aore 
dotSntte • .,. atepa we propoae to take 1A cooperetton wt th J'OUl' otnce 
ud \be ReconatNCtlOD rtnanoe Corpo,.Uon to place tbe attatra ot 
th1a S.naU tuUon 111 a eon41t1on to aerU \be appro'ftl or the Tarloua 
euperTialng authoritlee. 

rro. our ano.4' ala or \be report ot u molnaUon under 
coneideratl on and the letter ot t he Coaptroller under date ot October 
3r4, it ae•ed aj>pel'eDt to ua that one or tbe aoat laportant reqU1re­
atnta neceaMty s aa \be a11tter ot prortcllng the Balik -1 \II adell tlonal 
o•pltal. r.ot oo.l¥ to correct conditions "Oiblcll preaanted thmaelna 
troa tbe :bealner• e claaastlcatlona but to proTide eo o:ell tor the 
utabliehaent or reaenee against certain accounts or loaJ1a , ~de, 
other real estate and ot her aaaat Stems, concarnsne Wb.lch questi on 
hea been rataed lJ:r the l:lte&lner aa to collectabllltf rt\111Jl a reason­
able Uae either 1A 'llbole or ln part. 

Acting under the eu th6r1 tf ot a reaoluUoJl ot \be 
Board ot Director. ot t bla Bazv. UJ>der date or October 6, 1938, t\ 
co...S ttee or the ot tho Director a .. de OJl appUcetlon to the Recon­
etructton Jbanee Corporation tor the J>lll'cheae ll:r St or $17,000,000 
ot preferred stock or \1111 Bank , e cow ot '0111ch tonaal appUeaUon 
ror th la J>lll'cheae la reel ted 1-edi atel:r below ror tbe 1ntorw.e.t1on 
ot your otttce. 
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CoQtroller of tile evr.qr - 2 

llr. a.. 11Ubu4a 
Clliet, 1tree•o1 .. Dlnaoa 
JleooaetNoU.oa J'laenoe CorporeUoa 
a.a ~Oieoo, Calitonaie 

DMr llr. llluba4e: 

"'owber 1), 19311 

~plioetiota h llerebT -de w Ule a.oo ... u...ouoa 
J'I.Auoe Corporattoa tor tile p&J'obeee bJ U of tl-7,000,000 of 
preflln'M ewok of 11>e All&lo Celitol'llia I aUOGal Bulc of a.a 
helloieoo. 

T1ID llilllOil tin bllllclrecl tbouud 4ollare 11111 be 
11eed to ~ire tbe prefel'J'ed etook DOW bald 117 tile s.p~..a.er 
Coepaq; t 2, SOO,OOO.OO to retire tbe prefel'J'ed eto'* - bald 
br tbe Shtadar4 ou Coapaq of Celitonoie; &114 tu,ooo,ooo.oo 
to be reoelTed 117 tbe B&lllc. 

'l'b.e ~o~al. ..oun~ of tb1e •to'* h w beTa a par 
Tallie of $5,000,000.00, to be retlrable •' $17,000,000.00. 

'l'b.e rate of 41 Tldaad, eobed!.&le of reur-~ and 
otber ooa41 tiona gonroing the h euanoe of ~bh etook are to 
be agr.-4 llpoll at a later de~e. 

'l'b.e UDdaral!llled are a ooaa1 UM 4111T autborized 
b)' the Board of Direotoh of The Ataalo Celltl>l'llla Iatioaal !laDir: 
to aako tble 11Ppl1cat1on. 

ReepeoU'I&~ •t.1Ue4, 
(Siped) lloniaer nalebbacker 

" P. I. BooTU 
• s.a&al ~al&a 
• Wa. B. Re1a 
• • . o ......... 

Following tb.e t111ng of tbe aboTe aanUotaed eppl1oet1on, 
llr. Seauel 11\ubaade, Chief J:De1nar of ... R-aetNOUOll ,.. ....... eo .... 
poraUon, and b.h aeooclatoe were t.aediatel.J' oontaoted and requeeted to 
aalco an exealnatlon of all of tbe or1 tlol zed eeeeh lhted ill tbo leet 
roport ot e:mainatlon -d• of tble Bank 1n oonJIIDOtloa witb tbe l ooal 
National Bank IXamlnor. 

Following tho coepletlou of tbh ~atlon, 1 ~ ne oon­
Ollldod that proT1alone ebollld be .. de tor tbo al.lal.natlon of tbe .... ~. 
Hated below el thor bJ charge ott or the eettl:l& aelde ot reearTee that 
sro to be netted to eald aeeete in future etat•enh of oon41 Uon. 
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Comptroller ot t he 0urMAC7 - 3 

M?Al!S AND Olf!CO!OO'S 

urllht .. 
Loana to Ott1cero, Directors ucl 

their eorporettone (u P'OUpecl 

'll.r the h:ud.Aer 1n h1e report) 
Other eo-erc1al Loua 
Real ~ate to Lo&~~a 
Stocke, bonda, ala1u, eto. 

1,21.6,500.00 

2,44?,6)6.88 
2,774.416.92 

40,02S.6o 
1 . 895. 211.74 
8, 373,793-14 

P:API'lYI.A1'10! 

Lou a 
Stoelta, bond a, c1a1 .. 

etc. 

Btetnta 

6,478, S79.40 

l.b5 . &~.3.7a 
8, 373, 793-14 

Lo•aea 

3.767,)88.87 

l.. l.!IQ.961. .~3 
4,918,)10.80 

1,83S, 131.84 
1.~.on.49 

:20,402.06 
l.l'j0. 921 . 23 
4,918, )10.80 

• 

~ 

10,24S,968. 27 

3.SIUhl.l5.6l 
13,292,103.94 

'l'he 1ncl1rtcluel H•• ooapr1a1ns tho rore&P1n& totala nre 

&8l'lecl upon 'll.r repruantat1 ... o or tho Reoonat rucUon J'iAuoe Corporation 

ucl tho National BaAk .lxaainer u tho tla• or hie recent ran .. , 4eta11a 

or IID1ch are 1n h1a poaoeaaloo.. 

In order to r eaane, theret0ra, t.plnat the tore&P1DC ••••'­

""d 1n...re a aoun4 oo.p1tal atruotura tor tbo s.al<, U waa cona1clerecl clao1r­

ab1a to 1noraeoa tba present oap1 ~o.l 'll.r tlie a4cl1 ttoll or $12,000, 000 or 

pratarrecl atoelt. Ill th1a oollllaot1oll JOU will obeana that 011r applloation 

to ~~ ReOOilatruction J'iAallOO Corporatloll -• tor a total parchua 'll.r U 

ot $17,000,000 ot prefarrecl atoolt, or etch ts,ooo,ooo will he uae4 to 

raUra tba BUlk' a preect prefarre4 etoolt ,...4 tba balallOe ~4 ba llft 

oapltal. 

With turther r aapeot to orUto1ud a-t• or pon1olla ot 

aaaete caaa.ntecl upoll eapao1all1 'll.r Jour ~Aer ud repraallltat1••• of 

tbe Reoonetruot1oll J1llallOa Corporat1oA, there ap-r to be ..,.. u ... of 

loalla, both -..oial &ll4 reel eataU, 1114 oarta11l U•• or boo.4a &ll4 

••ourtu .. accra&atl"C tl,25Q, 4'10 · 4S 110t pron4e4 tor 1111 reaana a1looa­

t1olla lleratotore eat torth. It aeeae4 to he tho op11l1oll of Jour lzBIIillar, 

all4 we OOilCIIlJ' tbere11l, that tb .. • part101llar U•• appear to ba aclequat .. 

lJ aacured, altboual> tba oharaotar ot tho MOUri t;J alal>t be 001lat rue4 U 

ba1na or a • a1o.- uture. Ill colllleoUoA with tbe u ... -..r1a111C th.1 a 

total , tharetore , u 1a propoeecl to allocate IUch totura raaanaa •• -

be neoeaeaxr rroa the reoo•artaa raal1&ocl oil t he ••••'• tor wbioh reeenea 

han been pro•14e4 prior to tba uae ot Ill¥ 8Uch reoo•ortea tor preterre4 

6 ' 
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stock rat1reoa1111t pu.rposu. It i a our understudir;g , bonTer, tbat ""' reeonea Will bs required u ;:on the unpa1cl balonce o r 01J:1 ot tbe etor ... 
menti on ed a oeete that boTe been placed in acceptable condition in the 1ntertm. 

7 

All or the aboTe eondH1or.s •• to l"eqU1...,.enU tor eb.&rse otre end reeene allocations are ..one thoae discuaeed ~1th the represent­
llthce or the Rsconstruct1on 1"1n1111ce Corporation and •• understand hue met wl th their tentati•• approTal . 

In order, t h erefore, to ~roTide noana tor the reeoTal ot tbe items regarded bJ tbe rx••iner es "loss• and to aet aeide eutticient r eoenes for cert111n other asset l tems, i t ie proposed to sake tbe par Talue o r tbe pr etel'l'ed etoek i ssue $ 5,000,000, tbe 81110unt or our present preferred etoel< iseue, bUt to eell 1t tor $17,000,000, tberoby aakin& fl2 ,000,000 anllable tor t be abon aen t i oned purpoaes. 'nlia woUld ulte tbe ner. cepHal s t ructure ot tbe 8aDk a s tollowe: 

Preferred s to ck (par 20, liquidat1n& 
and ret1reble .,.lue 68) 

Co-.n stock (par Talus) 
l?llrplue ($350,000 t roa U.P.) 
Undi vHsd prot1 ts 
Resenes (Jud~ont) 

New Cap1tal Structu.ro 

We atrong)J- hore that th18 aethod 11'111 be apprond br JO'IU" ottice 88 .... teal it d1et1nctly tor tbe b .. t interest a or the l!eDk that our present capital position should not bs eb.onged ill utartal reapecb. 

Tour c r1tic1- and that or the -ner rolaUn to bo!'­romn gs or certain coapanhs atrUiated with the .kDk, ban b•• g1T8D attention. Aa an 1Ditial atep looking toward tb• al1a1net10D ot theae items, .,. propo .. a plan to liqUidate the following ...,...ereted ao· onllad ettllieted ooapan1ea br toraal toreo.loeure ot tbe IIUpportiq collateral i n eaeb. 1natanoe; 

Conaolldated S.our1ti .. eo. 
Aaalgaaated Propartiu Co. 
The .An8].o Corporet1on 
J'aroae Oarqe Co. 
Anglo Calitornle Coi~pei!J 
Anglo IDTae-t eo--
Anglo, Calitornla 880\lri t1 .. Co. 
Ielah CoapeaJ , Ltd. 
SOli Rataal Denlosact CoapeaJ 

In addit i on to the to~lnl att1llatee, 1t h ""'" proposed t bat a plan be prescted to tbe ehareholdare of tbe Anglo Hat1oll81 Corpo!'­
ation looking toward partial d1•tributiOD Of 1te aoa,to and the l!ind11lc 
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liP ot Ua at'tal.ra oyer • per1o4 ot tlae. 'lbtla _.., ot \lla abarabol4ara 
ot \lila _P..., are abo abaraboldara ot \lla laDle, \lla abarebol4ara an 
~DO -• 14•Uolll.. ~.~··lou w \lla laDle haa n• b­
Nduoad w t 3DO,OOO and Ua uaah oona1n ~ ot awoll:e ot -~roll­
ad bUIIca, lllnor1v hol41!18• 1n otber bUIII:a, unad an4 wal1ate4 aaour­
ltlu, 'Cloh aaMta ha.,. baq "'p~aa4 ~ \lla 'In-her u toUowa: 

MIU'Ir:at "fal·~• 
latl ... t ad "falua ot o\ller uaata 

A.8 an aaacUal. part ot tile Pl&ll we are propoe1J18 wi\ll 
r .. pect to attlllahd oo2paniea, 1 t w1U "- nacaaaa.zy that \lla Allclo 
WatlOilal Corporation acquire \be lllllortv bllldbaa 1n the au: bUIII:a llat-
014 below, a11d thareartar aalte appltcaUon to OOnYart til- uto bnmchaa 
ot t!Ua Bank. 

llol41llga ot Allalo 
Hatlopf1 Corporat&op 

298 
896 
4SO 

1,174 
874 

1,560 

• 
• 
• 
• 
• 

J1rat National Bank, 7airtlald 
Bank ot Sui~W~, W • .A, 
J1rat WaUonal llaJII<, Waad 
Winters National Bank 
J1rat National 8111111: , Yreka 
Vaeh&lllca & Varcha11h Nat i onal 

Bank or ValleJo 

h••'ner•a 
Jaluotion 

S9,6oo.oo 
268,000.00 
8),2SQ.OO 
sa,ooo.oo 
36,000.00 

8Q.QO().OO 
t584, eso.oo 

P.wolS• 

629,000,00 
1,)95,000. 00 

'164,000.00 
269,000.00 
660,000.00 

1.725·900 · 00 s. 452,000.00 

A.8 part ot \Ilia geAaral plu, tllaratora, •• expect to 
authorha our ottlcara to aalta tonaa.l application tor thaaa branob perlll u 
and •• truat tllat tbue appl1caUooa will reoalya 7our ta<n>rabla oonal<la~ 
atloo. 7ollo111na tile coapleti:>ll or thla bra~~ehlng Pl'08l'IIJI , the Aoslo 
llaUooal Corporatloll will raceJ.n aoaa'O!lat 1D axoaaa ot tSOO,OOO 1D cash, 
rapreaacted bJ 1111tial liquidating <11Yldenda ln add1tlon to &Q1 ot the 
aaseta ot t he institutions aentloned >bleb algbt be claaaitlad aa lnadalos­
\ble tor accept ance bJ tala Bank. It ~~ll be aaan, t~eretore, that t ble 
operation will prorlde ourttclent caall ••an• tor tlla corporatloo to liquid· 
ate ita borrowed aoney l1ab111 v to tbh llaJII< now etand1ng at t)OO,OOO, 
1no1Jentall7, lta olll7 l1allll1t7• 

On oo~latlon ot toraal. toracloeuro ot colla teral aecurtng 
loans to attlllated ooapanles and otllara, the Bank will become the owner 
ot 17,286 abaraa ot tbe Co-.n capital atook or the AnaJ.o California 
National llaJII< and 66,746 ellaru ot the Clua A etocll: ot the Anglo National 
Corporat1on. 

M a ••~•• t!lerarore, ot lll.lalnaU~~g thaae lloldJ.IIga ot 
bank atock tlld Corporation A etocll:, we propoae to o tter tor sale the abon 
atocka to tbe att1Uetad Allgl.o Nati onal Corj)Orati on a a a debt-prenousl7-
eontractad tranaectloQ at tile m&rkat prlce a 011 t3e date ot purchase end 
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ou.plNll• ot •• OU:a,.- 6 

oala, *•• u ot Wo .. ,. -.14 'M GPPI'Olli.Mt~ u ftltJ a:w 

l7oal6 --Of ..... 01tJI ftoek 0 1) • """''-T.UI-
660 746 ... ._ ot Allelo ••tt.oul. Oorponuae A o 10 

Ia ordor to ottHt tb.io aal.e, U WlU bo aana•qr ftll' 
AaC).o ••ucaal. OorponUoa to pn lh --.c DOte to tllo ._. 1a 
tlla _, ot -~~~~a ... bn- t900,ooo • ..c tl,aoo,ooo, cJop••'"• 
upoa tile ..Sat prloao tbr tlla otocko oa tlla cloh of PlJ'(IIluo acl oalo, 
tlbiob ~cl ropr .. at Uo oAl:f l.1ab1li1;T tbr ., • ., bo~ Aa wtU 
be ••• troa tile tbrosoi.q, tlla Allcl.o ••ttoaal. Corporauoa 1e po­
ecl of ...rttotODt -.cJ uNto to tllol'01411ol;r protoot a lou 1a tllto 
_, aad U ~cl ba our JIIU'PO•• to pl.aoe ~-h tbr l.1qu14e­
U oD ot t b h lou -..-h Wltlt. lb.• ebll11;T ot the oorporeUoa to 
oonnrt ita raatll.bs UHh iato oe&. eo.pl.nioa ot t.llie plu, 
tharotore, Will pl'OTide tor tlla aUatu\lon ot aU lila ~~ant• a o• atock 
aad tilat ot Ua at'1'1Uatea troa lila ueah ot tile Bank. 

It \hie propoaecl pu.rcbue and aala ia ooa-tecl, tile 
Direotora aad abaralt.oldera ot tile Allcl.o NaUoDal CorporeU oD oc til• 
t oke auolt. atepa looking toward 41atr1bUt1on ot Uo 11aa1c etock bold1.nc• 
and otber aaaeta, liquidatioD, etc., aa.., be ooDaidarecl tor tlt.a1r 
beat intaraata. We beli•Te tllie plaa, opeolcin& in SOD•ral taraa, baa 
merit from tile stOAdpoi:lt ot lila abaraholdaro or tile An&lo llat1oDal 
Corporation and expect tbat tile prograa wtU be preaODtecl to tile all~ 
holder& or tlla corporation tor their approTal at ih nan .....,..u abar .. 
boldara• a aat1q, tlbicb WlU be h eld ill lebN~, 1939. 

It Will be obrtouo tllat tile aucceaatul -J>letl'OD ot 
t h1a plaa brill&• 111 u-a 111l1cb .., aot ba pooalble or ac._,u.-.. t 
a e , tor enaple, tile pu.rcllaae ot alllorl\7 111\oreah i .n the bcka eboYe 
aentioaed. We aot tile plan tor\11, therotore, w1tb - d1tt1denoe u 
we U¥ be obUsed to alter u . Ia raot, were H Dot tbr the tee\ \bat 
rou dea1 re a proa;rt &DIIWer, we abould prater to cona14er the -uer 
turtlt.er batoro llllltlllg Ulf atateamt. 

Tbe co-ante in r our letter roapecUn g the tlboll7 oned 
Progreaa Mor~gage Com:;um;r, the Be.z:tJc:' a oUer renl. eetate aceou.nt, etc . • 
han lilceWioe been carofull7 noted. Your oftic e 11 aware or tile roaaona 
tor the oraaaizat1on ot this compaey aDd tila tur~har tact t hat it haa 
be6D uaed aa a real estate hol41ng computf. It 1a noted troa your 
letter til At tile terae !Uid OODdt t1ono uadar \ollicb real eat ate bas beaD 
tranatarred to Progress Mortgna• CompOilJ aro ouch tbat t he arrans••t 
1n tho opi ni on or your otrice 4o e s Dot conatltute a bona tide aalo. We 
b alieTO i t to be detinltely tor tho best iDtereatS O f t hO Batik tbat t~ia 
eoro~&117 ba cont1Dued as a real eatate hol41n& eo:aputf, aDd that u , 
aaaeta DOW represented large}J' b7 real esute owned be reeon•eyecl to 
t ho Bailie, toUowtog .Cieb the •arlous properties be resol d to Progress 
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llort~e Colll;>enT under a datinlte e.cr-.,t ot po&I'Obeee end we. 'nle 
hl'lla or tbh tre.neoet1on nll provide tbat t be purobue price •ill be 
l1qu111ato~ i n t 1Ye equal tJ11lual inetallaenh. Jon NJatyete or real eetete 
loan it ... Wblcb repreeent potential •otber real eat•~·· i e now betnc 

1.0 

made e.nd euch 1 t•e 'Which aor be round to be 1n tbie catesoJ:7 •111 be like­
nee traneterred to Pro(!l"Ue Mortgage COIII~IIIIJ , 1D or<ler that the tmtire 
real eetete eituatl on " "' be concentratee In th1a attilt~te. At \be t1•• 
ot' tbe recent rert• .. or t he ueete or t bh OOIIlpeiiJ bT tbe Reoonetructton 
1'1nance Corporetion repree81ltat 1 vea and 7 our l".sudner, a requtre.ent "•• 
phced tor e tl,OOO , COO reserve to be eat ao1de e¢111t tbla account, 
ti tb tbe undttrete.ndil:g t hat ei:Q' unl1o,u1dated POrtion ot eny aDDUal ln­
otallaent pqeent .. ~ be cbargacS aaet r.at tbia reeern. You -.q be eure 
tht.\ ... 17 etfort rtll be extended to li<1u1dato t be aseate or t b1a co .. 
paiff and curtail ita indebtadneee to tbe Bank ee epeedilY ee poeaible. 

'l'be coou::ente contained In your letter or October )rd ,.._ 
c.,ect1eg t "o lo81>e, n811lety, Dollar Steuu.hlr Linea Inc . Ltd., end certain 
11e1 Ul \Ill ot llr. Berbert netehheclcer, botb or "111cb bno been claae1-
t1ed 111 your Enainer 88 exceacln, ban been carel'llllY considered. At tbe 
till\6 ot tbe c.,_encement o r t he lftat 8XOIII111tt1on or tbla Bank, tbe atratra 
or tbe Dollar S te811lab1p Linea Inc. Ltd . "ere undergoing a reorganization , 
>.hlcb reoree.ntzati on baa DOW been COIIlJ>leted, One Of tbe features of t hia 
reorean1zat1on 1n'9'0lnd tbe acce ptance on tho part or tbla Baal< of 11,400 
nhores ot non-cumulative preferred stock ot t he reorganized compaa1 in Por­
ment or tl,l40,000 o r tbe eompaay te i ndebtedneaa. Tbie etock waa accept­
ed end ie no" being carried In t he bond account or tbe Bank at o book •alue 
or $1,140,000 against .ntcb a tull raeer.e Ia betns eet aside, and tbe 
borrond 1100111 l1•b111 ties or tbe c011peny " ere eilo1lte.neouaty reduced bT 
tble 11110unt . 'l'be additional *250,000 loen eo•!'Cted UPOn in your le\ter, 
Y.btcb wae ~ted_!<> thle co•peny ID le.nuaty, -• aade, •• r<tPOrted In our 
rec 8Dt letter, i n en ••rg8Dcy, in or<ler tbet the Dollar CollJ>enT llitd>t be 
eubaidlzed bT tbe United Statea llerith1a c-ieaioD e.nd ita axiateDoe pe~ 
petuated tor tbe beuatit or t b la s.nk u well •• ita otber credltora. 'l'be 
aecurlt)' telt., tor tbe proteetioD ot tble $250, 000 a4..._ca h rapraeanted 
bT preferred 110rtpp8 on tbe S . S.Preaident !'tllaore and S.S,Pre&ideDt 
l ob.Deon ( aubjeot to prior liens of f90,000.00), •bleb haTe been apprailed ~ 
et t ..375,000 apiece, and *icb 1t ie repreaented to ue could be dl&PO ied or 
tor eel~ PllTPO••• ft>r $2,0,000 Mcb. 'l'be pJ'8aant loan indabtedDeae or 
the Dollar COIIli>CIJ to tbe Bank 1a t 2 ,047,276.10. lilerpttc etape ere now 
bein& taken looking toward tbe .. 1e ot oertdn ot tbe collaternl' b eld bit-
bind tbie loan. I t •••• apperer.t to ue rroa repreaentetlone .. de by tbe 
orticara or tbe B&llk tbat tbere abould be opportuni tiae evetle.ble to 
effect a reduction in tbe u .. n tb1n a reaecnable tlllle 1n .,.tticient 
t11110unt to bring tb• total l,ine n tbin tbe new louin& 1111l1 t. We e.aeure 
7 0u or our cooperation toward• tble end. Since the reorpnizetion or tbe 
Doller Company, tbe United Statu Karl tiM c-ieeion 1e tbe aatual O'IQier 
or rousblT ~ o r t be coapenyt e .,_ll etoclt. 'nla eo•pe~V itealt bu b­
uant ed 8 the yeer oparet1~g dlftereDthl 8Ubelol7 tdllcb, Oil the baeie of 
ureeent 41tteront1ela, ..til ~t to t15 ,000,000. o•er t be lit• ot tbe 
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l oq tel'll 811bel.<IJ'. I11eorar • • t he OOilPaiO'' • lou to thta Balik 1a oo11oel'll­
e4 , we han ret&1 nacl eJ.l our ooll,teru rtpte, are parutaacl ~' 
1a tereet j)-ta &lid an UIOrtlll&tiOII ecbeclule 1'or the 11Qil14at10il or 
prinol pal la Ht ill eac>Wlh onr an elpt :rear period, 'l'he Reoolletl'\lo­
U on l'inanoe Corporation h .. Pl"'l1'14e4 the ooapUIJ' With a tlllltdq oepUeJ. 
l oan 111 ~be eaount or t2,SOQ,OOO and the Unitacl Stat .. llartUaa ~­
lon han prorlclecl tllrther tllncla liP to t 2,000,000 ror tha PQrpoee or erteot-
1q reoon41 UoDlq, repairs , eto., to the ooaPUIJ'' a operet1q n .. t. 

Tbere are aleo •uaera&ed: 1D ~. !ze•tne.r' a report, oa 
pego 8 1naert 1, the eo- celled Herbert nel ahbacker l oe.na, toteJ.iq 
t .3 ,47), 442.26. I n our letter to you Wider elate ot lloY~er 9Ua, n 
i ntoN ed you that ae a reauJ.t ot the ra-•elat1o11 ot th e c-it&M Oil 
Loana ot Ot tlcera and Di rectors, the Balik had t orecloaecl on the oolla\­
eroJ. to certalll ot these l o1111a a~~d r ecluoecl 1 t to own.eroh.ip. 11r. llor tlaar 
Fl.ei ahbael<or baa i111'o ftacl the Board that he 1a anci .. YOriDg to Mice u 
ll1'r'8llgaaant tibereb,r the tollowtac erwaera\ed lo8118 will be paid 111 tlll.l.~ 

II. a. 8 . Fleiahbacl<er 
Flei abheel<er Paper Box Co. 
J'am l.alld Innataant Co . 
n-th Dnalo~nt Co. 

• '105,000. 00 
7'10. ooo.oo 
.371. ooo. 00 

The l oan or II. a. B. ncahbaaltar 111 t ba UIOIIIlt or t'/05,000 11114 the 
F1e11hheckar Peper Box loa~~ or t7'10,000, botll l oana aggraptlq t1,475,000, 
'1111 1ob huo bee reclucacl r~ tl,600,000 aince the elate or eua1Dation, .... 
1llolucle4 111 the Herbert Fl.eiohbaalter OOilO&I1tretlOil 011 pace 8 l .... rt lo lt 
Will be aeen , there1'ore, t hat f'Ull -nt or theae ,.., u-. Will n.ll&oe 
t he Herbert ne1ahbackar l oan 111 u ...,...., ...rrtn•t to rellan orttlo1• 
hereafter 1neor ar aa the 11Jalt o r lOUA 1a OOilOWDe4. 

!be -eta 0011t&1nacl 111 :rouz leU_. napeoUnc tile ne.l 
eete\a lou 4..,....._\ of' the - QYa 111<-H ~ ~ DO\M 
ancl oone14el'e4. A rao•t rn1- ot tbla 4~\ 11ldioat .. tbat u.,u,. 
"Uo11 Oil orl tlchecl neJ. "tate lo•• la the -t of t991,000 baa '*• 
place el.noe the da\a of the ax-taatlOD. It 1a DOte4 ~tile len "PO" 
ot e:aa1Datloa that u acarepte of t6,6al,)51.78 of ne.l -te DOI'tppe 
han ~ olaa&1fie4 aa DOa-ooat-oralDC ror ODe rea- or aDOther. lllaoa 
the elate or axaaluUOD w ban bee 1111'ona4 • the l:lalD_. tllat 70111' 
ornoe hu reoetl;r rulecl that, tll•-ulb aa tile Ooaptroller appro1'e4 the 
ooaaol14atloa or t he Anglo Ca111'ol'Dla 'h\aat 0oaPUIJ' With tbla Balik, tba 
DOn-ooatoraiq neJ. estate loana or181D&Unc ln tile tNa' oo•PUIJ' 001114 
be oone14el'e4 aa lagallJ' aoqu1n4 • the oonaollelatacl haak. ., tile appll­
oatloll or thla rul1nc an4 the oollec\lona aa4e 111 tile 1n,er111, a total or 
t4, 765,8?0.21 or the loana roraarl;r olaaa1tle4 aa DOil-ooll1'llralac aq be 
a11111Da'e4 1'1"11• that oleae1tlcetlon , l .. 1'1DC a baluoe ot tl,855,41l• 51 
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••~ to •• HJOrt ot •utotoa .UU •~Jeo\ to.., .... alualft-oau-. •• u. .. ~ 4Nl-• of al1alla"'ac ~ roa1. eo\a\o 1-atcll mp\ M ooao14on4 _, J'OU' ott1oa u --ooD.tomlJ:18, aa4 t, 1o JI'O,OH4 to .... 1 \boeo 1 ·• •h1 IIIDa-ooatomlal roal. oa\ah 1ooaa to \bo Propoooo •1"\pp 0 QIOM"' 11114or \bo - ,_ \bot \llo o\llor roa1. oo\a\o ••-' WSU H oo14 to \loa\ attU.la\o l:lfteiAI>atl)ro eot tonll. ~· ott1ooro 1a cllup of 01&1' real eo\oh 1- 4epana•t 11111 bo 1ao\l'lloto4 to \alto au aooo~ aouoa to ~l'illl \llooo pan1CNlar 1 tae WI. \Ilia • ooatoZ111111 otawa a\ \llo oar11on po .. tno -'· ~. ror..,111& aoUoa ~4 ,... 8\llt 1a \llo ~no allalaaUoa of all real ootato loano to alcll ort\­t ola t&u Hoa 41rooted. hoa o ronow of \llo roport 1t 1a noted, t&ow­onr, tt&ot tt&oro r -.lna a total of appronmat~ .4, 000,000 of loana t hat :rour !::mllinor 1ntorao ua will bo olua111e4 aa •J.opl t«<en acqu1ro4 but non=oontomluc DO.-. We Oo not ballOT& \hat \lola particular gi'OU.P ot loeno end tt&o claoa1t1oat1on 1.n41oote4 ta or a aortoua natura en4 f Our ottt ce mq be eeaured tt&at neX')' posal blo aTailabl e mean a 11111 be used to el t hor collect or plooo tt&oaa reaallllns 1 t .. e 1n 11 condl tlon oot1o­!&ctoJ7 to f our ottlce. Tile toot tt&at o-.or $2,000,000 ot real oatah loan& ban boon 11qu1datod alnco tho dote o1' fOUJ' laot examination 1n41oat­eu t o ua the ettocthanooo ot tt&o reeulta ba1118 obtalned 1.11 thlo 4opa.rt­met. 

On pef;e 6 o1' J OUr otttce l etter ot October J , 1938, rete.,.. once ia .. .-de to twent:r-one blocl<o ot atocl<o end bonds haYing a boOit Taluo ot $J , 81.),467.S4. You ore now ed'rised tt&at our aboTo aont1onod plano conteapl oto tt&e altatna tion o1' o total or :1, 404, 988.S9 tt&ro~ reaerToo to be creat ed out ot tho .PJ'OCeedo o1' tt&o pretorrod atoclt aalo, lea'r1n1 .2,~8,478.9S aUll r-atn1ng. A aubatantiel portion or t b.ia latter aooount to eoaprtood of otoclte Nld bonda or1gtnall1 acqu ired 1n connec­tion 1>"1 th dobt-prnlou&lJ-coutnoted tronoactiono. Rooorcla ot tt&o Benlt tn41coto tt&at tt&-.r wore later aold to tho Progroaa Mortpp Coii\P8lU' tn 193.3, tor tho p&rpooe ot ottec\lng a borroWing troa tt&a Reconatl'llo\lon :rtnanoo Corporation at tt&at t1ae tor tbo benotU or tho llanlt . J'ollo'01.111 tbo rop.,_t ot tt&et loan, thaoe atoclto wore tbon ... ;puzehaaod b:r tt&o Bani< , the proceeds or tt&o purclluo prtco haYing boon applted toward t b.o reduct ion ot tbe compaa:r' e 1ndebtedneaa t o tt&o Bank. I neu.ueb. ao theao partt<"lll.ar eeaete ..-oro alwt~Te tt&o propor1;)r or tbe Banlt and acquired lo&a1J.:r tt&rou@ll I:PC traneeettona end tt&at the otttUato to 1~ o1!1led ~ tbo Bank, adTerao oleaa1t1cat1on ot tt&oae ••••ta ia ent1rol1 toohn1cel, ond tho .!:lraatner 1a re~ueetod to obtaln a ruling troa J OUr ott1oa in t his connectl o11. Regerdleas, bowOTer , ot tt&e dotora1.Dat1on ot t h ia point , :rou mer bo aeaured that tt&e aecur1t1ea claoe1t1o4 _,your Exaa1nar 1.11 tt&la cateso%'1. au e toelto o r corporatlone in 1\bl cl:& D1rootora mi@llt bo i nteres ted, ae well eo cartnln bond a to Oilllcll o:rcopt1on 18 tnltc, nll be li~uid•ted aa rapidly ao reeoonabl e Taluoa can be obtntned. Liquid­ation or ortttct :.ad lteae unde r thia bead baa alreaq reached $ .),230, SQO . ~6 and the ottlcera in charge ot t.be Bond n.pertaant ba-.o been i n s tructed to tftlce w eb atepn oa are nocaeaary to reUen tt&ia depertaent ot all er tt-
i ci ""· 
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Carefl&l a\t-~loa llu "- liT• to tile 1 'Niho eri~ i ci•• u4 ooaelulllooaa ot tlla bw1ono -h1a84 oa JlllCe 2 la8nota 1 w 
17 ot tile ~ ot •....S,..Uoa 1a qoauUo a, u ftl1 u tanano 1 -~ 1a J OIU' ott1co lottno ot Ootobor 31'4 111tll Nfe2"NNoe to ldaoaU•oou 
aaunoa to aioll orU1o1• baa be• cUreoto4. Ia ooueoUoa, tllnoatoro, 
with tlleee partioullll' o1 waUou •• 111111a to a4n .. )'Oil u tollOWal 
Sta wtol')' bad 4ebta, •• an to:Mb 1ll J Oill' l:l:ud11or• • ropon, haTe to a large nt•t b- eltwtado4. 111a1DaUoa ot otller U-. tallbg Witllia 
\Ilia eeUtPI'J a ooor41q to JCM&r budur• • o1.unt1oaU011a Will k elta. 
1Date4 11)' eherge ot t or tllrou ... roeon oa upon coapleUoa ot tile a d,lllat­aont ot capi tol beretotore outli aed. 

You baTe ben heretofore 1nf'Ol'lled ot the oroe.tloa ot aa 
exoeutln c.-.1 ttee compooec! ot three out o14e D1reotore, tile pzo.ad•~ 
actlLg u an ex-ottlc i o ••bor, lllld tllh oo..ittoe 1a DOW aeeUDg weCl)' 
111 pursuance ot Ua dut1ea in deel1Dg •Hil aaj or pro'bl-., pol1c1u u4 loa11o ot tbe BftDlc. You bon bee liltewlee 1Dtllno.4 ot the appo1a-t 
by tile Boord of e apeciel oo.ai t tae of tll ree to lludle tile l1qu14&Uoa 
of ell loeas ot offi cers &Dd c!i recto r a. Tllh oo..tttee h aow aeotiDg 
et regu.ler 1Dten ela &Dd llalcing a otud)' ot tile oltuatioa properatol')' to 
lld<ie& 1 u report ~r tbo iDtoraaU oa ot tho Boar4 u o 11bole . 

A reaen e ot t 750,000 tor tbo Benlt• e 11ab1lit)' ia oouoo­tion v:l. tb the Lazard Judgaen t bee been pren ou ely and h aow pron4o4 
for bY adequate reeerTee. 

Tile 4et1d t 111 the preferred etoclt rotir- eDt I'UD4 co_ .., t­
ed upon iD the ~lner• e report "dll 'be ell.a111eh d Ullder the rocepltel­
l zntloc prog..., eat forth berelc. Crl tlc i .. directed to the -• a t o cl< 
certiflcotoe or tbo Bonk • as eorrected durl~g \be .octll ot February, 1938· 
Tbe expeas e account or t ile Bank henc etortb Will be cloeely ecruUnhed u d 
tb e Boord· l ·s now epecitlealq r niewlng ell expense 1\-a 111 nee,. ot $1,000. 

A.\1 executhe ottioera or tbe BftDlc Will be rec,ulred to report tbeir borrowings rroa ot bcr bnnka ln tbe llalUler proTi~ed II' Sec tion 
22 (g) Regu.lat1o11 •o• ot tbe Federal Reeane Act •• ot tile 211d dq ot :leA• 
=.cy oaeb y oar, ln order til at current inroraation Will be a Tailallle at 
al l til:ea. Tile ott1c ere l n ebarge or tile proparat1on ot tho Beal<' • aera­
i .n:'ta and cUTidend roport6, ae .. eu aa publlabod cal~ r.pona ot condtt1o11 , 
ll'i ll t a instructed to auo eorrectione ee eat tertii 111 tile Ex..U.er1 a 
n port . An actl,.. o:ram1nlnt~ colllai ttee rtll be oppoi nted to wolit i n eon­
jll.:lctlon >.1 til tho Bank ' c Auditing Deportaent, •1 th epeciel a tUntioD beiq 
gh en to orltlcizecl aaae\e tu~d otller 1\-a ot critici a -.t>i cll aq be eon­
t alud ln l'l.lture r eports ot el111Jlioat1on. 

All loans to &lreotors tu~d to corporet1ona i n 'tt>i eb D1...,ct­
or a or o rtieors aro l n tore• ted , togotber '111 ~b lnter .. t rates t bereoa, Will bt opec tri cal}J' eppro•ed ~ tho Board or D1roctora henceforth and such 
eppro• ol noted ln the Ninutoe . 

Tbe r eports or ex•,.l na tlon or tbo Bonk Will be t'Ull)' 

Regraded Unclassified



CALit'QaNII\ NA f IONAL. 8AN" 

Coa~ptroller ot the Currency - 11 

coneidor.d l!J' tho Boar<l ot Dlrectore in \be tuture ae well ee ell l•port­ant co~icatlone troa your otti co and replloa t hor.\o, ..,cb aotton \0 be noted ln tho Mlnutoa. 

You 11111, or oour .. , wadoretand that tho ntp~rea u aod ill t bia letter l>aYO baeD turnlabod \o ua 117 o tnoora or tho Iuiie and, t'bih wo bolton th .. \o be correct , " ... ~ •-t cu-too til•. 
conslcloretton ia to be g1Yon \o tho •tt•r or ro4uo1nc the nUIIbor or Dlrectora troa tlo_,I;J-rour to tlno• ~ora at tho 0 1 !lC eDDUal a\ockllol4ora• aootln&, 111 th a Yl .. w•lll'cl• onntuallJ obta1D1DC turthor auppleaontatlon or a&Mberahip atronsth. 

'nle Boar<l or Dlroc\ora 1e tullJ cognizant or tho doa1ro on tho part or your ottice to aasia\ ua in t be con~Atton or a rorward plen Which 11111 haTe tor its ettect the correction or the conditi one aet forth tbl'OUgbout tile .l:xudner• a report e.nd your letter o r October 31'<1. 

1.1 

It 1e noedleaa tor ua to atato that •e will apprec iate your ectl'JO coooe .... atlon \o tbia Slid. On our pert , ..-e eaaure :vou tbet tie a.re h i gblJ desir­ous or cooJ•eratlng to the tulle&t ortent bOth ~'! tb your office BAd tho Roconatruotton 71nance Corporotion \o the end tba\ \be general pl~ tor.­ulatod herein can be placed into operation et \he earlteot pooaibla 110aent. It will be our purpoee to gin tho ettatre or the Bank our oloa­oot a ttention end our coabtned ettorta 11111 be clirected to•,rd there- ' ootabllahaont or thia Bank to a condition that •'Ill be aatt~ac\0"7 to tho auporrtatns authorttiee. 'lie are not Wlllindtul or tho tact that oo10e ot tb.e problema ot tbe Ban!-. ~111 ra<)Uire tlm8 8114 effort \o aolTe , en<l wo ""uld like \o raqueot your rorbee>-ance durtns thie parto<l . lley we alec rei!Uest tb.at our letter \o you under date or Non11bor 9th be read ancl considered i n conjunction •'ttl> this co..unication . 
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RE BAliK OF AIIIERICA November 22, 1938. 
4: 05 p.m. 

Present: 

l!. loi.Jr: 

Hanes: 

fi.M.Jr: 

Hanes: 

lolr . Hanes 
llr. Oliphant 
ll.r. Foley 
Mr. Delano 
Kr. Upham 
llr • Smitb 
llr. Gaston 
llr . Outfield 

IVell, Yr . Hanes. 

This is a meeting of this banking group to consider 
a letter that the Comptroller wants to write to the 
Board of Directors in answer to their answer to 
our letter or criticism, and it ' s been boiled down 
to a very short document in which we agree to give 
them a conference here at their convenience and then 
cite to them certain things whicb tbe Comptroller 
wants to dema.nd of them. The letter is short and 
I'll read it if you wish. 

P-lease . 

"In further reference to your letter of October 
11, 1938, this office bas given much thought and 
attention to the matters under discussion between 
us . 

"We shall be pleased to comply with your request 
for a meeting with the managers of your bank to 
clarify the issues raised in our letter or 
September 23, 1938, at any time they may care to 
come to Washington. In the meantime, we want to 
reiterate our position as to the necessity for the 
correction of certain practices which for several 
years have been the subject of so much criticism 
in our reports of examination as well as 1n communi­
cations from this office and in interviews with 
your officer s . 

8 We must conti.nue to insist upon: 

(l) Proper standards of banking practice. 

(2) A reduction in the percentage or criticized 
assets; and 
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{3) A.n increase 1n capital ratio. 

"We again emphasize the necessity of immediate action 
to acbieve these corrections, including the oonserYa­
tion of earnings . We cannot urge too strongl7 that 
you proceed with every power at your command to the 
end that this task be performed effectively and 
expeditiously. 

•Very trul7 yours, - Mr. Delano, the Comptroller of 
the Currency." 

Well, who ob jects? l'hat• s the e asiest way. 

Oliphant: I' d like to omit the last two sentences. Rather than 
get back on the basis now of pleading wita them, I'd 
like to omit those two sentences . That is, you•ve 
carried on that process of begging or imploring or 
urging for several months or years. 

B.U.Jr: I•m all •tit" out. ~nybody can fight who wants to. 
You've got t o sign tbe l etter, Preston Delano, so you 
do the 1:1gbting . 

Delano: 

Oliphant: 

Delano: 

Gaston: 

Delano a 

Smitlu 

Well, I take issue with General Counsel . I think I'd 
like- to leave 1t in. 

Well, all I want t o do is just present that thot~ht. 
As I say, we bave over months or years or what have 
you urged and begged and so fortb; then we decided 
we 'd take action. 

I recommend that - think that ' s a aatter of just taste 
and fancy . 

I suggest 50-50 - take tbe - omit the last sentence 
and leave the next to tbe last in as a final para­
graph. 

What do you think, :tom? 

Well, the only thought I have in this is that thie 
all - there is a chance that some day this will all 
come out, be put out on tbe table; aDd if it ever · 
is, you will be charged witb bei.ng bard-boiled, 
hasty, aDd e verything of tbe kind; and I believe in 
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administering the dose as courteously as possible, 
being firm but courteous all the way through; and 
that ' s all th&t is. I don't believe it hurts the 
letter in any way to leave it in, but I thlnk it 
makes a very courteous communication out of it. 

Olipllant: Talking now of both sentences? 

21 

Smita: Yes, I th.ink they both should stay in, on the ground 
that it doesn't injure the letter a bit, but makes 
it more courteous . I don't think it' s very important 
one way or the other, but it's a better letter with 
both of tbem in there. 

B. r.I .Jr: Well, I still say it 1 s up to Prest on Delano to 
decide . 

Delano: "ell, if I bad to decide it - I wrote the "letter -
I'd leave it that way. 

H.!.l. Jr: Pardon me? 

Delano : I would leave it that way . I agree with Tom. 

Oliphant : Check. I ' ve thrown the thought out . I'm s atisfied . 

R.M.Jr: Al~ right. Let 's look around the room. How obout 
you (Opllam)? You thlnk the letter is all right? 

Upham: I •m satisfied·. 

Duffield : I•ve really had my shot at t his; I'm a little late; 
but as it was read· it occurred to me that perhaps in 
addition to these three things enumerated here we're 
charing with outright violati ons of the law. Maybe 
that ' s covered by point number one - proper standards 
of banking pradtice . 

Delano: Point number one was intended to get them all - a 
catch-all proposition. 

Duffield: So that's all right- I mean ••• 

Delano: I thlnk ·•e have that in there . 

Duffield: Yes, all right. 
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Jobnny? 

Suits me all right . I think it' s a good letter. 

One correction in there as you read it; 
saying "managers" we say •manacement,• 
purely technical thing, 

instead ot 
Silaply -

Ed? 

Satisfied. 

This has been around pretty 1 eneral1y, discussed 
before you came in. 
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RE BANK OF AMERICA & TRANSAVERICA November 23, 1938. 
9:15 a.m. Present: 

B.II.Jr: 

Upham: 

H.14. Jr: 

Upha11: 

H.II . Jr: 

Foley: 

Upham: 

H.M.Jr: 

Hanes : 

H.M.Jr: 

Mr . Hanes 
lllr • Taylor 
llr . Oliphant 
lfr . Foley 
Mrs Klotz 
Mr . Du.t'field 
llr . Dpham 
llr . Douglas 
11r . Rou e 
llr . Lane 

Well, what happened is this. llr. Douglas called me 
up after six last night at the house and talked 
about a letter and said he wanted to add a paragraph. 
So I said, "I don't know anything about the letter, 
don't know whether to add a paragraph or n.ot. n 

And then the principal thing be wanted - if two 
months frOID now be wanted so11e pages, would they 
be available. I thought that inasiDUCh as Delano 
and Upham bad expressed some doubts last night about 
tbe legality or this thing, before I put my neck 
out I wanted to have them both on record . 

That ' s this order? 

To give the S.E. C. what they want from the Comp­
troller ' s office, and when t hey want it, in connec­
tion wi tb Transame.rica. 

~id I express doub t as to the legality? 

No, Preston was saying last night here • • • 

We have an opinion, llr . Secretary. I ' ll get it. 

When llr. Douglas came over I said I was disposed 
to do it, but I would want counsel ' s opinion before •• • 

No, l est night. 

llr . Delano, I think, Mr. Secretar y, said that; Just 
asked tbe 4uestion bad we verified the fact t hat be 
bad the r ight - be, Delano, as Coaptroller, bad the 
right to give this thing t o the11. 

that's- I mean my • • • • 
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Well, I have no •••• 

Dut tllis happened last night, didn't it? 

Yes. 

Well, I .... So before I give Bill Douglas 

lie said he wanted to be sure, that•s right. 

• • • my assurances, I want everybody all along the 
line t o be satisfied. 

llr . Douglas . 

Yes. 

(On phone) Hello. 
What? 

Nhere•s Preston Delano. 

(Douglas, Lane, and Rogge come in) 

We got the wrong Delano - Frederic. The operator 
made a mistake. So the one man I wanted here, 
Preston, lsn•t here. But he's in the building, 
so ••• 

Shall I wait until he comes? 

What? 

Can I do anytb~? 

Yes, you can get Preston Delano. (Ophaa leaves) 

24 

I told them Just before you (Douglas) came in here, 
I want anybody that• s got anytbing to say about 
this tbl.ng to say •Yes" now or keep their peace 
forever . And it ' s - 10 I phoned everybody 8 o'clock 
to be here, and if anybody's got any doubts, let 
them tell - in my sbop or the Comptroller ' s office, 
I want to know it this morning. Right? 

Douglas: Yes. I might say, llr. Secretary, as apropos ~four 
earlier discussion here the other day, that we have 
not received word from F.D. I . C. yet. It was my 
Wlderstanding that tbe ~omptroller 1 s office was to 
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contact F. D. I .C. aDd then advise us. 

Well, do you want - we 1ll put Crowley on the phone. 

Mr. Upham did talk to Mr . Crowley and when he comes 
back •••• 

We'll get Crowley and you can talk to him yourself. 

Well , I - that flank hasn't been covered, and I 

We'll see how long it will take him to get over here. 

(On phone) Leo Crowley on the telephone, please. 
Did you locate Prest on Delano? Did you speak to 
that operator? - What did she say? - All right. -
Well, see 1I Leo Crowley's around, please . 

Want anybody else? 

No. I mean that was the only other agency in question 
that we felt might be considered. 

I'm perfectly conscious what I'm doing and I'm doing 
it cheerfully and -because I think it's one or the 
biggest jobs we ' ve got to do in this town. 

(Upham comes back) 

He 1 s on his way down from home. Be•s not in the 
building yet. 

I 1ll murder that operator. 

Mr. Secretary, we have - the Commission bas approved 
the or der under Section 19 of our statute. The Com­
mission has authori zed the service of that order on 
Transamerica and bas scheduled the release of that 
or der for Friday or this week at J p.m. When last 
evening I was about t o sign • •• 

Excuse me. 

(On phone) Hello . - Get him on tbe telephone, and 
Kr. Douglas and I want to talk t o him. - Thank you. 

Be 1 s in Vlisconsin. We ' ll get him on t he phone. 
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When last evening I was about t o sign a l etter to 
you requesting permission ror us to use in our pro­
ceedings, publicly use, orricially use in our pro­
ceedings, the information rrom the Bank Examiners • 
reports bearing on the issues raised by our order 
and bearing on tbe racts and allegations charged in 
our order, a question arose in 'l1ff mi.nd by reason 
of the presence in the letter t ha t I was about to 
sign, that bad been worked out by our two starts, 
of a sentence t o tbis effect: that if we wanted to 
introduce in evidence at any or these hearings any 
certiried copy of any part or the Bank Examiners • 
report, we woUld have t o come back and - or we would 
come back and cet further permission a t a future 
time. 

Well now, Just to be a hundred and ten percent clear 
on tbis thing, so that we know precisely where we're 
going and have a very definite clear understanding, 
I thought that I ought t o talk to you. We may be 
making a request for a certii:ied copy of page 1012 
of volume 16 or wbat not, not next week or not next 
month, but in February or in Uarch . The hear ing is 
going to begin on January 161 1939 . Tbe announcement 
of these proceedings i s going t o create a terrific 
turmoil, in my opinion; I mean turmoil in the sense 
of every conceivable kind of pressure everywhere i n 
the Administration to knock off the proceedings by 
the S . E. C. We ' re going right str aight ahead with t he 

. tbing. 

And as I was - and I like t o think in these situations 
of the worst that could bappe.n , and I began to think 
l ast evening, •Well now, suppose the Secretary and 
Johnny Hanes and Berman Oliphant next February or 
Uarch f or some r eason or other were out of the pic­
ture, and here's the S. E. C. with these charges, with 
the necessity of having a certified copy of page 1014 
of volume 16 or what not in order t o make that parti ­
cular cuarge stand up legally, in order to prove it . 
We have no assurance that we ' re going to get tha t 
t hing . We'll have t o t hen perhaps negotiate with a 
new set of people 1n treasury and on the record we'll 
have absolutely no protection." 

Wow, I'm Just imagining • •• • 
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You're pessimistic about Oliphant, Banes and ae, aren ' t you? (Laughs) 

Well , I ' m •• • 

I think we ' ll all go to Public Health and get a certificate. 

Bill, you're right. We•re allsoing flying together 
risbt soon. You better not take any chances. 

Don't just ?Ut me down as a neurotic, Mr. Secretary. 

(On phone) Keep after him. And have you 1 ot 
Preston Delano anywhere? Ho. 

Cr owley will be ready in about ten minutes. 

I 111 Just imasinins the worst. 

fbat•s all risht. 

But I know there ' s go ins to be a great storm of all 
sorts of pressures and what not and every conceivable 
effort is going to b e used to tie our hands a t the 
lesal level ot this thing; that i s , the introduction 
of evidence. And i! we ' re s oing to be workinS under 
wraps at that level, we may be under very serious 
handicaps and we may be out on the end or the limb 
with the old saw going at the otber end. I Juat 
wanted - the letter is all right; I'll sisn it and 
I 111 undertake to take my chances later on getting 
tile information if1 that ' s tile best that you can do, 
but I Just wanted it clear that you and I had no 
miawunderstanding on that point because we ' ll be back 
later askinS for eny o! tile information, asking f or 
this specific information; and if there ' s a.ny slight­
est reason wily we shouldn' t have it, we wa.nt to know 
it now. 

Well now, look, you 1 ot me ott base last n.ight because 
we h.ad a terrible day here - typical Treasury day. 

Not typical - worst in 90 days. 

All risht . And we were setting out a document !or 
the President. I sent a man d own last night in an 
airplane . So you're talkinS about something that 
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I•ve got to do =y homework on, so to speak, 
publicly. And if you will - I take it Oliphant 
beard wbat you said, and I called bim up this 
morning, and all I know - be said when he lett 
here last night be thought everything was all 
right as between Rogge and our place. Now let •s 
start from there, and it you would •• • • 

28 

I 1d like t o make this suggestion. Our obJectives 
are identical, and I think it•s merely the question 
of - BHl and I can sit down in =y r oom and in five 
minutes agree on the formula. 

I ' d rather - if it ' s five minutes, let's do it right 
here, because there's notbi.ng more important that 
I've got. I've Just stopped -we'll stop everything 
until it's finished. I'll do it right here. 

That's the paragraph - the last paragraph ot that 
letter is the one t hat I Just paused on. 

llay I - I mean this is that you didn't want to send 
me. 

Well, I wanted to make sure that we had • ••• 

Vlant me to read this? 

"llay I respectfull y request your consent to IIUlke 
public official use, as part of the proposed pro­
ceedings, ot such informa tion obtained from these 
reports as is contained in tbe proposed order? 

"Before any of these reports, or parts thereof, are 
introduced in evidence at the bearing 1n this pro­
ceeding, another certified copy thereof, 1n accord­
ance with applicable s tatutory provisi ons aDd rules 
and regula tions of tbe Treasury Department, will be 
secured . " 

I t•s tbe last sentence. 

Well, bas Herman - wbo put the last sentence in? 

I did, out of an abundance of caution. 

While I was handling these other matters, Ed was 
discussing it with Rogge . 
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Well, why, Ed? 

I think that last sentence came up this 1ray. I t hillk 
that at previous conferences ••• • 

~ould you • ait Just a minute, please? 
instructi ons aside to llrs . Klotz) 

(Upbaa bands Secr etary a no\e) 

(Whispers 

Damn it •e'll put him on the phone. I mean he ' s 
either Comptroller of the Currency or be isn•t 
Comptroller of the Currency . You can't pinch hit 
tor hill on t hi• th1ng . 

Well , I got 111m into it originally. 

Waat? 

I got him into it originall y. I agreed to it beiDC 
done . I guess he thinks • • • 

Well, all right. 

I 1m sure that he's perfectly willing to permit any­
thing that Berman says can be done . 

Well, I II'Bnt hill to say so . Douglas says, suppoaiDC 
that Banes and Oliphant and I are out of the picture 
and supposing you're out of the picture and Prest on 
Delano 1s here 1n charge. Then what? We' ll get bill 
on the telephone and •e'll aake a r ecord of it. 

I •a sure he ' ll go along. 

That isn' t •bat Dougl as wants ; I mean Douglas wanta 
a hundred and ten percent; he ' s enti tled to it, and 
I 111 going to see tba t be g eta 1t . 

I 1m Just trying to think of the lines of communica­
tion in this military strategy. 

You're right, and you•re going to get everything that 
I can give you. I'll give you 150 percent. Hell' 
Just- please ••• • 

Well, let Rogge •••• 
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That l ast s entence of the letter, I think, arose in this way: that at a previous conference between Mr. Upham, Mr. Foley and myself, I said to them that, 
of course, b efore any of the reports or parts thereof would be i ntroduced 1n evidence, we would ask tor certified copies thereof, i .n accordance with the co .. on law rules of evidence. I did not put that in t he draft of the letter t hat I brought over here, and Mr. Foley reminded me that that's what I had said t he 
previous t ime and he thought i t would be a good idea t o add that sentence to the letter. How, ot course, I think you could assume that we were going to do our duty and try this case in accordance with the rulings of evidence without per haps adding that last sentence to the letter . 

I put it in, Mr. Secretary, perhaps as an over-abun­dant caution . Matters that are introduced in evidence wi ll appear 1n the stenographic t ranscript, and that can be purchased and publicly circula ted, and I 
thought we might want t o see those things that wer e going to be transcribed ln that way before they were actual l y put into the r ecord . That was the only 
reason t hat I inserted t hat qualification in the letter. 

But it raises immediately 1n my mind • ••• 

I can - if you want me to .. .. 
I•m lis tening to you lawYers . I want you • •• • 

Oliphant: This is up to me, and I'm clear on whet that is. You•ve got to guard against the possi biliti es that Bill out­lines, and over on the other side are the possibilities of death and destruction ln S. E.C. See? Now, I think ot the two limbs Bill is golng out on the longer one, and I•m perfectly willing to leave it as it now stands, that as a matter or oral understanding as they want this stuff they will r equest the certified copies, end I'm willlng t o leave the sentence out. 
Douglas: That would resolve ell of the difficulties that I was hevlng last night. 

B.U.Jr: You mean leave the sentence out. 
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It the last sentence were atrickan .... 
... then you ' re eat1st1ad . 

Now is the sentenoe too tiellt t or you? 

Just a lllinuta. 

(On pllone) Bello. 
f ollows) (Convereat1on with Crowley 

31 
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l!lloTr: Ill tile ottioe here are ~ 01n1 people, plua Oolllliuioaer 
Doqlu or-nc. 

Leo 
Cl'<>wle;r: ru . 

HIIJ'r 1 All4 - Are ;rou where ;rou ou talk? 

o: ree, eir. 

HIIJ'r1 All r1&)lt. Well now, Oo..S.uioaer Douala• nnte "' w -
he'• entitled to a kaadre4 and fift;r per oent aee~~ranoe 
that all of ua are SOlllg to baolt bia up, eee? 

0: Yee. 

HIIJ'r: An4 I 'a go lAg to let lila talk to ;rou a a1D11t1 aD4 eaUet;r 
biaeelt, eeef 

0: All r1ght. Let ae eq th11, I 1a I01'r7 I 1a a...,. ript 
aow. I ha4 to ooae out here to the hoepital tor a little 
oheok up and I 1 ll be baolt the P'rida;r atter '!hanlteshlllg, 

HKJr1 Well that'• all r1&ht . 

01 Let ae talk to Bill now. 

1f.O. 
Douslae: Hello, Leo? 

0: Hello Bill, how are ;rouT 

D: FiDe . HaYe 7011 - ;rou1re up to date on what the 81:0 hae 
4eoi4e4 to 4o on the !rane-Aaerioa eituationt 

0: ru, we'11 ·~ baok of ;rou a hllll4re4 per oent Bi11. 

D: There ie DO rea eon, 1D ;ro~~r a1D4, w)l;r we ehol&l4D' t 
prooee4 forthwith with a prooee41Ag to 4el1et the 
~ue-Aaerioa eeouritieef 

C: I 4on 1t eee an;r reaeon in the wor".4 8111, I th1Dit 1f 
that fellow 11 soins to be able to dictate an4 run the 
pol1o;r of the Oonmaent, wb;r we all better qu1t. 

D: ree. Well ;rou realtae ot oo~~ree that 1D the alle&atioDe 
aD4 the ohargu that we will be aaklllg 1D o~~r order 
that w111 be 1uue4 1r14a;r of th11 week, that there 
will be oartaill taote oharse4 that will oballanse 
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\lao t1aaDo1&1 lDi-.z-1~ ot t.h&i lllole qoi•. 

O: I appreolat.e t.hat., Blll. I 4oa 1t. t.lalU: lt.'U an t.J1o 
inot.it.ut.ion &QT a\ all. It it. 4ooo ~ wo'll ot.aa4 
baok ot aliT ot t.lao• . 

D: 

01 

Dl 

0: 

D: 

0: 

HI4Tr: 

0: 

HIIJr: 

lfoll I Jut. want.o4 t.o .ako ouro \laat. ilaoro no 
a'boolut.el7 full aooor4 all 4on ibo liDo . 

!hat.'o r1a)lt. . I '• w1 t.1a TOll Bill, TOll so r1&Jat. uo..s. 
o. )(. 
All right. Bill. 

!hank a YOI')' IIUoh. 

Hollo. 

HOpe TOll AaYO a Dioo Tkaako&1Y1Da. 

fllaDk TOll . Aro TOll &OlD& io t.ako a llt.t.lo Y&O&t.tonl 
Aro )"Oil go1Dg t.o 'bo 'baok t.lao tlrot. ot t.lao wookl 

I'll bo 'baok llon4&7 .. rnlDS. 

0 : I'll ·••• TOll tho tlrot. ot tho wook. I 14 llko t.o talk 
wlt.h 7011. 

HIIJr: 

0: 

GiYO •• a r1Dg will TOll ploaoo. 

Tllanlt 7011. 

·. 

Regraded Unclassified



H. II.Jr: 

Douglas : 

Oliphant: 

Douglas: 

H.li.Jr: 

"ogge: 

Douglas : 

Upham: 

Foley : 

Lane : 

Rogge: 

Ol!pb.snt: 

Rogge: 

Hanes : 

34 

-10-

Before we go, we'll get Preston Delano on the phone. 

o1e are under our proceedings, as a practical mat t er 
as well as a matter of law, geared into t he common 
law procedure, common l aw rules of evidence and so 
on. We t ry to stay very, very close to those. · 

Ed handl ed this Just the way I like the work done; 
that is, he was Just taking all the precautions. 
And we all get together and f ace the elternative as 
to which l imb i s the l onger limb, and I am perfect ly 
clear in my mind tha t if we leave that sentence out -
we should, since they follow , a s he says - since 
they follow the common law rules o f evidence, they 
will, i n order t o make t hem admissible under t hose 
rules, want t o get the certified copies and will as a 
matter of r outine get them . 

Tha t• s correct. 

Let me see t he l e t ter . Wbat you ' r e going to do is 
Just leave off the l ast paragr aph. 

Las t sentence . 

The last sentence . 

The only other question r emains as to whether or not 
Mr . Lane or Mr . Rogge feel - can give me ad•i•~ that 
o t herwise it's all right . 

Well , let• s give them t he certi fied copies now, so 
if we all disappear now t aey ' 11 have them. 

Ia don't know what they 'll want . 

Can't tell now wha t pages we want. It1 s impossible 
until the case develops. 

The letter wi thout the last sentence will be accept­
able to me . 

Entirely agreeable, is it, Rogge? 

Yes . 

We •ve satisfied ourselves that the Comptroller has 
a right t o give all t his? 
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Yes indeed. Per fectly clear. 

This should - this point should be recalled. "'".is 
is restric t ed to the intoraation contained in the 
proposed or der. I t ma:y very well be necessary tor 
us to have revised, amended or supplementary ordera, 
and we will want to make a1milar requests tor the 
right to use the material called t or in &Qf or those 
supplementary orders. Tbat ~ould also be understood 
as something we have to do , May not want to r efer to 
it in this letter . 

Well, from the Treasury's point or view, I gather 
it's perfectly clear that it as we go along we find 
new relevant lllltters that would a trengtben our hand 
in these proceedings that would necessitate an amend­
ment ot this order, that we would be in a positi on 
to come back to Treasury and set a similar permission 
tor information 1n an amended order as we are getting 
for this original order. 

Why not stick in, Bill, "or amendments thereto" in 
the letter? - "in the order or amendments thereto.• 

That would .... 

1'nat would take care or i t. 

:.:hat would take care or it on.ce and tor all. 

l'hen there wouldn' t have to be another exchange of 
corres'poDdence. 

It :you wanted to say •as may be necessary 1n the 
proposed proceeding• instead or referring specifi­
cally to the order - that ' s the real point, the pro­
ceedings . 

May I see the letter? Is this it? 

Tnat•s it. 

(Various conferees discuss letter 
speaking in low tones) 

May I - the revision is: •May I respectfully request 
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your consent t o make public official use, as part 
of the proposed pr oceedings, of such of the informa­
tion obtained from these 25 reports as i s contained 
in the proposed order or amendments thereof?" 

I •d like to toss in an alternative suggestion which -
it may go too far, but I • •• : "May I respectfully 
request your consent t o make public of ficial use, •• 
part of the proposed pr oceedings, or such of the 
information obtained from these 25 reports as the 
Commission may find necessary or appropriat e in the 
pr oposed proceedings . • Don ' t tie it down to aQY 
specifi c order - just as an alternative suggestion. 
Reference to "information conta i ned 1n the order• 
is to me a l ittle inadequate. We have made public 
of f icial use, 1n a sense, of the information con­
t ained 1n the order by publishing t he order. What 
we want to use in the proceedings is any i nforma tion 
that we may need in these reports , not knowing now 
specifically what we will need and not having even 
necessarily a final def initive order, in the sense 
we may have supplemental orders . 

\'/ell, another way of stating your point 'Hould be to 
substitute for the phrase •as is contained• • as bears 
on t he allegations or charges made in the proposed 
order or amendments thereof .• 

Yes, certainly . 

I t hink t he Treasury would prefer, perhaps, t hat way 
of drafting it t oo . 

• ••• as bears on• instead of the word •contained.• 
Right? 

• •• • as bears on the 

"·· allegations • •• • 

... n 

"·· contained in the proposed order or amendments 
t hereof." 

(;heck . 

Is t het agreeable all around? 

No~, do I acknowledge this? 

Regraded Unclassified



Foley: 

B.ll.J'r: 

Olipbant: 

B. ll . J'r: 

Oliphant: 

B.II.Jr: 

Douglas: 

Oliphant: 

Foley: 

Oliphant: 

Taylor: 

Uphruu 

Olipbant: 

B.ll.Jr: 

Olipbant: 

a.K.Jr: 

-13-

You repl;y to it. 

All riaht . Bow, I' • not aianing anything attar 12 o ' clock toda)'. 

It will be ready t or ;you~aianature betore that . 

3? 

Wait a ainute. 
betore it goes 
it. 

Betor e I aent it- I ' ll ·sign it, but 
over I want llr. Preston Delano to aian 

It ought t o go the recular route for all the initials . 

I want his full signature. I mean can' t rou leave 
a place for him to sian it - •comptroller of the 
Currency" and •secretary of the Treasur;y.• 

Should I address this to both? This is addressed 
to the Secreterr. 

The authorit)' is vested in you, not in the ~omp­
troller. 

We can put "Approved• at the bottom, let him approve. 

He doesn't approve what the Secretar;y does. 

The other war. 

Be can initial it. 

That • s legal - what we alwa;ys do. 

Is that holding? 

That ' s holding, bindin& . 

Well, get everybody in this room to initial it, plus 
Delano . Get ever;ybod)' in this room to initial it -
I mean everybody who is 1n Treasury to initial it 
and sign it. Bow, if anybod7 - let•s go around - it 
anybody doesn ' t want to initial it, now ' s the time 
to aay so. 

John? 

It' a all right . 

I 

• 
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H. K.Jr: Gene? 

Duttield: It•a all rigbt. 

S. II . Jr: Cy? 

Opbam1 I n a big band. 

a . II.Jr: WaTne? 

Taylor : (lods approval) 

S. li.Jr: All rigbt, tbere you are. 

Douglas: 1'ballk you, llr . Secretary. 

ll . ll.Jr: Now wait a lllinute, We don ' t bave to get Delano 
on the pbone on tbat basil, do we? 

Douglas: On that basis, no. 

B.M.Jr: Are you aatistied? 

Douglas: Yes. Sball I say we'll bave this over Within balt 
an hour? 

B. M,Jr: 'bat? 

Lane: We can get it over Within balt an hour. 

Oliphant: Send it to Bd, 

38 

B.li.Jr: I think this is something y ou •ost liltely !mow, but 
we've bad tA!s tA!ng witb San l"rancisco betore. When 
we do a QYthing tbat attecta the Coast we never do it 
until six o'clock, because their exchanges are open 
until aix our time. 

Douglas: 

B.li.Jr: 

Douglas: 

B. II.Jr: 

Well, we .. .. 

I mean I Just - you moat likely are aware ot that, 
but we bave bad several instances wbere the three­
bour ditterence ••• 

Tbat•s r igbt ; we considered that and still decided 
we ' d do it at three o ' clock. 

All rigbt. 
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RE BANK OF AMERICA & TRANSAUERICA November 23, 1938. 
9:55 a . m. 

Present: 

Banes: 

B.J.I.Jr: 

l:!anes: 

llr. Banes 
!ir . Taylor 
Mr. Oliphant 
llr . Upham 
l!r . Dufi'ield 
Mrs Klotz 
!lr. Gaston 

I want to know- let•s hear it. 

The order is 1n the proceeding under Section 19 (a) 
{2) under the securities Excha.nge Act of 1934

1 
in 

order to offer testimony against the Transamerica 
Corporation for delisting purposes. 

The charge - they charge the Transamerica Corpora­
tion with issuing statements filled wi tb. false and 
misleading statements. They enumerate those false 
and misleading statements, and the omission of 
ma t erial facts . 

"The Commission b.ss reasonable grounds to believe 
that 1n 1934 general proxies were given to Giannini, 
Grant , and L. ll. Giannini, that sucb. proxies were 
voted at the annual meeting in the spring of 1934. 
It appears to the Commission that the failure to dis­
close the committee composed of A. P. Giannini, John 
Kr. Grant and L. K. Giannini as a parent of the 
registrant constitutes an o111ssion of a materi al 
fact.• 

That's a generality. They charge them with the fail­
ure to disclose the payment to A. P. Giannini of 
$1,400,000 during the years from 1930 to 1936. 

Excuse me, what was that for? What was that in 
payment for? 

In payment for services. The whole citation i s 
as follows: "The Commission bas reasonable grounds 
t o believe that on January 20, 1930, the sum of 
$1,400,00~ was placed on the books of Bankitaly 
Company of America, then o subsidiary of Trans­
america Corporation, t o the credit of A. P. Giannini; 
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that of this $1, 400 , 000 all but $792, JOO bad been 
paid to A. P. Giannini by September, 1931, a t which 
time counsel for the then existing management of 
Transamerica Corporation advised that further pay­
ment would be illegal; that thereafter subsequent 
to the change in management in 1932, A, P. Giannini 
withdrew from the balance of &792, 000 the following 
sums : in 1932, $134, 000; in 1933, $132,000; in 1934, 
$100, 000; in 1935 , $251,000; in 1936, $65,000. 

"It a~pears to t he Commissi on that the failure to 
disclose these f acts in Items 28 and 29 r enders 
registrant 's r esponse t o these items materially 
misleading .• 

Tnen they charge him with toe ma t eri al omissions in 
their balance sheet of Transamerica Corporati on as 
of December 31, 1936 . They charge them with balance 
sheet irregularities. Transamerica paid large sums 
of money to a wholly-owned subsidiary for the distri­
bution of its own stock. That was through two sub­
sidiaries. The name of that subsidiary was - the 
final subsidiary t ha t go t the money was Associated 
American Distributors, Incorporated. They paid out -
Transamerica to the Associated American Distributors -
a t otal of $2, 341,000 in tbree years . 

~'or wha t? 

Yor the distribution of tne stock of Transamerica 
Corporation. 

You mean as a bonus? 

No, t hey paid it as a commissi on. 

I see. 

As a commission for the di stribution of stock. 

1/hat I want to interrupt you at this point - that 
information doesn ' t come out of the Compt roller's 
office, does it? 

i bat •s t heir own . 

This is - I think this i s their own. The bank stuff 
came out .. . • 
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But this distribution business .... 
No, but the pafments or the Bank of Italy to Giannini -
that comes out of our files . These monies should have 
been charged to the current expense or this corpora­
tion called Associated American Distributors - I mean 
to the - it should have been charged as expense to the 
Transamerica, whereas it was charged to the "Paid-In 
Surplus" account and it wasn't charged to current 
expense. That ' s what -they charge there that's a 
misleading statement. 

Sere it comes down to information which they got from 
us. The bank examiners wrote ott, or caused to be 
written off, $J5,00~100J from the Bank of America 
s t a tement as worthless or uncollectible items. The 
Bank turns a round and sells these items, turns around 
and sells these doubtful assets to its own parents, 
that is, to Transamerica and l 'ransamerica General, a t 
tneir full r ace value, $)5, 000,000 . 

Full value, to Transamerica? 

Full value. Sold these assets fhich were written ott 
by the bank examiners as worthless. 

Thef 're worthless, but they sell them to Transamerica 
for thirty-fi.ve. 

Then they charge them with not making cleaP the tact 
that tne investment of over eight mill~on dollars , 
pretty near nine million dollars, in Italy was sub­
ject to certain restrictions imposed by the Italian 
Government up&n the transfer of the profits and funds 
f r om Italy to any other countr1, which materially 
affect this investment and therefore should be stated 
to the stockholders. 

That isn't the worst one . 

I'm intensely interested. Uon•t skip anything. I'm 
intensely interested - intensely. 

They charge them with s e tting up no reserve in the 
Bank of Italy statement - setting up no reserve on 
real estate and real e s t ate loans, amounting to a 
tots l of $1JJ,OOO, OJO; char ge them with writing up 
their Government securities $14, 000, uOO and taking 
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that write-up i .nto their current profit account; 
without realizing the profit, they take that into 
their current profit and pay dividends on it. 

42 

Duffield: They used that $14,000, 000 to allow Transamerica to 
repay them for those bum assets . 

B. M.Jr: ~ay them for the $35,000, 000 - you mean t he write-up 
of the 14 is part of the stuff they used to pay for 
the 35. 

Outfield : To excuse that debt, they got i t a round to Trans­
america, so t hey could s witch it . 

Banes: They charge them with their reserve being misleading 
because of his failure t o pr ovide for losses and 
doubtful accounts i .n Bank of America other than 
loans on "farm lands" and "other real estate• included 
in the "Assets" to the extent of approximately 
$8, 000, 000; elso in failure to provide sufficient 
reserves for the $3041 000 1 000 of loans on "farm 
lands" and •other real estate"; also failure to 
provide for losses on r eal estate other than bank 
premises held by Bsnk of Amsl'ica to the extent of 
approximately $1,600, 000; in failing also to provide 
s ufficient depreciation for bank premises, furniture , 
and fixtures of Bank of America ; in failure to pro­
vide also for losses on bonds and other securities 
held by Bank of America to the extent of approximately 
~4001000 and for losses on other asset items to the 
extent of approximately $3001 000 . 

Then they charge them wi th their undivided profits 
account - the net is s et forth at $22,503, 000, and 
t he Commission has reasonable grounds to believe that 
in that it includes appr oximately $9, 000, 00J of 
unrealized appr eciation r esulting from the $14, 000, 000 
write-up in 1935 and 1936 of United States and munici­
pal securities held by the Bank; also in failing to 
include a r eserve for losses and doubtful accounts , 
losses on real estate, depreciation of bank premises , 
furni ture and fixtures gf Bank of America and losses 
on securities and other assets in excess of 
UJ ,OOO, OOO . 

II.K.Jr: (On phone) Hello. All right, I hope he enJoys 
it. 

Colonel llcintyre is having his breakfast and will talk 
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in a few minutes. 

Tne S.E.C. claims that if tnese two items were taken 
into a ccount in the balance sheet it would completely 
wipe out that portion of the •Undivided profits -
net" which may be attributed to Bank of America . 

Again they charge them in 1935 and 1936 nth includ­
ing unrealized depreciation as income, and dividends 
paid in 1935 w&re more than $3, 500, 000 in excess or 
actual earnings. 

In the case of 

In the case of Transamerica. 

Say that again. 

The dividends pai d in 1935 were more than three 
million dollars in e xcess of their earnings. That 
was dividends paid by, not Transamerica, but Bank 
of America. 

Bank of America. 

Now, the worst item that I could find in here, and 
this is such fancy bookkeeping and such kiting as I 
have never seen in 1111 life - this is a bot one - in 
1933 the Bank sold to the par ent banks - to its two 
parents - now, the Bank is owned by two parents; one 
is 99 percent owned - 99.65 percent owned; the other 
is 100 percent owned by that one ••.• -they sold to 
the parent charged off assets, that is, assets that 
the Bank had charged ott- they sold to the parents • •• 

Which is Transamerica? 

which is Transa.merica, for $250, 000 . Now, keep 
that figure in mind . In 1934 they aold another group 
of assets to the same parents for $50 1 000. So they 
paid a total - the parents paid a total to the Bank 
or $300,000 for this group or assets, and they were 
assets which had been charged orr of the Bank, you 
sae, as worthless . 

Now, in 1936 those companies which had bought those 
assets sold the same a ssets to two more subsidiaries, 
or 100-percent-owned corporations, for $500,000 . 
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So you got two steps. tnen in 1937 the Bank coaea 
back •• • • 

S .~.Jr: The Sank of America? 

IIanes: '.i:ne Bank of America comes back and pa)'a to this fourth 
one of the chain t6 , ~00,000 for t hose assets . 

Oliphant: Oh my Godl 

B. Y. Jr: For the same assets which they originally sold for 
$300,000. 

Banes: Wait a minute; they paid $6,~00,0v0 for a portion of 
t hose assets - for a portion of them. It wasn't a -
there was $1,100,000 sold to another company, wbich 
is the California Lands Company. So from the original 
three hundred thousand the)' extracted a million one, 
then sold the balance for six million dollars. 

B. ll . Jr: •;here did they get that lntorma tion from? 

Duffield: That ' s out of our reports . 

Ranes: If they don' t know where that comes from ••• • 

Upham: Tbat•s our report. 

Banes: 

Duffield: 

In order to - bere •s one I don' t quite .get. The 
Transamerica - all tbis passing tbrougb these cor­
porations back to the Bank; Transamerica then goes 
in and gives the Bank a guaranty of $6,500,000, 
its purchase price, agains t the loss on these 
assets . Now, Gene says be understands that, but 
I don 't quite understand it- wby the Transamerica • • • • 

It•a booked up with another transaction, because­
Transamerica under tha t previous purc.base of 
$35, 000, 000 worth of bum assets wbich were r eferred 
to earlier, had coming due within nine months a 
balance due to the Bank of eight million -between 
eight and nine million dollars . This six million 
and a halt wtlicb was paid t o t be subsidiary company 
for these bum assets went a r ound through that sub­
sidiary to Transamerica Corporation. Transamerica 
used those funds to d ischarge a portion of that 
eight million dollar d ebt . So that what happened 
was that instead of an eight million dollar debt 
coming due within Dine months for Transamerice, the 
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Bank cot tbis. I6, 500,000 suarantr troa Transamerica, 
which r uns over tive or ten yeara, I 1 ve torcotten 
which. 

i''i ve years . 

Five rears . So that what happened was that thr<>ucb 
these two II&Dipulatiou thq extellded tor tive years 
a debt whicb Tranaaaerioa bad coaia& due within n1Da 
fiOnths. That ' s wtlat happened. The reason Transamerica 
t ueranteed it was that it got excused f or this other 
debt. 

I got - 1D r eadilli over soae of those tlliDgs that 
came over rroa the S.E.C . and our own collllllents on it, 
I got very strongly the iapression that several or 
these transactions were entered into for tax pur­
poses . 

That's right. 

Well, at the date they did this they excused alto­
kether, or rather, extended tor from five to ten 
years, about $11,000,000 worth ot debt. 

Yes. I ' m making this additional comment • • • •• 

Saved about two million in taxes. 

• • tha t as it was described in several of t hose 
memos, wQ¥, they would taka this profit and place 
it in a place where it wouldn't show • • • • 

That's right. 

• • • for t aJrilurposes. 

If it was done for tax purposes, it1 s none the le88 
misleading to atockbolders. 

No, I wasn't - I was giving that as an additi onal 
incentive for w~ they handled these things 1D that 
way. 

~ little by- product, huh? 

That's r ight • 
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It wasn't for tax purposes that in 1937 tbe Bank ot 
America paid six and a belt million dol lars for a 
portion of the same assets which the Bank had 
originally sold in '33 and 134 for $300,000 . That 
wasn ' t for tax purposes. 

Johnny, I t hink you'll find that there was at least 
one of those transactions which showed that right 
up, and so on, which unquestionably had the tax 
angle in there. That is, as I say, a very ~rong 
impression that I got • . 

Let•s go on; let ' s dust run over that . 

That's the worst one. 

'II ell, I ju.st want ed •••• 

And the balance of tile order recites for five years 
pr actically the same thing that I've recited tor the 
previous year . 

Now - all right, I just 'Nanted - the reason I wanted 
to listen - I wanted to make sure t hat they weren't 
hanging this whole thing on the Comptroller ' s report, 
because, strictly in this room, I•m bothered that it 
t ook us a month to answer Giannini's letter. 

It took what? 

It took us a month to answer the directors' letter . 
It bothers me that we took a month to answer it, and 
t hen we reall y didn' t answer it. And I•m Just raising 
the ~t uestion wily , if S.E.C . can get out a letter - wby 
this - why does it take the Comptroller ' s office a 
month to get out something and it really isn• t some­
thing; all you did is say, •Come on over here and 
see me; come on up and see me.• 

That's a good question. 

Well , I 'm Jus t - I meen if they can do a thing like 
that , based on our report •• • Then after a month of 
maneuvering we write them a one-page letter: •Come 
to Washington, we'll t alk it over.• · 

And I f urther ask the question, wbich the public will 
ask: if the S.E.C. can move on this front and move so 
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promptly, Why, when Morgenthau has made such a 
russ , changed and got new people in the Comptroller' s 
office - what are they doing? I mean you people have 
been in there since the first of Oct ober . Now, what 
are you doing about this? What 1 s t he answer to that? 

Well , t he answer on the October 11 lett er, I think, 
is this . I acknowledged it et once . We bad a meet­
ing of the banking group, and it was there that -
Mr . Delano was present - it wos their feeling uncni­
mously tha t that letter was such a good r eply to our 
criticisms of the Bank of America that we couldn't do 
anything until that letter had been analyzed point 
by point and it was discovered whether or not our 
examiners were right or Giannini was right. 

Now, we went ahead t o make t hat analysis or the letter 
and we got into complicated transactions; we did.n' t 
have very much help in the Comptroller 's office to 
make that analysis aside from the examiners themsel ves, 
who were r eviewing their own work. And when we pro­
duced a letter based on that answer of theirs , answer­
ing point by point, why, the banking committee deter­
mined tha t it would be preferable to write a very 
short letter and include the detail in a letter of 
warning when we have had a little more time t o straight­
en out all the compliations and go back out to the 
Bank and find out whether some things were true. 

Now, that is not, ln ~ opinion, an answer to the 
letter· - to why the letter wasn ' t answered a long 
time ago, and with a good deal of th.is materiel "1n 
it. or course, we have faced the Bank with these 
facts in the reports or examination and we have been 
repeating what we told them before. That is an explana­
tion which is not an answer to your question at all. 

No, it isn•t , and it isn' t an answer t o Mr . Giannini 
bellowing all over Houston that after JO days we 
couldn't answer his letter . 

Well, I ' m going to ask, how long is it going to take 
the Comptroller's office before you can do somet~ing 
about the Bank of America? 

Before we do something? 
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Yes, besides writing lett ers . 

Well, the pl.an now seems to be to call them in and 
talk to them , I think the examiners and the admin­
istrative people in the Comptroller ' s office regard 
this letter we are sending today as a slap on the 
wrist. 

To them. 

To the Bank of America . 

Well, aren't you meanwhile •orking on the formal letter 
of warning which h as to be the next legal step? 

That's right, we ' re working on a letter of warning to 
the Bank which would be a basis for certi.fying them 
to the Federal Reserve. 

Well, how long before that letter - does it - the 
letter of warning will not go until Giannini comes 
here? 

That's my under standi!!& , The next thing is a confer­
ence with Giannini. That seemed to be the .... 

All that left me cold, end that was the reason I sug­
gested omitting the last two sentences yesterday. 

I've been convinced since early September that we 
have unsafe and unsound banking evident and that we 
could write a letter of warning end certify them to 
the Federal Reserve. How, I don't think we know all 
the answers to all of the points that are made in all 
of the replies t ha t come from Giannini; but there 
certainly is a mass or evidence or unsafe and unsound 
banking sufficient to certify them to the Federal 
Reserve Board. But when we get into analyzing and 
everybody agreeing to go ahead and do it, why, , ,, , 

Well, if I may at thnt point suggest something that 
was suggested to me in the Federal Deposit Insurance 
Corporation - that if we can warn them on some points 
we don•t need to make the first letter of warning cover 
everything , If we can o a tch them on something else 
later on and have all tbe details on that, we can 
warn ~hem once a week if we want to. 
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Wllat do you t h1Dk1 J obn? 

I think in fairness to the Co•ptroller' s office in' 
t his thing here - you ask •hT the S.E. C. can do a • 
document like this in such a short length of tiae. 
The S. E. C. in the first place have been tuil1ar 
with the Transamerica up to the point or giving 
you that first intorution that they bad . In addi­
tion to that, all they bad to do was coaa in here 
and get out some certain s a lient points that were 
very .vulnerable and attack them on those points: Just 
what the F.D. I.C. said t o Gena, to pick out the point 
that you do know that they're violating, and go and 
charge them with those, and if later on some others 
develop, do thea; but let it go, try not t o make a 
t ourniquet job of the first letter to cover every 
point in t he bank examiner's report. So I think 
it's fair to say that t he S. E.C. bave c o•• in here 
and picked out t he things which bave bit you in the 
eye and have included those in tbeir so-called order, 
which is a far less t ask than ~ and bia group have 
to do it they ' re going to make a complete analysis 
and t ourniquet job to answer every specific point 
that Giannini bas raised in b 1s letter. 

It we •re going to wa~t until we're absolutely sure 
that in every particular we're right, why, we ' ll be 
a long time. 

Well, that's what you said: i t will take you until 
after "hristus to get everyone of these queati ona 
answered, and I ' • inclined to agree with the sugges­
tion or the F.D.I.C. tbat you not wait until you cat 
every single item analyzed, but to pick out the oDes 
t hat are rea~ly iaportant and t he ones you reallY have 
a case on. That•s what the S.E.C. baa done. 

That ' s what I'm leading to. It the S.E.C. can taka 
the salient points out of our report, wb7 can't the 
Comptroller ' s office do the same thing? 

I think they're in much •tter shape it they do, 
because there ere enough things in there, things 
that you' r e perfectly clear about so you don' t 
have t o cite them for all these other things about 
wbicb there can be rather serious argument . 

Wall, if we could have got this agreement a month 
ago, we could have done that at once. 
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.;ell, say what ' s on your mind . I don't know what ' s 
on your mind ; if there is something on your mind, 
say it . I mean amplify that s t atement that you Just 
made now. 

Vlell, I've had to - well , I 1 ve been privileged to 
have ... 

You're amongst friends . 

I've been privileged to have this group to help 
me, but after all it does slow things up a l ittle. 
We bad this meeting in Yr. Taylor 's of fice of the 
banking group, end they sai d, •Now we must be 
absolut ely sure, we must go very s l ow, before we 
get out on a limb with Gi annini; we must be able 
to ans~<er t his very g ood and very clever letter 
tha t he has written. • And it doesn ' t seem to me 
that it was a very good and very clever letter . 
But I 'm a smell fellow among n bunch of important 
people here, and I•m not going to just go out and 
run the Comptroller ' s office and have you say, 
"Well , look how big shot he got to be overnight.• 
I 1m guided by you a l l , I have to lis ten to you and 
l isten t o what you say, and I 'm very glad most of 
the t ime to have you tell me. 

I thi nk you should mention in that connection that 
there are jobs f or three men there in the spot which 
Cy has been occupying since the first of October, 
and it 's a pretty tough spot. 

That .... 

Be didn't have an organization in t here . 

~Y and I understand each other perfectly . Don't we? 

l hope so . 

Now, the point tba t I'm getting over is tba t this 
advi~ory committee which r•ve se t up - I think that 
when Mr . Crowley comes back Monday, in view of this 
t hing and in or der th~<t we be at least a s aggr essive 
as the S. E. C. - I wish you people would take another 
look a t this thing, see? 

Well , does that mean this let ter is going out, t he 
one they had? 
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,,ell, I wouldn' t change any tiling . 

Hasn ' t been signed. 

Seems to me - Herman, the way I look a t this thing 
is that be asked spec!fically for a meeting, said, 
"I'd like to come in here and talk to you." Well, 
after all, as Tom Smith says, what you ' re trying to 
do is clean up that bank. That ' s what you want to 
do, is clean up that bank. And if he makes that 
direct request, I don't see how you can very wel l 
refuse aim. 
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I don't want to change, I don't want to be in the 
position that one day I say one thing and one day 
another . We agreed to this. That doesn't mean tha t 
this little banking group can't meet on Yonday with 
Crowley and see if maybe we can't use t his as a model, 
and so forth and so on, and pick out of it some of the 
salient points . I•m famili ar with this thing - I mean 
that this question had to be answered; and then the 
thing tha t bothered me was, I bega.n to wonder whether 
you could answer Giannini's letter, on account of 
all the delay . 

,;ell, there was an a tmosphere all around town of 
nGo slow, n you know. liar riner wrote to you and said 
he thought 1t was inadvisable to go ahead, and that 
had an effect on a lot of people . 

I •ve heard this. I•m glad I said what I've said. 
E.vidently - but then I t b1nk that if Han.es will get 
the so-called banking advisory group together on 
Monday and take another look ut this thing, then 
they can advise me further. Is that all right? 

Sure . 

What? Now, for my information, will you clear up, 
you and Oliphant, with Douglas whether t his is 
simply a courtesy matter and whether - we've seen 
it and have no comment to make; I t ake it that ' s 
what we do. 

They called me last night end said, "If we want to 
mail this thing to San Francisco, have it ready for 
delivery on Friday, we want to clear it with the 
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Treasury tonight. ft See? So that• s the reason I 
stayed up last night t o do this thing. I thought 
it was iMportant, it they're going to send that 
thing out there - if we had any ob jection to this 
thing, we ought to say so now. 

Now the other thing , when that's certified is this 
made public? 

On Friday. 

It is made public - that whole letter. Well then, 
when it is Made public, would you draw Elmer Irey's 
a ttention to it, please? 

beforehand? 
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No, I'd wait until Friday. I'd just want to say this. 
I Mean in orden to make ~ position also consistent 
in approaching this thing , I would r ather err on the 
side of being extra careful in our approach to the 
Bank of America than of going off half-cocked and 
being sorry afterwards. And the f act that we• ve got 
this now is all to the good, but I think in view of 
the technique followed by the S.E. C. of picking out 
the salient things - I think that possibly we Might 
do the same and not try to cover a hundred items or 
whatever it is. Right, Wayne? 

I think particul.a rly because some of those points 
a re definitely arguable ····· 

You• re changing your position too now? 

I've felt that ir we were going to atteapt to answer 
that letter that we should - which is waat we were 
trying to do in the original drafts , and the;y were 
very long drarts - that we weren't sure enough ot 
certain positions which we were taking to be able 
to do it; and I still feel that sa.me way : that 
there are cert ain things that Giannini brings out 
that I haven t seaa that we have sufficient informa­
tion to be able to say, •You•re a liar ," which i s 
what you have to be able to do. 

Now one other thing; I'd say this is the most impor­
t ant. This letter is going to be released on Friday. 
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What are the chances of any - if any, or - when 
t his letter is released, that t here might be a 
run on the Bank of America? This is - t his I 
consider terrifically important, and what steps 
does anybody take to see that if there is a ~risia 
we should put in enough capital to take care of it? 

l should think it would be a good idea to talk to 
Jesse about this thine. 

I do . 

Does Jesse know about it? 

J esse does. 

He does know a bout it. 

Yes, he does . Wayne ' s t old him, and •• • 

Administrative possibility that Leo •• • 

Well , the Federal Reserve' Bank of San Francisco will 
have to provide cash if there is any cash provided -
more important than Jess e or Leo in meeting that. 
But I don 't t nink there will be any runs . 

Herman, exclusive of Herbert, the people in this 
r oom - if you will assume the responsibility, I ' d 
like you to assume tbat responsibility tor me, but 
in the sense that - to watch it for me, but I mean 
it ' s not - I'm not divesting ~self of responsibility. 
And I'd like you (Hanes) to take it up with Eccles 
today; I' ll make you chairman of this committee for 
me . And take it up; and 1•11 be out of your hair 1 so 
to speak, by noon, so this afternoon I think I 1d have 
Eccles come over here and t alk t o him and somebody 
from Crowley's office and tbe Comptroller ' s office, 
and just have a little war board; because the one 
thing the President said t o me in connection ~itb 
Bank of America is, •Now make doubly sure that you' re 
going to look after the depositors . • 

So I think this afternoon you fellows ought to sit 
down and discuss all possibilities and be prepared 
if t hey need cash, and have it there, and if necessary 
to send the cash 1n s rmor ed trucks, and everythi.ng 
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else. £nd I think you fallows ought to ban a 
little war board ••eting this afternoon. low, I•• 
not in any way divesting ~responsibility other 
than - let's call this a planning board in case 
of war; but I'm still Secretar~ of the Treasury 
and have ~ full responsibility. But I do want 
you fellows to get together this afternoon witb 
Jesse, with the others, Just have it ready . Bow, 
is that ••• -what? And then- but I wish you 
would meet witb them and Just be sure that every­
thing is ready. And if you have any doubts, you 
can.call me on the farm, will you? 

Yes, si.r. 

I ' d like for Ed to sit in to follow it. 

What? 

For Ed to follow it. 
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That's all right; but you're a member of this group, 
llr. Oliphant. 

Yes, sir. Well, the technical thing - is it satis­
factory for Ed to sit? 

Sit ? You mean for you? 

Yes •. I've got a pretty tall dealt . 

Well, ·.that's up to the chairman of this a>Dittee. 

Well, whatever John want~. 

•hat do you want, J ohn? 

That 's all right with me. Be's been following this 
thing. 

Yes , been following it very closely . 

All right, fi.ne. -"nd if you want me tonight, you see, 
t o talk to me about it - talk over if there's any 
question; I think you definitely ought to prepare 
for any possible move, a run on the Bank or banks. 
And if when you meet this afternoon- gentleme~I•ve 
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got General Craig here - won't you throw out a 
little hint, if you think well of it, to Eccles 
that they shouldn 't let this thing Just slide over 
that these banks which are holding companies - I 
mean what 1 s tha·t thing that expires on November 29? 

Voting permit for the stock in the Bank. 

In the group - I mean not just to sit back and let 
the thing slide b.r without bringing it again to the 
attention of whoever controls those things. 

They 've instructed their Vice President tn the San 
Francisco Bank tbat if Transamerica basn t submitted 
a suggestion by the 29th, to go in on their own 
motion and discover what the situati on is and what 
the company proposes to do. 

Well, could this be possible, to do it even a little 
bit differently? '.l'o say tbat it on the 29th they 
haven't done it ••• (makes sharp downward motion with 
arm) ? 

Duffield: Yes, I should think so. 

H.lai . Jr: Instead of doing it that way, I mean, to get out the 
notice that •you havf the 29th as a deadline, and if 
by the29th you baven t severed the connections of 
this thing, the voting trust expires and will not 
be renewed. • 

Duffield: I think - should think it will be. 

Banes: Is that up to the Federal Reserve Board? 

B.U.Jr: The Board. Instead of sitting back, arguing about 
i t tor a year, the~ can fUt them on notice: "Now 
it by the :<9th you haven t done so and i o, the 
permit expires and will not be renewed. I 1m bri.nging 
that - I'm not - this is a suggestion and not an 
ordrr . I mean I'm just, instead of - ln other words, 
let s change the technique, if possible. They've bed 
how many months to think this thing over? 

Duffield: They started wey back in the spring, when they first 
no~1f1ed the Corporation. 

• 
B. II.Jr: I' m just offering this - when you get this group 
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t ogether 

O.K. 

Mr. Secretary, I don't want these people to think 
that I don' t appr eciate their help, because I do, 
and I take the blame myself for these things not 
being done. 
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Cy, nobody 1 s blaming. Listen, the purpose of these 
meetings is to talk fronkly and tor me to talk frankly 
and everybody else t o talk frankly. I appreciate the 
difficulties and the handicaps which you are worki.ng 
under . I didn't kno« that Mr . Delano was such a sick 
man and couldn1 t come to the office all the time. I 
appreciate all the trouble. But what is said here 
is f or the benefit or myself and everybody else, and 
you know by now that when I make statements or - if 
I•m wrong or anything else. But nobody -you need 
this group badly. 

Yes . 

And I need them badly, and we'll continue to work 
together. But the purpose of it is so that we can 
all talk things over • . And I couldn't help but be 
bit on the torebead when l see tbis thing, and I've 

. just heard yesterday about llr. Giannini bellowing 
all over Houston, and naturally it will be asked, 
n•r tbey can do it, wny not the Comptroller's 
office?• I realize there's a lot or reasons wby, 
but I also realize that you might follow this as a 
pattern. llight - that ' s all. Just reaember, you 
always bave been and still will be a member of the 
Treasury famil7. 

Thank you. 

And we squabble amongst each otller, but if any 
outsider comes 1n we all join hands against the 
outsider . Right? 

Upbam: O.K. 

H. M.Jro And you•re still on the inside. 

Oliphant: Here ' s tbe roraal opinion of your authority to turn 
those examiners ' reports over to S.E.C. 
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a.W.Jr: l can' t take tbat on the fly. 

Oli phant : You don' t want it now. 
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Proooodlaf ~der See\lOD 1VIal(2) 
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ot 1834 . l l a"anded, t.o cle\er•lae 
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It appaarlaf ~ t.be Coaa1aa1on t.bat ~ranaaaarlca 
Corporat loa la t.be laaoer ot Capital lt.ock, &a par value, 
aad t.~at aald !raAaaaer1ca Corporatloa r••l•tered 11,590,?84 
aharea ot aucb at.oek o~ ~he ••v tork l\oek laobaafe, t.be Loa 
Aatelaa at.ook lacbaaae. aad, '' aaeadaea~ . oa \he San 
rranolaco l\ook &ach••••, all aa\1oaal aecurl\lea escbao•••, 
b7 t111D• OD or aboo\ Aufua\ 7, 1117, .a appllea\loa oa rora 
14 ol.aad tor \be Cbrpora\loa b7 Joba M. Oraa\, Preoldoa\, 
vl\b \be aa14 eacb&D'e• a~d wl\h ~•• Coa•l•aloo purauaa\ \o · 
loo\loa ll(bl ol ••• Bacur1\1oo laobaafo &o\ o t 1934, •• 
aaaDdod, aad purauaa\ \o Rule J81 ( oow Rilla X-128-11 . •• 
aaoDdod, proau1fa\ad bJ tbo Co•alaa~o• 'bt r auodar, wblch 
app11oa\loD baoaae ottoc\1Ye Bap\a•bor 10, 1137; aad 

,~. Coaalaaloa b&YlD. roaapaab1o croupdo \0 belle•• 
. \~a\ !r••••••rioa torpora\lOD ••• tallod \o coaplp wl\b 
''• ••••leloaa of 8eo\10D lllb) ot \bo loourl\laa &acb•~•• 
Ao\ ot ltl•, •• A•eaded, \be rulee, relula\loaa. rora a• 
••• ''• I•o\roo\loae \bere\o, proao1.a\ad bp \ht Coaaleal oD 
''•••wader, la \ba\ \be applloa\loD tor roflo~ra\loa oa 
Pera 14 aad ••• aaeDdaaa\a \ bero\o, t11od bp aald Corporo­
\loa ooa\ala ta1oe aDd aLe1aad1DC a\a\oaeD\0 ot aa\erlal 
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racta, ldeludlng rrnancfal stateaenta ot a a rd Corpora­
tion a nd ita •~bsldlarlea, ~blch do not .~orrec~l1 reflect 

h rl l 1 Colldltlori of t h e Corporation and ita t e true nanc a 
~uba ld l a rl•a, all as berel~aite~ aore particularly set 
ro r t.tq 

The rata• and a~oleadln~ o~a~e .. en~• whlch ~he 
Ooftal&flon hae re&tonable Qrounda to believe ~ xl et ln the 
application on Pora 24 and the aaond~enta thereto being 
mora particularly a a follo~•: 

· .. 
r . ft.ea 4 (b) a rd .tt.ea 11, Col. 0 call ror c ertain 

tntoraat.lon " ith·reep'ect to all paretrte of the 
re,latran&.. !he fnat.ruc1.1ona to l'or= 24 d•eflne 

·. 

c.he c.era • ;tarent • t:o Include a peraon ln control · 
or the reflstrant and ~he t.er~ • control • is dertne4 
to ae&D •&.be poss.esstoL1 .direct. o r Indirect., oC 
~he po~er ~o dlr~c~ or cauae ~he dlrec~lon of the 
aanaQenen~ and policies or a person, ~hether 
throu•h ~he o¥n.ershlp ot Vot.lnQ ltrC\lrltles , by 
contract, or ot.her wl ~e •. • 

l"h• Commiaalon has reasonabl e · ~rounds to believe 
t.hat ln 1~34 general proxi')l, t.o remain in fu ll 
rorCo a nd e rrec,t., unluse: r evol<ed , fo.l" a terl!l or 
aoven ¥e•rs , ~tre deldfnted to a Commlt.tee com­
poaed o! A. P. Glannlnl, Jo hn K. Orant and L. M. 
Olannlnl , that such proxlea were voted at the 
an n\lal mee ~~n~ of atocjcholdt:ra on March 29, 1934, 
and were ln effect at. the date of the ~ppllca t.lon 
on Porm 24, and t.ba\ at such date th ese proxi es 
conferred up~n A. P •. Glannlnl, J ohn H. Orant. and 
L. H. Glaanlnl the po wer to direct the ~ansgeaent 
and pollclcts of t-h e rect a tr:l.nt. 11. t herefore 
appears to the Co~a lasl~n thAt the failure ln ltea 
4 (b) and lt.ea 11, Col . U to dlac1oae the co~al~t.e e 
OOAp oa ed or 4 . ~. G1,~n1nl, J ohn X. Jr3n~ a~d 
L. H. ~lanntnl as a paren~ of tho ~•Q 1at~a~~ con­
atl\utea a n oa1ss1on or a ·~ter13l rae~. 

l t•• 28 an~ lte~ 29 C:l11 tor 1.nt"orU'IatlO'o W'l"t,h 
reaptct ta \h~ re•un~r&tlon paid by t be regratrarit 
and lta IUb s ldl&rles to certAin of ita O'ffrcera , 
·dl re~tor a and eap1or~es. 

the Co"'ftltalon h•9 reaaonablt · Qro unda to belieVe 
that on Janu.ry 20, 1930 , the au" or &1, 400 ,000 
v~a Plaoed on the boo ka of B~nkltaly Co•p an~ of 

.. 
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Aaertca (~ben a aubaldlary ot !rana•~erlca 
Corport.t.ion) t.o t.be crefll~ of A. P. OJa.n %\lnl; 
that. ot 'b~• $1, 400.000 a ll but &?~2,COO had b~en 
pald to A. P. Glannlnl, by S'ept.eab tr, 1931, at. 
~hlch tl•e counsel tor the then e x lat.ln' man aQe­
aent. o f Tr&na,me rlca Corporation adv lsed that 
turt.her payae nt. -w ould be lllefal: t.h a t. the r eafte r · 
1ubaequent t. o t..ha chance in ' manaQe•.ent in 1932, 
A. P.' 01 anD1D1 wl t. h<lr aw from the balance of 
t 792 , ,000 the .!ollowt~e " ""'"' 

193E -
1938 -
1934 -
19311 
u~se 

.134 ,82&.118 
132,89&.92 
100 ,11 9&.24 
2111,0112.03 

&II, 0 14. 28 

lt. appear~> t.o t.he Collal salon c.hat t.h.e failure to 
dlacloae t.bese tac r • ln It••• 28 and 29 re nders 
re.latrant's respon se to theae lt.eaa ft&t.erlall7 
alaleadlng. 

111 . Wlt.h re spect to t.be •Balance Sheet • of Transamerlca 
Corpor at.lon as of Dec~mber 3,1, 193 8 -

A. In Sched~le VI th~ llQUrt $1,1~t.?t 4 .S6 11 
aet. forth aa a charge to •Paid-In Surplua• 
in 1936 under the eaptlon • charge resultln~ 
tro~ oancellatlona and redlat~1)ut1on of 
caplt al stock ." · 

Th e Commission b aa r eaton abla troundl to 
believe ~bat of thla aaount 11,124,?24.79 
repreaents coaal~alon3 and other ~onle~ pal4 
b f tranaaaerlea Corporation to Aa&ocla t ed 
Aaerlcan Dl strlbut.ora , 1nc. tat \bat t.l.t~e a 
wboll7-ovnec subaldlary of lnt•r-Contlnent. al 
C.orporat.lOD· wbl ch 'W&I 1\IOlf & whol. l)'-OWDt d 
eubaldlary of Traneaaerlca Cof'po ra.t.lonl. in 
connection vltb the fo llowlnQ ac tlvltles: 

froM 1934 t.o April 1Q3'?' 1 AI OOC iat.ed An~erlcaD 
Dlat l' lbutora, Inc. enQ-.Qtd ln the bu5 ine•• of 
aolleltlng orders to pYrehaae Tranaamerlca 
Corporat i on stock on the varlou t &~ock e xchange• 
on which auch s~ook waa llJt.ed. Jt does not. 
app ear t.bat ln any ea1e A••oel&t.ed American 

· D1at.r1bu\or8, Inc. •ollelt.ed orderc for t.be 
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h O f ea~t~al atock held by Tranaa•erlea pure ase r 
Corporation. 1'he eollcl\.&\.lona were e ffected 
by aeans o! contracta entered ln\.o by Associated 
Aaerlcan Dlst.rlbut.ora, Inc. with indepe ndent 
de a ler• and throu'b a larQe number of sales-
a e n eaployed directly by Aaaocl&ted A~erlcan 
Dlt\.rlbutort, Inc. Aaaoclated American D~atrl­
but.or•~ Inc. paid comalatlona t.o .the deal.ere 
and to lt1 aaleaaen tor t he orders obtained and, 
t o encourage ret.entlon ot the ,atoo k eo purchated, 
additional co•~ltalona vero paid in proportion 
to the duration ot • plac eaantt. • To support 
thee e ac\. lTltles, franaaaorlca Corporation paid 
the tollowln- aeounta to Aaaoclated A~erlcan 
Dlatrlbut.ora, I nc.: Jn 1834 , S33e,8:S7; ln 
1113S,. $8~1,202.1?; ID 1Q38, t1,124,?24.78. 
Tbeae payaenta vere treated b7 Aa•oc!at ed 
.Aa•r lean Dlstrllnatora, Jnc. aa cur rent. earatnta 
and v~re aet. up on lta books aa ~ncoae ln t.be 
7ea ra reeel••d. 

Jn the li~ht ot the t a ct.a aet tort.b above, it 
appeara to the Coaalation that. the co-ml as iona 
and other monlea pald t.o Aesool•ted Aaerlean 
Dlatrlbut.ora, Ino., in the o.tr~ount of $1 1 12 4 ,'724.78 
in 1a3&, repreee nt a current. expense p r pperlr · 
ch arg e able to profit and loaa an d t hat. regls­
t. ran t'a treatment ot thia lte• aa a ~harge to 
•Pa id-In Surplus• an d ltl (allure to reflect 
th~t ltea aa a current expenae viih a conaeque nt 
r educ t ion ln • tarned Surplua • renders the 
•Balance Sheet • and Schedule VI aa ter lally 
ala lead lng. 

IV . With respect to t.he •Profit. and Lo••· St.at.eaent. • 
ot fra~aaaerlca Corporation 

A. Schedule VI seta forth aa eharfea to •Paid-I n 
Surplut • under the caption • charge reault.inf 
troa cancellations and redlatrlbutlon of e a pttal 
·~oct• the fl~urea a 4 Q8,182.72 in 1934 $891,202.17 
In 11138 and U,l?l,714.88 in 111a0. ' 

The Coamlaalon haa re•aonable Qrounds to believe. 
~hat of these fiQurea lf338 887 In 1ft 3• $991 202.17 
ln193~ • . .. , , • and $1,124,72 4 .'78 ln 1938 represent. 
~o•alssioas and other monlea paid by Transameriea 
orporatlon to Aaaocla ted A•erlean Olet.ributora, 
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Inc, (then a vh olllf-OWntd ~ubo ld1ar( ot 'Inhr­

Contln4ntal Corpo~atlon wh ich va• · l~a •lt • vbol ly ­

ovDed e ubaldlar"7 ot «fTaneaaerlca ·.Cor,orat.loa) la 

con.neot.lon ". vlt.h the act.i'vttlea ,described a bo•• 1n 

parafrapb Ill-A. In the llfbt of Uia ractt and tor 

t. b e reaaona ee t forth abo•e lo paraf r •pb 111-A . 1\. 

appeara to • •• CoaalaaloD that reQlatraat'a treat. ­

aent :ot thee• lt,eae r,nder'a t.ho prot'lt and loaa 

aht'eaeDt• for 183'4, , 18311, aDd lUG aa\erlall7 Jllt ­

lead!Df, 

v • . With 'reapec t to th•e '",Dal'anoe Sheet•. ot lnter-A•erlca 

Corporation aa ot Deceaber 31, 1838 -

A. Unde r th e o al>t.S.oo '"Reaervea -Poi- llablllty and 

· posalble loes under outatandlng contrac\ or 
guar& At.y•, and · in S~bedule V r~latlnQ to 

addltlona end che.r~e:• to •Rea e rtfe s•, there ls 

set forth ~he flQ10re 39,302 , 381.83. 'The 

aecompanylnQ ~o~. ata\ea that. t.hla a•~unt 
.relate s to a eontract of -~&rant7 •lven to aank 

of ~merlca M. 7. and S.A. ln oonoect.lon with 

c~ r taln ••••~• of tbe ' Bank. 

~he Coa~1aa1on haa reaa onable fro~nda to believe 

that certain faot.e having a material bearing on 

th le aatter. a re as follows : 

In 1G31, ln t he oourae of an exa_ainatioa ot 
Bank of Aaerlca N.T . A s.'A' . , the national bank 

ezaelnera clasaltl ed certain asseta of ~be Bank 

, ln the face aaount of approxl,..r.a~ely t35,21 4 ,000 

as loasea and doubtful a~coun~a ot such unJat.te­

tactory character as to require thotr eltalnatlon 

froa ~he 8ank'a balance sheet, Unde r three con­

tracts dated June 26, 1931, Deceaber 31, 1031, 

and rebr~ary 13, 1\132, Bllnlc: or Alfterlca N.1" •• 

S.A. and Corporation ot Aae rlca (both ot Yhiah 

were at that tl•e 9~.e~~ owned by Traneaaerica 

Bank Holdlnd Coa pany, ltaelt a wholly-owned 

aubaidlarf of Tran$&aer1ca Corpora~1on), ente red 

loto agree•en~a vh1ch provided tha\ Sank ot 

Aae~lca ~.T. • S.A. •a~ree• t.o sell , \ raaafe r 

and aet. over ·and doe• herob)f cel l, transfer and 

aet over \ o \he. Corporation, and - ~he Cor poration 

agrees to purchaae and doea h ereb7 purchase 

troa the Ban k: • all s~ch a11eta . At conalderatlon 
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f o r \ hea• aaset•, corporat l oA of Aaeri e a •fr eed 
\O poT \be toe< o•ouDt of t,5 ,21., 000, T~ 

rtor. cace Corpor at1o4 of Aaerlca p l edCtd a e cart pe 
•Hh \bo liaok \be aooou purcbo,ood \ofetller wuh 
e dd 1 \loaal collat e ral. Co r poration of Ar.tt'le a 
ta1lt4 to •••o ettoc~ oo i ta book• to th~ a aaets 
Ao Qulred bJ th~•• ooD\ r a nt. t ot 'purch aae an d a a le 
or t o r eflec t oar dlreot ll ab ~l itJ thereunder, 
bU\ appartD\11 \reaud \ht obli~ a\l on arl &iaQ 
ander the coatrac t a aa a f uaran tJ bi a e tt i n a up 
a reaerve Crom capital aurplua . 1ft a n aa ount ~P-

. prol1aat.tl7 eq;ual t.o th o a.'CreQete purch a se pr1c~ 
UDder t.be cont.ract.a. 

Ja 1$23. t.te th re e coat.racta v~re t.raaaterred t.o 
t r aoa a•erlca aar: t Holdlne Coapan)' , and Tranaaaaerlca 
Baok Ho1d1~f Co~p••T \ 1 a r a •olu\ion of lta Board 
ot DJ rec,ort, dated Aa•~•~ 30. J~33, a're~d ~o 
•aaauae a ll of ~ be obllfatlona ot Corporation of 
j aerlca Und er tboae three c er~aln cont racts between 
aald Corporat.lor. o~ Aatrle a and Pank of America N.T'. 
6 ·s . .t.• Jn CODJ)ec t.ign Vu.h t.b!a tranefer, Corpora­
t ion of .lllerlcA ellmlaat.ed t.be ·reaerve aet. u.p to 
oove r it s obl1C:at.1on u.nder tho cont.raet.a, then ·~ ­
'' ' ''tlnd approx i:~~ately $3,.,904,3?8.~7, and a re•erve 
i n t he •••~ am~unt. appeareo on the book a of. Trana-
&1\e rlca Bank Holding Coaapi\n .Y. At a "Speci'al 
St.oo kbold.ere Me eting• on Ap ril 20, l93ts ., th e name 
ot Tr anaal!ertc ~ ea.ok Holdlnf Cocpan1 "'' ' cbanlfed to 
Jnt.er-Aaerle a Corpor a tion. troa tiRe to time Ba.nk 
o f Aaerlca N.T .. a s. A. reduced the tt.e a set. up on 
ita 'Dooka t.o :-.efleet \ be obl lfatlon o f Jnt.c: r­
Aae r i c a Corporat.loD UAd.er t.be three coDt.ra~t• by a 
vr l \e-up ot unrel•te4 aa~eta aud b7 v arious o~her 
aeaaa aa ae t. t or tb b e low uuder parafr apba VII 'o XJ, 
aad XV \ O XVII, bo\b lnclual•e. 

111. \ lilt ll,bt. ot t be f acta aet. tort.h., lt. app ear• t o 
\be Coaalsaloo t.ha\ the 1~••• •R••ervea ·- "POr 
l lablllt.7 &ll.d po aal~l e l oaa UDde r ou t.at.audl nl oon­
t.ract. o t 11uara.nt7• 1.ofet.ber " lt.b t. ht ac ci o•paD)'in(l 
Wot.e, Sohe.dule V, and the "Balance Sheet • ar e 
a a \er1all7 • 1alt ad1n~: · • 

1. In t.r eat lnQ the co~t r acte doeorlbtd a~d t.b e 
. obllQatloD o f Jnt.er- A11 er1ca Corpor a\ t on t.b e r e­
uader as a fuaraD\7 r a \bt r \ han a a a pa r eh a ae 
&Dd aale vbtob abould baYt been recOrded bY 
ae\t.lnQ up \ be aaaet.a purchaaed Yl\b a corre­
apoadlof direc\ ll~blll\7 to r the purch ase 
price &ltd, 111. Yle"V Of t.be Cb &r&et.er Of t.b t • 
aaaet.a, • reat:rYe tor \bt loaaea wbicb woul d 
\e bor~ • b7 I~• . ..... er-Aaerlo a Corpo r a t.lon; 
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I• Io \ba' i~ e a&OUD\ ae\ up •• • a ea t r•ea• · tor 
\ h lo obllfe•loa doeo DO\ relleo \ th e \ ru • 

aa oaa\ of ' b e llablll\r due ao r \ho• poo albla 
lo•••• u ader ~he ooe\raota1 

$ • . In ~k• uae of ' tbe tara • r•oove r l ea • 1D 

Schedule Y •• cbarQta \ o ''' •Raaar•• • 
6r1.1nal~7 a~\ up t.o cove r ID\er-Aaa r lca •e 
obl illa \lon uDder t.Jae i.bree ooD\ract.a , in tba\ 

\he ter• • reoo•a r l ea• t alla to ladlcate a n d 
.t.l al flea t.he true na t.u.re· ot t.ha reduotl oa ot 
lnt.er-A•erL c a•a obll Catlon b~ c0DYI11»f t he 
lapreacl'on of actua l oaah r ecoverlea on aaaa t a 

vrit. ten 6owa, where~• ln taqt. t.b a •rec~varlea1 
v era a ocoa pllabe.d b,Y' the vr 1t.e-uu b1 Ba nk of 

A•erlca M.T'. 6- S.A. of unrela t.e d a aaeta aa ''' 
fort~ balow in par••rap ha VII to XI and XV to 
XVII, 'bo th lnclu.alve. 

VI. Vlt.h respect to tbe •salance Sheet• ot fr a n aaaerl c a 

Oene ra l Corpora ~lon •• Ot Dtceaber 31, 193G -

vu. 

A· Under 'b• oaptloD •tn•tataenta l n 8ecur1·"1•• 
of Aftll1aho" and ·in Scbedulo II ' 'bore 11 •• ~ 

£or~h \ b e u,ura 18 ,1182, 180 .20 •• \bo c arr tl llf 
•alue ot \ be 1nveat•en t . 1n the capital ~took 
of 8a.nca d'Aatrlca e d•ltalla. 

Tbe Coaal aal on b aa reaaonablt frovnda to be­
l ~••• that eertala rettr1ct1oaa l •po atd ~7 t h e 
Italian a overnaent u pon ~ be tran atar ot a n7 
protltt or othe~ tuada fro• Italt to any other 
countr~ •aterlally a ttecta tbl a t aveataeat. 
It therefo r e a ppear • to the coaal aa lon th a t 1' 

la aa\erla llp ala1ead1Df ~o ae~ tor~b ~bo flfora 
18,1182,180 .20 a s \bo c orrplaf • al u e ot \~e la­

•• •t~ent 1a ~b• c apital a t oot ot l aa c a d'Aaerloa 
• d'Italla ~lthou~ ladlc o~lbf ~ba effoc\ \bat 
the rea\rlotloa a rtlt~rtd to a boY t aa7 h&Yt 

UpOD ~ha 'l_IIYea t.Joe»t• 

Vl<• re•poe\ to \ b e • Coa blaad Ropor\ ot C~adl\loa• 

' of lao' of Aaorl c a W.f, • B. A., Plra\ Jo \ l oaal Ba•' 

in Re no , Baak ot Aatrl c a 1Calltor•1a ) aa of 
Do ceaber 31, 1oae -

A. The 1 t e a •Lo a na and dlacounta• under ·A~aeta• 
a a d 111 Sohed.,l e ! Ia oto\ed to bo ta:lll,8llli,100.eo. 
!'bla tlfvre lncludea, aaoaf o t.her t.b l ne a , loaae 
1D t.h e aaouot of t30•, _,7 4 , 3 S l. '73 .oD • t a r • l aada• 

a n d • ot.her real ee\a t.a.• Th e co••l el lOD hae 
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reaeoaa~l e fround e \0 bette•• th a \ ~be 
~~·• ot $68~ , 888,100.&& lncl~doo ol~1aa\ed 
100101 aad doab\tbl acooant1 a ff rota~laf 
lA eaOIII of 18,000,000 a nd e lov ICOOUD~a 
Ia 110111 '' 112&,000,000 hold b~ Bank ot 
AatTica ll.t • .t B. A. RtfltH i n\ hu f'all •d 
~ 0 dl t cloae ~heae 101 111, doub~ful lteae 
and olow accoun\1 In \be • Rtpor\ ot Condi ­
Uoh' , oHlltr Ia Soh'edul t E or eloewhore Ill 
\bo rofll\raUoa 1\1\eaon\, hal tailed. to . 

• ,,.o ... lde •• , r e••••• tor tClch lo .. aee and doub\ . 
f Ul I CCOUDtl, aad, 1ft \be IU~ple•lfttar7 d ata 
turnl l htd I a aoeordaaoo vl\h ~ar1Qraph I(5) 
of ''' Iaat r ue,lona aa \0 •tnanclal S~ateaen'• 
in tbl Iaatruotloa Book tor Pora 2 4 , bas 
a trtraat1YI17 atated ~ba t there are no losaea 
oa loana and 41acoun~• not pro•Jded for . 

s. • United States Oo•ernaent obllQations, direct 
and/or tully ~uaranteed• and •other bonda, 
a tocka a nd aecurltlea • are aet forth under 
•A111ta• and l n Schedule r aftd Schedule G 
at a476,019,.'1'71.38 and, 11?&.0'18,108.80, re,.. 
tpectl 'f el)'. 1'be Coamltaion haa reaaonab l e 
'round• t o be lieve that theae ·i t••• include 
Un.l te4 ' Statea .Governa.ent, and Munlelpal aecuf'l­
\loa h~id br Bank ot 'A~~trlca N,'l' ,! S ,A. whlcb 
were wr lt.t.en up in 1e3& and 193& t.o th e e xtent 
o~ •P'Proz lt~.&tely S14 ,000, 000 and which at. 
the d ate ot the ~Report ot Condlt.lon" include~ 
an unre alize d appreciation o r approxlaat.ely 
•~.ooo,ooo. The re-la\ran\ ha1 f all ed ~o 
diacloae t.hla t act lD e ither Schedule FJ 
Bohedula ·G, the tuppleaentar~ d a \ a turnlabed 
In occorda~o wl\h paragra ph I(5} of' •he In­
etruetlon Book tor fora 14 . or elaevhere ln 
\be reatat~atlon at.ateaeDt. 
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ra t•1~1•t . ~o pro•t•• t ow to•••• ••• doobttml 
." o'o0•••• of llaall o( Aaerlo e ' ·' • • I,A, other 
t.a~a · l~••• oa •tara lande• a nd •o\ ber real 
••'•'•• laol'uded la \ be ••ea,et.a• t.o t.~e , ext.en..t. 
of appro1Jaate17 tB , OOO,pOO; · 

.. . 
. rill ta11Jaf \o pro.•lde outt1o1ent ruor<reo tor 
\be eSOo,f74,11111,'1!3 of- lOaDI Oil 'f.IU loDdl' 
aad •o\h•~ real ea~ate• t · 

• 

• 
\ 

3 . Ia ~llf,at ~ pra•lde tor lallol ' on raal oahh 
o\bll' ~baa bank proalaoa ' hol~ b7 Ban k ot 4&or1ea 

I , ' ' 

•.T. 6 B.A. to tho exton' •t apprixla attlT 
11 , 800 , 000: 

4. ·In· fa lllnC t.o provtde eutt l elent. depraclatlon 
tor bank ·· ,.realaes, turnlt.ura. and tlz t.urea of a • • , 
~t Aaerlca Y,T. 4 s.A.: 

' 
&. In ta111n' ~o prov ide tor loaoea on bonda and 

o tl\~ r .ooeur·itlu he ld b:r Bank of Aaorfea ll. f. 
• B.A. \ o the e xte nt ot approx1aatol1 $ 400,000 
and ' tor lOai•• on- other ••••t. it••• to t.h e ext.ee.t. 
or approx1aatel7. 8300,000. · 

D, ' Undiv ided ·proflte - ne t ' , 1,11 oe t fo rt h at 
t22,11~3,8U.pll ,' The Coa-.loo l ol'l h oo r'oooonoblo 
froundo to belle•• that \ blo ll f uro lo tatoo and 
ahtoadln' -

1. In tba \ 1t lneludeo appros1aatol7: ,e,ooo,ooo of 
Ga r eal1ae4 appreelat.loA reaul\lDf fro• ~ be 
t l 4 ,000,000 'wrl\o-u p 1a 1eae ~ad 1ese ot Unl\od 
' '''"' a nd MQnlelpal ooeur1\ l o o bold ~' Ba nk of 
Aaer lca w.T. • s;A.; 

a. Ia r ,llllllll t.o, include • r•••~•• tor ldaae a a ad 
doub \ful a cooua ta, lo•••• oa rea l ea\ata, 4ipre­
o1.at.10D of bank p re•l•• •• turnlt.u re aad fl s\u rae· 

. or Babk of Aae'rl c a 11','1' • • 8.4. an d lo•••• OD ··­

ourl \ lea aa4 other aaaeta la esc••• ot 

3 . 

113 'ooo. 000: 

I n that \be t otal" ot Ill a nd 12) would wlpo ou\ 
t b at portion of the " Und1v1do d protl\1 - n o\" . 
vb loh aar be at\rlbuted to Bank of Aaerl c • M. ! • . 
6 S,A, a ad v ould requtr• a reduct!on of the •aur~ 
pl\aa• account..- of Bank of Aaerloa II.T. • . S,A. 
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llf\~ rupee~ ~0 ~he • co•blned llapor\ o t Jrarohca aad 
DtYldaado' t~r lank of A•ertca J.~ . 6 I.A., Ptra\ ••­
ltoaal laot Ia Raoo aod Baok ot •••rlca ICalttoratal. 

•• ror \be year ended De•••bar 31, 1831! -

1. the it eat "Reco•erlea on bond. I, etock~ and o\bt 
eecurJt.Jea" encl •Protlte o.n . t&curlt1ee aold• ,,, 
1 uud \o tohl •14,842,11U.&7. The ¢o••hotco 
baa reaeon to believe that t.hl• tlQure Jaohadu 
aareall14d appreolatloD ot approzl~atel¥ 
87,000,000 reaul\1nf troa an approz1aately 
tB,OOO,OOOvrHe-up 1n 19311 ot United~~ o 0 , , 
e1'Daeat and Muftlclpal aeourl tdes held by 8ant 0 
Aaerlca )l.'f'. 4: S.A., and, in addit.lon , lneludtl 
a tubatan~lal aaount of unreall$ed appreclatloa 
reaulttng troa the vrlte-up o f certain ?raaa­
aaerlca Corporatloa s~ock held by Sank ot 
Aaerlea N.T. 4: S. A. aa collateral for wr11.t.tD 
ott loana, and that the inelualon ot this uu­
reallzed appreciation as lneo•e is ralse aud 
ata~eadlnt; 

2. The pro•lslon tor loti nfld depreelat.lon on •bar--. 
log house. furniture and fixt.ure3 • is set. at 
$1,0.5.5,223.40. The Col'\tr~leeio.n haa reason t.o h · 
llevo tho\ ~hlo tl.ure 11 ,inadequate: . : 

3. The deflc1enc1eo .·,~ t'o'rth 1n Cl) and (21 ai'l 
reflecte-d ln the st.atel'lent o£' ne'"t. pr~ot1t.a a Dd 
undivided profits and render t.hes e it.eaa falee 
•nd alaleadtn·Q to an aaoun t. 1n exce•S of 
$7,000,000. It app'eara \bat ~be di•1dendo paU 
in lVS~ by Ba nk ot Aatriea H.!. 6 S.A. vert aor 
than 83,&oo.ooo in excess ot its actual currea\ 
ea rnlnQa. 

I. for the 7ear end ed Dftoeaber 31, 183& -

1. !be lten • aeoovertea on bonds , at.oeks and otbtr 
se(~rlt.tes• ta at.eted to b~ i&, sov,• oo.ae. !bt 
Coaalaelon has reaaonable Qrounda t.o belle•• tbe 
t.h~s fi,ure lnqludes unreall~ed appreelat.loD of 
app~ox1aa\alt ta,ooo,ooo resulting f~o• a 
88,0~0,000 vr1~a-up 1n 1G38 of United S~atoo 
Govern•ent and. Muni cipal aeourltlea heltl b7 B•• or Aaerlc:a, H.T. t S.A. t and in addlt.ion, ln• 
e udea a e ube\ant1al aaount. ~t ~areallsed apprt 
elation reaultln• fro• the write-up ot cer\al• 
7ranaaaer1ea Corpo rat ion atoc:k h•ld b7 BaDk of 
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0
.,. (: .. • ow; <\:-4 ""! •4 u~'a.,, •.!!h .. -s.A. •• oo'lh'ol'ol for vrlnn 

off. loya.,.Ajl,d \ha\ \lie ·\ooila eloo of \bla ,.._ 
r .tt .. ll.a,ed . •P,J>feC l UlOD U lDC O,II e la fal .. aad 
aulndf~~ · 

'l'be , repo r \ qf la:rnio''· aDd l) l•~~eoo!f f ur\110 r ·~­
·pear• o l.tle~.dloQ. t.o \he\ no ·pro"flolon froo ••••­
U,f•. b .•• baeD .• • • d• f'o ~ dov.bt.ful aecouD t.a aa4 
uncolleo\lllle torel•o dr e4l\o llt'ld .ll:r Bank of 
A"11arlo>a •• or . i S , A, vlolcb \he Cooolulon baa 
reuona•le Qroand~· "\o •et h•• • ••••fa\ed approal ­
aa\ e ly 13,70C,OO~; 

3. The provision tor loaaea tuut dep reolat.loa oa 
• b ank: ln• ho\1 ae:, tu rD l\.Ure aDd ftx \urea• la ae\. 
at St. Oe2.~48.e~ ~ T~e Coaa l a a loa '•• r~aaoaa~l• 
croundo to be ll••• tbat tblo flCar e lo loaae-
Quat.e. 

' 4, 'l'he deflcleoclu oet ,!or \b ln I 11, 121 and 131 
are reflec~ed 1ft t he ,t.at.•aeat. of eat. proflt.a 
and und1•14e4 pro!lt.a and render t.baae l t.eaa 
f ala• aa4 a1alaad1BC ~ o an aaova t. 1D excaaa of 
&e,ooo,ooo • . H appeau tbat tilt dl•lduda pald 

"tn 193C b;r D~D~ of 'aerlc a M,'l', 6 s.A. wert aora 
thaD s.~ .eQo,ooo ·tn axe~•• ot ita actual currea' 
earnlnQa; 

IX. V1\b reapec t to t.be •llalanee ·s beet.• ot California t. aocsa. 
IDe., •• of Qeeeab e r 3 1 . lOSe-

"· 

.. 

8e~edule VII re~at1•• to • sorploa• at\6 forth •• aa 
a441\1oa to •&araed .Surp lua• under the ~aptloa 
•Prof1' on "aale of ••••'• purcha s ed troa aftlllat.e• 
\be aDa ot S2D7,018, 2e, !be · accoapea:rlDf ~o\e 

· a\at.ea t.ba\. t.bla aaoont repreaeo\.1 \ht eaceaa of re-. 
a11&at. 1on ov er . t.he co&\ \ o Call f orola t.anda, J o e. o f 
aa GAd lvlded one-balf lnteraat 1ft cartalD nut.el, 
par\1 of oot.ea , def1c1eac:J ., ucl .atnt a , etc., \hereto­
fo re written off on· ~~~ \ooka of B•ak ot Aaerlca · 
N,'l', * &.A. aDd purcb ao•~ fro• \be Book by ID\tr­
Amel'.lc a .Corp or at 1on and tr o• tnt. er- Aaerlc • Corp or a­
\1oe b)' California Landa, tnc. . . ' 
Th e Coaaiaalo» haa reae'oQ,' a.,o belle•• that. cert ain 
facta havlnQ a ••terl a l bearin' on tbla aattcr are 

• • follo wa: 
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oh 'ebroa r y 1 , J0 3 3, Bank of' Aaerloa lf.!l. A 1.4,. 
oold to CorporotlOD or Aaerlca lbotb ot v-lcb 

• ••1o \1Ae 88.861 o wned by Tranaaaerlca wert a .. "[J • 

Bank HoldlA~ Coap any, l~pelt a ~bcllJ-owned aob-
aldlorr of !ranea•erl.c a Corpora~1oa) , tor a cota .. 
oldoraUon ot $-250,000 , all c t • •· • · - · · • charca4 
oft auett, inoludlnf t boot to b e charted ott• ap 
to JulJ 1, 1833· . Thia. aQr .. unt waa tranaterrad 
to r t.he aaae conslderat.lon to Tranaa,aerlca General 
Co rpora\Jon a~d tb eD to trane a•erl~a Bank Hold l a' 
CoapanJ (bot~ w~olly-ownad ouboid iarleo ot Trana­
aaerl e a Corpo rat.io»J. OD Janvar7 2, 1884, Bank 
ot A..aerlca N. 'f. · ·s .A. a old to Tra oa aaer l ca Bank 
Holdlnf Coapan y !or 'a cono i deratioo o t &50-, 000 all 
ot tbe aaset.a or t.h,e Benk oharQed ott froa July 1, 
1t38, to Ju17 1, 1 937. At a &pecl al Stocl<holdoro 
HeetlnQ· on April 20 , 1835, ~h e nace ot ~ransaaerlca 
Ba ak Ro ldtnQ Coapan y waa oh a n ,td to lnter-Aaerica 
Corporation. 

Op Oet.ober 1, 1$36, Jnt.e r - Aaerlc a Corpora~loD \raaa. 
terred \he ~har~ed ott ••••'• co•er~d b7 tbe t wo 
atoreaen\lone cl aQreement a to Calltornla· Lande, l-11c. 
and Cap1£al Coap&n¥ tbnth wholl¥-owned aub aldlarlea 
ot 'Pranaaa erica· General Corporation wbicb corpora­
~lon waa 100' o wned b1 Tfaneaaerlca Corpora\lon) 
tor an aQ~regah con a ldetaUo n of SOOO, 000. 

Oa July 14, 1 937, Cali fo rnia Land a , Jnc. and 
Cap ital Co•pany t ransferred these aaae aaaet1 1111 
$1 ,48&,18~. &7 collected b7 Jn\er-A•erlca Corporatlo~ 
(to r the accouttt or Ca lifo r ula Landa. Inc. a nd 
Capital Coapan7l to Ba n k o t Aaorl e a ll.f. • a. A. tor 
a eonlidera&.lon ot te. 500 , 000. ttbga, 1D 193'7, 
Bank or Aaer lea N.T • • S. A . p a ld tll,500,000 to r a 
portion ot t.he s aae aa1e t e wblcb · the Bank bad 
orlflnall7 sold ln 1983 and 1834 f.or •300 , 000. 

A1 part of thla saae ~ranaactlon, ~ranaeaeriea 
Corporation entered lnto an afreeaent fuar a nteela' 
the Ban~ againat loaa to th e ~~ t ent o t te,&OO,OOO 
on the charged or r &lltta repurchased. 

I n t~o llg~t 
Po a ra t.o t.he 
aet. forth ln 

or the fa cte aett forth abov,. , it ap .. 
Co•alea1 o n \tat t~e ti'u~e 0 287,$18.86 
Sebe4ule VII aa ~Ear~e~ su r plu&• oadtr 
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•h• c aption ·P~oti~ on · a a l e ot • • ••'• o~rcbaaed 
t r oa •ffll)a~e • , \o fe~her wtth ~he a ccoRp any ln• 
lfo te. an ct · t.be lncl\ul on ot. thi a aaount. ln the 
• a • r ne d au r o l ua - defl ctt. • ln t. he • Ba l a nc e She•t • 

a r e •aterl a lly •l o lead in ~ . 

Vitb r e a peo-t. t. o t.b e • l a l a bc:e She e t. • ·o t Caplt. a l Coa l) &ftJ 

• • of Dee••- • r 3 1 , 1113& '.. 

• · · Scb ed.ul e YII re l at. lnf t.o • Sur~l"a • ae t.a rortb aa 
an a d41t.1 oa t a • larDe d Rur plua• •• • Protlt on a ale 

of aeae te ~urob aaed troa aftlllat e • t. he sua o t 
1118? , 818.113· The' aeco•qanyln~ llote o Htea that 

t.hla aaount repreaenta the exeeaa of realisation 
o•er the coat to Capital Coapan1 ot an ~dlYlded 
one-half lnt.oreat. ln certain note a, p a rt.a or note a , 
deflc l en.ey Ju41fftenta , etc . , tbere totore vrttte n 

ott on the booka or Bank of Aae rica N.t. a S.A. 
and purchased from the dAnk by Inter-A•erlca Cor­

por a tion and fro• Inte r-A•t r lea Co r poration by 

Ca1>lt a l Co • p "a'y, 

• Jn the llfht o t t. be taot.a a et. tol"t.b a bo•• und e r , .,.., 

ttraph J X- A, it. ·~"C»tara to t.be COaala a ion t h a t. t.bt 
tlgure $2117 ,111e.23 e et torth ln Schedule Yll •• 

"Profi t o n aale of asae te ~urehise4 tro• affl l l a t. t~ 

t.oQ:etbe r wlt.h the acco•pany ln~ Not.e , a ncl the l n­
clualon ot th1e aaount •• ~sarnea Surpl~a· ln the 
• Ba lance Sheet • a re a a t tr lal l J alaltadin •• 

It appear i ng to t.he Coaale•lo~ · that pu r aua nt t.o Sec-
HoD 13(aJ a nd (b J ot the Seeurl\ieo heban~e Aet ot 1934 , u 

• • •ndod, and Ruleo KA1 an<! KA2 ( no" Rules X-13 4-1 ond X-13A-2) 

, Pro•u l ~ at ed b~ t. he Coaaltalon· there under , tran•••erlca Co r pora­
t.lon tiled on or about June 2?. 193 8 , lt • a nnual report on 

Por a 2 4- K for the fi s c a l year end~d Oeceabe~ 31. 1i37, ai.nt d 
tor the Co r poration b~ John H. Grant, Prealdent: a nd 

The Coaalsalon havln~ reas onable Qr ounde t. o believe 
that e ald Tranaaa e r lc a Corporst.lon h~• t a iled t.o eo~~l7 v ith 
the 'Dr o vl.elona of Sae t. l.on' 13(•) and• (b ) o f the 8ecurl t 1\e • 
Ca cbange Act .of. 193 -6 , a e aaended, · t h e rule• , rel!ul a t.lon ~, r or• 

2 4- X a nd t he Jnet.ruc t. lona t.bereto, , roau1Qa~e4 bJ t be Coa ala­
lion tbereua4e r , ln tha t. t.h e a nnual r •port on r o ra 24-K f~le4 

b1 aa14 Trane a a erlc a Co r pora t. l on contaioa f a l a e a od a lslead­
lDQ etate• e nta ot •ate r i a l facts including tlnancl a l eta\eaefttl 

ot aald Tra naaa erlca Co r poration a nd l. t. a a ub a ldl•rles, vbl.cb 
do no t. eor r tot l ¥ re t l p c t t he t r ue t l. n anc l.a l condit ion o f the 

Corporat ion a nd l.t.s a ub a 14iarl ee, a ll a e he r e l.natt er • ore , ar­
\leul ar l y ·o o \ t o r tb• 

70 
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the tale• a ad J'llleadln Q at.at.e•ents which t h e Coaala -

b • 1• "' r oundl to belle•• ex lat. ' ln the a lutual a loe a 1 reaJ:on a " " • r' a d • o o•o•• be ln" aore part.lcularly •• tollova· repor~ re err • . " ~ . 

11, Vlth reapect to the •Jalance Shee~· ot ~ranaaaerlea 
Corpora \ioD aa ot Dece•b•.r ~1, 19 37 -

A, No\o a rete r r l n~ t.o the lt.eal ca'pt.loned • Market­
able securities• and "l.nveet.tntnt.a in Securltlea of' 
Attllla'tet• a ta' t.el t.het ·eec~rlt. ,lta h!!lvlnll a aarket 
value pt il,l30 ,836 a nd lnvett.Menta ln aecurlt.lea 
of atfillatu hav1ng • c orry1n- value or al5 ,1136,1576, 31 
were pled~ed aa eecu~ltf "lU in conn~c t.lon vltb a 
contract or •uarantee and 12} on an opt ion to pur­
cbate certain aecurlt.lea. • Not.e J re.terrlng to •con­
tln~ent Llabllltlea• atatea that. •At Deceaber Sl , 
1837. the Corpor a tion waa r epor ted • • bel n~ coo­
tlnfonUy llobUo (ole) uador corta1n cond1UoDa o f 
eon~~·c' in t bt aaoun~ or 10 , 838 ,123 .~4. t 

1. 1he Coa•lsslon hal roaaona~le ~rQunda to b el i tTI 
~hat cer~t.ain a dditional facta having a saterlal 
bearln f / on the "contract. ot guarantee• · referred 
to tn ~Note Bare •• followa: 

In connectlo·n vit.h the tre.n • acttona deac r 1bltd 
above under p•ra~raph I X-A, l n which a portion 
ot \he charged off aa~e tt ot Bank ot Aao rlca •·'· 
• S.A., o r 1glao11y oo1d b)f ~he Bank 1n 1933 and 
1034 for an eggre.ate c0na14erat1on of S300,000, 
were ..,.f>urchaled by tht Ban k on JU17 14, 1~3'1, . / 
trow California Landa ~ Inc. and Capital Coapan7 
tor a conalderatlon ot t6,600.000, 7ransaaertca 
Cor por attoo entered into an •ereeaent g u arantee!•• 
the Bank afalnst l osa to the extent ot $& , ~00, 000 
OD the ass eta rep urcbaatcl. 7be re ferene• ln 
trot.ea 8 and I t.·o a •contrae t. of ~uaraot.ee• appar ... 
eat.ly retera to t.bl• a•reeaeat. 

In \he 11Qht or \he tacu oet f orth abo•• 1• \bll 
paroQroph and 1n pora Qraph IX -A, aDd in th'e lltU 
ot the ·~pa rent. dlaparlt.1 between ~be a c\ual 
~alue , ot tbe ' aaeet• repuroheeed by the Bank and 
t~e a •ouut of fi00Yif1 euaranteed b7 7 r anaaatr1GI 
c,orporatloD , lt appea r • to 't.he Co,.Jt l esion tbat. 
Mottl 8 a rtd I aod the •ealance Sheet• are •roe alt, 
lr:~adtQ\I&t.e t.o retleet. the nature ot Trao~ .. aerlca' l 
obl~tlon UDder the con tract ot Quarantee . 
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2. 7be Coamlsal~n h aa r eaa onable trounda to b ell••• 
~ba' · certain additional tae~a ha•log a aaterlal 
b,arln' on the • opt i on to purobaae certain aecurJ. 
tlea • referred to ln . Xote 8 are aa toliova: 

In Jul¥, te37, Bauk (t A•o~lca N.T. • S.A~ pur­
Ch~aed troa Tranaa•erlca ~orporatlon 68,&00 ahar~ 
o t atock o~ W~tlonal Clit Sank at the then aarke; 

1 irlce ot $48 per a hare,. l"to appear• t.bat the a too) 
purchased waa aet up on the b'oka ot Bank ot 
Aaerlca N.T'. • s .... at t2,'11e.eoo, the purobaae 
Pr1oe, ~and that P•¥"ent vaa aade b7 crediting 
,a,7le , eoo to Inter-Aaerloa CorJ•ratloD to reduce 
b1 ~ba~ obount ~bo bala ooo ot t ho e36,&14,000 ob­
ltQatlon orlQlnallf undert akeD •r later-Aaerlca 
Corporation under the olrcuaatancea ae~ tortb ln 
para.rapb V-A. Aa par\ ot ~be coDtrac~ of pur­
cbaae and aale of National Cit¥ Bank atock, !rena . 
aaerlca Corpo~a~lon aereed to repureba~e the 
atoek at 148 per share over a period of 6 year• 
at the rate ot 1~,3~ aharea eacb 7ear, and 
pledfed •n a ddl\lonal blook of 18 ,400 aharoa to 
aecu·re t.bla a~r••••""· I\ further a p"peara Uaa\ 
on Deeeaber 3~ , 1i37 , the aarket wa lue of Wa\loaa 
Cit.~ Bank stock vae approxlaattll 127 per a b are . 
~he re ference ln Note 8 t.o ~an option \o purobaee 
certal~ aecurlt.iea • app•ren \ l.Y r elatea 'to tbl1 
tranaaot. l on. 

I' appeara 'o 'he Co•alotioo •tho'" 'ho forotolo• 
tranaaot.lon waa a device e•plo1td ln an atteapt 
to reduce or ellainat.e the balaGoe ot tbe ' obl1••­
~1on or1Qlnall1 undertaken by lnter-Aae~lca .Cor­
poratlon, and that t.be dee1Cn•tlon aad treataeat 
ot tbla transaction aa ~n • option• and tbe tallu~ 
to dlacloae the ' addltl onal lnforaatlon aet forth 
a~o•e and the clrcuaatanoea eurrouadlae ~bll 
tr&naaetlon render Mo t ea 8 and 1 and tbe -&a l ••• 
Sbtet• aater1all7 alaleadlng . 

. . \ . 
In SobeduU ' VIII tbe tlturo $444,000 'la ••' tor\h u 
a eharf• io . •Pald~In Surp lu• • la ~~3' under t~e c ap­
~ion • contrlbutlon ~o A1aoc1ated A•arlcan 011\rl' u­
\or• (Incorpor ated) in oonnec\lon wltb redlatr lbutloa 

Qf , ca~ltal stock . • 

The Coma1aa1on baa reaaonable frounda to belleve tbat 
th1a a •ount represent• co••iaalona and other •onlea 
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paid h 7 l ranaa a erlca C~ rporatlon to Aasocla~ed 
.taerlcaa Dlst.r l b~t.ora, · Inc., (\.hen a vbolll'- o vzaed: 
aubaldlr r 7 ot tnt.er-Con t.ln• nt. a l Corporati on ~b l ch 
val a v 1~ 111-ovned aubaidlar7 ot Transaaerlca 
Qee ural ·orporat.lon, lt.aelt a 'fhol l)'-o vaed aubaidt .. 
a ry l) f r r an s aaerlc,a Co rporat.lon) in connec-.lon vhh 
t.he ac·; ~lt.lea detcrl bad above in paragraph lit-A. 

Jft tht · .l. lfh t. of tho fact i and to r the reaaona It\ 
tor•l • bovt In p~rtfraph III-A, It appears to t ht 
Ooa• t Ilion tha t •re ft•t.rartt.'a traataant Of t.hla lha 
~•n· ·, r a the ~eala~c• Sheet. • and schedul e VIII 
a a t •, r1all ,y a1alead1 nt. · 

Vl\h reapec:t. t.o the •Profit aJ\d Loaa Stat.eaent. • or 
frneaaaerlca Corp~rat.lon 

A. ta Schedule VIII the !1 .ure &•44 , 000 is sec. tor\h 
•• a ebarfe ~o •Paid-In Surplus • 1D 193? under \ht 
capt i on •con~rlbutlon to Aeeoclated Aaerica» 
Clst.rlbutora (Lncorporattd) in eonnee t.lon vlt.h re­
dlat.rlbut.lon ot Qaplta l at.ocJc:. • 

Tht Co~aiaslon baa reaaonable frounda to belle•• 
that thla amoun t repraaent~ coaaSiaions and other 
aon l ea paid by rrenao•erlo~ Co rporation to A9aocl• 
at.ed Afterlc:an Dlat.rl butora , Inc., (then a whol l )'­
owned aubaldl&r¥ of Inter-Cuntlnantal Corporation 
which .,as a wholly-owned aubaldiary ot Transar.trl ca 
Otneral Corporation, ltae l !' a wboll,y-owned subaldl­
ar)' ot 1'raansamerlca Corporation) in eon.Deetlon wltb 
the activitlea described abO?e in par3Qraph 111-A. 

ID the llfht. or the fact.e a od tor the reasons at\ 
fort.tr in pa.ratrapb IlI-A, 1 to appears t.o tbe Coaala• 
alon tbat. reflat.rant.' a t reataent. of tbla iteR 
re~d~rs t.he •Pro fi t and Lo•a s~a~e•e nt.• and Sebedult 
VIII ~aterlally alaloadlnf. 

Vi\h reap ect. to t he *Balance Sbeet• ot In~er- Aaerl~• 
Corporation •• of June 30, 183~ -

A. Under the caption •Reaervee - f~r li ability and 
poaslble lose under outatandln' oo~t.ract of 
Cuarar.t)f", and in ·Schet!\lle VJ relat 1nQ to addi ­
tions and charses to •Re e orvee", there ia aet ror\h 
tho. tl gure se, ~el , 099.82. 

In t ile ll•bt ot b . 
• "' • fitct.a aet forth above under Paragraph v 

1 -A, it appoara to the Coaala• 
• on t.bat t.he lte~a •Roservc a - Por llabllltt 
and roasible loss under out.ataAdlne contract 
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_of fuar &D\7"• Sebadu.le VI, abd" \be •lalnea 

Shea t. • .a re aat.e r .1 all.Y a1:a:1.e ad 1D:It1. 

1 • 

2. 

3. 

. . 
1111 treat 1Dg \II• coatrac"co 'dub rUed 1D parafrapb 

. V-.& &Dd \be obllfaUoD o'r fn\ar- .&aarlca Corpora­

"ion thereunde~ •• a guaran~¥ · ra\her \han ae a 

purobaae and eale wblcb abould ha•• been record•• 

b7 ae~\1D~ uo \be aaae t.e pUroh•••d vl\b a oorrea­

poDd'lDI. dlreo\ 11ab111t7 tC.r.- ,ha purchau ~rloe, 

and, · tn •lew of t.be cbarao,er ot •h• ••••'•• a 

reaerve tor \he loaaea vbl~h wou14 \a borDe br 

In~er-A•erlea Cor~or8~10DI . . . 
l~ \ha\ the ••ount aet u, 11 •ReatrYea• (or ~bla 

oblltlatlon . ..aoea 'not. ' refleCt. tbe true aa ount. ot 

t.be lLablllty du e nor the ~oaalble loaaea uDder 

the .. ooniracta; 

In t. b e va a of the tara •recoveriea• in Scbadule 

VI aa ehar~e~ to the • Ree •r• ea• or 1f1nal1 7 aet. 

up to cover Jn~er-Aatrlca •a obllfa~lon under the 

~bree eontr~e~•. ~~~ ~bat aQeh tera talla to lndl. 

ea~e the ~rut Da~urt ot tbe re~uetlon ot Inter~ 

Amerlca•a obllga~l~n. 

XIV. Wlt.h reapect. ~o ~be • Balance Sheet• ot '!ran•••• r l ea Otn.­

e ral Cor~orat.lon a~ ot Deeeaber 31. 1837 -

A. Under the .ea.,·tlon •tnve et11en t .a ln Se eurlt.lea ot 

Afttli atea - Banke• there it ••~ to~t.h the fl.ure 

$9.374. 148, o&. lo Schedule II 1\ 1o a\ a tad tho'\ 

the inveetaent 1~ the c ap ital atoe k or 8anoa 

d•A•eri ca e d•ttal1a 1a carried on tht balance 

abet~ at the aaoun ' ot S8.Q82,S21.85. 

Jn t.he light of ' tht fao~a att forth above unde r 

~aragraph Vl -A, it a ppe a r• to tbt Coaaiaalon that 

it le aat.erially alaltadlug to att tort.b the 

figure a8,982,32~.8~ •• \he c a• r1ing ••luo or the 

lnveat.aent. l n tb t c apital at. oek of 8anc a d'Aaerlo a 

o d'Ital l a vl thou t lodlca<laQ the affect tho\ the 

reatrlotlona referred to in parafra~h VI-A ••7 

have· upon t.bla Jn.veataent. 

X'V. With reaoect· to the •Balance Sheet• of C~lltorola l),aada, 

Inc., •• ot Deetaber 8 1. 1837 -

~chedule IX rel a tlD• to *Sur~lua• ••~• tortb •• •• 
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addl\loa to •&aratd Surplua• ueder ~•• oap\loa 
op oil~ 00 .. le or aooeh puroboood r~:J>a orflUO\a• ·,.:.on or aa,ua.uo.a•· file ooco••••JP1•• loh 
o\ofeo· \ba\ of \bla aaooo\ 11•1,110.1t roprooeata 
\lie nceu or realinUoo •••• \bo coat to Collrorato 
Loado Joe. or oo ood1•14e4 oao-balt lotoroo\ la oor 
\ale ~otea, :par~~ ot aotee, ~et1o1eac7 Jud••••t.•, · 
e\Oo, tberUorore wrUUn orr. OD \be booll:o Of loOk 
ot Aaerloa ,,,, a I,A; ao4 purobooe4 troa \be loa• 
bf Jdhr-& .. rlco Corporh.oo. oad troa Ja\er-Aautoa 
CorporoUoa 1>7 Call ro'ralo •Loodo, I 'ao:, oad \bo\ th 
roaa1111D •. 18,1100 000 r'opreh~~· , the OIIOro Of Call. 
torah Loodo, lao~ ' lD 18,100,090, wblob oa .J1117 U, 
1837, Bonk o f Aoerloo l.f. t •·•· •~rood \o po7 to c,u torolo' Londo, . Joo. ood Copl\o1 Coapao7 tor \be 
rl,bt. \o tut.ura reoo•erlea ~· theae aaae aaaete, 
fbo lo\o fur\b•r 1\0\00 \hO\ la CODDeC\lOD vl\11 \lila 
pa r ch••• tranaaaerloa Corpora\ l oa ea\ered le\o aa 
afrooaoo\ ' vboroby 1\ fooroo\ood ~bo~ \bo Booll: wool• 
recover t.b• aaoua\ ot ae,ooo, ooo at. an auoual raCe 
or I1 ,300, ooo. 

I'll \he llfb\ ot \be tooto oet forth oboYo uoder 
parafroph ill-a, I\ appearo to. tbo Coaalooloa \bet 
tho fl 'fUre l3,5t5,1.'110,54 oe\ fortb la 8.Cbo411lo l.J U 
•larned Surplu&• under the oap~lon .~Protl~ oe aalt 
ot aooeto purobaood troa attlliata• \ofo\ber vltb 
the aocoapanylaf lloto, ai.d' 'tho lnoluo lo•' of thlo 
aao~n~ ·~ •larned Surplua • in \be •Balaaae lb~et• · 
ore aattrlally altleodlnf, 

Vl\b reopeo~ to tb' •Balaact Shott• of Capital Coap&DJ 
u ot Dec .. btr 31, lt87 -

A. Schedule LX relat1nll to •surplua• •••• tortb •• •• 
addi tion to .•larned larplua• ua~er ~be cap,loa 
•Profit oa aale of aaee \a purobaaed troa aYtl llata• 
\ht oua ot t3,5t8,11t.aa. tbe a ocoapoaJPlDf lo\o 
o\o\eo that of \blo oaouat •l348,11t.ae' reproooa\o 
\~a eaoeaa of reallaatloa o•er the coat '~ Capital 
CoapaDp ot oo oadlYidod ooe-~olf la\oreot. la ctr\alo 
Do\ea, .P&f'\a 6f aotee, 4et1o11DC7 Ju41faente, ate., 
t.heret.otore vriUoa ott oa t.bt bool<o of Baolr ot 
Aaerloa ·I, f . a a ·.A . oad· puroboood troa t.ho Boak '' 
ln\er-Aaorlc• Oorpora\loa aad troa Iaior-Aaortco 
CorporaUoa 1t7 Copl\ol Coapaa7 , a·ad that. t.be reaala• 
fat 18,850,000 roprtooa\o \be obore of Copl\e l Coa• 
PODJ lo ae,~oo . ooo vbl ob'oa .JUlJP 14, 1tti, Book ot 
Aatrica l,t , a B.A. ofretd t.o poJP t.o Col1toralo 
Luda, lac. ood Coplt.ol Coapoa7 tor \be rlillt. ·to 
t•ture ••coYer l ea o-. .tbeae •••• aaaat.a. !'be IIOU ,.,._ 
'"or at.ot ... \ho\ u •-ouo. wi\11 \laio poro~Uoao t~aer ur.~ 

. -

... 
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Oorpora\loa entered l ~lo oa • t reeaoa\ wbereb7 1\ 

•••rae~••• , •• , 'b• Baak~oald reco••• , •• ••o•at 
ot 88,600,000 ,at •• a a'!ual ra\'a or 8l,aoo,ooo • 

•• 
Ia \bo ·•llfb\ o.t '"• t,a o \a ae't. '·ror\h ob~•e uader 

para.repll rx •• • 1\ appear• \ o \ll'o C:oa' .. h'ololl lbo\ 

\he t'lfure 8:1,11115 , 118,1111 ee\ tonb 1D 8oboclllle •• 

II •• Ja~raod 8urpl4a" uader \be oap\loa "Protlt 

oa aale ~f ••••~• purcbaaed tro• affiliate• ~o-

Il• \her v ,Ub the ~-••P••1 laf Joh, a ad "• lao1 .. loa 

of. \bla aa .. a~ •• ••araed ••••'••• Ia tbe •&alaaoe 
Shee 't.~ are DJI 'I.orlallr'•lDleadlDf. . . . ' 

The Coaa1aalon ba•lnf reaaoaabla •rbaDda t o ~all••• 
~ha~ Yranaa•erlca Corpora~lon baa f ai led - o ... ,1, wltb t.ha 

proY!slon• of 8oo\l on 121b I • •d Beo\loa 1ll( a l ••• (It I of \be 

Securtt.lea , S a cba nge Ac\ ot _19S4, &I •••D4ecl, , ... re l ea, rail•• 

lations , ro,·• 2 4. , For• 2 4-1 , &Dd the lDa\ruc\lo•• , •• ret.o, 

proaulga\~d b)' the co.fl'l1aa1on th·erounder, ln tha t , •• appli­

cation for rog lftra~lo~ on rora 2 4, the anaua l report oa ro ra 

24-K and the aaend aea ta 'bere~o, tiled ' ' eald r raDeaaerl ca 

CorPoration contain f1D&Dclal •~•~••ea ta ot ~raaeaaerloa 

Corpor a t ion and lta auba l d larle a. vhlch do no\ oorreo~17 
reflect" tbe t r ue tlnaeo lal coa41 \ loa ot 7raaaaaerlc~ Cor ­
poration and ita aubeldlarlea. •• he r elaat ter aore part 1~ular l7 
t ot forth: · ' 

XVli. I \ appear• ~o \he Coaal1 1 lon \ho\ the f••e~a1 po1loJ 

of Traoaaaerlca Corporat.lon a dd 1~1 aubtld larlea vlt.b 

reapec \ t.o t. be. maoaer ot oreat. lon · and "reat.aeat ot 

certain • r eaervea•, and t.be ade4uac7 'bereof, la la­

p rop~r lo the t ollov lnQ ~•apecte: 

A. In t.he 'ellalnat'lon·.~ ~t "reeervea•- on .. ~be boo~• of 
certain coapanlee and ·t.he crea.t.lon ot flo\1t1oue 

•reeerve a• ln elallar or aub•tantlal l7 alalla~ 

aaouat.a on . t.be "'ooka of otbe r coa,aal·ea 1• the 
Traoa&aerlca 4roup tor the purpose o t U\lllal•f 

auch • rese~vea• to abeorb lo•••• vit b ooaeequea\ 
diatortlon of the ~rue financial coad 1\1oD or 
the eepara~e corporat e ent,ltHa and or the a11\lra 

froup •• • whole· ln part.lc\llar, v1t. b rea pect. t.•o 

the •i-eaer•oa" ,;,_ up on the "Balance Sheet.a• o f 

7ranaaa~rlca General ~orporat lon a 1 o f De c e•ber 

3 1 193e and Oeoeaber al, 1937, •ror real ••'•'• 
to;••• a~d cont1n~e nc1ea ot coDt. ~olled attllla~ea• 
in \be aaoun41 of $11,801,8 14. 1~ In 11130 aDd 
81,700 , 000.22 tn 1937, . o nd $&,03 4 ,083 . ~& la 11130 

ond S1,1118, 002 .2G ln 1~37, for Capl \o 1 CoapaDJ 

aDd Calltornla Lande; Inc •• reapect.tYI11 1 
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• 
ta t. b a\ t.bt a.oun\ of t.be reaer••• pro•l~ed o a \ht 
boo•• ol t.be Yarlooa oompealea 1a \be !'e anaa•ertca 
froop 1o aotorlollT 1a odo qu oto: la p ortfc~lor , tbo 
•coa bt»td Report ot Con~l \1on• o t Sack o f Aaer loa 
'"· '· • S, A., Plra t •••1oa ol ll ... k 111 Roao; ..,d 
DaD ir of Aa e r lc a (C a lltorz.i a J •• of Deoea'ber 31, 
103e. tho va "Lo am• a .ad d,laoo\u:a\ e " 1D \h• &.ao \Ui t. ot 
tau,en,loo.ea vbl oh .. a oludoe , aaoll f o tbor t hlaQo, 
loooo 111 tho aaou11\ ot t304.e-,4,11111.'3 .oa •tan 
t all••• aatl ·• o t. b.er re-al .••tate•, The oDl f r eaer•• . 
111 lblio •coablaod Rop1>r\ ot CoadHloa• l o deSlQaot'od 
•• "Reier•• for cottt JnQencie a • and 11 ••.' forth 
o\ t8,04e,e28.0l, ot whlcb opproxlaotelT t1,480,000 
11 a reaerYe tor sel t- tnauraace, l ea•lnf a balance 
of tS89,t28.01. In lt.a "Bal ance s'b eet.• •• ot 
Oeceat,•r 31., 193&, Capl t.a l Coap a n,- carri ed • Real 
la\at. e Jh14 ·for Reaale,• at. •61.3,.1),852 .• 11. which 

a&OUZII\ repreaeDt._.eo • t.aad . 8uild lcf• aod Iapro•eaea\a~, 
a&d aa ot t.he aace da\e . CalitQrnia Landa, Inc. 
carried • Reel Est.A~e 11\_. lquipaent. Held· fo r Res a le• 
a\ 13 1.3&?,098.7&. vbich aaoun t. included • t and , 
Bulldln'a and Ia,roveaeat.a• at. l31,33~.818 .~e, 
vl\b Ao reaer•• oc tbe booka ot tlt.her co8p&D7 
applloablt t.o auch aaaet. a . AI ot the • • • • dat. e , 
OooldtDt.al Lite Inaurance Coap a ny (a v holl7 own•~ 
eubtidlary Of Tranaa•erloa General Corpor ation, 
1\aelf a vhollt owaed aubal d lar¥ of ~ranaaaerlc a 
Corporat ion) abov ed on itt bookl •aort.QaQe loaca 
on real eat.at.e• and •b • lacoe due on prope~t¥ aold 
UAdt r COD~raet• lD ~be aaoun tl ot t8, 17S ,,1e.87 
&Dd 13.E~,e.ae& . 93, reapectl•ely, v!th no reaerv ea 
applicable \beret.o. Theat varloua !t.eas or loaca, 
dlacoura t. a, aad 1nvea t.aenta ln rtal ea t.at.e agQrefat.t 
uu.ee&,864 .12, ofil.lno\ vhlch \bere 1o on affreQah 
rooorTo ot bet $589,928.01. • 

I a th at. becauae of •Me Da,ure o t t. be •reaervea• 
r• te rred t.o above under A, 1 \ v~a laprope r t.o • char fe. 
loaaea aDd expeoGea &f&1Dat auch •reaer•ea•: 

l n \he tt·eataent of l oeaee and ex:peDaea vblcb vert · 
not preaent. at- th e dat.e ot a readJUataent. ot aocoua\. 
but r eault.ed troa event.a oocurrlnQ aubae Quent. there\o 
aa ~b ar••• \o certain reaervea created at the t 1•• 
ot '"oh re,adJua taent. 
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1~ turt.her appeara to ~~. Coaalaalon \~at reflat.raat., 
in ita appllcatlon fo r refla t rat.ion on rora t4 and la 

lta aaaaal report. for 193? on Pora 2 4-K, b aa tailed 

t.o t lle fieanclal 1\!\eAeata to r ltael t ••• ita ~~~­
aldlarlea certltled in accordazoe v ltb tbe requlre•ee\f 

of p atafraph II of ~ he Ina \rue Uooa u ~o Pioaaoia1 • 

Stateaenta iD the ,Inatructlon Booka tor '''• 24 and 
ro'r• 2 4~K , reapectlvely. · 

I~ bainf ~he opinion of \be Co•ai~aioa \ba\ \ he heariaf 

herein ordered to be ••d• la neceaa&rJ a nd proper la tbe publlo 

lAt.ereat. and t.o ald 1ft the entorceaeat o f t.be pro•laloaa o't \lie 

Securltlea Jxcbaate ''' ~t 1~34, •• •••~ded: · 
.. 

IT IS ORDERED; ~urauan\ to S•ctlon 1plalle) or aaid Act, 

t.hat. a public be•·rintf .be held t.o de\oerelne wbet.her 'tranaaaertoe 

corpora~ lon baa failed ~o coapl¥ vt~b Sectloa lt(b) and Sec~1oa 
IS( a) aad , (b) ot \he Socuritloo l!xcb&llf~ Act ot 1834 , aa 

aaeaded, ~h• r~les , re,ula\lons ••d tor&a proa~l.a\ed b7 \be ~ 

Coaaiaalon ~bereu.n.det~, 1n tlle respect• aet. fo r th above; aDd 1 1 

so , wh~thor l.t is neceeaary or appropriate tor the protec~lon 

of tn'veat.ora' to auapend tor a perlo4 no~ excetdlnQ 1.we1Ye 

aonth a or to withdraw the reQla~ratlon ot aald Corpora t1oa •a 

Capital Stock, !2 par value, OD aald He~ York Stock lacha•••• 

Loa An.elea Stock Exchanfe and San rranciaco Stoc~ lacba••• • 

If · 'IS PURTlf£R ORDERED, pu r 01ua t ~o t,he p ro·d aioaa of 

Section 211b) o f the Socbr itiea Excban'o Ac\ ot 1934, •• 
aaeade d , that. tor the purpoeea of tuch hearlnC, ' Menr r f ~ tta, 

an officer ot the Conalealon, la herebJ dealfnated to &d­

al.nlate r oa~h• an d attlraatlona, aubpoena wltneeaea, coapel 

\hei r att.e»daace, take ••ldence, and require the producti on 

· or a~~ booka, papers, co rreapondeuce, aeaoranda, or other 

reco rd a deeaed relevant or aat•rlal to tb~ inquiry, and to 

pertota all other du~iea 1~ connection tberev1~ ,utborlatd 

b)' law; 

!~ IS PUR~H~R ORDER£0, ~ha\ \be · \akiof ot ~oo\iaoay ia 

\bla bearin' befl' n on \ho 111\h dar ot .. Juuary, 193g, a\, 10:00 

A.M. ln Rooa 1101, Sec~rltle• and Jac~aat• Coaa1a•1oD Bvlldiatr 

1778 ·Penna7lvaata AYeau., "· w •. , vaablaftoa, D.C. and COD ' 1••• 

the r eafte r a t euch t1~e and place a• t~• officer he reinbefore 

dea lgnated ••1 ~d eter•1ne. ' 

87 t ho Coaaiaoion. 

Pra~cia P. 8raaa o r. 

IBUL) Secr•"•rt• 

---oOo---
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RB Tl!JJIS-AliERICA CORPORATIOJ 
S. E. c•s. SBOW-CJ.USB ORDER. 

Xoveaber 23, 1938. 
4:30 P. ll. 

Present: 

Hanes: 

Office of UDder Secretary 
Banes 

llr. Banes 
llr. Oliphant 
llr. Taylor 
l(r , Gaston 
llr . Du!field 
llr . Foley 
llr . Young 
l(r. Preston Delano - Comptroller ' s Office 
llr. C. B. Upbaa - COIIptroller's Office 
llr. w. P. Pol.ger - Comptroller's Office 
llr. Chester Lane - s. E. c . 
llr . uarriner Eccles - P. R. B. 
l(r. Ronald Bansoa - P. R. B. 
llr. S. B. HUsbands - R. P. C. 

·Xr. c. B. Hender son- R. P. c. 
llr. J . G. Nichols - P . D. I. C. 

The Secretary asked us to have this meeting. 
Be was sorry he cou1dn•t be here, but he wanted 
to acquaint eYerybody here with the fact that 
the s. E. c. have decided to issue a •Sbow..(:auae 
Order• against the Trans- America Corporation, to 
show cause wh)' that Trans-America stock should 
not be delisted rrca the Jew York, San Francisco, 
and Los Angeles Excban&es . 

We•ve got a copy here or this order; it is going 
to be issued on Friday arternbon. our understanding 
is, it is going to be i ssued at three o 1 clock, 
our time, and served on the Trans-America Cor por a-
tion. 

It was to acquaint you with that tact, to t ell you 
what was in the order, and then to take up with 
you the question or whether or not - and this comes 
frOJR the President to Bill Douglas - to have us 
explore here the question as to whether or not 
some statelllent should be issued by some agency or 
the Gover nment, or by some iudividual, bearing 
upon the financial condition or the bank i tselt. 
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ID other words, il this 1bow-eaue order, directed 
againet the Tran~-... rica Corporation, going to 
produce ariT Ul etteot upon the bUlk i tselt, 
caue ariT 'CIDilua alarll, or aliT run on the baDitl, 
or arfTth1Dg or tbe kiJidt 'fbe Prelident wa1 ot 
tbe op1Dioa, aD4 expressed that op1Dion to Bill 
Doql.U, that IOMODe 1bould be prepared to lUke 
•- •ta~t, 1a 1111 oplaion. Bowner, be nated 
thi• croup ot people to explore that pollibUi tr 
&Dd to decide aDd ad~i1e on that particular 
question. 

Jow, betore we get to that, jut 10 that you will 
ha~• some idea ot the extent ot this order, we 
ha~e &D&lyzed tbe order pretty caretully and we 
have picked out ot that order all tbe th1Dgs which 
have a bearing upon tbe bank itselt. The cbaraea 
ude againlt tbe Trana-Aiaerica Corporation are -
well, Cheater, you check ae up on this and tell 
ae where I aa catting ott tbe path. I aa rea41DC 
tr011 pencil DOtal troa the side or the order . 

The1 charge tbe Corporation with issuing !alae 
aDd misleading 1tatement1; or the a.11aion or 
material tacta in their statement• which they 
have gi~en to the s. B. c.; a taUure to disclose 
certain pa711enta to llr. A.. P. Gianni~ia~unting 
to a allllon !our hundred tbouaaDd d a; certain 
balance sheet 1rregularit1u; that the Trana-Aiaerica 
Corporation paid lar&e 1ua1 ot money to wbollT­
owned subaidi&riel tor p&Taent tor the distr ibution 
ot ita own 1toclt, that - that 18, in that tboll 
payaenta were cbar&ed to •paid-in surplu• accoant, 
and DOt taken tr011 the current •profit• accoant. 

The total 88011Dt paid to those 1ubaid1&ries r.. 
1934, tbrouah 1936, -ted to two .UUon thr" 
hmldred tittr 0111 tboua&Dd dollar•· That ude tbe 
protit aDd loll 1tat••nt ot thole subsidiaries 
talse aDd llilleadiJIIJ that tba lank Bram1ners ...... 

It 1a the profit aDd loiS statement ot TraDI­
Aiaarioa that is llillaadiDI aDd 110t the aubsid1ar1aa. 

Ye1, tba Trau-AIIerica. • • • • that the Bank 
._a1neu C&Ued to be written orr, about th1rtr­
tive a1111on doUarl worth ot assets or tbe bank, 
aD4 that the laDlt then turned aroUDd aDd sold tbele 
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doubtf'ul assets to ita own parents at their t'ull 
Talue. In this partic~ar t r ansaction they charge 
them with a lot or r anc'T bc!QI&Mi• .. they havent t 
been able to balance or understand, Th&T charge 
them wit h tailing to disclose certain investment• 
in I tal7 - ah, no, the tai.lure to di sclose that 
certain restrictions wer e placed upon those invest­
ments i n .Ital71 . and restrictions upon the transf er 
ot a07 profits ! rom Italy, or a07 ot her countr7, 
which materiall7 attecta that investment. 

They charge them with a l ack or reserve tor losses 
on real estate, etc . ; the write-up or Government 
securiti es or fourteen a1llion dollars, and takinc 
that fourteen million dollars into current profits . 

That is the Bank now? 

No, I am skipping over those bank items; I am 
separating them and will tell them separate.l7. 
I will tell about the Bank i tselt, running through 
the whole order. 

They included this unrealized appreciat ion as 
i~comei· t hey paid dividends in 19.35 or more t han 
Jt mil ion dollar s in excess of their earnings; 
that the Bank sold to its parents certain or the 
Bank's assets which have been charged orr , the 
total sum or three hund.red thousand dollars in 
19.3.3 and ' .34; that in 19.36 those parents in turn 
sold t~~~~~e assets to two more subsidiaries 
tor ti~ti't!and dollars, and in 19.37, that the 
Bank itselt turned around and bought those assets 
back, or a portion or those assets, tor six and a 
halt million dollars . 

The balance of the order r efers, 1n di.tterent 
years, to practically the same thing; it's a good 
deal or re;J.t eration or those same things. They 
are the high spots in the char ges . It is about 
a twenty-page document, and anyone here is at 
l i ber ty to read that . 

Per haps the lack or reserves in the Bank is one 
ot the important things - real estate assets. 

I didn' t touch on that because that deals with 
the llank itselt. I l ett that tor the last. 
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The iaporta:nt queetion we ought to deterllline here 
at this ae~tinc h whether or not this tfilng is 
goiDC to cause 10111e difficulty, and I ' ll report to 
you a conversation which I bad with Kr. Jesse 
Jones, and tell you what his thoughts are. 

•The followiDC facts about the Bank or Aaerica 
which are mentioned in the Securities and Exchsnce 
Commission order againet Tr ana-Aaerica Corporation, 
are noted by tbe Colainion JMrt ae direct crit­
icieas or the Bank but as recti which aa1te the 
reports or._ the Bank• s parent, Trana-Ailerica Corpora­
tion, aisleadiDC . 

•Page 5 The Bank i s said to have sold to an 
atriliate certain 'loss and doubtt"ul• 
assets ror a race uount or $.35,21.4,000. 

•Pages 6 
and 7 

The Bank is Said to have reduced the 
lllllOUDt due it froa the affiliate Ullder 
the above sale •by a write-up or unre­
lated asaete. t 

• Page 8 The Bank is said to have bad in 19.36 
$8, QOO, OOO or •losses and doubtf ul 
accounts• and $125, 000,000 or •slow 
accounts• among its real estate assets 
and to have made insufficient reserve 
provisions ror real estate losses . 

•Pages 
and 9 

8 The Bank is eaid to have included 
$9,000,000 or unrealized bond write-up 
in its 19.35-36 earDiD&s and to have 
railed to provide ror security and 
other l osses e,xclusive or real estate 
losses amounting to $700, 000. 

•Page· 9 Elimination or the unrealized bond write­
up and allowance for losses mentioned 
above, which are said to aggregate 
$1.3,000,000, would, according to the 
order, •wipe out • the undivided prorita 
or the Bank and •require a reduction' 

•Page 

in the Bank•s surplus. 

10 The Bank is said to have included UDJre•~liz8(':.41 
write-up or Goverr~~~ent bonds and or Trana­
Aaerica stock in its 19.35 earoincs and to 
have made insufficient depreciation chargea; 
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as a resul t of these and other facts 
the ~ank is said to have paid dividends 
in 1935 which were more than $3,500 ,000 
in excess of actual earnings. 

•Pages 10 The Bank is said to have included 
and 11 unrealized write-up ot Government 

bonds and Trans-America stock in its 
1936 earnings, to have made no provi­
sion trom earnings for $3, 700, 000 ot 
•uncollectible foreign credits,• 
and to have made insufficient deprecia­
tion charges; as a result of these 
and other facts the Bank is said to 
have paid diVidends in 1936 which were 
aore than $1, 5001 000 1n excess of 
actual earnings . e · 

I thought that was three and a halt million in 
excess of .actual earnings. 

That is the previous year , Mr. Hanes . 

•Pages 11, 
12, 13, 
14, 18 

"Page 15 

•Page 20 

The Bank is said to have repurchased 
in 1937 for $6,500,000 A portion ot 
cert ain •charged orr• assets which it 
had sold to an affiliate in 1933 
and ~934 t or $300, 000; Trans- America 
is said to guarantee the payment of 
the $6,500,000. 

The Bank is said to have purchased from 
Trans-America, subject to a repurchase 
agr~eaent, 56,600 shares o!' National 
City Bank stock at $48 per share, and 
the order notes that the !IIB.rket price 
of the stock on December 31, 1937, was 
$27 per share . 

The inadequacy of reserves against the 
Bank's real estate assets, which 
together with real estate assets of 
related banks are placed at $529,899, 100, 
is again asserted . 

"The order nowhere states or strongly implies 
insolvency of the Bank or inability to meet 
depositors • demands . • 
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Now, to get the whole story before you, so that 
you wlllliDow e•erything that we know, I called 
Kr . Jones on the phone, in Texas, and it was his 
suggestion,- and I told hilll that I was going to 
repeat this to you gentlemen here - it was hia 
suggestion that he would like to see the s. E. c. 
delete from ita order, as much as was possible of 
any information concer ning the Bank itself; that 
he didn't see that that would add to the order aDd 
that he thought it would be somewhat dangerous. 
That was his curbstone opinion, and he would 
like to haYe that thought conveyed . He said, at 
the same time, that if it was - he felt it was 
his place to do so, and it we wanted hilll to do 
so he would be prepared to make a statement 
concer ning the Bank, ~ecause he knew about ita 
ability to pay depositors, etc. , etc . ; that he 
would be in Houston and we could get in touch 
with him Friday morning and he would be glad to 
make wbateYer statement deemed wise or expedient. 

I think that coYers the conversation with Kr. Jones. 

Have I lett anything unsaid, Cy? 

Not that I know ot. 

Chester, an;rthi.ng else you went to add to that , 
from s. E. Cis. standpoi.nt? 

No, except I may point out our approach in this 
order is an approach to aisleading statements 
rather than an attack on Trans-AIIIerica. Trans­
AIIIerica bas included in its statements, tiled with 
us, financia1 statements of the Bank, and we haye 
made charges of misleading statements in those 
financia1 statements, because they are part of the 
Trans-America registration with us, and I believe 
that may have been understood anyhow. 

The s. E. c. bas some discretion as to matters or 
this sort; t hat is, as to whether or not the 
f act s ·are such as to feel obligated to take such 
action, have they not? After all, it is a question 
of discretion on the part of the s. E. c. 

That is the case . 
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The s. E. C. i s a.n agent of the Government , charged 
of course, with public interest. Therefore, it is 1 

a question of balancing, I suppose, the matter of 
public interest, r epresented by - in which they 
undertake to protect, through this action, against 
the question of public interest if a banking run 
should be started as a reault of this action. II 
it possible, at this time, for the Coaaission to 
consider getting the Trans-America to voluntarily 
delist and to take up with them the questions 
involved in this public - this isi I understand 
it will be public and will be pub !shed, will it 
not? 

Yes it will be publ ished, I under stand, a t five 
o•ciock Friday afternoon. These orders are given 
out 1n miaeogr~phed form to t he press, I understand. 

The point is, bas it been all determined t hat 
this is the only procedure that can be taken by 
the S. E. C. ? 

You mean whether S . E. C. should issue allJ' order 
at this time? 

The question bas been one which has been debated 
by the Commission, at intervals, for relatively 
two or three years, and the Commission bas 
seriously considered the question you speak of. 
I can assure you it bas considered it. I hesitate 
to speak on the policy of the Commission, but if 
it is the opinion of the group tba t it should be , 
I expect it could be reconsidered. But it bas 
been considered. 

It is true, is it not, if it is - if it is a matter 
of purely - of having t he stock dellsted, that 
that could be accotaplished voluntarily if the 
Trans-America people would voluntarily dellst, 
and the influences - effact upon t he bank would 
be very different than possibly the influences 
otherwise? 

They can delist; they do so in compliance with 
the rules of the Exchanges. The Commission bas 
no discretion except to impose conditions upon 
t he delisting. The Commission has bad a subst antial 
amount of correspondence with Trans-America about 
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these, a large portion of the specitic deficiencies 
r eferred to here, not, I belieYe, all of them, 
and that correspondence has not been particularly 
successful with Security amendments. So far as 
I know there ba.s been no consideration giYen to 
suggesting to Trans-America that it delist, and 
'lll:T guess is that it would reject the suggestion. 
I can not be sure of that, but the iaportance of 
having an exchange market in collateral value of 
stock is so great I don't believe it would back 
out without a fight. 

I was wondering that it - it - if they bad been 
give.n the opportunity, without this action being 
taken first - it the Collllllission had given them 
eYery opportunity to meet the requirement before 
taking an action as serious as this action is, 
if - it what the Collllllission wants is delisting, 
and the action is brought tor the purpose of secur­
ing delisting, it would seem ~ . it would seem that 
before action is taken that - that they should be 
advised ot the desire of the Commission that they 
delist. 

There is something a little more than that. 

There is something a good deal deeper. 

Even trom the Comaission•s standpoint of view, 
entirely apart from tha delisting, the Commission 
bas had on its public records now for many monthS, 
perhaps two years, atataents upon which people 
have preS1llled to have relied in the purchase and 
sale ot Trans-America stock, and even it there 
were a delisting at this tiae, I aa sure the 
Commission would teel Yery seriously concerned at 
dodging its responsibility to point out to the 
public where those statements upon which a 
reliance had been placed, at that time, were 
llisleading. 

It this has been going on for two years, what 
position is the Commission in by waiting tor a 
period of two years? 

They have been conducting an iDVestigation to find 
the tact s adequate to support an order. We have 
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bad people out there in the past, am ban Just 
gotten in a report which ude the COIIIII1.ssion reel 
it couldn't delay loucer than it bas betore issu­
ing the order. 

In other words, the Commission feels that the 
facts are now such that the:y have no other couree 
it tbe:y follow what they interpret to be their 1 

obligation in accordance with the intent ot 
Congreaa? 

That is right, yes. 

How, t he questi on is the ett'ect that this thing 
is likely to baTe upon the B&llk. It would seea 
that tbe - it the one agenc:y or the Gonr1111ent -
S. B. C. - feels that in the matter or - that it 
is their duty t o proceed along this line in order 
t o protect the public interest, that it may also 
be well tor the other agencies of the Governaent, 
particularl:y the Comptroller 's Office, to be pre­
pared, it extensive runs should develop, to protect 
the public in that instance . 

You mean the right person there, tor the Comptroller' s 
Office. 

I'd be willing to take a chance. 

Better include the F . D. I. c. there. 

Yes, better bring in the F. D. I. C. 
Yes, F . D. I . C., P. B. B. 1 and the R. F. C. 
The B. F. C. has no loans there at present. 

Thst•s already been taken care ot; that is a 
matter ot mechanics already set up. What I was 
thinking or is t he extent or the thing, ot thi.s 
sort, whether it is aerel:y a question or redis­
counting; it can t ake care or a temporar:y 
situation; it can't - the situation can not be 
taken care of if there i s a question of confidence 
being lost to such an extent that - that people 
just withdraw their tunds. The survival of this 
inst itution a• a going, profitable concern depends 
upon the rede~~.ption or its deposits. It can't 
sur...ive, it seeJIS to a e, in a manner that would be 
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a protection to the tans of thousands of stock­
holders and possibly even the depositors, the 
larger ones, except it is able to maintain the 
general public inrluence and do a profitable 
business and retain ita deposits . Kerely the 
providing of the discount facilities doean•t 
meet the permanent problem that is involved. 
It is a question of • • •• • 

Oliphant: That's the reason I aentionad R. F. c. al1o. 

Henderson: That's all right. 

Eccles: It is a question of the Coaptroller•s Office, 
when a situat ion of this sort has developed in 
the past, has set up consanatories in order to 
maintain a status quo until such time the panic 
blew over, or until such time they could create 
management and put in manage11ent, and in the !lean­
time the R. F. C. could provide the necessary 
capital. Under such a manage11ent the R. F. c. 
could make it knownthat the facilities - the 
facilities for rediscounting were available, but 
while they - i .f this should,-I don't say that it 
will; we are merely here for discussing it - it 
seems to me the possibility - the probability, and 
the desire of - if the panic situation should 
develop, then if 1 ot being prepared -to maintain, 
so far as possible, the status quo, until such a 
time the whole setup could be revlllllped and capital 
put in, and that can be done, or course, by - by 
a conservatory. 

Delano: It might be well to have Kr . Folger give you a 
prel1w1nary picture or the figUres here in order 
to arrive - I imagine one of the thi.ngs we have 
to arrive at here is some private investigation 
as to what is going to happen in case this order 
becomes public. One of the things that is dif­
ficult to arrive at is • • •• (speaking very low) • ••• 
if so11e way can be developed to meet withdrawals, 
and how far we llight go. llr . Folger 1 I think 1 has 
a pretty good prelillina.ry picture in his llind of 
the deposit liabi.lities, how many loans can be 
realized quickly 1 and how IIUch cash can be realized 
quic.kly against those, and the possibilities in 
that direction. We have been discussing that 
this after noon as to whether - what this thing 
would precipitate in the way or withdrawal of 
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.OD871 and what the BaDt woal.d do With the 
various a&eDC1aa• diapoaala. 

Bow .uch ot Traua-Aaer1ca stock i s oWDed by or 
pledged With •••• 

(Interposing) Rot a &reat deal of that. 

Forty-two per cant ot the Traua-Aaerica stock. 

Bow .uch Traua-~rica stock is owned by or 
pledged with tba others. 

89 

Fifty or sixty aillion. You a re going to have 
a (word aisunders tood - s peaking low) on Friday, 
I think. 

I would think so. 

Soaething is going to happen 1t the price ot 
nine or ten dollars &inks 1n the • • •• , 

That would cost the Bank of Aaerica bow auch? 

Twelve to fifte en million dollars . 

It would wipe out hal! of that . 

The Bank, 1n its .oat recent report, Septeaber 28, 
Bank Deposit s , a billion three hlmdred thirty 
million dollars . 

Bow auch haa the Bank &ot DOw? 

ArOUJid seventy aillion dollars. 

Around seventy aillion. 

Including bank balances du e to banks, it is a 
billion three hundred thirty aillion. They have 
United States Gover!D8nt boDds, four bundred tour 
million ; Cash on HaDd aDd balances in other banks, 
and reserve with the Federal Reserve Bank, two 
hundred thirty aillion wbic.h aakes six hlmdred 
thirty-tour a1111on d~hara; they've got a bnD1red 
ten aill1on of sound aun1cipal boDda, aaldra& aevm 
hundred forty t our aillion. 

I 'd say the Barak, by drawin& ita reserve, could 
pay forty per cent of 1ta deposita. 
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AroUIId rort7 per cent. 

.1 great bulk of thoae bonda are pledged for public 
tllllda, aren't tbeT - cit7, count7 1tate, aD4 
Wederal? If they are not aYailab!e tor •••• 

Jro, DOJ DOt all aYailable. 

What percentage, wbat total, tbat il 1n ~­
tion, that it the bank i1 going to close and 
liquidate, but - but it - but fr011 the standpoint 
of these tlllld1? 

I'll adait it wouldn't be good for the Bank to 
have to pay out that much aoney. 

These securities J'OU refer to are not available 
tor borrow1ng to aeet the shrink1ng deposits 
except as the public deposits which these securities 
are back or, see. 

They are not up to secure borrowed money; they are 
to secure public deposits, that billion three hund­
red thirty million dollars. 

Have :you got a break-down to tell you bow -.allY of 
those bonds are pledged against actual deposi tl? 

About one half of the Gonraaents are pledged. 

How .uch is that? 

Two bundred fourteen a1111on. 

How auch of the municipal? 

Four hundred tour. 

Have any discountable paper? 

Oh yes. I wouldn't know bow much; I haven't 
included that. 

All ot their good a1sets are diloountable. 

Jot discountable. 
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Tbat is in tbat OYer-all tilure he gan )'ou. 
Short tel'lll. 

The point I wanted to bring out was - . I don•t 
know whether this is pertinent to the discussion, 
but it seeu to 11e it is illportant to know how 
much these other agencies, and the P' . D. I. c. 

tor help, aDd, ot cour.e, I u - I aa - I ' d 
like, it I M)', llr. Banea, I'd like to ba·n the 
opiDion ot )'OU gentleaen who are b&Dkers, close 
to the banld..ng picture, u to what could be expected 
in the way ot a run on this institution as a 
result or this action. I illagine the s . E. c. 
11ust bave considered that. 

It has had betore it 111.117 opiDions, and I think 
the s. B. c. - and I can•t go beyond saying it is 
quite possible. The tact tbat the Bank of Aaerica 
and the Trans-America are tied in to each other, 
people who are holders ot Trans-America stock 
or depositors - stockholders and depositors -

are the little fellows on the street corne~,. wbo, 
it they are concerned about oM, they are .wtel)' 
to be concerned about the other, not knowing the 
difference between the two. 

What do you think? 
alone; 

It doesn't involve the Bank ot America/ it concerns 
about halt the state ot Oregon, or tbe First 
Rational Bank ot Oregon, which has branches through 
the entire state; the sue thing is true in Wash­
ington, to a little less degree. It involves 
practically all the r esources ot the state of 
Nevada, and a large portion ot the resources ot 
the state of .lrizoDa. 

Is it a tact, froa the psychological point of 
view, they are equally tied together? 

Oh yes; the wbole thing will co.111e into the picture. 
The possibilities are very difficult to see. It 
118)' be the general feeling tbat because ot F. D. I. 
and i ncreased tacilities ot the Reserve Syste11, 
aDd the R. r . c., it IUY be that this wouldn't be u 
serious as otherwise would be the case. Again, 111. th 
this particular institution it has the public's 
business, as aD7 institution does . It is almost 
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prilla.rlly a savings institution, and it is the 
little fellow that does business with them, because 
they have taken care ot him i .n a manner that no 
other type of institution has - the little fellow. 
They have gone into, very extensively, personal 
loans, in all types of installment credit, a.nd t~ 
Federal Housing aortgages, the loans - direct loans 
to industry 1 etc . They have gone into that end 
ot it in a manner that puts them particularly 
close to the average person, and they therefore 
have a great number ot accounts in relation to 
the volume of business. They are a huge institu­
tion, but they are huge not so much because ot a 
lot of big accounts but they are huge because they 
have such a great number ot depositors. 

How many branch banks ar e there in California? 

Oh, four hundred so111ething. 

What percentage of the deposits are insured, of the 
total deposit of that Bank? 

Seven hundred lllillion. 

Well, that shows how many little accounts they ' ve 
got. 

Yeah. 

It is teri.ffic . Now, I wouldn't - I wouldn't be 
so much concerned about the ability of possibly 
meeting a run, because - because the depositor 
that has less than five thousand dollars is not 
going to be as much stirred; some of the111 might 
even then might say , •I don't want to wait to get 
my money,• and still take it out, but there is , 
of course, a possibility of the big accounts , the 
bigger accounts moving up. In fact , I uneerstand 
that some of them are already moving out; t hat 
there has been enough discussion with reference 
to this whole picture, some of them are already 
movi~ out. I haven ' t verified that; I just heard 
that 

Now, with the facilities of t he Governmental 
age~ :ies , the prospect of a bank having to close, 
I - : - I think a.re ex~remely remote. I don't 
thiJ : that this necessarily. - I don't believe 
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that is 1n the picture. It can aeet a very great 
Withdrawal. aDd run, but the queation is where are 
they when that baa happened? The)' - they are in 
a tar - they are tar less able then to - to meet 
the situation than they are before the run; that 
it - it their business is lost to such an extent 
that their earni.Jl& possibility is very greatly 
impaired that the public confidence in thea 1s 
areatly impaired, then you han lett a shell 
ta..build 011. You are - what do you want to ac­
complish? Do you protect the etockbolder ot 
Trans-Aaerica or the stockholders of the 11an1r: 
by reducing ita - the value ot the assets baok 
ot both ot thea? Do you protect the public by 
a procedure that greatly 1apa1ra or reduces the 
ability of the illatitutioll to protect the depositor 
itself? 

I recognize the problem has existed with reference 
to the management, With reference to the Bank not 
retaining its earniDCB 1 or the Trana-Aaerica not 
retaining the earnincs, paying the earnings out, 
but all of these other factors do seem to me to 
be - we should take into consideration 1n thiS 
situation. The question is, it you have the run 
end meet the thing, you have still got the same 
sat-up out there) you have still got the same 
management. What have you accomplished? What 
has been accomplished through this procedure? 

Isn•t it fair to say we don ' t stop here; there 
are other things 1n the tire . 

Yes, I - I - I realise that, but where do you 
1top the11? I aean, I don ' t know ot 8Jl71;h1ng 1n 
the tirv that tends to get at the solution ot the 
problea. 

I would aasu.e that the bridce had been crossed. 
What we are dealiD& here with is not what the S. 1. 
oucht to do or could do. !be only oDB question 
wetve got to think about i11 the s. E. c. hal 
already voted to go ahead with this order; they 
see what their duty is and they feel they are on 
the right toot when they go ahead. It aeeu to 
ae the po1nt that 11r. Jonel brought up aight be 
explored to see whether or not the order could be 
written 1n such a way aa not to cast too aaQJ 
doubts upon the uutitution, or the Bank 1 tselt • 
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And then, having crossed that bridge, if they can•t 
change the order, the order is going ahead; it 
is going ahead on Friday afternoon. The question 
lte•ve got to decide is the one which the President 
has asked Bill Douglad to explore, and that ia 
whether or not someone, or some agency, or some 
group, should be prepared to make a stat ement 
and if so, what kind of a statement should they 
make? 

I may comment on your second suggestion about the 
revision of the form of the order. I assume that 
t he Commission would conaider that. I think there 
are two important considerations . One is that 
when a proposed progru baa become known to as 
many people as this one baa, it begins to be learned 
about a little bit. We know that - we know that 
some ot the newspapermen already know what is 
going on. Where they got the information we do 
not know. It is pretty dangerous to delay since 
it 's gone this tar. The second, the fact, from 
the point of view of confidence and the point of 
view of the public, the Bank of America and Trans­
America are so closely identified makes me wonder 
where a revision of the order - whether an attack 
on the Trans-America wouldn't have precisely the 
same affect on the Bank, as an attack on the Bank 
would have on Trans-America. Those are very 
important considerations . Whether any revision 
in the order could be effected, I ca.n• t say, 
or whether it could be reconsidered. 

I think it is extremely difficult to foresee what 
the consequences may be. I think we are dealing 
in somewhat of a new field. The laws which have 
been passed since the Banking Roliday a.re so tar 
r eaching that we have yet to see an experiment 
t ried, to see to what extent they contain public 
confidence in an i natitution of this kind . I 
think all of us recognize the thumb (?) of the 
t emperamental peculiarities of the management or 
this particular institution, and we are not stretch­
ing our imagination when we think ther e may be some 
excitement, both internally and externally, as the 
result or such an order as this. 

So far as the public interest is concerned, what 
disturbs DIY own thinking is the fact that the 
Comptroller, pr imarily, the other agencies that 
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are here, have got to consider the rights ot the 
de pod tors . 

lfow we are assUIIIing that this bank can pay itse~t 
down, I be~ieve Kr. Po~sar said, to about sixty 
per cent of its deposit a. We~~. Mr. Ecc~es 
stated that he didn't think that necessarily 
meant that the Bank would have to close. I ua 
going to draw it in as sloo_, a view as we can, 
and see where we•d co11a out. AssUIIing we bad 
such a run and pay ott tortr per cent of its 
deposits , the remaining sixty per cent wo~d, I 
think, in the llght of these state11ents ude 
here this afternoon, be extreme~y doubt~. It 
is a duty on the part of ell ot us to consider 
what action is to be taken in an e11ergency such 
as this, to keep ~ ot these depositors on an 
aqua~ footing . I assume s. E. C. bas considered 
the question of trying to keep all the stockholders 
and the depositors on an equal tooting. These 
banking agencies seem to me to be confronted on 
the other side of the book; n&lle~, how do we 
keep all of these depositors on equal footing? 
We can't do it by ~etting the Bank pay out all 
its cash, dis- - sell its bonds, discountable 
paper, borrow what we can from R. F. c., and then 
take a ~ook at it and find about where it stands . 
I don't know where such an institution wo~d then 
stand. I t~ it quite unlike~ - I agree with 
Mr . Ecc~es - it .is quite unlikely that the 
institution wo~d c~ose. It is quite probable 
that the s.all depositor who llakes up such a ~arge 
part of the deposits of this partie~ institu­
tion wo~d fee~ that, F. D. I . C. standing behind 
them, there was no cause tor concern and wo~d go 
on their way, but, as has been suggested, ther e 
are probably stockholders in the Trans-America , 
and a great aany of the others, a.nd all things 
tied together - excited· on one side, equally 
excited on the other. 

I don ' t think it is possible to sit here this 
afternoon and guess what the res~t will be. I -
I think the most we can guess is what can be done 
to try to CWihion that res~t. Of course, the 
Federa~ Reserve of San Francisco stands r eady to 
do its part· the F. D. I . c. haS a definite part 
to p~y; it1 plays it somewhat automatical~y . I 
take it that R. F. c. i s prepared to do whatever 
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it can do. That leaves the olll7 question open 
tor decision, it seeu to ae, one tor the Coaptrol­
lerts Office: Is the situation lar&e enough -
illportant eoouch to consider the appointment or 
a conservator1 . I don't see what other question 
wetve got to consider. 

Now, as to statements that are made, looking back 
over the last ten or titteen rears, I have oot been 
greatlY impressed with public stat ... nta as 
reassuring to the depositors or a bank. They 
are somewhat aggravating at tiaes. I wouldn't 
know what to say. (Lauchter) 

You bet your lite. 
that 

We have anticipated /in a little speech I made. 
"No statement until actual necessitr is racing rou.• 

Until a request is made, because otherwise, you 
are giving to the public the wrong reeling, 
perhaps. 

It we ar e asked to give the statement "Ia this 
bank insolvent?" we'd aay the Comptr oller ot the 
Currency, under the law, would ot course close 
this bank and appoint a conservator it it were, 
and he baa not done so. 

Then, in addition t o what the Chairman just said 
about llr. Jones aaking this atateaent, it neces­
sary, the F. D. I. c. could coae in. 

I didn't hear rour suggestion, Gaston. 

Well, I siaplr added .,q vote to what Jlr . R.anaoa 
had said, that I think that a statement, issued in 
advance, or issued coiDCidentally with the issuance 
or this s . E. c. stat•ent, would be a great ais­
take; it would be very ditficult to find aD,Ything 
which would be reassuring, and on the contrary, 
I think aD,Ything that aignt be said at that tille 
would be 11ore diaturbing than otherwise. The 
time when a stateaent would be in order is when 
we were actuallY raced with aoaething; it there 
were a run or soae action needed, then we would 
make a statement. It the Coaptrollerts ottice 
were asked, •Is thia bank insolvent?• then we'd 
say, •The Coaptroller is under obligation, b7 the 
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law, to close aucb imolnnt bank, and ba baa not 
done so." 

It would have to be insolvent if the capital is 
illlpaired. 

Ho, it the capital is impaired, it the7 faUed 
to give the notice, and failed ••• (speaking low) 
for three months. 

Banes: Kr. Nichols , how do you feel about this statement? 
Do you feel about the sue way llr. Ransom does? 

Nichols: I do, very much, Mr. Secretary; very much as 
llr. Gaston. 

Banas: Do r ou feel that way, llr. Henderson? 

Henderson: Well, I think that a statement could well be •de 
upon a request to elicit a statement, but to 
voluntaril7 make a statement, right at that time, 
I reel would be unwise. 

Hanes: Do you feel the same war about it? 

Husbands: I don't think it is going to have an appreciable 
affect on the Bank. Thar•ve got some smart bora 
out there; they are going to answer that in the 
paper, and that answer is going to be logical as 
hell when it c011es out. 

Eccles: The ones affected wUl be t he little fellows , and 
the F. D. I . c. imurance might prevent llll1 run 
at all. 

Husbands: We have had some experience in these banks, all 
over the country, the largest, up here in Ca.den, 
New Jerser. There, two banks ~d deposits of 
around thirty-rive million dollars. For two or 
three months there was common talk on the street 
about the banks being insolvent, going to bust, 
etc., and the banks, altogether, lost twelve or 
fifteen thousand dollars in deposits. The public 
generall7 has a faith the Gover•ent is going to 
take care of them, and the7 go a.nd claiA the7 will 
be persecuted, etc. In the end I think it is go­
ing to revolve down to this: You have ~~&de tbeae 
accusations, issued this order; then I think rou 
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are &oill& to baYe to cbu&e -~-lit. Lo&1call7 
aqillg, the II&D wbo would do tbia 1D !rau­
Aaerica w1ll do 1t 1D the Balik ot Aller1ca. I 
tbiDit 1 t 1a up to the C011ptroller, attar thla 1a 
done, to llalte bl• 110'1'11 to chaJI&e tbat liaJialeHnt. 
That 1a the aole queat1on 1DYolYe4. 

Would the S. B. c., Wbell 1t 1a 1aau1Ja& tbla oMer 
would they noraal~7 deacribe 1ll a press releaae ' 
or otherwise, what 1a 1DYol'l'e41 wllat their dutlel ~ 
are, wb7 they are d01Jll it 1 Uld ao on? 

Tbe)" would, nor-117, not; and couaideration •• 
gi'l'en to that 1D tbla ca .. , and the C~n1on 
decided it didn 1 t want toJ what it did propose to 
do was S0118th1Dg which baa been done 1D the past; 
that is, let the reporters 1D and look a t the 
order , aa,.be fifteen ~tes betore it i s releaaed, 
so th&T can all read it oYer together before it•a 
inued. Th&T are all there at once, aDd it would 
preYent saae ot the saart bora gettiDg a scoop on 
the dUIIb ones; aYoid aisullderstalldings b7 sou 
trying to get the story out qllick. 'l.'here • s the 
possibility tbat we lllght ban soaeone anillble 
to explain what a •reaerYe• i s, or •dividellds• but 
the Commission didn't want to do ~ aore than 
that. 

Tha)' would give to thea the whole order? 

Yes, that is right. 

It ..... to - the oD17 place there i s an opportlmit,. 
for wlrfng an explanation which doesn't iDYolYe 
these Yariows po1Dta1_i a tor the s . B. c. to 
describe what the hell thla is all about . 

I thillk that a..,. be true, and the ditticulty ot 
the s. B. c. doill& it in thl• caae, at the tille 
ot annoUDC•ent, i a the colldition of the Bank, lUll> 
it is w..,. outside of the poliCT of the S. B. c. 
ull:1ng a •tateaent u to whether a ballk is 1D lood 
coDd1tion or not. 

U there isn't 8Zl7 atatnent that can be •de at 
thia tille, it would be a Datural tblng to do -
it would be tore the s. 1. c. to describe what thl• 
is all about aDd wbat i• iDYolved. 117 opinion 
would probabl7 •top at all the other stat•ents, 
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because I agree with Saa (Buabanda); I don•t 
th1Dk the chances ot a rUD are 'YeJ7 great. In 
tact, I would say they are rather remote. 

We reel that way in the Comptroller ' s Office. 

Cy says the deposita are going to increase. 

99 

I take it that the sense ot this aeeting is, than, 
that no one should iaaue any statement ot this 
kind upon the issuance or this order b;r the s. E. c. 
I'll just say here, the Secretary told me before 
he went away that was his f eeling; be telt that 
way; he thought those atatamenta would do aore 
hara than good. I think we are alaost unaniaous 
on that point. I take it t here is no one here 
that ought to sa:r an;rthing, 

It the situation dnelops l a ter, I think we aight 
have to cba.nge our opinions; I certainl;r don t t 
think so at this tilDe. 

If there is a substantial shrinkage ot the deposita, 
it is likely to come through the mail, and it 
wouldn't be evident UDtil they publish the next 
call statement, which, as far as the public is 
concerned, it is these runs in these banks where 

·crowds get into them that create the panic, and 
the F. D. - the Insurance Deposits, I don't 
think that can happen. 

This Bank is priaaril;r a snings bank anyway; in 
tact, it is the largest sni.nga bank in the countey. 
I th1Dk the savings wil.l rUD seven bnndred fitty 
&11lion dollars , won't it, Gus? 

Around seven hundred ail.lion. 

I think you will have to be quite circlDIBpect in 
handling your Examiners so al' not to create the 
appearance that the Examiners are rushing in. 

Yes. And I think, to obtain confidence, - well, 
I don•t like to make statements . I ~ one question 
here, I don' t know about; that is that question 
ot a consenator . A conserYator would onl;r cOM 
into the picture in case it beco11ea necessary to 
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protect the rights or the deposits in the equal 
distribution or the Bank's aaaets. 

or course, that is obvious . 

Unless it wer e clear this was going to be a 
severe drain on ·the Bank, the question of t he con­
ser vator would not be a pertinent quest.ton. 

How do we determine what his happening inside or 
the Bank until we get another call report? I s 
the examination processed? 

How about tbat, do we? 

Yes. We have been abl e to get figures from banks 
having withdrawals, figures ever day - daily. 

So you can watch the pulse . 

That is a very serious matter , that question of 
conservator. 

That is the last resort . 

I t seems to me you have to bear in mind every pos­
sible source of protection you could throw around 
a situation of this kind. 

It seems ;,e are confronted in this pariicular case 
with the horns of a dilaiiiD&. Your Gover nment 
agency is charged with protecting the pUblic 
against mismanagement of the banks, and not hid­
ing, and putting under the tabla things the unage­
ment uy do , which ultimately uy result in a 
greater difficulty than this one that exists . The 
other one is that no one wants to go in here and 
pull down t he filliUICi&l structure as large as this 
or shatter the confidence of a whole number of 
states out there in the west, unless he is convinced 
that this responsibility largely overweighs the 
responsibility ot not throwing finaei al •• • • • 

•••• • men into t he country. 

Something's got to be done . I don' t say it is a 
dile~~~~~.a . I think it is a question of weighing one 
against the other . 
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I think the S. E. C. has decided its obligation 
responsib1lity, is to go ahead and do this . As' 
I take it .f'rom this meeting, Kr. Secretary, it's not 
particularly to do that, but to see what we can 
do here to obviate such action. 

There is Just one other thought . the Secretary 
asked we bring out, and that was the matter, 
should trouble develop - you see this order will 
be issued before the Bank is closed, and before 
any of the banks are closed in California . 

And the markets will be open. 

I t will be twelve o1 clock in San Francisco, Friday? 

That is right. So that he want ed us to explore 
with t he Federal Res erve and other proper authorities, 
t he possibility or getting cash to these institu­
t i ons in case trouble should develop. 

You mean the question of currency. or course there 
is a branch in Los Angeles, and there is a branch 
in Frisco, and the Bank itself - do they know, 
do they know that this is likely to be issued, so 
t hat they can • •••. 

I don•t know that. 

They do not know it officially; I have reasons which 
I can• t even formulate in my mind - I think they 
know it unofficially. They haven' t known it from 
us but we have had enough indications they know 
1t is coming, though I don't suppose they lmow it 
Will be coming this Friday. 

It would be very difficult to get cash to four 
hundred and ninety branches in t he state from those 
two Reserve banks . Thel' - the bank itself should 
anticipate that and arrange to have cash sent out 
to them the first thing on Friday morning. 

Could I as~ Mr. Secretary, about the timing of it? 
Would it be possible to issue it after the closing 
time for the Bank, for the day? 

Well we asked the Chairman or the Commission that 
question - would it be possi bl e to, say issue this 
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order, instead of three, say issue it at six 
o 1clock in the afternoon, instead or three? 

Or even five . 

102 

My impression is that they had considered that 
matter very definit ely and decided on three o ' clock 
in t he afternoon. 

I don1t want to try to commit the Commission, but 
I think if there were strong feeling 1n this group 
here that it be desirable that the order be not 
issued until six o 1clock, they would reconsider 
it . 

You heard what he said? 

It there_ were strong feeling 1n this group that 
the order not be issued until six o'clock, 
recognizing that at three o'clock, the time ia 
still part of the banking day in San Francisco, 
I •d be pe.rfectly willing to take back to the 
Commission any statements of strong feeling 1n 
this group, if there is strong feeling it should 
be held up until six o'clock. 

It would go on your Dow Jones ticker, they have 
out there in San Francisco and Los Angeles, so 
that your larger depositors would know i t ; 
they will know it well in advance of the Bank's 
closing 1n the day. The smaller depositors 
would not. It wouldn't get into the papers. 

What was the objection to the six o 1clock? Was 
there an objection to that? 

I don' t know what the obj ection was. 

It seems to me much better to have it at six o1clock. 

Perhaps one consider ation was, the Commission • ••• 
(words inaudible- poor enunciation) • •• • extremely 
nervous ••••• decided they couldn't possibly put 
it orr, but at the earliest possible time on 
Friday, because or t he rears it might lead to. 
As I say, I'd be glad to get the impression of 
this gr oup • 
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It the Bank!s aanageaent•s cooper at ion _as a 
matter or having cash, is iapor tant, the 
undesir abi.lity or adYising a~ody 1n advance 
ot the act ion, with me we1~hs Yery heavily in 
favor ot shirting the hour to six o ' clock, because 
that could take car e or the difficulty •.. The 
Bank then could, over- night , request funds . 

The next day is Saturday, and it closes at twelve 
o'clock. 

Well, that is a factor. I mean, it is difficult 
to say to 'lrilat extent , but inasmuch as the Secretary 
asked that tba t be considered ••••• 

When does the Bank close? 

Three o ' clock. 

Three o'clock is the closing time. 

It wouldn' t be practical, or course, to get cash 
into a good maey ot those branches, w1 thout haYing 
some notice. They may not need it, but- if they 
should need it, they ought to have a little time. 

Six o'clock would give them - let them get it 
over- nig.ht . 

Yes . We can arrange with the Federal Reserve to 
keep open and be prepared to aake a currency 
shipment that night to any branch that the Bank 
ordered cash to be sent to, and the Bank then, 
ot course, couldn' t accuse the s . B. c. ot putting 
them i .n a position where they were unable to meet 
the cash withdrawal in these branches by not 
giving them notice. 

Shall we ask the s. E. c. to reconsider and ask -
is it the sense or this meeting they should delay -
we should ask them to delay until six o•clock? 

Unless they have some good reason tor putting it 
out at twelve . Three there would be an advisabl e 
time. . 
Another possibility, three o1 clook on Saturday, 
your Bank closing at noon on Saturday, and that 
would give tbem all ot Saturday afternoon and 
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Sunda7. 

'flat is ri&)lt. That's nat I bad 1n llilld. 

Well, one ! act or in r el easi ns it a t that tt.e 
I thiDk tbe Co.aiaaioa teela 1n teirness to ~ 
tbe depodtora &Jid atoolcholdera, it ia deairable 
to baY8 pratt)< ride publicitr 1n a aituaUoa or 
tbia lt1nd, ao tbat all tbe people would taow abnt 
it·- tiM. 

'J:Iat would be SUD4ar t o cat t he wides t d1Uribu­
tion possibl e . 

Ooe reuoa, the order, Wbich I sent out b7 air­
Mil laat Di&ht - i t probab17 baantt gotten to 
San Francisco 7et • • • •• 

It the Cc.ai81ion 11 u lted to r econsider tbe 
Mtter, wlli7 DOt aalt tlat both tbeae queatiou 
be reoouldered. 

We felt it would be u:treael7 11DW1ae to baY8 an 
order ot this k1Jid con out on 'hlanlta&iYin& 
1110rD1D& 1n Calitornia. 'fhat real17 1s laportant. 

And ao soon attar eleotion. 

Saturda)" WOilld, ot c~••t . be the beat ti.ae, it 
it could be done Oil SaQI'G&1, because thet W01Il.4 
&iY8 the Balllt an opportuD1t7 to prepare ita peper 
OYar tbe wealt-eud 1n cue it wazata to borro- IIOMJ'• 
Attar all., it oan olll7 draw ill caah tra. tbe Rea_.. 
Balllt ap1Dit ita balallcea tbere. ADd 1t it IIHdl 
to either redUcOIIIlt or to borro- Oil b1l.la Parable, 
it 1a -•••arr to cet tbeir redilcoaDta 1n, or 
tbeir billa Parable 1nt so the7 CAll cet credit &Jid 
draw acalllst tbat ored1t, aud the nalt-eud 
1nter1a cbea t~ an opportuD1t7 to prepare tor 
a .,..rr lar&e l'Uil1 it tber'r• 111te17 to ba.,.. ooe. 

You baYe three iiSU81 of 10111' dall.7 DIIWSp&para 
appear1n& thin attar the order il publlo, aud betore 
the Bank opened, betore &n7bod7 bad a chance to 
.aka &1111 ritbd.ranla, 7011'4 ba.,.. 70ur late Saturda7 
ed1t1ou 1n Loa AD&•le• &Jid San Franciaco; 7outd 
ba.,.. 70ur Sunda7 editiolll aud 70U'4 laY8 70111' 
lloudar .n-niDC papera, 1n additioa, ao equal 110t1oe 
ceta to neeyoae. 
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And the possibility for an accumulation of 
panic, so that Monday morning you have a real 
run. I very much prefer to have it on Friday 
af t ernoon, with a shorter banking day on 
Satm·day, so we will have some estimate and 
some sanctum of what is doing. I don•t think 
it makes any difference l•thethar it is t YOelve 
o •clock or three o ' clock. 

\lell, I don 1t . I can•t imagine enough of a run 
on Saturday morning to cause ver y much difficulty. 
It takes time to get momentum on these t hings , 
and it could, \\ithout much difficulty, get suf­
ficient currency to meat any s ituation t hat could 
develop on Saturday morning, a nd then it could 
prepare over the T/eekend t o get additional cur­
rency if t~e experiences of Saturday morning 
indic~tea it might be necessary . There is t!us 
other thing you mentioned, Herbert, and that is 
an ec,.ual notice to the little stockholders in 
Trans-Amer i ca and t he little depositor who is a lways 
likely t o get information af ter the big stockholder, 
a nd the bi g depositor. 

But the smal l depositors are all protected now, 
so it doesn ' t matter . 

There are two sides to that question of accumulative 
notices as genera t ing a panic . Of course you have 
a c!lance t here for all the r epl i es that !.lr . 
Giannini and his associates went to make in t wo 
issues of the daily newspaper s , and if this t~~ng 
is going to generate a panic sooner or l ater, we 
ai:;ht as wel l have it . 

Further than that, the r adi o alight be t he means 
of communication. 

Yeah, i f the r adio thinks it important enough to 
mention. 

They wi ll t hink it impor t ant enough to menti on 
• it . 

I wouldn't bet on it . Yes , t here wil l probably 
be broadcasts . 

Why not let•s subUiit it to them that t hey consider 

both alternatives. 
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Does anybody want to add anything? 

Chester, wi~~ you take i t up with the Commission 
and let us know what their decision is? 

It is the sense or this meeting, is it, thst it 
wou~d be desirable to have it outside the banking 
hours, with no definite opinion as to whether it 
sho~d be Saturday or Friday. 

Upham thinks it doesn' t make any difference . 

No, I don't think so. I think it ought to be 
Friday. 

I don't think it makes any d1EEerence whether i t 
sho~d be three o ' clock or six o ' clock. I don•t 
think it makes suEficient difference to Justify 
putting it off til~ Saturday, but from the currency 
standpoint, I don1 t think we ought to be in the 
position or letting the management of the banks 
say this notice came out without previous informa­
tion to them, without an opportunity for them to 
get currency, that certainly if it sho~d come 
out at five or six o'clock on Friday then they 
have got twelve hours in which to get currency if 
they don't happen to have it, and I think we ought 
to protect ourse~ves at least to that extent, 
the question of two or three hours, by taking a 
chance. 

Then the question you want to ask the Co,:nission 
to determine is Ylhether it sho~d be on Friday 
at three or at six o •clock. That is all, 
not Saturday. The question is back to three or 
six, on Friday . If you will ask the Coaoission 
and let me know, I shall communicate it to the 
rest or you. 

Herman, have I missed anything? 

Not that I can think of . 

Ask s . E. c. to go over this matter to see whether 
they can delete ••••••. 

I take it from what Ur. Lane says, this order is 
on the airplane, on its way to Calirornia. 
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!hat is the tact. !be Co.aiss i on would hesitate 
to s l.ow up the proeeedi.DI, but I•d be clad to take 
back &liT such requeat, but the order is co~:~~~· it•a 
a certified con, to be held acaiDat IQ' 1JIIIt:.Uc­
tions to s ene it at whatner tille we fi11&ll7 
detel'llline. 

Then, Jlr. Banes, aa I Ullderatand, this order will 
go out am be aeMed aa.etiae FridaT atterDOOn, 
am that DO YOlUDtarJ' ltat•ent Y1ll. be llade. 

That is, I think, the sense ot the 11eet ing aD1 
I told Jlr. Jones I would coaunicate with bi;, an1 
he said if 7ou wanted h1a to say &llJ'thing ••••• 

How did he feel? Did he express hillselt on uldnc 
a Yoluntary statement unless r equested? 

He seemed to want to - I •ll read you what he sai d. 
I said, •Do you think that the Coaptroller should 
make the statement if any is made, or would you 
be willing to make a btatement 1t the group telt 
it illperi~Ye that s011ebody aake auch a state11ent?• 
He said, "If you will let me know the facts . It I 
raay say so , the country hal learned to belien the 
things I bave told the& about banks an1 I wUl be 
glad to tell them anythinc you want me to say. • 

He expressed h1mselt as beinc willing to go along 
with the expressed opinion here. 

That is right. He said, • I•ll t ell them aDJthinc 
you reel is desirable to tell thell. • 

We are DOt attemptilli to suggest the Coaptroller 
11117' DOt JUke auy sta teaent he uy want to ll&ke 
at &D1 tille he wanta to u.k:e it. The suggesti on 
was raade a -nt aco that it is the concensus 
or this meeting that DO Yoluntary stateaent be ll&de, 
and I woul.dn•t like t o express the state~~&nt, on 
1117 own part, tba t the Coaptroller shouldn't ~~~&ke 
an1 s tat8111ent he deeirea . 

I didn't get the aean1D8 ot that to go beyond 
this particular crisis . The Comptroller, atter 
this crisis, bas got to aake up his own lllind about 
that. 

Well, J'OU Y1ll adYil8 ua at what tille this order 
111 go1D8 to be aened; then we can coaaunicate 

.. 
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with the l"edera.l Re .. rTe BaDk at Jl'riaco so they 
will stand b;r and be prepared to auppl;y such 
currency as _,. be re(iuired, otherwise. 

That is what the Secretary had in llind. Ths reason 
for bringing this up, we ought to be prepared for 
a117 emergency. 

When the thing is released and serTed out on the 
Coast, will the s. B. C. alae have somebody &Yail­
able there, 81 you would ban here in Washington, 
to talk to the reporters, to explain what the 
accounting t erms mean? 

We ' ll have Administrators etc. 1 am though they 
have not been here and working with it, they ban 
bad charge or transllission of reports and have 
dealt with our investigations that took place 
out there. They might not be given as adequate 
an explanation of it, but they will undoubtedly 
be prepared t o meet inquiries. 

Chester, will you r eport to Bill Dougl as , because 
he is the one that got the instructions from the 
President to explore this mat t er, and you will 
report back to him. 

I'll report that, and I'd like to add to it, 
John, that he asked me to say that if the decision 
was that no statement should be made, you would 
communicate that to the President, because he 
feels that an obligation bas been put on h1a as 
the priae mover t o see that something is done, or 
else the explanation is gi•en to the President. 
Since be feels it is not our job to do the soae­
thing, be wants you t o f ollow it. 

I am going to call Henry and I •ll ask Henry to call 
hill. Be knows about this request, because Bill 
called b.illl. I am going to call h1a as soon as 
this meeting is over, and report all this to hia. 
I thillk be is going t o call the President any way. 

Can I understand that you will either let the 
President kDow or see that be 1S informed? 

Or see that he is informed. Yes, I will. 

Well, gentlemen, 1! there is nothing turthar. • • · • 

( .&.djourued at 6:00 P. K. ) 
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fOI IRI SJCIIrAifa 11ov A ... a, 1118 • 

.A -t1JW _. bel4 1D U. otfi.oe ot .... Beaee at ••150 p.a. alll4 _. 

a tteale<l by lleaera. Laae ot U. SIC, loolee &1114 a.- ot t.be J'edaftl Jleaent~, 

Jiollole ot t.be I'DIC, Bellll.uaoD &1114 lu+ew ot t.be Bre, laaee, tqlor, DeluD, 

ophuo, OUpll&at; , Guton, Duttle14, '1114' e1114 touc ot t.be freuuJ7. 

llr. Ha~~ee upla1De4 that tu l'r .. weat bad aake<l throu&b sr:c Cba1.raD 

DoucJ.a• t.bat tba crouP co~~ew.r tha teuibUi\7 oe allllille a pabl1c etew.at 

on lbe coadl.UoD ot Ballk ot '-r1ca, l.t. & S.J.. , at. the U.. t.bat the SIC 

ordtr 1a 1aoue<l apiDIIt Tra~1ca Corp. .... llaDea .-ri.M<l t.be SIC order 

tor the SJ'OUP aal read a Mparate ·~ ot t.be teatur .. ot t.be report iD­

TolTlag the Balik. He added that ba bad talbd with llr. l .. ea J oaee br tea­

phone aal t.bat llr. loDee bad aucceate<l deletiJW Mation ot the Bas t roa the 

SEXl order aal bad ateted hU wUlJ..,._. to 1ellle a atat.aeeat on the ooadl.t.ion 

or the Ballk 1t t.lle croup eo deetr.d . 

llr. Eoclea aabd ..,.tbar the SIC bed ooael<lere<l the poeaibWt;r ot 

•aU• Tra-..tca t.o deliet. ita et.ook 'f0lw&ar1l,r t.o •~1d t.be riK ot 

pub11o reperoueaio,.. ... • La~~e replad that hU ,..... _. :An T...-rioa 

wollld retllee to del at 'I'Ol.w&ariq, U..t tba SIC alebt at.ill feel obl1&wd t.o 

intorw iDTeatora ot U.. taet.e about Tra-rio& i n aplte ot a '1'0lulltu7 cle­

li.ati,., &a! t hat. he baliencl the SIC bad 110 oOIII'ee other t.boul t.o pro oeecl wit.b 

lt.e order. 

llr. Ecclee .. w that the J'ederal .Beeene Ballk ot SaD J'raDOieoO ooul4 

Met •IV teiii>Ol'UT deaad tor f'lladll by t.be Ballk but t.bat. t.be eo.pt.rolar ld&bt. 

bna to appoiat a oo...-..t.or a1114 the BrC atPt. ban to turll1ab loane &1114 

capital to -t. •II' loJW-tarw dralD OD the lallk. 
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At llr. Dal.ul>'• ~ llr. hlcw repcried U.\ tM lluk' a laft 

atat•••t - aa or S.ptellber 18 - abon4 depoel\a , l.,ladlllll 110,000,000 ot 

1Dter-b&Dit depodw, tot.alllllll tl,uo,ooo,ooo. !t tu\ u .. \lie Ia* 11M 

$40',000,000 ot u. s. GoYer_ a\ llo.S., 1110,000,000 ot -- &Ill dapoelu 

dtb tba Federal IIMU'ft, a..S tuo,OOO,OOO ot b1p ll'84e ..S.Oit-lllo•, 

a total or t7<&4,ooo,ooo. About tw,ooo,ooo ot the Cion~ lloade were 

pledged beh1Dd dep<?aita or jlllblic .o~, be ""~· Be e.twted tbet \lie 

Baal< could pa;r doom 4l:lf> ot i ta depoeita &Ill .Ull be able to tu.Dctica. .. 

eaid dail,y depoait figuree oould be obtail»d tr.. the Baalc it that waa 

tboll&l>t deeirable . Tbe Balik bald behMD ~.ooo,ooo aDd tu,ooo,ooo or 

Traneuerica atock direcUT or u collateral, be add. 

llr.Ecclea pointed out that \lie GJena"'• ba'*lllll latarewte •JI"Ad ......,. 

Oregoa, laablqrtoa, lencla, aDd Arisoaa ae well ae CalitorDla, that the 

posa1bU1t1ea or ditr1cult1 .. t or all theM bame were bard t.o predict., but 

that be thOQibt the cba .... or the B&Dit ba'filll; to cloee were ftl7 re.ota. 

'l'be e:detence or the lDIC 88!f reanan ..U clapoalt.on ot which the Balik 

baa a gr .. t •IV', be ~ked, addlag that be bad beard bllt DOt Yeritled 

that eo .. ot the larp depoelta "" ~ 110'filll; Ollt. or the Balik. 

llr. JlaDaOtl eald the po .. lbUitl .. "" bard to tar- but. thet, 1t 

the blacb1t pictvore denlopecl, the C~ller abould be prepered to appoiat 

a co ... rntor eo that wltbdnwal or larp clepaa1t8 did DOt .trip the Balik ot 

ita cood -t.a, leartllll ....U dopoeiton with lll>t.h1llc but poor .... ta. u 

to a Pllhll4 atata..at oa the lluk' a ooDdltiOD, he aa1d that. the la.t tao 

rears bad DOt co~Winced bill ot the wt~ ot the public at.at.e..llt.a aboa1. 

b&Dita 1 coDdltic,. • 
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llr. Gutoo acreecl tha\ DO pabUo IRa~& abaal4 be ..W.o& .. ndJ 

11 queatioDit are aaked about \be Balik, \be obrtoua repl.y Sat "It \ba 8uk 

were 1Jlaol't't1Dt, \be CooopUoll.er -u ba,.a olOMCI u. Ia bae DO\ 4ooa ao . • 

11r. Jidlola, llr. l11o11baale, llr. lla...S.ao11o lr. llpbaa alll llr. DalaDO ......,S 

\bat oo 1tata•ot •b0ul4 be ..W.o&-ed aid aada adda4 \bat ba U~Dac~at \be 

cboooea ot a IUD oo tba llaok ftl7 .... o\a. lr. laooa aakad it \ba ooDD&Dalloll 

ot tbA Met1Dc w.a tbat .., atat-ot oo \be lla.ok llhould. be ...olo&aa.-.4 a\ 

tbo UM Jtl \be SEC Ol"CMr oo Tra•••rica ae SaiiUid. !Ioera wre DO ciSaMota. 

llr. Ta,ylor aubaaqueuU;r euuaetad tbat at acv SIC proee oootaraoce OD tba 

Troueaaerica order a atata•ot could ba •do i n \be ordloaJy oouraa llirillc 

tbot tbe coodition oL tba llallk 11 - quaatiolll<l ill tba SIC action. 

agency to ba prepared to aaliat \ba Ba.ok it aqr IUD d.,.alope4. llr. 1oo1 .. 

ur0ed tbet tbe SEC order ba &DIIOilDCed attar bnlr1,. laoura oo l'ri(lq ioatead 

or at 12a00 JX~Co1 Pacific Co&a\ u .. , aa plaolll<l. Tba a. ...... e Boud -w 

tbou arroqja with \be S.o J'rwDOi- ,.. .. ,.,.. ba.* to kaap ita nW.te opeD aid 

to ehip curroU!J Jr141;r Diebt it oacaaOUT, ha aa1d. llr. Gaatoo 8111Pitad 

publication ot \be SEC Ol"CMr Saturdq at1ar DOOD. lr. Ollpbo.S euuea\ed \bat 

tho group lllk the SIC to raoooaidar tba U.. ot \be a..-...c~. al.lodJic it 

to choose hatWMD Jr14q lftoiJII aDd Saturdq aftariXIODJ \b11 eucPatioo at 

witb goooral appronl. 

llr. LaDe Mid ho -u.s t.alta tlda raquea\ to tba SIC. Aa to lr. lo-• 

•uueation that •at.ioo ot \be Ba.ok bfl deleted troa \ba order, Ill"· LaDe poilltad 

out that tho order alr..ey wa ill \be aU to \be Coaet aDd that 4alq tor ra­

Yieion would iJIYi.te lealta. Ba asked \bat Ill"· liaJ»a arr&IIP tar ...tU'Tilll \ba 

Preol4ont ot \ba c:roup'a actrtca againet a pu))Uc atat-Dt oo \be But. 
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.......... 11M 

Oou!AeraUoa liM "- c1- \o "'- c-euoa ..-..,.. _, 

aloe anllAble h ~ ....,..1Uaa u4 bMcnp o-!.Mloa l..t-1• 

_,aiaM 1n r~M of -=vuaa ot a M\'-1 '-*• IIlla t..t_. 

Uoa ,~~. eo.dool.oll -laapla\M ulnc 1a a p&lll1o llaarlnc ,...... "'­

So..,..Ul" 'zohnp -"'' of liM 1a a pnooe41nc \o _,...,. or w1t.b41'8n 

lllo HCto\raUoa of Ml'\a1a ~u ... 

I an of \he opialoa ~• :rou ban oa\llorl\7 \o .U IRIIIla 1n~ 

to.,.tlo~t anllablo 'llpOil o"CIGh \orM ao 7011. _, puoorllle 1a U.o p&llllo 

a.ouoa 111 of \he ....,bet ""'"'•• of 11n (v.s.o. uno 11, 

oeo. 33) , pro.U.OI 

1 !1be baa4 of ..ola ~-' 1n IIUllor1oo4 \o 
JIH1101'1h ...,al.a\loan, ao\ 1n0oaaia\oa\ wi\la J.a., 
tor ~ P•• • of lda ~'· U.o ....._, 
of 1\o otfloen 10M olma, U.o tio\l'l)alioa u4 

porfo...,_ of 1\o )aolaooa, u4 \M ou\od¥, -· 
11114 puoonaUoa of ~ -•· popero, 10M prop­
orv .-na1alnc \o u.• 

'fUll rocari \o \hn\ o\a\'olio, U aa oail 1a (1106) 311 Op • 

• U\7. o.. aaa <•• pop aat) 1 

•u 'lou ..,..n \Jaa\ t.U bae4 of a~· !lao 

hll obarp .... _,1'01 at all "'- -· -
,.._ro kl-ct=c \o u.e ~'· n o oa\llor1V 
\o puool'ille .... W..r ral .. oa4 npl&Uoao M _, 
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.... proper ,..,..nJ.ac U.eir -· -.1 ... ,.. 1• -­
lllll\M, 10 liiiiC ..... , ~1··-· w1U. ~.· 
lull 11......a Ueon\loa wllll -•eerUT laollllle 
ua. rl.,., " .. ,.rlllAe llbeua. •eneu ..._ .. 
obo1>14 or obnl4 aot he ..,_ r.... uaa tUao flit 
\loa ~\ tor u:t pvpeoe -•• tor •• la 
oouooUoa wiU. Upii'U.'-1 •tae••• u4 la -
oor4oaoe w1U. Ilia .. \..taa\t. " h lao\1"1111\ u.. 
ohleto flit 'lnll' n• er au..r .trleen ---·· 

:113 

llallarlTo w1U. reepeo\ \o f'lll'llloblac \o eaouaer Go>tiOZ \ 

ac•OT iatonaUaa lm U.. tll.H flit ua. !rw.nr7 llopllr\-l, l\ .. 

otate4 Ia (lt315) 311 Op. Alt;ro 0... I (a\ ,.._ I -' f ) 1 

1 tbare 11 ao e\a\u&a & l oll ...-•1¥ amU.Or-
laae U.. hll11o Baal\1> llarr1oe \ o cl•• ou& aoplM 
ot 1h loaopl'-1 I'Mefta, ur le U... - praiUliU­
lac l\ t:roe &alae-· lila ...... ...,. ot u.. ~. 
117 eaoUoa 111 Jowl-' 1\a\u\ae, 1e am\Mr1Ht \o 
preeorna NCQ].allou, ao\ tao.aht•t wl\h ~. 
tor \loa ,._, ot 111• ])epai'U.\1 U.. Ue\ri­
'lnlUaa -' perto..-. ot 1\o -.laeoe, u4 \lie 
outo4T, ••• IIDil pru.-,auoa ot U.a reooi'U, papan, 
u4 P"J*'V appar\alm1Jic \o u. !tlh e\a\u&a, la 
uaa all•-• ot a\a""o1'7 proh111U1•, amuaoruu 
\1M laore\&1'7 ot U.. tnuarT \o llllb n& I"Gl.a 
u4 NCQ].aUoaa reqooUac \lie f'lll'lllllllac ot oopiH 
fill \he raooi'U flit U.. ,.llo Beal\h llarrloa u loa 
..:t .._ proper. I\ \henfore lie• wUhla \loa eo.& 
u .. rauoa at •• llaore\al'7 flit \lie tnuarT ..,.uaer 
.0 J'MOI'4e a11a11 loa ..U anllallla \o alU.. 1//l 
U.. panieo rat-\1.11& U.. - U..\ la, \o U.. 
paU•\ or lila rapr u•'IAU••• or \o U.. rapr••­
tau ... ot \loa ~_, neot OozporaUoa - or 
lllle\har - Wa allall loa ..U amlallla a\ all • 

• • • 
•ta \1>11 reepaot •• :lloarc-07 n .. , Oorpor~ 

U oa 11 a 'lnll'ac 1//l •• h4aral Oa••-•• Ae a Oa-t IIIWIUIT u 11 abarp& with \be ut;r 1//l 
proho\lac \lie Go•...-•'• lm\ areo\o Ia "&1'7 'nT 
pooelllla. !o 4aq U aooaao \o att1o1&1 r•oi'U ot 
tba hlllla Baal\h llarriAie, ar oop1a• ot - raooi'U 
&u ~. al\ber t.r •• la WID4lac a wU lm 
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lt ol\Mr .,... • t.M s-.'-7 ala tM* U.. ....,.. 
mll.er IIMaU :Mn w-~ 1a t.M ~- , ., 
lt.lo D*loo _, etl toM brora'la _,ie8e& la .... 
ua•--.v'• loUer, .,......,. u.. lMtll1 ,._..,As.. 
~"~~'lallala to .....U. u.• (•hrour~ac '"'9Plut.) 

,.. aloo ., oplala to JR etl ..,,,... J.l, u.. 
a. tall z '•'• ,.saa le lllrtt·r --. an .., ... ..._ _. 

..... ..._ ._..._, , n1 • n , •• •·•- •sa ..._ ..- u.. 

... , ... 31 etl tile ~ I I No ... ,, II ha\, 873, • ? .. 

(o ••• o., .,.. nz, uu.o 11. -· IM). • u .,..... 1a t11e w., ,._ 
nu., la pert, .. t.u-• 

... • .. u. - ,n .... *-11 &lool.M.o 
tile- etl wa•-• er tile •UM.-.1 t• ~ 
etl a...._ !Ia* ar •r oA "-* \1 atller tUa tile 
........ ""''-., ... '-*ft .... ~~- .... 
o\\alMI a. ...... fC R•t. la W1U111 ,_tile 
OoaptnUor etl a. Ow: •• u \1 a aU.-1 lla*, ........ ., On•-· ., ... JII6oft1 .. _.. • .,. ... 
u to a ata•• ter ....._ ar .. hta'81-.,..s' 
llwaaa1o O.,..U• • to .., ..W ....... \uk, • ,_ ... ~.,&INa'-., ........... , 
*- ..._.. M .. • lr a._. etl ......_, Jwt.o­
til,lu, ar 'lllr UnaU• etl tile I arov ett a. 
11Ja1'1A 1\aMI, ar etl oUMr ._ e wt, •.., 
~''- ett tnv••· ar ett 11aor .._. aJF -
UMrlooA.' 

!II&\ Jll'"iot. ro1 ph• tM •Orr:!.llr etl t.M ...... 1117 etl Uie twa .,, 

•· o1 - ... ••• ~on '" u.. &~N~tl• ., u.. ~eon~ ., t11e 

frMnl,-. 

j 

lDl Ill ........ .An ., u. c.--'ll'•• -u- J..a ., tM ~ ....... 

M,) , u ·-t .. , 41 Ita\, IN (U,I.O,, ... III, U\11 11, - 8M()t)(4)), 

.. u ...... la tM ..... ,...nMA. la ........ taU-• 
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1 '1bo ~ llepooU tuwaaoo] Qupen&loa 
oii&U Ilia.,.. - h repone ~ opwt••\loae ...a. ~. 
aa4 reperh ol OGII41Uoa .... to, ~ 0..,\roller o1 
\Ilia ~ or UT J'Ma'el .. Hno "'*• ,.._, ....,, 
.., repor\ M4e ~ or \o U7 ~u1oa, ,eoN, or 
au\llor1\7 ~ ......, tle1oa ~ a 1\o\o -~ #or 
ltallk (aoop\ a Dla\rlo\ Milk), 11M .., tval.ela \o u.o 
Oollp\ro11or ol ._. Owa ..,, \o .., h4orellaoOI'ft 
lt.U:, 8&4 \o atllf wall ~alloa, 'loou4, or a&llor1\7, 
repor\o ol rpe1•aUou .... oa ltobol.f ol, 8&4 repone 
~ ooa41U• ...ta \o, U.o OorporaUoa.1 

1.1.6 

SooUOD 1 ol \Ilia Acrlwlw.ral Oh41h Aa\ ~ 1tlaa, ~ 8\a\, 14118, ao 

-..loA (o.a.o. uuo 1.3, .... 10111), ao u ...,..,._ 1a u.o Coole, pronuaa 
1 1a ort..r \o ODAlllo eMil .h4orel la\u.oAia\o 

or..U\ ltallk to 001'17 oU \lot pupoao of U.1o ....,_ 
<ilaphr, U.a C...irollw ol U.o Ovr-.q 1o ~ 
a\llorlle4 &114 41roo\e4, ...,. liM fttQM\ ol .., 
.h4ora1 1a\01'8041a\o onoU\ "'*• (1) \o tval.ela 
tor \he oaat14aUel •• ot -..1> ltoU: -a ....,...,., 
rooorie, .- o\hor blt-\loa ao lt.e ,.._, II&Ta &'f&11-
allle roloUa& \o \he ftau.lel ooa41U• ~ aa\1-.1 
ltallkl u.ro..- or tor 'llbiall \Ilia h4orel 1A\01'801lla\o 
or..u' ltuk baa M4e or ooa\~lo\M -.k1a& u.._h, 
••••• 

o.r\o1a ..-o1•• a pr1Tllop4 poe1Uoa w1U. raepoo\ \o .-..ll ....n.. 
llU. r.-N to aenral 1oMla& 111••1•• ol U.O Cloft.-\, 

\bora are 1\a\u\oo qprooo)T aG!Iorlalaa \lt.e 0...\rollar ~ \Ilia OWT-.q 

\ o !like &Yallalt1o oor\alA blto~uoa \ o U.Oeo 111..01••• 

looUoa 8 o1 u.a :a.oCIIle\r.»\loa ~· OorporaUoa Ac\, 47 

"•'· a, .. ·-"" (o.a.o. u\1o 111 , .... eoa> ... u appeel'tl 1a u.o 
Oo4o, Fni4ool 
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fhu U will lie - \ba* u..r. 1e aoU.lllc Ill \lw -• otat­

"'" U>at 11 woaeioWDt wiU. \11<1 -1u1oa •••""- at U.o nbot ot 

lh 11 op1».1oa. 
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SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON 

November 23, 1938. 

The Honorable 
.~e Secretary of t he Treasury. 

~ dear Wr. Secretary: 

Pursuant to ~ request, you have caueed to 
be furni shed to t he Commission tor i t s confidential 
use twenty Examiner's Reports of the Cond1tion ot the 
Bank ot Amerioa, N.T.& B.A. , dat ed February 28, 1931, 
August 31, 1931 March 31, 1932, November 9 , 1932 

1.37 

Apr il 10, 1933 {two reports) , September 18 , 1933 {two 
reports), June 22 1934 (two reports), February ll, 
1935 (two reportel, October 7 , 1935, April 2?, 1936, 
Oct ober 14, 1936, April 20, 1937, August 31, 1937 (two 
r eports) , and April 28, 1938 (two reports) , respectively, 
ant\ t1ve reports of an examination ot Traneamer1ca 
Corooration dated January 29, 1934, June 30, 1934, 
January 31, 1935, August 31, 1935, and Uarch 31, 1936, 
reaoeot i vely. 

From an examination of these reports 1t ap­
oeara t ba t all contain information relevant to t he 
proceed1ng autbori~ed by the Commissi on under Section 
19(a)(2) ot t he Securities Exchange Act of 1934, as 
amended, t o determine whether the Capital Stock, $2 
par value, of Traneamerioa Corpora tion should be sus­
pended or withdrawn from listing and registration on 
the New York Loa Angeles and San Frano1eoo Stock Ex­
changes. I ~ attaching a copy ot the Oommiesion'a 
proposed order tor bearing in the proceedi ngs authorized. 
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'fbe Honorable 
The Seoret&%7 ot tt. boeUIUT• 2. 

lla)' l r88J)BCttull7 Nqueet J'OUr OODHDt to 
make publio ott1c1al uee, &I p&rt ot the propoee4 pro­
oeed1nge, or euoh ot the 1Dtoraat1on obta1De4 tro• 
thee& twentr-1'1YI reporte •• beara on the allegat1ona 
contained 1n the propoae4 order or ... n~enh t hereott 

roure ta1thtullr, 

u-. 0 ~l 
WllUaaO. ~ 

Cha1raan. 

Regraded Unclassified



At a pep} ..... Aetl et tM IULI'ltt ..... ---.. 
co-teelaa, biel& •• l .. om. .. 111 •• our 

et Wutda .... , D. G., • .. 
._ ot ..., • .._, .. •·· 11a. 

------------------------1 t• •• ...... of 

rroott41111 Iader '""011 lt(a)( I) 
of \ht ltoUPlU .. .,_,.f: •• 
of 19M, u •en4 .. , • ••-tao 
111\eehtr \be "«1•' .. ''-- of 

!IWIIAIIJ:RIOA OOR'OAAYIOI 

CAPitAL 11'001, tt PAll YAUJI 

ehoul4 'be n•.-a .. •• wltH • 

I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 

-----------------------

/ 

ruo ... 1-IlM 
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-I-

taota , tDolvdiDC rla&Dolal lta t .... ta or aald O.rpora­
UOII and lU llllld4laJ'l11 , 1ltlloll 4e aot IOI"NI\lJ Nnaot 'h' t rue tlA&Aolal ooa4U1ea or U.. Corpordl• &114 lh 
auba1d1ar1u , all •• blralaattar M r l parUCNl.IIJ'l7 "' 
ror111J 

!'Ill t alll 1114 lllalaadlft& ..... _,. wllloh 'Ill 
eo-u 11on ha l r•••oaall11 P"0111141 to Mlla ... allil\ 1a u.. 
appl t oaU on on rora h 1114 thl &MD4alllh tbiNto 1111111 
aore parU CNl&rlJ • • rollenl 

I . It• t(b) ID4 lha 11, Col . 0 eall fOP ..na1D 
1AtoraaU on •Uh Nepeot t o all p&PIIIh of \hi 
NC11t r ant. !lie llu\rvoUou to FIN It .. t iM "w h ra •pll'lat• to laola41 a 'D41Piell 1D -tPil 
of the roglltraat and t be te,. 0oont rol• 11 41f1DI4 
to • • an •th e po111111oa , 41raot or 111d1raot, of 
the powr to 41r'lot or o11111 tbe d1NoU on of the 
aanage .. nt an4 po11olll of a pereon, wbether 
through t h a oe.,llb1p or YotliiS ••w,.lUel, b:r 
oontr a ot , or otherwlle.• 

fbi eoa.1tt10ft hal I'IIIOD&bll JrOUAdl tO bal11YI 
that in lllat general prozlll, to l'la&111 la tvll 
foroe and etteot, UB1111 PIYoked, foP a tara ot 
"""' reara, "" 4elecata4 to a Co•Uha -POIId of A. P. Ol-1111, loba II. Ol'ant U d L. 11. 
0 1ann1n1, that •oil proz111 ftPI Yohd at lhl 
111111111 -t1Da or •tooJihol411'1 oa -...ab 111, leat, 
and w r e 111 eft aot at tbl &ah at "" .,.,_1oaUon 
on fora M , and that at taoll 4ah thlll pPizill 
oonterrad apea A. P. Olaaa111l, Jolla 11. OI'&Dt 1114 
L. 11. 01aaa1111 tbl penNI' to 41Piot tile -.uce•at 
and pol1o1et et the rectetraat. It thiPifore 
' fP111J'11 to "" Ooaale1lea that lila taU11r1 111 It• 
• II) 111d nea 11, Col. o to d11olo11 tU o_u, .. 
COIIpOIId or A. P. 0118111111, Jollll 11 . Or 111t 1114 
L. 11 . Olaaa1111 u a ,.._, ot tbl J'IClltNDt oon­
atttvtet 111 .. 1111011 of a aaterlal f aot . 

II. u .. ea ud naa t:t 0111 toP 111ro,...auoa nth 
r e1pe ot to the 1'1 ... ratloa pald b7 tbl r.&lltraat 
&nd lt1 lllbe14111J'111 to Olrt&la of 1tl Off10IPI, 
dlNOtoPI 1114 laplOJIII. 

!hi c-1e11n haa raaaoaabla sroaa41 to M11..,, 
t hat 011 ,.......,. 10, 1tao, tbl ... ot tl , tOO,OOO 
• • • plaoed on the boolta of " !I!U&lr C'!"b'V t1 
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-·-MJJ:lH. (\Ma & lllllttltl• .. eft.- M FlM 
~..au.> '- tM ...a\ et &. •· lhulu; 
Uaa\ tt Ullt l1il400IOOO 1111 '-' tfti,OOO MA .._ 
pa14 u &. P.tM •I , .. ..,hahr,_ ltll, a\ 
ntoll u. ..-.el ,_ UN ._ nltU81 •••• 
eta\ of ,. .. ,. I'IM O.,.ra\lea e&Ylte& Ula\ 
flll'\11. ... ,.,..., .. .u .. 111..-11 .... , ......,.... 
••"'" ... ' .. tale ....... l8 ........ , l• 1111, A. p, Ghn1 ai wt ... II ,._ tale Mlnu tf 
...... ooo \Ill ftlltft.RI _, ,..._ ~ ..... .. 

1tll- 1.11, .... .. 
1tM- ...... .. 
lNI- tll,tii.OI 
1tM- ll,tu.a 

1\ apptal'l M \Ill a-lldta Ula\ \Ill f&UVI \o 
411e1 .. • u.aee , .... u n- a a.a 1t rrrtere 
repet.raa\1 e ........ u ua ... 1'- aa \erl.&ll6 
ehlea4181o 

141. 

III. 111\11 r11p11\ \o \Ill 11al-• aeo\1 of tr .. errrlM 
Oorpore\1oa u ol .,, ...... 11, 1tM -

A. 

fill Oeealtelta lllat ••••=•~• PI «a M 
"'""' .... , ., ~-_, 11,1M,tN •• 
•• ,...... • •ut- a.a e\Mr -'•• ,ua 
.. t.- M Fll& Orrtrra\loa M A .. eotaW 
Aalrl ... 111\rl'llatert, lat. (e\ Ula\ \1M • 
WIIIU,--.. _..Ulal7 tl la\er-CtaU..e\81 
a.., ... \lea wlll111l ... tue1t • -.116·••ata 
IUttu,.. tf II' rer•l• Otrtare\11&), la 
eo-\lta wUia Uat ltllewlae uUYl\let : 

,._ ltlt \a _.11 ,_.,, UIOil&W Alllrl­
D1e\rl'-\trt1 181. ,..,.,a la Ult ••tu•• tf 
ttlltl\lal ..a .. , \e pvoii.Ue floeaeaa..,lta 
Oo ..... a\lta e\oek oa \Ill yerltlle e\Hk ldllaape 
oa ftllll ea11a e\oek .., UeW. I\ a. .. r\ 
appter \11&\ l8 1W1 t&el AIIOilaW Allll'l&U 
Dlevt'-\tre, lat. eolltlW Ol'&trl , .. UN 
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la \ba\ \be .... , .. , •P u "lloael"'foa• tor 
t.b1a ·~~\loa 4Mt ao\ rotloo\ Ulo \rao __ , 
ot \ho 11•-111~ 4ao aor \bo poaa1-1o 1• •••• 
IUI4or Ulo tCMl\roo\tJ 

I• \ho uao ot Ulo \ora •roonerl01 • 1a Sollo4~o 
v ae obar&o• \o \bo "Ro~tno 1 or1&1aall7 "' liP 
\o oo•or Ia\or-Aaorloo•• o-11&&t1oa u.dor \bo 
tnroo oon\rae\a, 1D \ba\ \bo \ora 1 rooo•or1oa• 
talll \o 1DI1oa\o AD4 tole1t1oa \bo \rao ao'-ro 
ot \he r .... \1oa ot Ia\or-Aaor1eo•• •-11&a\1oa 
'J ••••011DS \bo ,_,..,,lloa ot ao\ual oaell ro­
••••r1oe oa a eao\o wr1\\oa 4owa, ' wlaoroaa la tao\ 
\he •roooYortoe• woro aooo.,lhho4 '117 \bo wrUo-
up 111 Balik ot Aaor1oa J. t. a s. A. ot urelato4 ./ 
• •••'• •• ''' t~ ~·· 1n poraaraph• TII to XI u& XT \o XVII, M\b 1aol .. ho. 

111\h reepoo\ \o \bo 0 1aloaoo Sboo\ 0 ot 'Pl'uaa•rloo 
Oonoral Corporat.loa u ot Doooabor 31, UH -

l. tJD4or \be oapt.loa •xana\ooa\a 1a S.nrlu .. 
ot Att111a\oo 0 AD4 1D Soho411lo II Uloro h 
''' tor\h Ulo tl&ve ... tea 180. ~ •• \bo 
oarJ')'1a& •&luo ot \ho 1n•01t;;n\ 1a \bo oopU&l 
a\ook ot Boaoo 4 1Aaor1oo o 4°l\al1o. 

!ho loaa1ae1oa llaa roaooaablo sro.ade \o _._ 
Una \ha\ oor\&1a r01vh\1ou 111poao4 '117 \ho 
l\&11u Ooni'IIIIOa\ liPM \ho vuoter ot DD1 
prot1 \a or o\Mr ,._., ,,... I\olJ \o DD1 ot.alor 
oou\J')' •\or1oll7 attoo\a \bh 1ant\ooa\. 
I\ Ulorofora &pfODI'I \o \bo Ooaalttloa Ula\ 1\ 
le •\or1oll7 aeloa41a& \o .. , for\b \bo 
ftpro ta t81,110.10 ae \bo OU'I'J'SJI& ?&1 .. of 
t.a1o a ... t;;., 1a \bo oapl\&1 a\ooll of ..... 
4 1 Aaor1oa o 4'1\&11& w1Uioe\ 1D41oa\1a& \bo 
ottoo\ \ha\ \bo roe\r1o\1ono roforro4 \o .-.., 
.., llan lqHNI \bo 1DYOI\aoa\, 

lii. 111\b roopoo\ \o \bo •coa111ao4 llepor\ ot Ooa41\1oa• 
of 8oDk of Aaer1oa J.!.a s. A. 1 rtra\ Ja\lon&l laDil 
1a ll&DO, 1aa1t of Aatrloo (Colltornta) u ot 
Doeeabor &1, lta• • 
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1. Ia ta111q \0 p.ni.AI tu le-I aat AIUU111 ""1. 

•••na\a of S.U at .... 1'111 a.7. • 8,4. 1~ 
\llaa 1a•1 •• •taa bau• ..a ._.,,r rill 

•• 

.... ,,. laabut 1a tiM • M~~ta• h \Ill anan 
ot approS18a\117 te,ooo,oooa 
Ia tal11DI to proYSu ntfh1Mt l'llll'ftl t• 
''' ti04,tf4,111.~a 1t 11 ... 1a •tar. 1..aa• ...... ,11' 1'111 lltltl•l 

I. Ia talllDI to prftiU til' 11- ID 111al 11ta\1 
otbn tbaa '•Dit preahll IIIlA ~ ~ ot .tavt•• 
II. T. • 8 . A. \o \Ita all1aa\ of approzbahl7 
.1,100,0001 

• · Ia talllac \o proYSu ntthlan taprallaU• 
t or baDit preahll, t'llnlt11ra, ••4 tlnvN ot 1a111r 
ot Aa•rt .. • ·'· • a, A.a 

&. Ia talllac \o pi'OYSAa tar la ... a oa ,, ... ..a 
o\lllr •••azt\111 IIIlA '7 aaak at Aa1r1aa •·'· 
• s. A, \o tbe aneat of approzt•h1:r -.oo,ooo 
and tor 101111 oa o\1111' 1111\ 1\ ... to \Ill ..tea\ 
ot approz1M\a1:r taoo,ooo. ~ 

•Un41Y1Aa4 protl\1 - aa\• la aat tor\11 at .11,10&1111.01. 
Tb1 Oo•h1loa Ul 1'1111111111 croaau to ballan tllat 
t bll ttpn ll falll •• alll11Uq -

1. Ia \laD\ 1\ 1Aal11411 approat.\ll:r .. ,ooo,ooo ot 
u.raellaiA appnalatlll ra .. Ulaa troa \Ill 
tl4,000,000 tll'lta-llf ta 1111 ut 1111 ot UatW 
9\a\11 aa4 lllalalpl1 IIIU'1 UN 11114 ll:r lluk of 

•• 

•• 

AMrlll •·'· • a.~, 
b t.Ulac w 1H1.aa a r11arn tor 111111 ut 
a..Mtlll. ··-··· 101111 .. 1'111 11\ltl, Alpra­
llaUII Of Milk pl'llilll, tual\UI aa4 tis\llHI 
Of BUlk ot Alla'111 a.7, • 8,A, uA 10Mfl oa II• 
ev1U11 a!!l a\llar u11t1 1a az1111 ot tll,ooo·*' 
lD nn \111 \1\al 1t (1) aad (I) Wft14 wipe "' 
'bat p«r'1oa ot tiM WDa4lY1AaA prott'l • aat• 
wtallb ••:r be aurnu\14 \o Baall: ot .uaarlla a.T. 
• S,A, aa4 wou1A req11lra a ra411etloa ot \laD •ear­
p1u" aoooaa\ ot Banll: ot ... rl•• M,T. • B.A. 
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llt b r .. peo\ to \be "Ooaii1Det Report ot Jarnlllp ut 
j)l dclall4a" tor Benlt ot Allert .. I. 'f. • a.•., run •­
tlonal Ba.lllt In Reno an4 Belllt ot Aller lea ( C.Utoraial -

•• ror tba year an4at Det .. 'ller 11, .!!!! -
1. 'fba it ... "Raao191'1aa Oil boate, e\oolte tll4 otbar 

eeourlUM" u4 "Protl\e 011 IIOurlUae eolt" ua 
etate4 to total tu.,tu,tta,.,, 'l'U o ... 1 .. 1oa 

1 

b .. rMMil to bellna \bat tble t lpre lllol'll4 .. 
uarllllze4 appraola\loll of approztaataly 1,,000, 000 
raaultl ll& troa an approxt .. t aly te,ooo,ooo write-
up ln 1986 or UD1te4 Stataa Oo•arnman\ lll4 ~iolpal 
aaour l tiae bal4 ., Baalt ot Allarloa W,?, • 8, 1., , ancl, 
ln ac14ltlon, lnolu4aa a aubatantlal a.oan\ ot uD­
raal1zl4 appraolatloD r taultl llS tro• tba wrlta-tt 
of oart alo Tran...arloa Corporat loo atook balcl by 
Bank or Allarloa I.T. • S,A, •• oollataral tor writ­
tan ott loane, an4 t hat tba l no lu.lOD or tble 
unraellza4 eppraolatlon •• lnoo .. 11 talaa ancl •1•-
1M41naa 

2. The pro•lelon t or 1011 an4 dapraolatlon Oil "bank­
ins bouea, turoltura an4 tlxtura•" 1• eat a\ 
11,000,22& • .0. Tba ao .. teelon bae reaeon to ba-
ll••• tbat tble tlsura 1• lna4aquataa _t 

a. The 4atlohnoha 11t torn 1n (1) a.ncl (2) are ra­
tlaota4 in tba etat .. ant ot lltt pr ofit• ancl 'llll• 
4h14a4 protUa ancl ran4ar tb .. a u ... taua ut 
llillaa4lAS tO Ill ..OU\ ill IUIII of ,,,000,000, 
h appaue tii.HJIIt 4hl4tll41 p&14 1a llla6 by 
Baalt or Allarloa I~T. l s.l. wart .. ra t@ 
ts,600,(j(jO ill aiiTH--ornai'"otual "ouiTan' all'lllnp. 

B. ror tbo raa.r en414 DM•IIIr n, U.U..-
1. 'rlla U• "Raeo191' lee on ll0n4e, etooka ancl o\ller 

•••'llrltlae" 11 etata4 to be II,&Ot,.oo.al. The 
0 ... 1ti10A hat rtatonabla S1'0'tlA41 to btlla•a that 
tllle tlaura l noluclae unrta11ze4 appraolatloa of 
approx1aatal7 ta,ooo,ooo raeulttns trOD a 
11,000,000 write-up ln 1911 ot Unlta4 Stat11 
Oo•araaant an4 •ntolpal aaourltt .. llel4 IIJ' Belllt 
ot Allert .. , W,T, • S,A., ancl, in ad41\1on, ln• 
01'1ltae a eulletan\lal a.o'llAt of 'llnr .. llaat appre­
olatlon r11ult1q troa tlla wrUa-'QP of aartatn 
T'I'IJIN.aart .. CorporattoD 1\oolt _.. IIJ' lull: 1Jt - --- -
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..._erloa J,t • • S,A, oo eolloterol tor 'Wl'lttaa 
ott loon., 104 tho' tbo lDOlQOlOD Of tblo ... 
r eal1zo4 opproolo,loa oo laoa.o lo taloo &DI 
a1eloo41•11 

1. Tbo ropon or Jaralap oDA Di•lllaDAI t.nlller 1,_ 
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poor• a1oloall1DC 1a tllla\ • prnlaloa tro. ou .. 
11141111 11101 NeD .... fOl' 4oU'hl OOio.a'O &DI 
ueollonUilo torolp oro4lh bolt~ loU ot .&Mrloo 
J, t, • S,&, will lob tbo a-tuloo 111 .. roaooQI.IIlo crouto 
to llollo•o •acr ... to4 approzl .. tolf ta,,oo,oool 

s. Tho pro.toloo t or looooo oo4 4oproelotloo oo 
"banldos hou eL tllralturo oo4 tl.nureo• 11 oo' 
at t l,OU,U8,M, fto C:O..iooioo hu r .. oooallle 
srou4e t o boUen \hot thto t lpro 11 loa4e­
queto. 

4. Tho dotlelonol ll oot forth in (1 ), (2) aa4 ($) 
are retleoto4 i n 'Ill• otot .. ont or not protlto 
and un41Yl4o4 protlto an4 r.a4or theoe lto .. 
faloo a nd a1el .. 4lnc '• an oaoant i n ezoooo ot 
te,ooo,ooo. It o oro not no 41d41n4o J!a14 1D 
lV& Bull: teal. '1' •• -a-;:_~; woro !lor;-,'iiU 

l,DOO, n OZOOII o !Q&~oQr}in£ eorilnao. 

u . 'll ltb reepeot to tho "lalonoo &boot• or Oolltornlo Lao4o, 
I no., .. . of Doo .. 'ber Ill, ltH - · 

A, Sobedulo fli relatlnll to "8urplu" on• forth 01 oo 
o44ltloo to "Karoo4 Surplu" uader \111 • pUoa •Prot1' 
on .. lo ot oooote puobo ... troa otrU lah" thl •• or 
$197, Vl8, U, !ho OIIC..,OII)'lDI .,,. ll&lll that thil 
080Ut ropr•••'• tbo 01011 of rHlhetlon oYer tllo 
ooot to Oolitorolo Laa4o, lao. or eo QDdlY14o4 ooo­
bolt latoroot la oortala aotoo, pane or aotoo, 4o­
t1oleaoJ J•4tll•ta, oto., thorototoro wrl ttoa ott oa 
thO boOli:l Of lallli: Of .&Mrloo J,!, • 8 ,A, I D4 purobolo4 
troa tbo Bull: IIIJ' I a ter-Aaorloa Oorporotlon u 4 troa 
latv-.a.-loa Oorporotloa IIIJ' Oo.l~lo Lan4o, lao. 

'l'ho Co-looloa hoo roaooa t o boUon tllat oortolD 
faoto boYlDil o .. torlol llloor1Dil oo tbl o aottor oro 
01 fOllOWII 
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on februrJ l,_ltD, a.a ot "-"' .. 1.!. a I.A. 
to14 to Corporanoi or Aaerloa (lile~ or whloll 
were &\ thU tiM H •• oiDM lllr fl'n••trloa 
Bank Bol4111& a-pear, UHlt a llboU,_o..,a , • .._ 
t141ai'J ot !l'ue-1 .. OOI'poraUea), t• e •­
t14eraUoa ot 1110,0001 all or * a.M '• oha,...4 
ot t auett, 1aal114111c , ... ,. to 'be +· P4 ott liP 
to 11111 1, ltaa. ftlt .... ,.., •• ,.,...tePNct 

, 

ter "" •- -11Aora''- to !reau trl• IIMI'Il 
OOrpor&Uoa aa4 tboa to t'Pe•eMrl .. auk 1a1.4111c 
Coep&QJ' (liletll -.u, .. ....,. eubel4larlet or !r­
uerloa CorporaUoa) . oa l.....r'l 1, ltM, laM 
ot Allerloa 1.!. a ·~· aal4 'e !l'ut•tl'loa lillllk 
Ro141Jig CJ llnJ tor a 00111lYNUOD ot $10,000 all 
or tllt a•ao•• or the .... ....,..o4ort ,._ llllr 1, r.w ~ 
11133, to h17 1, lta'P. "' a ap.olal ftookhol4tr t • ~~ 1 

IMetliiS oa AprU 10, lta, the - ot !l'utaeerloa r • 1 

Balik Bol41JIC ~ wu ohallcel\ to Ia••r-AMrloa •• 
Corpor aU011. 

011 Ootobor 1, ltll, Ia•er-AIItr1 .. OorporaUoa t1'111t­
t'lrre4 the oharp4 ott aeeob .... ,,.. b)' the ,., 
ator-aUODo4 acre•••• to CallteJ"Bla Lu4e, lao. 
and Capital Coapaa;r (l»otll wballJ-ewM4 ••btl41arltt 
ot ! raat-rloa toaeral Corporation '*lch oorpol'lt 
U oa wae l()();C OWDo4 b)' !l'aae ... rtoa Corpor aUoa) 
tor aa ....-..ate 00111l4tNUOD ot 1100,000. 

OD llll..l U., _1~, Oallt..U. &.u4e, lao. 114 
e~lGi buV:iii ,l'llll,.,...4 'ht" - ...... 1111 
ll,48t, ll1.87 oelleoto4 b)' la'~AIItrloa Corpor at1oa 
( tor the .. _, or Oallroftlla Laadt, lao. ae4 
CepUal 0&111 ar) to 1111* or Aaol'1oa 1.!. • I.A. tor 
• ooael .. NUOD or ... 100,000. .. •• 1a 183'7, 
laM or AMrloa 1.!. • I.A. ,.14 ... 1100,000 tor a 
porUoe or tile •- ""'' 'lhloll tile 8uk ba4 
OPJ.claallJ 1014 1a ltal &114 liM toP t300, 000. 

At part or ~11 •- traaaaeUoa, ! r ue-!'loa 
Corporation oe•ePP4 ta•e u IIPPeaeat .-&l'ae,eelal 
the ltllk ... lee, 1011 to tilt txtent or ... 1100,000 
on the oh&Pie4 ott aetete repurohaee4. 

I n the lJ.cbt or the taote "' forth abo"!...!' IIP­
pt&l't to tile co-lttlOD 'be' tha tip~'~ 1--., tll.• 
"' ronb 1a llobedllle nl aa •lai'D04 llvplu• ....,. 
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tiM oapU.oa 'PI'oflt oa lalo of .... ._ P~~Pelluet 
troa att U1&te1 , , ... ..._. wltll tiM ao~ 
loCO, Ul4 \be S..Oluloa or Ulle ..... , lit t lill 
•laJ'Do4 RJ'Plro • 4eflolt1 lit tiiiO 'lalaaao llloot• 
u e utor1&117 llloloa"'ll• 

x. lith ~""P'•!_ to .. ~o.!~ ... o llleet• of O..Ual Or ; v 
'' et Dtooa-• - · ..... • 

... llohe4ule ni rolaU .. to ·~-· Hte toi'Ul a t 
u a441UOA to ' lai'Do4 IIU'pl ••• u •rr.ru oa tale 
of •••-'• p1troh .. oA fPOII atfU l&to• tbo - or 
tee7,t lt.u . ftle . ... ,..IIIIJ1 .. •••• "'" ' \hat 
thla _.t POproHate tbo ouoao or r .. lhaU.oa 
onr t he ' "' w CapUal C1r urv of aa 111141Yl4e4 
--"-lot lllt-•t lll oer telll aohe, part• or I'IOCH, 
defloleao7 JadCPOate, oto . , tberototoPI YP1ttoa 
ot t oa tbo Nella of llaU ot Aael'loa l.t. a I.A. 
llld piiJ'obUOt fPOII thO leak ~ latoP.AMr loa 0oP. 
po!'aUoa Ul4 troa llltoi'-Aaerloa Oorporatlea ~ 
Capl b l OollpNQ'o 

Ia \be Upt of tlill faote eet tonla a~ a40P pAPa· 
graph I.&-A, U appeaPI to tbe O..leeloa tllat the 
ttcun 11187, tlt. u ••• foi'Ul 1a loho~• ni u 
1frotlt n tale or uHh ,.rollaNd fPOII att Ulete• 
together wlth the eeeiiiiiMJllle loh, and \be la• 
ollleloa ot thle 1 ••• u •w 11&Pplu1 1a the 
' Balaaoe llleot• are Mt .. lallJ nlaloa4J.IC. 

It appoarlftl to tlilo Oenzt "loa tbat ,_._, to Jeo­
U oa U ( a ) ..a (b) of taw Joovltloo Jut 10 Aot of ltML. u 
&MIIMcl. , U4 llllloo Ul ea4 1.&1 (aew llaloe .&-lM-1 ea4 .&-lM-1) 
P~ato4 ~ tM c-J.eeloa tliHe..UP, ,.__,.loa CopPOrn­
Uoa r Ued ., •• allen hM 17, lt•. no e al ropel't oa 
f ol'll U.l tor tiM flooal TfaP oa4e4 DooonMP ll, lN"P, e~CJ~et 
tor \be Oo!'por atlola ~ .rea. •· Oraat, h'oduatl ea4 
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w1\b reapeot \o \be 'Bal ... o lboo\ 1 of frana ... r1oa 
corpor at1on •• of Doooabor 31, 1837 -

152 

A. Note B reterrl.aa \o \be 1\eae oapUone4 1 11arket­
able Seour1t111 1 aa4 'Ia•••'-oa\e lD Soour1t1ee of 
Atf111&tea• ota\oe ~\ eeour1t1ol ~•la& a aartet 
nlue of $1,3a,aat aa4 lnY .. \aiQ\1 1a IIOV1t1 .. 
of atf111a\oe ~Yla& a •arr.rla& Yalue of 1&,131,&71. 31 
were pll4ao6 ae aoeur1v 1 (1) la MDMI\loa w1th a 
ooatraot of suarutoe &114 ( 2) oa an o~oa to pwo.. 
ohaae oertala a01ur1\1ea.• Mote I retorr1ng t o •oon­
tlngent L1ab111~1oo• a\atea that 'At Deoembor ~1, 
1837, t he Oorpora\~ •a• reported al be1ng oon­
tlngen\11 llablll L•1v llll4er eor\ala oon41Uona of 
oontraat lathe aaoun~ of 1&,838 , 183.7•. • 

1. The Co.a1ae1oa ~~ reaeoaabla &roiiA4e t o boll••• 
\bat oart.a1A a441 t1oaal tute b&Ylq a aat.er1al 
bear las oa \be •ooatrut of paraatoe • ratarr.a 
\o ln lo\1 8 &1'0 AI follOWII 

In oonaeot1oa with \bo traaeaot1one 4eeor1bo4 
abo•• un4er para&rapb IX-A, 1a wb1oh a portion 
ot the ohar&o4 ott aeeote of Baak of Aaarloa M. T. 
• S.A. , or1&1aall7 aol4 '117 the BaJik ln 1133 aJI4 
l8a. t or an &16J'I&&ta ooae14arat1on of $&00,000, 
Wll'l 1'1pVOhalo4 '117 the Bank OD .Jul7 14, 18370 1'1'011 Calltorala Lande, IDo. an4 Capl\11 Co~ 
t or a oone14erat1oa of St,aoo,ooo, Tranaaaar1oa 
Corporat1oa entered ln\o an a&raeaent suaraateela& 
the 8aak &&&lalt lou to the extant of lt,aoc,ooo 
on \be aeeete repurahaeo4. 'l'ha reterenoe 1a 
llotn B aD4 I \o a •ooatrut of suarantoe• appar­
entlJ refer• to \b1e &&reeaent . 

In the light of the t aote aet t or\b abo•• 1n th11 
Pll'&&rapb aDd la paraarapb IX-A, and 1n the llght 
of the apparent 41apar1~ be\waan t ha aotual 
Yalue of tha aeaete repurobaaed by the Bank an4 
the aaount of reooYerJ guaranteed b7 Tranaaaorloa 
Corporation, 1\ appear• t o the Coaa1ea1on that 
llotae B aa4 I &114 t ile 1 Balaaoo Sbllt' ara !P"o••l7 
1na4equate t o retl eot t ile nature of Traneaaor1oa• • 
obl1gat1oa an4er the oontrut of suarantee. 
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e. !he c-1 .. 1oa uo r-•n• ll'ftll&a to Mllo.­
\ be\ Mr\ala .. tltlo.al teat. llu•1a1 a •\erial 
bear!•• oa tho •.,uoa to pvall .. a aal'\ala OMVl• 
tlao ratarro4 to la •o'• I are •• to11o .. a 

Io .Tilly, ltlf, .Ilk ot Allerha ll,f, A S,.l, pv­
abaa .. tr• 'l?oa-rha Oor,oraUoa 11,100 obal'aa 
ot noelt ot .. Uoaal Ol\7 •u at tho n .. Mrnt 
prl .. ot ... pOl' auo, n ., ..... that ....... 
purabao .. no on "llf ea the lloolto ot •lilt ot 
Aaarlta •.or. • S ,J., •' t a,,1t,eoo, tho pvellaoa 
prho, eat \ bat pa,_t no •ta 117 ara41tlq 
P, nt,800 to ID\ai'·AIIorlta Oorporatlea to re4uaa 
117 that ~ tlla lle1aaea ot tlla ta1,111,000 oll11· 
ptloa orSctuny utortana 117 Iatar-•artaa 
Corporation uatar the olroaaa\aa••• oat tort~~ 
1a perasr.,- T-J.. u part o t tilt eoatraat ot 
parallaoo u4 oala ot .. Uoaal Cl\7 ~ otoalt, 
Tnu-rl .. C.rporotloa acr-t to rapartllaoo 
tilt a\Otll: at k1 par allut oftl' • porlot of I 
ytara at the rato ot 11,110 abareo oaoll rear, 
ant p1at«e4 an a441tlo .. l lllotlt ot 18,100 allarto 
to •••ur• tblt ..., .... at, It tv\bar appearo tllot 
oa Doeoab«r 31, 118,, tba aarlttt TD1ut ot ••tloaal 
Oltr Beak otoolt no approxlao\t17 ta' par obaro, 
fbt retarento la llott I 'o •aa option to purola .. e 
oarhln oMur1tleo• appartntl7 roldeo to tlllo 
traaaattloa. 

It appear• to \be c-1oo1oo \bat tilt tllreplDI 
traaaaetloa ... a teYite ..,1oyot la u atteap\ 
to rotu" or a11alute the llalaaae ot tlla o111lp· 
Uea or11laall.7 utertuoo 117 Iater-Aauba Oor-
poratloa, ... tut tile ttolpaUoo ut trMtaed 
ot '111• traa ... tlea •• u •opttea• aa4 tile ta11vo 
to t1Ml- tho .. 41Uoaal llateraatloa "' tortll 
alloft aa4 the alr-tutM Ollri'CND41nl tllh true­
aaUoa r_.oro •otoo I aat I u4 tile "BalDDOO SliM,• 
•hr1all7 alo1 ... 1Dio 

I, In Sellotllla Till tlla tlpra !""•000 1• aat torn .. 
• obup to •l'alt•la 81lr,1u in 1tlf utar tba upUoa 
"Coatrillutloa to Aaeoalatat .Aaerltaa Dlotrlllutoro lla­
•orporatot) la aoaaeatlea wl\11 r .. 1atr1llnt1oa ot 
oapltal otaa. • 

'rha c-tooloa llao rooooullla ll'•ut• to llallen tllat 
\lila --.t raproouto •-holooo aDI otlt.or ••h• 
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pd4 _,~1M Oer,onUoa to .&a-1••• ~1-

ouwnu,ora, I u., c.-.. e nol~ a al nh1Cla1J 

ot l nter-OoeUaea\al OoJ,ereUoa ftlall wu e noU,.. 

cm~e4 aualtlu7 of 71 s lee '-"'el O.~nU• 
1 utlt e wlloll7 ... WD.C RbeltlUT fill 1'h.uau1ee ' 

eorpor.Uoal la eo•ootloa wt..- tile eeUnUes &o­
aeJ'111e4 aline 1a JU • 1 ..,, UI·._ 

In •11• llall' of \117 faots ut tw tile -- "' 
torn 7Hft l7 ,....,...., III-4, l' .,,._, te \lie ._. 

alaa1oa tlld rocletr.- '• , ... .._, ot We U• I' , rs 

n a "Jelaooo SJaoot• eat llellotulo n:n • • •1• 11F ... 

laP4h~. 

XII. lUll reapeot \0 'llo "PP'otl\ •t LIM eta•••'" of 
frlll17Aft'1oe Oo190reUoa -

1.. lD Sobo4ule TIII \llo t lpro .... ,000 h on fonll 

u 1 oharp •• "Pelt-la IIIU'plu" lD lt" u4or tllo 
oap\1on "0oe,rlllu,1oa •• Aaooo1etet ...,.1 ... Dia­
trUu\ore (heo..,oro\ot) l7 OOM oo\lOD wl\111 ro-
4la\r111ut10D ot oep1,al ••oat.• 

f he Co•heloa lla1 rea-alllo .,...U to hlloft \Ill\ 

t bll a.oaa• repro••••• o ... 1ooioao eat o\llor .. a1o1 f''' 
111 T:n.aa ... r1oe O.J90reUoa to Aaaoo1atot .t.aor1oea D a­
tr111u\oro, lao., , ._ •• e w-.117-ewao& l nlla1t1UT of 

lnhr-CoaU•atel Oo~reUoa wlllall w• a Wllollr-owut 

nk141u7 of 'l'rea-101 Oea•el Oorr.ntlPD, u .. u 
• • •117 I RHltlo~ ot ~ oo OoJJonUoal 
l n eoaaol,1oa w1tb tllo oot1Yltloe to1or111et abo,. 1a 

paracrapll III-•. 

-

lD na l1ckt of \llo hou eat tor tile rae- "' fonll 
ln pare~ll III-.l, 1\ eppoere to \lie 0o .. 11o1oa \llo\ 

rap a&ra•'• ..... ,_, or tilt• tu. roatau '" "Protl' 

ant L11o ltet•nt• ut •otltelP nil •torlellJ alelootla~. 

n ii,I lth raepoot •• ._. •kleuo lllaoet• of Ietei'•AIIorlee 0..• 

porat1oa •• of 1 ... 101 ltlf -

1., Untor the oep\107 aaoiOI'YOO - l or 11&11111\ J eat pMollllo 

l o .. utor Mtnoatlac eoa\not of parutr•, ... l7 

Sollotulo n roleUaa to et4U1•• eat ....... to ·•-l'ft•" • 
' b•ro 1o 07\ fonll ''• t1pro .. ,lll,ott.u. 

In no ucu or no hou on torn alloft ...... ,.....,.,. 

Y-4, U eppoero to tile c-1olloa \laet tM 1._ ..... ...,.. • 

f or Uelllll\J eat poootno lo71 utel' .. , .... u .. •••'" .. 
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1. ID \r•U•I \1M •nreah teeerl'Ht la puqnp 
f-4 aiUl \lie '*11.-Uoa of la\ar-.a.•lM O.poN• 
Uoa \llv .... ar •• • paraa\J' retllv \llaa •• a 
purallaM eat •1a ftlall Mo•i.t llua •• I'Mol'tat 
~1 aa\\lDI •P tlla ...... parah•eat wl\11 a aal'l'ae­
poa41DI tlrea\ llalllll\7 for \lla ,... ... ,. prl•, 
eat, la Ylaw of \1M ,._.,,, ... of \IM aeaata, a 
1'8MI'ft tfll' \lla 1aMaa Wlllall WOI&lt h ~OI'M ~ 
Iatar-A8ar1M Oorpora\lo&J 

a. Ia tllet tile ~ ••• •P • •Raeanea• tor tllle 
ollllptloa to• ... ratlaat tlla tl'1&a ._., or 
tlla Uablll\7 ... •r tlaa poealllla loaeM ut• 
til• ... , ...... , 

a. Ia \laa uee or tile ,_ •raanarlae• 1D Sollatal.a 
n aa olltlrpe to tile ... , ... ,..,. orlclaallJ oat 
up to oonr Iatar-Aavlaa'• olll1pt1oa .. tar tlla 
t hree oontraate, la tllat euall tara t alle to 11Ull· 
oeta \lla true Datura or tlla ratuatloa ot Iatar­
Aaarloa'e obllcatloao. 

m. l ltll l' .. p.ot to tlla •Jal•••• 8hae\• or 'l'raaaaaarlaa Oaaaral 
Corporatl oa ae ot na...bar 11, 111, • 

• · Oa4ar the oaptloa •taYart..ate la Saaarltlae or 
!ttlllatae - a.u.• than h eat to~ tile f11Ura 
tt, '"•148.01. Ia SaiM .. la II lt le etatat tllat 
tile lnaat..llt 1a .._ •pltal etaak ot laue 4'.Aaar1M 
• 4 'ltalla 1e ..,..... •• \lla Mluea eh .. t at \lla 
-.out ot te,te& 11&l•ll• 

Ia tiM Up\ ot ~ t"'' eat rortll abon u4ar pare­
lhPll "fl•.t., lt appave to tlla c-tealoa \llat lt le 
•terlalb a1el•4lal w ea\ tertii tile tl~ 
te,tal,lll.ll ae tll.e eVI'Jlac nllaa et \be lanet..at 
111 the aepltal noall: at ••• t•.a.arlM • t'Ualla 
wltbnt laUMtlal na attaat tllat tlla rae\rlotloaa 
ratal'l'at to lD par•II'•Pil n-• _, llaYe 1lp0D tllle la­
Yte\llallt. 

n. Witb raepaet to the •Jalaaaa Sban• o t Oalltorale Laata, 
I no, , ae ot De ... ~ 11, lllf • 

· A. hllatal.a IX ralaUaa to •S.rp1••• eata tonll •• u 
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oUltlo1 •o • ..,._.. 8uf1u• llllle1- \llo oopU• 
-Protlt 01 oo1o ot ....._ par1h1111 tro. att11ta•o• 
t ho .. or •·'"iluo.N. ~. •• v~ .. -.w 
atoto• tlla\ or' • ......... ,110.1t ropreaon1 
t bo ...... or roollaatloa ._. llo ooo' •o aaurorata 
Lonlll Ino, or o1 ulhllel •-u1t lahron la 
eortaln anoa, pana of anoo, lotlotne, ltad.-1••• 
oto . , \1111'111,.1 Wl'l"•• ott 01 no 1100111 or 1aa11: 
or Aawloa •·~'· • 1,&, aol ,.aroblll troa \b 1u1r 
bJ Intw-.-.loo Oo..,_raU• ... t.• 111\II'•Aalrloa · 
CorporoUoa ~ Calltft'ala s..&a, lao, • a11 tllot no 
rooolatnc ta,uo,ooo r.,rea••• \ll.o •- of Oalltol'll1a 
La D4o, Ino. a 11,100,000, 'Willa on lur 1,, us,, 
Bonk or Aaerloa li,t', • a . J. . •CNOI \o ,_, to Calltornla 
Londo, Ino. an4 Oopl~ C:O..anJ tor \llo r lcll\ \O t u\vo 
rooo•w roo oa tlMae ._ ••••· 'rill .._ hr\llu 
atotoa tllo\ 1a ooaaonloa wl\11 \1111 pvollaoo t'l'u-loo 
Corporot1o1 ontorel la\o 11 •cr•• n' •uroiiJ 1' i'IOI'­
tntoo4 t bat \llo la.t woull I'OIIftl' no uoat ot 
fl,liOO,OOO at aa aanat 11'0\o of tl,IOO,OOO, 

In tllo ll1U ot \llo fao\o oot fonll allow ale pan• 
crap II D-.l 1 t IPPMI'I \o \Ill Coaal .. loa tllot tllle 
t1cure .. ,Mll,liO,M '" tonll ln S.llolulo IX aa 
"&oi'MI 8vp1u• u411' \llo oopUoa -.rorl\ 01 lOla 
ot '""' pvolla ... h'oa artlllato• \010\1101' wltll 
\llo aooo.,11171Jac •o••• ul \llle laolualoa of \1118 
uou\ •• "laraol hrp1aa• lJI \lao "lalaaoo Sllon" 
aN •••orlallF a1a1oall•l• 

m. 'lUll reopoo\ to , ... •~a1 ... o Aon• or Go)ltll OIQDJ' •• 
ot De-ll• 11, 1tlf • 

• · Sellotalo D NlaUac \41 .. ...,1u• ana ronll u u 
aclllUoa \o .._ ... au.1u• ulll' tllo IIPUOI 
"Prorl\ 01 oo1o ot aoona puolloool troa attlllato• 
\llle - or ... •• Ut .11. fto aoo-.UI7111 lfoto 
O\atoa \llo\ or t~~la ....n .... llt,M J'OPNOODW ' II• ozooao or roollaotloa o.-r '•• ooo\ \o Ooplto1 
C..,ur of on ~~alhUol oao-llolr h\onn la ool'kla 
no too, pu\o of nnoa, lltlolane, Jal.-1''• oh. • 
t boro\ofoi'O wrl\\oa on on •11• lloolro or Balllr of 
4awha •·'· • a.& .... purollaool ft'oa \lao laak•lw 
Iutu-4aorloo Oorporetloa ul troa Intor-Aaorloo Oorpora-
Uon ll7 Copl\11 Co4•"{• ... not \lao ~alae 
ta,uo,ooo ropre-•• 111 lllal'o of Oapl\ol O..Oar la 
k.l.ooo,ooo wllln oa lur u, lilY, •• of _.loa 
R,T, • 8,J.. ·~ to ,_, 'o Oolltonla t.ala, lao, 
oocl Oopl\ol c anJ tor \110 rllll!._~ .. ~~ ... "•,•!~, .. 
0 11 t.~ ........... t'lla .... ·-- ·- -
1n ooaoooUo1 wl\ll ~~ JUI'oliiH. t'Ma 11 1 rla 0.. 
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to""" .. , ... taw •• • .,.._, ·-~ u 
~"' , ... , \lie lut WWlt n10wr no • 4 
of .. ,100,0410 at u -.-1 ra\o ot 11,100,000,-

I a \llo Up\ ot \llo f .. \o "' tor\11 allen..._ 
puacn.lt. ~L 1\ .,,,..., \o no "-lntoa ..._, 
\llo tle!o ..... u,ut.lt H\ tor\11 la lelaetlllo 
II u luuf. ....,1u• .... r \u OQUU •Jintu 
•• oalo ot ••ooto ••••.a ftea atttUno• te­
coner •1\h \lt.o ••• ; I'Q'iatl .,., oat tllo lu1 .. 1oa 
of \111o ._, •• • ._ ... 1Vp1U 1a \U "kluoo 
l lloo\• vo .. ,.loll~' alolntlaa. 

fllo o_.n1oa lllanac roaeoMno crouta \o lllo11n. 
\lla\ fra D•MI'1H Oorpo ... \loa .... fallH \0 O~lJ' Wl\11. \lie 
prntoloao of l oot1oa U(lll) ..a ... \loa 11(a) ut (Ill ) of \u 
S.ou.rlUoo laelaaacO Ae\ of ltM, u ueaW, \U nloo, r...-
l&Uou, fora 14, rom 14-~, ut tM Iutnou ... \lleroto, 
prowol .. \of. 1117 no a-tn1oa , .. .....,.., 1a , ... , \lie OJJll· 
ooU• tor roctatroUoa oa rom Ml \U ..... 1 nport • rom 
u-r 0114 \ lllo • •••'• \llerw\o t 1H ~ odf. trau.•laa 
OorporaUoa Hw\ala t1auolol •'at-a\o of fl'-•1n 
CorporaUft oat 1\o nlllo1Uar1oo ntolt. to M\ oornnll' 
ntl 01\ no \ruo tl~anolal ooauhoa of fl'aaouor1oa Oer· 
poroUoa u4 lto n11114lar1oo, •• hero1aatt• •n parUnlull' 
.. , ton111 · 

m i . n appoaro \ O no ao..too1oa \llo\ \ho ... .,.al pollq 
of tnao ... rloo Oorpo ... uoa ut lh ao141uloo wl\11. 
reapoo\ \o \lao •uor of onaUoa oat \r•'--' ot 
oor\ata • .... ~·,_..a \llo oa .... ., \lleroot, to 
h propor lD \lie fouowtac ro.,.o\01 

4. l a \lao alllllaaUoa of • roo_..,.,. oa \lao 1tOOU ot 
oer\ala o~l• oat \lie -uoa ot tln1U ... 
""'oi"9M• 1a olallar or •llloteaUolll' ola1~ 
-.to oa \lt.o llloeu ot •Iller o~aa1n 1o \lie 
frau-too ~ tor \u pvpooo ot •U11atac 
ouoll •naor..a• \o ollloon 1oo•• wl\11. HII004l~tOd 
f.lo\onloa of \lie \roo tlauolal ooatUtoa of 
\ llo ooparato oorpo"" oat1Uoo u4 of \lao oaUN cr- u a .... ,.,, la panlo'lllar, wl\111 rnpn\ \o 
\lllo •rooorna• "' •• oa tlllo "lalaaOo llllooto of 
fruo ... rtoa Ooa-1 Oorporauaa •• of Do•••• 
11, UM, ut Doooalt• 11, 1tlf1 •fer real oota\o. 
looooo ... oooU .... oloo of oonvoUo4 atttllo\oo 
la \lllo _,, ot .. 111,114,11 la UN uf. 
ll,fOO,OIO.U 1a uaJ, uA ........... la 1tM 
..a 11,118,001.11 la 1tl9, tor 0.,1\al o..p.., 
..a Oalltorala Luto, lao., NQootlnlrJ 
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B. lD not \M -n ot ~o Noerfto Pl'ftlaot oa u. 
IIOOD ot ~ ftr1- o-...1M 1a \llo ...._1M 
lf'OI'P lo •••1•117 lutoqutoa la porUnlu, \lao 
•O•lllne4 Bopon ot Oouf.UM" ot •lllr ot .._r1oo 
•·'· a. s.•., l'lrn •u-1 loalt 1a l ou, ... 
lloolt ot ...,. ... (CoUtonlal •• ot hMallor 11, 
lUI, olaRo "J.oue aa4 Uooou\o" la no._, ot 
taat,ett,lOO ... ftloll 1Do1"•• •-. 0\llor t~alql, 
louo 1a \lie _, ot 1104,174,111,,. .. •taa 
lode" ... •.-.. I'Nl M\ato•. !lao od7 ruu" 
1D tilt. •o-.1 ... lopon or CoD41UM" lo ••tcaotot 
• • "RMeno t or o• u ..-aolM" u& 1e oat tonll 
a\ t a , o.t,tU ,Ol, ot nloll opproU..\olJ' tl ,ttO,OOO 
lo a ro•••• tor •lt-lutraaM, 1M.tq o kluoo 
ot ........ 01. r. lu •• lo .......... ., 
De..Uer 11, 11M, Copl\al Oe e nJ' oarr1ot "Real 
lotah Bolt tor l ooolo,• a\ tel {lft,601.U, wllloll 
a out ropi'Noa ... "La .. , •u• aco oat r.,ro-oo• , 
ut •• ot \lao - .... Colltorala la114a, Iae • 
.. rt1ot .... 1 aneta ~ ... l,...t Belt tor Booalo" 
a\ fll,Nf,Otl,fl, wllloll -.t 1Mlaaot "LaM, 
•nt1qo ut Iapro-..u• n til,•,•·"• 
wltll ao ro.- oa tllo MHO ot ol\ller o~~ 
oppUeoUo to noll ••"'•• .U or aao .... tab, 
Oeol4oa\o1 L1to Inovuoo o..,..,. (o wllollJ' -• 
Olllllltloi'J' ot !ru-orloo Ooaorol OcirporoUM, 
ltoelt • wboll"::i .. nllolt1arr or !roa ... ortoa OorporoUoal • oa Uo lloolro "•rtP81 1_. 
011 rool oototo• ... "llaloaoo tuo oa pro..nJ' oolt 
utor eoatron• lll \lao •--'• ot .. ,lf,,lll.lf 
ut tl,lll,tet,OI, ro-.oo\lftl{' Wltll ao r•- coo 
oppU•Uo n . ..te. ft- .u - u- or looM1 4l-ato1_ ~114 ln .. teeollto 1a real oototo • ..,.,.,.. 
tiM,II8,11M.l.IL!~Ialaot nloll Uno 10 u ogro81tO 
rooorft ot ~ ,...,eaa.Ol. 

o. Ia tllat ~~Me.oo ot tllo utaro or tllo •rooor.eo• 
rotorrot w allow ..._ .6., l t -• l.,roper to ollar81 
looooo aDt ozp•- oplaot ouell •rooerftl"l 

D. lD tile t rutaoa' ot 1ouoo eDt upoaeoe wlllell"" 
aot proooa' at tile toto or • roo4J~aotaoat or oo-t e 
llu' ronl ... tr• ...... ouvr1ac oullooqaoa' 'llorow 
•• ellarpo 'o oortola rooor.eo erootot at tllo Uao 
ot 111oll roo4Jao-.oat. 
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It turn• Qpaara ta na a-tute. nat roctnnat 
111 1U applloaUoa tor raliaW.U• .. Fen M ... h 
tu amuaal rapon tor lllf aa ,._ 16-K, llaa rail .. 
to r llo tluaalal etat•oate tor Unlt aDt 1\e ft\­
a141ar1 .. oortltl .. la aaaol'la .. o wlt~ ~~ r.t•lr .... ta 
or paracrapll li ot ua IMtnau .. aa ta llMaolal 
St otoMDU 1a Uo IMtnaU• ..... te Fa .. M ... 
rora M-K, ,...,..u wl.7. 

u lloiRC tbo o,lal• ot \U a-laaia \Mt na ~lac 
h.rlln or4tr o4 to llo ••• h -••IT _. ,...,. la no pallllt 
tcurut end to d4 1a t bo aato...-at ot n o ~alaa ot tbD 
seoudtto• b:obaase Aet ot ltM, oa ....... , 

n' IS ORDIUD, pu-n t o S..Uaa lt (a )(l) ot aU 
Aot, t bat • pu'bllo lloulac M bolt M totonlae .-..... 
1'rGIIJIOr1oa CorporaU oa baa taU .. to a~lr win l eaU• 11( 11 ) 

and St otioa l ll(a l aa4 ( II) ot \llo s .. u ltl" I:I:Maa .. Aet ot 1114, 
u u on4o4, tbo ruloa, replatloaa ••• ,_ preaelpto4 'b)' tu 
Co•tuloa tbor•a4or, 1a no .,..,...a aet ten aMWI u4 lt 
10, wllothar lt l8 DeDM•IT or o,.r.,rta• tor tu pretettla 
ot lnoatoro to napae4 r.r a parlot aot •••a•Uac twa1w _.._ 
or to dtb4nw t ho rochtraU• .r Mit ao.,.Nttoa•a O.pUal 
St ock, t! par nlao1 oa aU ..., Yoft h oek ......... :Let .&ap1H 
Stock hcban«o aa4 111aa Fl'analoao ltoolf l:lauaaet 

IT IS ltllhRIR OIDDID, pvnaat to tba proTld•l ot 
S.oUon 21(11) or 1:bo S.nrlUN -..-.... Aet ot 1914, a1 ........ 

that t or tbo purpoooo ot nab ._,.lac ICwarC O. lo--, oa 
ortloer or t ho o-t.d•, ta b__,. t.;lpat .. to otalaln• NtH 
and atr1l'lltUoa•, .. llpoaaa wu--, .... al t~olr •"•a4aata, 
t ake ••14oaoo, oa4 roqulro tllo protaotlaa of oar lloota, paporl, 
oorreapon4onoo , . _,... .. , or otbar .......... _. ra1naat or 
Mttrlal to t ho laq1llrr, aa4 to pertorw all oner 4.tlol lD ooD­
ntcUon tborw ltb aatborh .. 'J 1•1 

IT I s JUR'f'IID aeDa iD, t bot t bo • •lflq of , .. , .... ., 
1o t hia boar1ac llocla oa ne lltb 4a)' ot ,.......,., 1tltl. •• 101 00 
A, ll , in Rooa 1101, lanrlU•a oat I:IM•• 0o-1utoa allUac, 
1778 Pe~noylnala .lyaaao, •· w., Waoblactoa,D,O . aa4 "11\la• 
t htra&tter at auo~ tt. aa4 'la" ao •~• ottl .. barolDIIDtora 
halt:aatt4 u r 4otoralao. 

F ..... ll r. •u•r ..•. ...., 
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TREASURY DEPARTMENT 

CXW'IJIOI' n OF THE QIIIRENCl' 

~,.,...VTO 

"'* j = I p Of',... ...... '"-'"'"' ' 

Board ot DiftotoN, 
Bank ot AMrica 1.!.6 8,.1.,, 
Son Francuco, C&UtonU.a. 

W._,.IIWICM 

loo ber 23, 1938 

In furlbor refereace to 'fOUZ att.r of Oetobor ll1 
19:38, t.b1a ottica baa 11...., -h thoi!CIIt uoS attelltiaD to 
tbe Mttara llllller clUcuH1cll hetnen u.. h eho.ll ht pl•MC! 
to c .. pq with 7fRr ~t tor a ••t1Dc with tbe -c-ent 
or 'fou:J: htllk to oar1t'7 the ,__ re1M4 ill Olll' att.r ot 
S.pttehtr 23, 1938, at UT u.- tbq 'MT cere to •- to 
"••h1Jlltcm. 

In the M&nt1.- 1 w want to re1terete Olll' po.tt1011 u 
to tbe -•dt.J tor the oorreot1011 ot oerteill wactlc .. which, 
tor Mftftl "'"' be'ft hMzo tbt !NbJeot ot eo -h cr1t1c!.a 
1n 0111' report. ot eppl•tiaD .. well .. ill o-.mlcatlo .. h'oe 
thi.t ottlca uoS ill~ with 'fOUl: oft1Mra, .. -t 
CODttm. to lmat upon (1) proper at.udar41 ot 'bonk'• pn.c­
t1co1_ (2) a reo!actiaD ill the ~ ot or1t1c1Mcl uMta, 
u4 u) aa 1llcrM.M ill capital ntlc. h ap1ll ...,..d,. tbt 
Mc .. aiv ot ' Uate aoUoD to aobt..,. theM correotillm, 
1nollad1Jic tbt --tiaD ot e&nlillp. 

h oaa DOt IJI'P too atr~ thet 'fOU procud with 
•.,.rr poaar at 70111' o '"' to the ead tbtt tbt•• tub bt 
pertorMC! atteoti:"lT uoS ppeditlouaq. 
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lJO'I'taber 25, 1938 

JOR !Ill Sl'lliii'Ul!II 

fbe :BalllciiiC <h""1P - lleooero ._..,, !qlor, llolUoO, Up•, 

o.,too, n..tf!.old and Jo1q - mn ill Ill'. lleaoo otf1.,., Tbe ooDO)ouua ot tbe 

ueUJ~S wa1 tb&t S.Crot&%7 llorcatba ,...d aot oall Prnidlnt 1111r ot tbe 

s... hc>0111CO hdlral lleoorre :Balik on tbe 'l'rula•eriorlleDk of .Derloa 11nat1on 

wb1ch a1cht dlwllop tolloriD& tbe 1awanco of tbe SIC ordlr ap1Det -rica. 

Ill'. Upba oald tbet be would baYo 1'M4r llondq a d:ntt of 

1 for.:al lot tor of 'OIOl'D1D&: to go to tbe liiDk ot .-rioa and that be .... ted 1t 

unt beccuoe be felt be wa .ui>Ject to ..,.. or1tici• tor dlloir on tbe letter. 
' 

!hou pru ent, other tb&D llr. l1l>h-. aproooed tbe opill1on that tbe Bellli: 

ohould be ginn a roaoonable tlllle ill whlcb to auwor tbe Ooolptrollor1 o letter 

ot lloT. 23 before tbe letter of amine 1a out. 

llr. n1l1'1old oruggoeted t~t tbe SIC be ad'l'1ood to .ubpoona 

tho eop!.o1 of the bank o:mo.illero' roporto wb1ob are 1n tbe po11e101on of the 

Bonlc ot .llaonca t o torutal1 poaoib1o 1ecal obeteol•• u4 on t1o1• ot tbe 

Comptroller t or ll8lr:1ng a'failablo ottioe oopiu. llr. Jolq oald be would 

pau t ho rauoot1ou ou to SIC O<nlll811· 

llr. llolaJIO oald tbat !OIIIIf Oorooran had br<n~«bt to bia, 

atter a eonnroation with 11r. OUpballt, a filliP propooal tor a bill to 1lla'llrl4 

•111&11 'bluo1Dou loau 1q> to ~ and to raioo tbe 1uraruce fund lilT a 1~ tax 

on blllllc dopolito, Be oaid tb&t Corcoran wanted !ro.....,. olearuee on tbe bill, 

haTlllc obtaloed SIC) epproTal, o.n4 tb&t a draft of tbe dltaile of tbe plan wao 

to bo 1ont to h1a. Ill', ...,.,, Ill'. !qlor, 11r. ONtOD u4 llr. Dottiold lliPJ'IIIId 

.U""PPI:'O'I'al ot tbe bank dlpoaii tax toataro. 
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'1'0 DBLIVB 'Jr 

' 

... . . . I 

O.ll. Up ... .. 
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'fOI 

Pro•• IIJ',Upbul 

tho attaoMd letter 1a 1ntolll1~ aa a :repl7 te 

tho 81DII ot .-a .. latter of Ooto'ber llth· It 

ouU1noo bl'1etl7 t~o -J•• bad pollel!t aD4 p .. .­

!!!!! whioh baYo remU~ 1n -.ate oond1U­

or1t1o1ae4 1D ..r letter of sept.aber tal'4 with tba 

•1" to olar1t71na tbe rMl and taq1'ble lane•• 

'ftle latter h alao 1Dtec~ to eono aa a cODonl 

wamiq. 

I 'bel1oYO 1t abDul4 go tornl'4 at onoo to aaoh 

41rootcr 1 

(l) It will oa•• UM 'b7 oonoUtutlnl ac•da 

for oollforenoM with Ule _.,_nt. 

(2) It 111U .-or ota~oah 'b7 A.P. 01alm1n1 

that •• OaD not or dare not anawor h1o 

lot tor. 

(:1) •• oiUIDOt 41a.,..1'4 'bank praouo .. DOW 

'bi'Oupt to pu'bl1o attos1on b7 sac. ••­
poolall7 o1Doo ft'ano .. odaa po1nh to 
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the tact tbat their 1n4ope4ct au41ton 

(&mat • arnot) •• up tba11' report• 

tJrOa data auppl1od to the OOIIPti'Ollor ot 

tale cu.,.. • .,. 
(' ) Da la'J 1n actlaa b'f the Ca.pti'Ollor'• 

ott1oo SA th1a and ot her •ttora 1a 

bo1ft8 c1to4 aa o't'SAonoe that there •• 

DO necooa1t'J tor pra.pt oot1aa b'f the 

socrotai'J 1n .akin& • ohan&e 1n th1o 

ott1oeo 

!be attached dratt ot letter doea not c onta1na 

(l) Anawera to teo!m1oal 111eat1ona (reae"odJ. 

(2) Juat1t1oat1on tor tolea- s epteJIIi)or Ut.ll 

an4 letter Sopt•ber llllrd• 

(S) D1aou .. 1on ot s to.al'\ LSAoo 

(t) ,Olaou .. 1aa of oo~n cn41h· 

(I) ADa"" to 'baDk'• asro-nt to ohar&e ott 

part ot 1 .. • aa SA't'eat•nt aoolll'1t1aao 

(I ) ae1teratlaa ot 111etruot1- eari'Jin& yal• 

of SA•oat•nt aocuzoS.U .. • 

199 
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(7) Dlaou .. lOil ~ 1op1 I'Oqll1r-h ot 

oop1ta1 an4 proper tooto 1•••1Dsa bank). 

(8) Dloouedllll of -a••nt 40111rlatlq 

41J'ootnro. 

(Q) DloouedOB ot .. n1oe obara ... 

(10) Dbou .. loo ~ •lolatloo ot &101 . 

(U) Dlaouolllll ot pub11oat1oc ot oarD1Dp. 

(1.11) Dloouaaloo or olou1t1oat1011 or •a1 .. • 

•• orlt1ouo4. 

(U) InatruoUo• •• to how to aop ll.l.Jrdoa. 

1 thlok •• llhoul4 _._ ~a4 with a o1tat1on to 

tht Po4on1 Raoor.o Board UDder Soetlon 110 ao np1417 

u pooo1blo . 
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Board or Di reotoro 
Bank or ADorioa NationAl truot 

and S&•inga Aaaociation 
San Fr$nGiiOO, C&lifornia 

Gentlemen a 

20t 

With turthor reference to tbe letter ai&ned by indi.Yidual 
director• of :your bank UDder data of October 11, 18~, which baa 
heretofore boon aolawwledged, I haft oarotull:y rni.-..1 and otudied 
tho W or.oati on at band rolat ill& to tho act1Yit1oa ~ed in, 
m~>thods employed e.nd reaulto obtained by :your -c-nt and -rd 
ot Dirootor e over the past eeYeral yeare . !'h&t there hu bMn a 
failure to oooporate with thia office in correctins crit1oiom. io 
amply oYidenood by tbo fact that tho ~ general oriticiomo are 
found In oaoh auooeaoivo report oovorins that period . 

Tho time b .. arriYed when an UDdorat,andiDI) between tho 
bank and t hia otrioo liiU.Ot be r ... ehed, tor I uau .. ;rou that oon­
t 1nued fa ilure to oorrect erlotill& weeknooooo &nd d1aoont1Duo un­
sound and unoato practicoo will not go unoballens ed• 

Tho ottioo letter of Sopt..ber 2~. 19~8, outlined tho 
whol ly unont iaraotor:y capital and t.ooet condition of your bank . 
This two- fold woalaloso ia manitootl:y attributable to ouoh unsafe 
nnd unsound polioioo as (a) rofuoal of mnnagomont and diroctorato 
to f rankly rooo~•• aooot pr~bl .. a 1n general , {b) failure, if 
not refuoal, to .,rorco e.nd Uquidato l og&lly e.nd .,rally b1D41Dg 
oblit;ationo or 'tranumerloa Corporation and allied intoresto, (o) 
retuoal to retain a aubstantit.l portion of oarni~~~;a to create ade­
quate reoer.oo and correct undor- oapitalioetion, (d) porsiotont 
dool ingo with TrLnaamerica Corporation and allied intoroato in 
other than conventional and aooo~tod methods omployod in dealing• 
with other olionto or tho ban¥, (o) refusal to make and keep the 
bank independent of rather than aubaorYient to tho intereota and 

oxpo.naion &lllbi tiona of Tranoamorioa Corporation. 

With tho rl_. of olaruying tho ioau .. , i t 1a d..-1 ad­

Yioable at thia time to outline briefly aOYOral • Jor unsound 
policioo e.nd praotiooa which haYo resulted in tho proaent oriti­

cited condition. 
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IpW p rtge Cmps\t• Coppvt.t 

In ·l931 aDd 19)2, UHte 'llldoll -. claNiti..t ae -

laJ>kable aD4 lola ac~NcaUac...,.. tbu .,,,000, 000 _.. ...S. the 

oabject of tlu'M ool~Uaot•, II:Doa aa the ~ Coi'J)OI'&Uool 

co~racto, enter-.! 1ato 11r ad W •• \be 'llullt ad a abo~ • 

111bs1di&r7 of the ~ Clerpontloll. l'ltboln ~ at 

thio u.. in a 41acu81on ot wbetbar or aot t.be writ.t• aaru·'Dtl 

Wclmicall7 oonet1tvt.e contract a of ale or coatracto of 111U'1J1t7, 

1 gUru~o at t he annor in wbich the ohl1pt1oaa creat..t )!r these 

contracto wre el•••aated male thet the 'llullt baa DOt real1o..t 

Uf1 oubatenUal p.rt of theM obl.icat.iolla lv ~of oaeh ~·out 

ot hndl or uaeh belona:iDc to the .S.btorr 011 the ooDtrarr, a 

larp portion of the ohl1pt1one ari81.nc out of theee oontracto •• 

elia1nated (in roUDd nabera) Iva 

(1) lritiq up tbe 'boolc ftl.u. ot Ott wz rrl 

aD4 IIUIIio1pel boa4e o...- liT tbe bul< ad 

writinc 4o'lll the l1ebll1i7 on t.be ooatraot.a •• $1.4,000,000 

(2) llaltinc • ollarp to 111141'fided profit• ot 
the baDk aD4 a aredit Oil th• ooat.raata , ••• , • , SOO,OOO 

(3) ~ prooeedo of l1q111dat1on ot oharpd 

ott &lleh pul'pOI"t-.1 to ha•e be& eold UDder 

19)3 aD4 1934 oontraoh (raterred to herein· 

alter) ••••••••••• • •• ••••••••••• ••• ••••• •• •••• 1,480,000 

(4) eo-ll-.1 parant.e-.1 loane (eDc:ut.-.1 in 

1u17, 1937) ••••••••• •••••••••••••• ••• •••••• •• s,~,ooo 

11hen the 1931 aid 1932 oontracta ware eniared ~ th­

waa an out~ ....Uelfi&Uon 11r the rr...-rica Corporation of a 

purpooe to ltrqt.ha the oap1ial pollition of t.be but liT oauinc 

& 11bollJ~ •be1dle"7 to ekr iJato the a,J'IEtCta. fheee OOD= 

tracta purport-.! to repreeeat, aot nn17 to the pabl1c, but &leo to 

tho Coept.roller, lopl and MMtn1 obl.1cat1one of t.be ..,he141•17• 

u well ea nU4 aaMh of the 'lluk. .at t.bet. .W, t.be Traneuerica 

Corporation 0'011-.1 OYit' 99l' of tbe .took Of the bank p4 eu reepoD= 

dble 81th..- 41reot.JT or ~eot.~ for tbe threatened 1Jipe..lnent. 

Of t.be 'but' a oap1ial po81Uoa. It' tbe deYioua - outlle-.1 aboYe 

(the l oplit7 of 1lb1oll 1e ope to ...s.ou ~n), t.be b'"lnl ob­

lipt1one of the rru-ioa Corporation U4/or ita llllbe1dtarlea, 

UDder tlleee oont.ract;1 , U'tf - repreaeat.-.1 to .... Men eJleJMWo 

• 
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Jot.lWlc 11 aoo"''pl s n.,. a t ~· u.. -.,. .-1~ - u.. 

(Mit1Cil ot e.t~aer .., ""t dl. lat... ' 1 rioa UOzpaats.a -va.w 
_. •orztce1Cill rtt o:Ndlt to tlae "-k" or "«de"'•• rtt o:Ndlt 
1!1 tu llolllt"• It ...wl lattice te .tat. tMt -... "'wl'•c ~ 
UpUCill baTe aot "- perf....t liT tlae r-.1 MUcwa ..., tMt 

cu. tilt Botr4 ol ll1reot01'• llil4/• • -··= t.-- •11"•• 
to sJ.n tokiD reoopitlell te the .,.,. probl.l rtt Uae 1lak 1a 

1931 aDd 1932, ,_t the7 ha~ taU.e4, u,laoW or r.tiiMd to -­
t- cd oolleot b'al tlae real. o'bl.lpr the $35,000,000 1a ®llp.­
Uelll U... &eqlllnd. 0. the ocatnrT the)' llaft plaeed, u wall 
u apt, the Satenail ot the~ ...t 1il o:Ndlt..-1 •h •1nt 
at all U.t to the Satareeil ot the !l'am l"'.ea Corpaw.U. &lid 

ito allied iDtlntil liT akinl 'lllb&t. are, 1a atteot, c1ftl to that 

corporat1011. 

Ipq., Qst;ry" 

In 19.3.3 and ,1934, a.,etl wblcb. ba4 'bee cb.&rp4-ott, u 
otll •• that• wldcb. were to 'be cb.arpd ott tr. tbc aUl .1~, 
1937, were the 81lbjeot et teo cCIIltnotl ot all ct.eN41ato liT 
tho btU with 'lholl;r..-.d •loG.d1.arU• ot the 'l'Na-noa Coro­

poz"&UOII, tor a total ccallder&ts.a ot $300,000. It - ap­
po&rl thet the proo .... ot l.1q1&1d&t1ca ot theM &&Mil to the 
oxteat ot ..,... than $1,480,000 baTe 'bee v.t111,.. tar the JIUI'­
pou of oliaiDatiD1 a Ute pcort10D ot the Uabillv 1lll4c' the 
1931 Gd 1932 oODtreotl d1IOWI,.. aboYe. !he r•llf.du ot thiN 
cilar&e4-off UHil appear1 to ban 'bee lold baolt to the lllaJt 
iD 1~, 1937, for 16,500,000 ....s.r a •cr• mt 'lherelv the 
~ llorpor&tlcD 1a to ~bare equllT with Ule lllalt 1a 
J'OOO'nr1e1 OYW ad ~e thel6,500,000 p;taee pr1oe 111li1l the 

~ 1947. It the 1933 a4 1934 acru mtt-. OCiltreoil ot 
lalo, tileD the ocat~tlca ot $300,000 p&14 or ~ to 'be 

pt.l.d therefor •• total.lT ~te a4 the Mle t.nDaaot1CIDI 
are ao.bj eat to GloM IIOl'QtiaT &114 are proba'bl;r '1111d&ble. It • the 
other bed the 193.3 &lid 1934 acr• tt ocattlta.te Sa atteot e1thar 
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prnnt1os or contr1butiOIUI to the baDk to the atent ot $SOO, OOO th• 
-tho assets ,.....ined the proper t)- ot tbe bank u4 II)" DO process ot ,__ 
aonin& can it bo ae.l.d that tho TraniUiorica Corporation and/or ito at­
fHl.Atea u.rt entitled to (1) credit tor tilt proceeds or liquidation to 
tho extent of more than $1, 480 ,000, (2) the benefit ot the proceeds ot 
tho purportod resale or these obarpd ott .... to t or t&,6oo,ooo, or 
(3} • part1c1po.t1on in 4117 nconry onr &Dd aboYt tho purchase price . 

All or tho roconries (put, •• ...U u t'laturo) on tho obarpcl 
orr asaets obould ban been u4 aOIIld be ueed to take care ot othar 
loans and to etrelljftben the cap1 tal s tructure or tho bank, rather than 
be aadt tbt subject or gins e1 tber directly or ind1roctl7 to the Trane­
uerlet Corporation &Dd ito allled intoroato. 

R"!81 Estate Cotle!!!trttiO!! 

Tho laat seTertl reporto or exaaination contain no ~~~&jor 

critlclaas of tbe u:.eainer directed at the gentrtl charoctor or real 
.. toto loons now being made . 

In sonor al, the cri t1c18111& ot the real esteto concentration 
ern be opi t<>mited ae follows: 

(l) Real estate, fomer l ;r securing distressed l oans ac­
quired through foreclosure or otherwise, hns not been dis-

• posed or w1 thin the t i ve-;re>ar peri od proocribed b;r statuto 
but rather line been made tho oubject of oeYertl successive 
cont r nete of sale. tho teru or which wert varied from tao 
to t iJ>e to •oot tho exigencies of tho purcbuinl corpora­

tiona ratbor than to protect aDd benef1 t the bank. 

(2) !1110ld ng pronses, incJndlng those prooertioa ocouired 
1n Jul,-, 19S'T, II)" tho • ercbsnto Wational Rtalt7 Corporation, 
are not bankable assets and should be dispooed or f or • cash 
coMideration rather than be retained and llllllll.pulated through 
att U iated corporatiOIUI over o lOUI period Of 784l'8 • 

A brier cbronol og of tho changes aadt 1n each auccosain re-
sale or foroclosod properties will d..anstrate tbo soundness ot tbe crit1-
ci8::oa 1n this respect. '!'he original contracts under which tho bank dia­
poeed of i t a "Other Reel Estate• were tocdo 'llitb lla tionol Banl<italy Corpora­
tion ( rhol l;r ownod b;r the sharehol ders of the bank) , end provided for 1n1-
tinl poy&ents of' 25~ of the book Yalue ot tbe re41 estate sold with interost 
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ot 6f. on unpaid balance a, p8111ent ill full to be llllde within a period 
ot five years , the pUrcbaaillg corporation to pe.y tho truces. Sul>­
ooquontl)', these contracts were canceled and 111w contracts were entered 
!lito boto'een the benk and Capital Compeey and Cal.itornia Lends , Inc., 
(botb corporations w~ onecl bT Trerul&llerica) . Tho first contracts 
entered into with those corporationa provided tor illitial pll)'D<Ints ot 
~ or the pUrChase price of tbe proper1<}' (doterwined b)' actual cost 
to the he.Dk rather tholl eatiMted Talue) , and 1.0\C each ;roar thereafter 
with interest at the rate ot J$ per amua on unpaid balances, the truces 
to bo paid b)' tbs 'bonk. Those contracts wore subsequentl,y canceled 
• nd """ contr act• entered into botwooD the bank and the same corpora­
t icM .. horeb)' no init1nl or down pa)'llent was r equired and 10',( per annum 
"'' to be paid from and after two years from t ho date of a cquisition . 
The n ... contract• provided for the acceptance by tho bank, at i'ace 
V"lue , of any notes or sale contracts received b)' theao corporations 
1n -nt tor the real estate sold b)' thea. The annual 1.0% pe;yments 
boV• oo reletionsbl.p to each JrOper1<}' sold under the contracts but 
rcthor to the aggregate of tbo p.ar<:base price ot all JrOperties sold 
to .. cb corjloration . 

Ir the bank's ac t .l.on in agreeing to J)03inll tor the taxes on 
tiX>so properties ns impelled b)' a desire to save income or capital 
stock toxes , then it would appear (a ) tho r eason for thl.:J clause no 
longer exists , and (b) it ia difficult to reconcile the noti on that 
tho bank had sold tho real estate under the contracts but yet still 
0',\na it tor taxation purposes . 

llith respect to the acquisition ill J\ll,y, 1937, by the !ler­
clwlts National Rellty Corpora tion of s everal JrOperties fro:> the 
C&pit'll Coapaey, it is significant to note ths t the C&pitsl Co:~pe.n,y 
(wbl.ch is wholly ownecl b7 Tran....,rica Corporation) 'r.as re lloved 
t roa anr risk or hazard of lou through doprec1ntion 1n value ot t ho 
re•l es t<tte , while tho llarchollto National Rulty Corpora tion (>holly 
O'l.r>Od b7 the bank) assumed that risk. Furthermore, ths agency 
coutr•ct bot••een tho llarchanta National Realty Corrora tion and the 
Ca·it•l Comf<lny appears to be a most desirnblo and profitable one 
trom Lho latter company' s point or view, and wholl,y unnecessary 
for Lho llerchsnts Rea lty Corporation to enter into in view of its 
extenoiva r eal estate holding a and operations . In add ition, 
~3 c'n ••e no legal or practical justification of tho usa of bank 
!\uno to thl> extent of $5 ,875, 000 for the purpose or 1nd1rectl,y 
i1U'Chaaing real estate not necessary for its acco~eodation in the 
L-nsaction ·of its b.tsineas, t heretofor e sold under legal and 
b1nd1no contracts. 
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rronouerioa Corporation Concentration 

TM toohnio&l queatioD.O ot .twther the "'II&r&l!t...S Lo&na" and 

tto 'Option to • puroheae llatiOD&l City llank atoot• ooD.Otitute extOilaioD.O 

t orodlt within tho mean1llll or Section 6200, u.s.a.s., and Jeotlon 2&t. ot 

~.Federal Reserve Aot, or are otherwiao legally objeotionoble, are re­

,.,..,,d t or ru.rther oonoideratioo and otu4;y. Aside trcm the obon teohni­

ool rooture1 , t he toot r-in• that oblltationa total ing tTe,ooo,ooo (ot 

which 100ro t ,_,. $44,700,000 1e owaithd aa alow), and repi'M.,ting about 

6a:( of tho bank'• capital atruoture, (u abawft bJ the booko), oro aubat'ln­

tially dopondont upon the tllture proaperi ty, •rn1ng power, auoooaa, eto., 

of the Trana..,.rioa Corporation and ito allied lntoreota . '!'hat taot la 

ntrlel .. t to d .. onatrate the ~maoundn .. a ot the praotioe or plooing aucb 

0 lar, o percent• &• or the bonk' a reoOIII"cea in oblif;ationo or innttaento 

which oro dependent tor realbatlon upon aubotantlally one aourco. 

AA pointed out in tho laot report of examination, there hao 

boeD eo"!*rot ivoly little aot~~&l iloprov .. ont 1n tho total oaount or tba 

lOO!lO ut out under the 'l'ranaamorloa Corporation larse line tor t ho lut 

n ver&l years . Suoh reduot1ona u ha.Ye take place &ro the reeult. to a 

lar;;e extent, of oubotituting dittorent typos or obll~;ationo, or obliga­

tio•• of ot her atrlliatea, tor tboae prrri6uoly exiotont. A oonaiderablo 

portion of t he proooeda of tho itlllll olaaaitiod under tho larga line of 

franuurica Corporation baa reverted either directly or indirectly to 

the benefit of Trant a:;:erica, and to further ito expanaion Ulbltiono. 

Real Estat e oontraota entered into with the Co.plt&l Compeey and 

the California lAnd a, Inc., han boon 0001111ontod upon under tho heading of 

'Rool Eat oto Concentration" . Tboae oooomonto, together with tho obaorvo­

tion£ udo dlreotl:r above, ol-.ly rridenoe th<l unoate and unaound polioy 

of perahtontly placing the lntereata or the Tranaon:erioa Corporation .,d 

i ta allied intereato above thoae of th<l bank and ita dopooltora . 

01 ndocd Polloz 
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This office baa not b..., ond i o not now w.indtul or the aub­

otont lal earnin& oopaoit;y of the Bank ot .lmerlo& Notional Truot and Sav-

in; a Aoaoolation. It the oapitol poaitlon and auet condition or the bank 

were satiofaotor;y, objootion would not lio to the utlli•ation or a reaoon­

oble portion of the current -.ningo in the p&)'Mnt Of dividendo to otook­

hol<lora , But when conoideration io gl .... n to the foot that ainoe the dote or 

convoralon of the bank into the National Banldnr; Syot .. to June 30, 1938, 

losaoa actually charged oft &IIIOunted to approxilr.ot ely t82,000, 000 (with llddl­

tional l oues aa ahown by the laot report of 0,....inotlon IUI'.ountin& to ap­

proxlut oly $8,000,000), while the net oporatinr; profit for tho aomo period 

- approrlm.tel;y $88, 000,000, It io apparent that the reoord eade in the 

P'Ut t on year period doee not pro .... that the net operotinr; profit 1a 

Regraded Unclassified



..-uaurate wl th tho 4J:ricleu J*lcl tlariD& t hat per1o4 ..,UDtinc to 
$6&,zos,soo. or oonoo.....t with tho proueoooi ... iDoll'eUo or the clhicl...ct 

,.to from ~ in l9n to l9.Z,C 1D 1918. 

fbore b a l&rr;o llfCI'&pt& o~ uo&to 'I!Moh ...... DOt bee eD4 

aro not now in 'bal:lkable to.... louD4 Mnlr1nr; J"&ClUI.He that the &&I'Dln!:• 
of • bOnk be conoe,.....d cot oal)' to prortdo acauot pouiblo Muro 
&dYOriO oond1t1ono, but to oll.a1noto trc. the &oo&to of tho b&nt t ho 

rOIIIlt• of put a4verae oon41tiono, rol!lfoJ'4looo ot IIGor the, arou or 
waro oroated, or Who no reepond blo tbarotor. 

In the put, the oubot&ntiel dirlde~d J*yMDto b&Ye be~efited 

112 tho mai n, but one ob&reboldor, -1)', t.,. boldin& ~ attiliato 

wMch awned 99. 661( ot the bank otoot, eD4 ..... et tbio tiao the 
l'l'&nl-ric& Corporation, u cnmor of approxilo&toq tZ,C or the bo.nk 

atook, wlll be tho lo.rgeot •1Dlll• benat1o1ary o~ •!If dirld&Dd J*11!&nt• 

Re·.lrrang_,t of 'l'ro.nao.merioa 
Coryorotlon lihire in JUly, 1937 
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.U ot Jlmo :50, l9S7, tho aoaoto or tho Inte,..erioa Corporation, 

..... u • • ita l1ab1lit1eo , ..... taken onr by tho rron ..... rio& Corporo­

tion, which awned all or tho ot oal< ot tho Int-eriea Corporation. fbo 

!r&noamorioa Corporation, u tho n- OWJ1or of the a oaota ot tho Inter'• 

uorico Corporation, bec&llle a holding oompaey af!'iliato of tho Bank ot 
.ll:>orica . 

At that time, tho lnto...._ri~ Corporation, u ouo.oouor 1n 

1oterut to tho Corporation of Joaorio&, -.. oblipted to the bank to 

the extent of more than $8, 600, 000 on tho ooutraota to puroha ... the non­

b&nlt&ble aa .. to , and the C&pit&l Cca~ (1111olly """ed by tho tro.na­

ll:orica Corporation) -• obli(;&tod to the bo.nk to the extent of about 

$6,000,000 on oontraoto originally e~torod into 1n 19Sl by tho 
t ro.no-rioa Corporatian to purobeao ~orMr &ncl aaturo b&Dk1ng pre!••• · 

On July H , 19S7, tM r rano-•rio& Ct>rporation oubot ituted 

16,844, 299. 82 of the prooeecla of tho allor;ed l'fO&lo to the bank of ito 
preTiously charged ott aeaeta pluo tho option to pu.roh&oo llational City 

~ otook, whioh then had a .. r kot .,.luo ot 12,716,800, tor ito 
liability on t ho original Ia&, 000, 000 oontraoto executed by tho Cor· 

poration of Alllorioa. 'the ot&t-.t 1n your lottor to tho ottoot t hat 

tho Balllc desired to puroh&oo tho ohargecl otr aoooto, ancl tho turthor 

tact that tho av o.- UDder Wbioh thea• aueta wro repurobaaed 
proT14ea for a )*rtioipatlon by t boo r-orio& Co.rp6rat1an 1n tho 

proeeeda of 11<iui4atian oYer and abOYe 16,600,000, aro pr.tty clear 
1Dd1oat1ona that the ,...,._rio& Corporation b not aaouailll! "ZZT 
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wtanUat tU.bUit)' in gueranteeiDg the U quidat.ina '+'&l.ue o! these 
'" t.l An a.~alysis o! the so-called option to ~ee llational Cit)' 
~: s i..ck discloses t1rst thet the stock was sold whom the u.rltet was 
his)! aod second thet there 1e no l iebill tr in pereorw on the pert of 
the tranaa.urteo Corporation, the recourse o! the benk beiDg limited 
to tho otock actuall7 sold sa well aa the addi tioMl shares pledged 
t.o socur<l tho purclulse option. 

on July 14, 19&7, another adj uatllent wae Mde, ll&llltll)', the 
subetituUon of the oblSgation or the •rcbanto lfational Realt7 Cor­
porotion tor that of the Capital CoiiPf.IV' to purchase 1111uaed benJt1ng 
prolli•••· It any loaa ia sustained on the r eal estate conred !>T 
lii•H ccntracta, tho buok will suffer that loea because the llorcb&nte 
JaU·IIIIl Realty COrporation is wboll7 owned b)' the Bank, whereoa 1f 
u.. cc>~>t.r•cta bad reaained as they wore prior to July 14, 1957 , the 
rirk or loss would bave been borne b)' the Capital Coap~.DT, which la 
$U)' owned b)' the Tran88J:I&rlca COrporation. 

!~Mtover the 110tive may bave been for the reedjwotaent ot the 
atrura ot tho Traneaeerlca COrporation in July, 1957, it resulted in 
(1) rolierlns the Traneamerlca Corporation fr001 llebUity and risk of 
losa beroro i t diotrlbuted ~ or the bank stock to ito shareholders , 
and (2) plueing the rlek or l ose on the Banlc or AJnerlca. 

It 1a tho epirlt rather than the l etter Of tho lnw llhich fixes 
tht duty ot tho Comptroller. It i s hia duty to ineiat upon the eorrac­
tion or pract ices or conditions which violate accepted and oroven souod 
bo.nking •rl.nclpll8 , whether or not the7 violate tho l etter o! the 
otstutoe . T'hle 11 especielly true in the case of the Bank of berlca ·. 
b.csuae or lte abo and the extensiveness or its field or service . 

n:o,..,roro, it 1a deued felr and appropriate to advlee rou that it sball 
be tho unnverlng a1e and purpose o! thia o!fico to carefull7 acrutiniu: 

1. W 'lractices and actions which bave reeulted or llhich 
1:1a7 rceult in treaken.ing the capital s tructure wbothor b7 WIIJ' 
or unjuati!icd dlvldends , the iaprovldent uae ot the credit 
f•ciliUee of the benk b)', contrlbutione to, or tho forgive­
Mil or obligations of, alllod or apecial interests. 

2. Tho ~ubatanee rather than the fom Of all IIOthode 
employed in correcting unsound or oritioiood condltiono, 
pr<,oti cos or policies. 
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1'\U'tl!Ol: .. ro, :rou ~ root aaaund that tbie ottioo wUl luiat with 
•••r:r powor &t ita c......S that the bulc eetablieh u ..Seq•te e01md 
capital position, that i t re!n.iD troa IIIIJutitiebl e ftm>ritiea to 
aUUd special intoreete, that it correct tho woelaloeaoe and reaOYe 
tb• boaea or or1t1ci 8118 before ll&ld.Da u;:r llll,j110titieblo 110o ot bulc 
tundo to pq dirldODdl and that it toko appropriate etet» to elilll.Date 
tba unduo conoontratiOD ill real eetete 111ol.lld.ille that portioa thereof 
lh.lab bat boon ~lapd tbl'oucb "- UH ot alli..S oorporetiou. 

All or tho uaeato and 1UI80IIIId - tie .. which have boon 
critJ.ciaod 1111et be diaOODUmaed and :rou are b.ro117 oo warned. 

1!lo tuture couree ot actiOD to be token 117 tbie ottice w1ll 
dtpond to a lor&• ext.Dt upon tho atepe tat. 117 tho directors and 
..,.,.,.,t or tho bonk to correct tho condi tiona and practices hereto­
tore cr1tici10cl . 1!le tulc controntiq the Boercl l>t Directore and the 
oanag_,t ie not unclerosU..tecl Wit ,.. rlll illsiat that that task be 
pertormod adoouatol:r oncl apediti0110l 7. At tho eaao tiM we wish to 
eooperato to tho tullost extent and to that oncl ,.. wUl clacll:r canter 
rltll :rour cocmittoo or representetine ot the aanqemont a t an:r tiM 
•itb a ..-low to f oraulatillg eouncl tut ure policioe. 

Very trul:r yours , 

Regraded Unclassified
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7 

~It 

J.t a •.ti.Ar; of tbt Co.ptroU.r•o otatt, to wb1oh I no I.Artte4 

u roprotont1D& tbt Seo...t&ly, two 'l••t101lo wre rtJ.eecl about tbt attitu.M 

ot t.M Troaaury "" the -"'Jlo-caU.fonai& Jlat1-l Bull: aaa1 1 

1. Would tho Treaaury objoot to a out-baolt 1D t bo preferred 
atook tr- $20 , 000 , 000 or tl7 ,000, 000 oaab Yalue to t&,OOO,OOO 
par nlue proYidecl lull c11aoloaure em all ata-Dta 11 

roqu1redt 

2. 'll<>uld tbt r..-aury objeot to the IIFC ouaoat1cm that tbt 
Bank be dlcnrecl trOfll tbt outaet to pay d1rt4enda, it eomed, 
on the •- otook not to uoeecl :1% ot tbt par Yaluo an­
nuallyt 

ICy onl y ou&&eation -• that tbt Caaptrollor ulc the queot101l0 of 

tM Troaoury bankl.ng r:roup. 

On tho flrot quoet1on, tbt amount of tho proterrecl atoalc to be 

bouS)It I!JI:l n ry between $20,000,000 ou>d t\7 ,000,000, oo.oh Tduo , dopandl.llc 

upon t ho number ot o.oaeta ob&rr;ed ott.' Tba par roue would be $S,OOO, OOO 

roGilrdleu ot 'Oirloh •- -• ~.n ... atad. !bt IIFC nnto to arra~~&• o. two to ..,. 

On tho oeoond qu.,.ticm, Mr. BUabando ot t ho RPC, 11t1D - · preo•t, 

odd t ho IIFC tbou6bt that , beoowoe ot tbo Wide d1otr1but1011 ot the B&ok' o 

c-.on otook and tho .-u ... tro.c11nr; 1.n 1t, oooti.Auat1on of tbo c11rtden4a 

on lt, 1t oarnod • JR1&bt be deoiro.ble .... n traa the point ot rtn ot the uc. 

He adJll ttod that the 41rtdend .,uld be o. •oCM• on• to oupport the T&lue ot 

tho o-.on otook • .t. d.irtdend ·ot ~ 011 the par Talue of tbo .....,.. otook 

WOUld be a d1Tidend of traa 7l' to ~ on the oound T&luo ot tbo otook but 
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-14 tr.P only abo..t taeo.ooo -117 . ...... U. Ill* 11u .._ .....W.C 

bOtnon tz.ooo.ooo &114 ta.ooo.ooo. -ell to ~ 'botb - a114 ,...ferre4 

4irl4onda, he oa14. 

,._ to the c-nl JII'CIP• ot U. Proca-. Jlr, IIMlaoell:. 1lloo ewe••r. 

roported thet enrythlAc u -.iUIIC -• tl• of 1M cle&l ,..re'by lltuodard 

Oil 11 to loD4 the Flel-n about tz.eoo.ooo oo that the Flelohbaloor• ..., 

ropo:t tho Buk. llr. JeaM J..,.• baa -., WOI'I<1JIC on tba OOD.I-tl= of tb& 

1.., oD4 rill report • it upca IIU retDn 'ledM~, Jlr, lllaa-.o 11&1<1, 

llr· Se<lleoelt reporte<l that _ ... roeti•• &114 lettera with peraou 

oo the Woat Coaat OODT1Aoe4 h1a that -rtai.Dty -c people pMnll1 aboft 

tho tllturo ot tba .t.Dclo-Califol'llia _. bal"""'"' to lurt the Bet e4 tlat 

ootion ahould be taken within a - it tllao MD" I• ant of the Bp>* u wll 

u publio ooni'14onoa 1o not to boo- <leaorallle<l. the Bet'• Wub1JIC1:oa 

lawyer bad quote<! 11ort1Mr FleiobbU>or to Jlr, le<lleoelt u aqiJIC that tba 

•pioturo looke<l 11&41 &114 that 11a1 _. ..... .,. •• ... me<~• about • wd de-

ftlopoonta Sa~ fol.laoi1A& re~ ot t11ao ..0 .,....._r1• order, 
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llove:ber 28, 1938 

!'r. Croorle;y of t he FDIC and t he melllbers o! the Treaeuey Banking 

Group - l(eura . Hanes, Ta;ylor, Delano, Upham, Oll.pbant, Gaston, Duf!ield, 

and Foler - cnet in 1/.r. Hanes' of!ice to dieouae a propoaed letter of 

warnJng to the Benk of America, N. T. & s. A., Which waa prepared under 

~r. Uph&a' 1 direction . 

l!r. Delano rais ed the q, estion of Whet her the l etter of ~~~ 

should be aent before the Bank had had an opportuni t :y to &nl1fer t he 

Ccet>trollor 's letter of liov. 23 Which lett tbe wa;y open !or a conference 

rlth t he Bank . 

llr. Crowle)' warned that llr. Giannini would make capital out of 

any lone delay in answering his letter of Oct . ll. J.lr , Oliphant s aid 

that he believed the Treasurr had determined to proceed as rapidl;y •• 

· poulble under secti on 30 and that the letter of warning should go 

as soon aa it is r.,ady . L!r. Gaston, &leo urging that the letter go aa 

soon as possible, said that sending the letter would s how t he Trealur;y'• 

dot.cr&ination to proceed and alec would prevent the Bank !roa cl.ailling 

in an:y conference with t he COIII)troller that its detailed defense was 

u:u•niWered; t he letter could be worded to avoid tJl1 implled discourtesr 

in send1nc it before baYing a repl)' to the Nov. 23 letter. 

llr . l'snes said that lle thout ht s ending of a second l etter without 

"aitl ng for a r epl;y to the first would be disoourteoue and would be 

so conaidered 1! t ho record of the case wore ever ~e pubUc. 

lt no reply to the Nov , 23 letter were received within t our da;ys, the 

• ••cone! letter could [0, and, if a repl)' were recei nd, the second letter 
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2. 

could be ,.nt as an agenda or tM cOD!erence to be held with the Bauk, 

he suaeested. 

~r. U~ham urged that the letter as wri tten ba sent today and 

that no lonaor delay was to be tole rat ed. He a aid he was greatl y i nflu­

enced 1n his opinion by the fact t hat the morale of his staff had been 

~•rred by tho l etter of Nov. 2) whi ch t he etaff considered to be more of 

tho t~orising tactics characteristic of the peat 10 years . 

" r. Duffield sun:ested that the Group ed.r bt want to 1!0 over 

t~o l et ter caref\llly with the t echniciana who bad wrl tten it and that 

this r roeedure would consume enouth tiae so that t he l etter would not 

be rudy to &O to the Bank until the Bank had had ample opportunity to 

an,.cr the llov. 2) letter . Vr. Taylor expresaed a s imilar view emphasizing 

h!o des i re to check the letter carefull y. 

A meeting was arrant ad for ):15 p.~. Nov . )0 t o permit the Group 

to dhcuu the proposed lett er with its drafters . 

"r . Delano said t hat be wanted the letter carefully prepared 

becaWie he had received intil>ationa troa the Fed oral Reaerve '3oard that 

l~e !'rc.lsul')' ' s case should be a good one before 1t is laid be tore the 

!lOOtd urder section JO, !lr . Crowley ea1tl he belirred GiaDD1ni was drawing 

collfor l !N1> a feeling that the Fednal fulsorve was not oupporting the 

rest of t he supervisory agencies . 

--- - - -
Dl·ring the llleeting llr. Gaston ~old Ur. Delano that newspspennen 

""nted to see him about the SEC Transa;.erica order . At ~·r • Delano's request 

the Croup exr resaed the opini on t hat the Comptroller answer no questions 

a t out t he Eanlc' s condi tioo and decline to discuss tbe SEC order • 

ESD 
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0~4 -. Mll\ ae .., ......- ot \be oollto..-.o to M bel4 wUh the ...._ 

M oG~Pitt4. 

lb'. 1Jphoa urp4 tbat the loiter ae wrii\.a llo .. , '""" 11114 

\ba\ 110 lOJIIOr 41l.ov - to M tolora\14. • 11&14 be - CI'Mi:IT 1Jitl• 

oDCo4 1.D 11.11 opiAiOJ>. lio' \be t•t U.t U. ..,nle of 11.11 1\atf ba4 Moe 

-4 '111 \be lettor of Joy, 23 which \be 1\atf oou1Uro4 to 111 ..,ro of 

\he tempOrlliDC tecticl eba:tMhrlotic of the paet 10 -roan.1 

lb'. tt..ff1114 II'QCpl\14 tbat the cmn.p ai&ht ...,, to co OYer 

t he litter canf'al)T nth the \ocblo1c181l• who ba4 wriitlll 1i 11114 that 

tb.io procecluro 'lr0Ul.4 con...,.. oDaUgb tiiM 10 that the letter 'lrOUl.d ""'' 

bo roa4J to co to the :BaDlr: ...,.,u the lluk ba4 ba4 ..,1, opportlmiv to 

unn \be Joy, 23 letter. Jllr, ~qlor o:cproool4 a 11a1lar Yin ~iii..Dc 

11.11 dooiro to cbecll: the letter carof'al)T. 

A MltiDC .... arruco4 tor 3tlD p.a. IOY. 30 to poroit the Orol!p 

to 41.., .. the propoo14 letter nth 1b drattoro. 

llr. Delao 1aid 'bat he -t•4 the lo\twr canf'allt proparod 

bec&~o be ba4 roce1n4 intiiMUou fro~~ the h41ral .... ..,. :8oar4 \!Ia\ 

tba ~·· - elloiU4 be a coo4 ou llatoro it 11 laid batoro the 

:Boord 1UI4or -UOJl 31). lllr. Crowlq 1&16 be 11elieYI4 CH P"'
0

' .,.. dra1llc 

coaofort t~ a foeliDc tbai the hdoral .... ..,. _. ""'' eapporti..DC the 

rut of the wporYiiOrT II(IDOill• 

-- ----
lli:lriDC the _,iDe Jllr, Oaatoll tol4 Jllr. lltl- tbat wnpiPO­

...,.te4 to ••• h1a aliCI'tlt the IE !freU-r1ca ordor. .ti lllr. DtJ.aDO'• roque\ 

the OTOQp ....,..,114 the opiAiOJl that the c.ptroller auftr 1lO qlllltiou 

aliOllt tbe :aa.•a ooD41Uoa u4 4oclial to 41-• the 110 ordor. 

IS1I 
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!'.allk or Acerleo llot1onal 'l'na' 

and ~av1n6e Aeeodatl.• 
, .., r ranc leoo, Call!ornla. 

o.n tlU!OI' I 

2"16 

<:lth turt.bor rero.-oo t o tho let ter etan..s b7 1n4h!.dual 

dU ecto ra ot :rour blllk Wider date ot Ootober 11, 111~8, wbloh bu 

heratoto" bHn aom.lodcodt I ban oaretulb rnlow4 u d etll41ed 

the 1nfonat1on at ba114 Nla lila to \he aaUYlUN onppct 1n, 

.. tbocl. • plo:rod m4 reou1t1 obia1ne4 bJ 70W' .anaa-t an4 BMI'4 

of u "cto re ooror t ho J'aat • ••oral :r-an. 'l'bat t horo ha l boon e 

rauuro to oooporato wlth t h la ortloa 1n eoi'I'Ootlna erltlolau 1a 

• PlJ tY14eDOe4 bJ tho r aot that ~ho , ... s oneral or l tlol ... are 

!011114 1n " 'oh euoooaalYI N~rt oonrl ng that period. 

Tho t 1a1 baa arrl•e4 1lba an 11114oratan41n~ botweon tbe 

!lank ancl t hh o!tloo _., bo I'M~ tor I auure :rou tbat oon­

t lnued fa lllll'o t o oorNot o xtatlng woa knuaee ODd 41aoontlnuo lln­

IOWld and unaoto p raotlooa wlll not 10 unoballeao..s. 

'rhe ortl oo lnter or Sopt•bor u, lN8 outllne4 tha 

moll:r unnthtaotol')' oapltal a nc1 a11ot oon4lt1on fl:rour bank. 

Tb.U two-t old nalme11 11 .anl!oatlr attrlbutablo t o auab unaato 

an.S WliiOIIIId polldoa ao (a) rot'ual or -a-t u4 411'eotorato 

to l'rankl7 reoojp\101 a111t problo• ln gonoral, (b ) failure, l! 

not reruul, t o e ntoroo anc1 ll~14ate lopll)' and aorall)' blll41n& 

obl l,.ation~ of. Trann..rloa CoJ"perat1on end allle4 lntereah, (o ) 

roNal. to retaln a aubotanUal porUOD ot 11mlnga to create ade­

quate "•onoa and oo~' un4or-eapltallaathe, (d) poralatont 

C:talince wl th 1'J'ana ... rloa CoJOPeNt1on u 4 allle4 lntere~to ln 

~t;,et thar: oo"•enUonal and. aeoopte4 Mtbod• •Pl~e4 ln 4ealln&o 

rlth ot her ollenta or tho bank, (o) retuaal t o -"• M4 keop tho 

be.~k 1nd~Pmdent or l'lthol' than ollbeo"lont to the lntlnotl an4 

tzpane lon ombltlone ot Trano ... rloa Cor~ratlon. 

ltb tho •1 .. ot ola1'1t)'lns \bo la~uoo, 1t 11 do-d a d­

•1ubl e at \hll t lao h outllne brh t l :r annal .. jor UD0-.4 

~ol1c1ea and preoU.ooo cieb ba'fo rooult ld ln tbo preeon\ ol'lt1-

c1ud oon41'Soll• 
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.... IAell:r . .. u ............ at 1111 ............ at • ,...,, 
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(1) ~ ........ at u., ... , ... at ....... 

tttt .................... -- ..w ... 
1 .... 11M ........ ,..,. ............ 
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,_ ~ ....... u. lMt ....... ., ·-·-··· ~ ..... 
~ ... 111.000).,.... ..... ~ ,...rtt tw .. - ....... 
-,..,~IT .......... it i.e 41 _. *' ~~ __::-.~ u. 

• )'ear ~ .... -' ..- , .. , tlloe"" ·~- .. -, -

• 
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Ae fll -. -. ,.,, t1oe eoeAI fll tile •u In O.,U.1LMio 
u w ll u lu UUU&tU.e _. '*-- 'r ... fl Uo OWpu• 
.... 'll1ll& ..... Oll el tile .... fll tile ' 'I rtm c:eui*'f'1
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ll- .. , ... ft Ia OWUS USW U 010 • I tPI .. 

Regraded Unclassified



223 

-·-
..w•tl•l UablU'J la .- NIIM1e& '*- Ut>4~ .al• of._. 
..,.u. » llll6lpla or t1oe u !led Of'Ma t o ,...... oo ,_, ._1 c:ur 
llil7'k ·~·• <11 .. 1- n .. , tll&t , .,. .-.. .. oou -.. ,,.. ..-. .. 
Ill.) a1o! ,_,. that toii&N 11 M UMilltl11a ,..._ 011 t M JU' et 
lM T,.o- rloa c..,.. ... u-. t he _,.. or t ho 'IIMk ~ Uxit .. 
W t !IO rloek M t\llll)o MU U Wll U t he ~tl\1-1 ....... pleqM 

" ..... ,.. tho ........ 0 eptt-

c. JlllT 14. lilY, &llltllow .. JIIF' \ -. .... -a,, t ile 
..-nn..u .. or tllo •u_.,l.,. ot .,. ..,.,._., r.u-1 r.1_. c:­
"" u .. tOif' ~' of \he O.pltal C fllf 1lo pw I M _..' Mac 
,..-.... lt ur ,. .. 1a a.-s... n \ II& ..-1 aotato wuwat "»' 
t••• .-,..-,, t ho bllnlt wU l a.nw til&\ 1..., -.. ... toll& .. f'lllllllte 

• u.&J l -.ltl1 eo.pora\iea ll ~ _. bJ' t lw Dalllt, ........ lt 
t!IO -uu\1 lied,_, .... U \lllf - prlar to Jla17 U, lt!T, the 

riot ot lMI -1t ..... Me --- - t ile O.,Ual ....,,., *1M 11 
ot.oUJ -.-.1 lly t ho f-rin eorp.raun. 

lllw.t.....,. \he .. tift -.:t Mft 11.- tor tho ,. .. ,~ ot 
\hi a.tl tl.n of tho ,.,..,...,.1M 'orporat l.oa lJI Jll1)o, lNY, lt 1"11Ul\at 

Ia ( l l .... u..u_. t llo .......... wtn i:ol'pol'llt"" ,._ l lablll'J """ rlak ot 
1•• bofo1'9 lt •1nr1 uMt It;: ot toll& bank •"'* to l t l -..-u.n. 
&D4 (Z) plulJI& tM l'ia et lna .. tloe la:lll ot --. 

----------
n 11 tho '\'!"' ratller """' t he Ia""' ot t he '- '111\loll n . .. 

u. ~vt,. or tho o.ptPel· , ,., n 1a bla t"'r w 1a11n 11po11 tM .. ,...... 

\loo ot ~1- or 001141Uou w -leh 'llaSAto unpted ... ,...... ...,. 

blolt1o& pri -olpl•• • ~ or aot \ 11&1 delato till 1ottor ot till 
,,..~. fhla l a .epealalq - 1a t ile - of 11M ...,. at ~ 
IIOauae ot lh aha an<! \!!a .. -1- of ito tlolt of ""'­
YIIO...tere, h 11 tt.....a t'll.lr ant appr~JIO'la\o to """"'" ,.av \llat i t al&ll 
be tile ..,. .. rlfll: ala ud ,....,... or tb!• etnn to ......tltl lJ eorv\lalMt 

lo AU ,....w.on .... .nt- -· llaft .-.lW w *1-
lllf' -tt 1a --·~tho .,ita\ ··-,....._ 1IIJ' .. 
ot ...,...itlat tt....._... \lie • ; un'-l - at tM oratlt 
t'll.a1UUoo ot tho baC -.. - t rillwtlau to, ar h IWi;:l­
- at o11U 1,nt.>a of , al.Uo<l er .,..1&1 ~ 
a. fila...,._,.,_ then tllo ,..,.. or all -'hecla 
-.,a.,..s 111 -••""' ~ . , arl tielaod ... 1U_, ,....1_ ., ,.ua1-
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m :p m!!IU!!f• / 

1'bo Ccap~roller1 a luTan wbo :.a 'Me wolkU, oa the 

10-oollocl letter ol ..n1lll to tha 1111111< ot .._riO& tol4 • t.._ 1a 

11r. Jbl4T'• oltillo i~ t:tov 414 110\ tlli* tbat the !rMft1y baa a -

lll&iUt tlwl 1111111< 'IID4or .. ouoa 30. !be latter wll1oh t:tov w lll'1ttc 

0114 to which a to.-1 'Al'll1Dc :pencnph bad ltooa a4M4 ... 4ntto4 Mn~ 

u a latter of ori\illt.. u4 110t u a letter ol -.nWic 1a the lepl aouo, 

tlwiT ta14. 

I told ~!Ma I tllaueht ft W a Gooo IUI4 'all4or qaeaUoll1DC 

tlwiT co_,.cl that ~lllv •r•l4 acroe to ltooiDC a ouo .,. (1) the 41w14a4 

poUo;r, (3) the 1'Ml oatMo J'DC&liDC ol the lll* u4 po .. i\}7 (:S) the 

lorga e:x\tDtiO'A Gf GJ'Odlt to '""'-t'lO& 'b7 the JaD1<. PoilltiDC cnat tha 

4oo1t1on of tho Jaak1DC Q.,oap to procoo4, oo 414 tho a:l, on ~he ltoo1o 

of tbooo chalpa ot •h1oh w an are, I vp4 that the propooo4 WWil1DC 

latter 'Itt o41to4 4oa to ~hooo oboqoa u4 uat. !boil' oliJocUoa to thia 

"""oaUon wu that tlllv ,...torro4 to "-"lop tho 'll>olo Guo 1utoa4 Gf 

ol>l;r porta ot lt, 

llu1DC., u-a tr. tho rooa to attc4 0110\har GoatonMo 

tlwl law;ran IUI4 loa* ~-r proant U..14ocl to """" h tha I.,....IIC 

Orw:p that the lo~tar 4ntto4 'all4or Mr. ~~ 41not1Gn u4 aoat to 7ft 

b7 b1a IIOt M Uo4 U the l atter of .-raiiiC• lattoad the 1a4Tara U..14o4 

to wr1h a - let tor of ......u., 1luocl "" a liO-pllca 4otailo4 clratt• ,,._ 
Porod '117 two ot the ua1Mra a4 - of tho la117ara. fhia pi'OOo411n tlllv 

•a14 lli&ht hlto ,...., or tllroe ,..., I o11Jaoto4 to the proapocU•• 4olat' 

on4 1014 I 11opo4 t:tov '1101114 tt7 to G.-pleto t• or tllroe '111& ollu'pa qll10ltl7. 

fho nolo •Uor will co lloton the '11-*1111 ,..... IS]) 
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'1'» followiDC penono met. in llr. Bueo• office to 

diiCUII a lottor of wan>illg to t»- of· AIInioa, 1.'1'. & S • .L , 

Ranlo, 'hl)'lor, Ollipbant, Delano, tJpboa, Do.ffield, lolq, Bobertoon, 

X&Do, I!Qlronq, lo}Cer, ..,d Smith of t» !N&II\U'7. and Crowlq and 

Jonu of ~» r. D. I.e. 
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llr. Oliphant ' .aid tll&t tll& lottu of warnlDt; propoood 

bT Mr. 11!>hem 'lll>dor tll& date of JloYel>er 28t h wao not one for which he 

rould l ll<e to teko r.oponoil>ilit)'. lie oaid that be W&Dted to otart 

w1 tb a 1110ro complete letter worlced out 'bT t ll& 'bank u•inor and one 

lall)'er and to teko from it those portione of whioh ll& could l>o certain. 

Such a procdure ll& oaid would teko two weeko or 110re. 

llr. Delano agrMd with llr. Oliphant ..,d added that 

the letter of warni~~g ohould l>o prepared in final . fons u ooon u 

poul'ble and obonld 'be ,...,. e-late. 

llr. Bo'bertoon of tll& Oeneral C"""'el '• oftlce laid 

that be tbou&ht tbe letter propooed 'bT llr. tJp- obonld be oent not 

•• a letter of warn111g, 'bllt ao .., 1llter1a letter to ..,,.,.r tll& rep~ 

ot the l!&Dlc Mde on October lUh. 

llr. Do.tfie1d objected to t» oeod1QC of tbe letter 

oe;rioc be tbo"Cht u wu .., l»adequato rep~ to tll& ll&Dk'• October 11th 

letter and that tbe Lecal DeparWent obciUld not tekl t be ti.M to aekl 

I t adequat e, 'bllt obonld proceed with wol1t on tbe letter of warninC· 

Xr . :Polq oaid be tboa&ht t be letter obonld not be oont. 

Regraded Unclassified
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11r. U,- 11&14 be etroacl.r tanN4 _.,'IC \be leUer, 

Ill'· !laM• oal4 be tbolleht it ehnl4 p , - llr. !lf'lor 11&14 be tbncllt 

wbotbor U ,.. , .. , or 110\ ...sa 11\\le 4lttereDOe. 

llr. Dtluo, aUbnch 81f'1DC \bat ba prelerre4 aot to 

cootv.oo tboo 1uue with too -... lethra, 11&14 the\ boo wval4 •114 tile 

leHor propooo4 'o1 Ill'. 1JP- u aa 1ateria lo\\or 1t the\ .. the nue 

of tbl C1'0Q. aD4 1L the Lecal D1Y1e1oa ....... 4 hill \het t here .. 

uoth111C lD tboo letter which 1100.14 pre,ta41oe \he eeD41Joc ot a weraiJ1c 

letter u tor. Ill'. Oliph&Dt 11&14 tile Lecal D1Y111oo wval4 'be cl&4 to 

co o .. r tboo l etter with th1e po!.Dt in a1D4, to tell lb'. Dtluo whether 

t ile letter woul4 ~er later actioa aD4 t o lea .... with h1a the .. tter 

of wbetbor t boo let,ter ehoul4 'be .... ,, 

lSD 
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m msmmms 

nloi\t flmH\oa 1Jifol'IM4 .. \1111 110n>1Jic "'-'· al\IJnP 

t.- 1o tbe 4M411M for aplraUoa of \~ ,..__rloa •-'lac penU 

for ita 'balll< 1\oelr:l, \be BoeN of Gorrenon plaM "' Ubi ao eoUoa 

pti>41Dc word frao t~ CONt. I &lllcl4 ll1aJ 

1!11a falbon of \~ 0011'1 ... to 110til)' TOll d COIIIPliaiiiM 

lloto aot .. .., t~t TOll will eo\ apilll\ U t• 

• rwpl!M t~t t~ :BoeN would aot aot _,u u ba4 

a report fl'O!I \be llaa l'ro.D41ooo ro11"1 llaDk, wlll.oh W 'btea iutnct1d 

to uctrt&ill wbetber ~rloa ba4 0011'11•4. lll4 thld; att1r ~i:ac 

fro. Sen lhDcloco the :BoeN would heft to pall oa tbe .. rlto of tbe 

•-· In other worda, HYiral weka will Pall 'b1foro ...,thi:ac ooaolulift 

11 4oz:ae. 

!he 11&11 Stroot JOilrJI&l t ll11 110raias carrlo1 a 'brief 

P&l'OCZ'IIPh ~ '~' J, 11. ~t, proliM~>t of ~rloa, -14 

oalti of the Oa.poq'll illtorott ia --rlca Blair CCrJ>•I 1f the &all 

h 'ball& fl .. U would help the aa.p&IV' _, the roqui..-oat tor aontlai&Uoa 

of ito YOU:ac pend\. !he ,_ of t~ purah&Mr waa aot c1fta. 

DD 
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llonaber 29, 1938 

to: 'l'ho Sec•eto.rT 

Prom: l.lr. Bane• 

Lut nlcbt Bill llouClaa cal.lo<l •• OD tho tolophono u4 tol4 M 

that bt hod neelnd clW'Ill8 t he a!ton>ooD a Cllll f•o• lluriDer lcclu, 

wbo told hi m that ho bad Juot rotW'no<l from 'rara Sprlll80• llur!Dor 

told Bill Douglaa that the Preoldont had aokecl tor lnfor.atloD an4 

hh opinion on the 'l!ranouerlca orclor houod 1>7 tho SIC, ID roapon11 

to tho Prulclont '• quoatlon, llurlur to lei Bill that bo luo4 aalcl that 
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he tbo""'t tbe orclar ••• butllT clr....,, hac! DOt boan thor~ thoucbt 

out, that I t was llkol7 to cauae a ~eat clloturbanca oD tho Pacific 
eo .. t and that he, ll....,.lner. -o nry much upaot ,. t ho whole p•ocaclun. 

He told t ho Prealdont that be hac! not known about tho orclar and that 

the SJ:O 11M n.ot conouHocl wl tb bllo, Bill llo\l&lu .,.. nrr 411~ and 
!eH that ll&rrlnar bacl done tha Co-.!111on a CJ'O&t lnJuttlco, an4 tolcl 

hilt 10 o••• tho tolophou. 

Bill Douglao oalcl t hat he wanted to acquaint uo with tb!a fact 

boc•uoe ll&rrlnor hac! alto de6lt nr:r critically with the 'l!roaoury and 
with tho Cocptrollor '• office about tho manner In wb!ch they hod 

ha.•dl•~ tho 'reat Coaot oltuatloD. Bill ukocl M to trano•lt tb!a ln­

fo,....tlon t o you In tbo hope that tho IIIC an4 \be 'l!reaiW'J would atral&htoD 

the BAtter out In t bo allld of t bo Proolclut ao Jill waa uncltr tha la­

preoolon that the Prooldont hac! beeD upaet 1>7 Karrlnar. I tboU«ht It 
eight be o4vioable tor 7011 to call lllll and hAve b!a toll you the fllll 

det&!h or bla converoa tlon wl th llarrlner. 
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.... ,_ JO, 19)1 

!OI 

I ha•o Ju' talbt wltll ,_ "-• • W Jut tlahha4 \al.ldac 

nth 'ha S\am.r4 OU people ill ro. t~ ltaa4ar4 011 azul .AacJ.o -.rl""" 

preftrro4 otoct. Ito oa14 ~' \ho 1\aDdard. on azul tho nohhhec:!rero 

!wl •• , rot roached ... au-... '· ~t thoro ... a 4J.tfortlleo ot opia1o• 

botwtOO tboa\alld that llorti.Mr notobhtelrtT .... ted to COlli OD to 000 

b1a (Joneo) . Joooo JoDOt 11011J.d 110\ conoaot to llorUaor nohhbaelror 

coai"' hero , lN' told Ilia ~t llo ae FlJIC to proceed at onco azul 

wanted 'ho Standard 011 azul tho J'lolohbaelroro to co' l!lto ocr•--' 

at 'ho OIU'lltot poool'blo ao•11t. Ba oaid ho oaw nc rouon 11111 hio cr011p 

could not orr in at a 4oehlo11 azul ctn ue .... lntoi'Mtlon 'b7 ncoa. 

t-rrow. Clollo Duttlald &114 l wlll follow Wo \broach ,..,rrow. 
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.. Ynber M, 1111 

fOil !U SJQ!II'l'.ARY I 

!he tollowi.DC per~ona Mt 1D llr. Bane a 1 ottloe '-

41101111 a lener of warD111& to the Banlt ot £aerloa, I.! .A I .A., 

BaD••· fqlor, OllpbeDt, Delano, Upbaa, Dlltt1el4, roler, llobe~aon, 

we, llulroner, rolger, and .. Uh ot the fi'I&IUI')', 1114 Clrolder &114 

Jonea ot the r.D.I. C. 

llr. Oliphant ea14 that the liner ot warni.DC propo .. d 

bJ Hr. l1pbP under t he date ot Hon•ber 28t h wae not one ~or 11b1oh 

he would like to take reeponl1b11U7. He ea14 that he wanted t o 

start with a 110re ooiiJ)llte letter worked out b7 the bank exaa1Der 

and one laW)'er and to take tro• 1\ tboee pori1one ot 11b1ch be 

could be certaln. 8uch a procedure be ea1d would take two we eke 

or 1110re. 

llr. Delano qreed with Xr. Ollpb&Dt and edded that the 

letter ot Wal'lli.DC ehould be prepared 1n t1nal to ... ae eoon ae 

pou1ble and ehoul4 be nrr oo•plete. 

llr. Robert eon ot the Genera1 OoW11el 1e ott1oe ea1d 

that he thought the leUer propoeed b7 Mr. 11ph.u ebould be eent 

not aa a letter ot warn1.ng, but ae an 1ntera letter to anewer 

the repl;r ot the 8anlt IU4e on October 11th. 

Mr. Dutt1el4 obJected to the eeo41DS of t he letter 

IIJ1ug he thcugM u wae an 1n&deqaate HPl7 to the II&Dk'e 

Ootober llt h letter &114 that the Lec&l DepartMnt ebould not 

take the t1H to ll&ke u adequate , but ehould procee4 with 

wort on the letter of warn1DC. Ill' . roter 1&14 be thoiiPt U. 

leUer ehoul4 not be aent . 
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Jr. 1Jpbaa A14 be &tl'OIIIlJ' fa'I'O~ ae1141Dc the leUer, 

llr. Ban•• ea1d be tbougbt U abould 10, and Ill'. 'fa7lor aa1d 1111 

thought vtletber U wu Maf or IICJl. lll4e little 41ftereaoe. 

111-. Delano, althOugh aa11aa tba' be preferred not to 

oontull t be 1uue wUil 'oo 11&111 letter a, Aid 'bat be wollld IMJI4 

the letter propo~e4 by Mr. Upbaa ae an interia letter it that 

vat the sens e of the group, and it the Legal Division ae.ured hia 

thAt there vae nothing 1n the letter wioh would preJudioe tllll 

sendi ng ot a warning letter later. Mr. Oliphant eaid the Legal 

D1T1t1on would be glad to go OTer the letter with thil poi nt i n 

mind, to tell Mr. Delano wether the letter would ~r later 

action and to l eaTI with bia the ~~~&tter of Wither the letter 

ahould be eent. 

UD 

· . 
• 
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