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RB BAn OP AIIBRIC.l DIVBSTIGA'fiOM BoY-bel' 21 , l~sg, 
111~ a ••• 

Preaenta 

B, l\,Jra 

Delano a 

H.K. Jra 

Delano: 

B, lt,Jrl 

DelanO I 

H. I4 . Jra 

Delano a 

H, II , JI'I 

Delano a 

llr. Pole7 
llr. T1etjena 
llr. Delano 
llr. Upbaa 
llr. Ranee 

The purpose ot this little gathering ie , Ranee 
atarted to tell me tidbit& ot ~r. Giannini goee 
to Wallhington. • I wonder it 70u could give me a 
chronological atoey of what happened, aa far aa 
70U know. 

Well, we have got a running atocy written and I 
think it Jdght be pre te rable just to - I don 't 
think it would take too long. 

Would ,.ou read itt 

I lllight add that in a ddition to this we have got 
a transcript ot exaotl7 wha t took place . 

Eveey time? 

Eveey time except Where Mr. Pole7 and these people 
dieeuaaed the technical queat1one , We have a running 
memo on that but this ie supposed to be the whole 
thing. 

And rou can give me a OOP7 ot it! 

Yea, we are preparing a book on the whole tiling. 

What d1d Jlr. Giannini ea7 when 70u had a stenographer 
preeentf 

The onl7 COB!Ient the7 •de was that the7 wanted a 
oop7 ot the transcript and wa told thaD we would 
be Yeey h apw to gi Ye th• one. 

The tiret meeting •• held on ThuredaJ, November 16, 
1939. It wae attended b7 the Giannini• and llr. Collins. 
Jlr. Ranee came in 1n the middle ot the meeting and 
had to leave for a press conference and then came 
back, eo he had kind ot a dhjointed attendance. The 
reet ot ue were there, the Comptroller's ottice, 
and the legal department wae represented b7 lir. Folei 
and Mr. T1etjena. 117 ottice wae represented b7 myae f, 
llr. Jlulrone7 and llr. Folger. 
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•'lhe t1ret point dhou.ued gNW out or a atat-t 
-de by the v1e1t1ng repre18ntat1v .. or the baDk 
to the effect that the Bank or uerioa B.T. & S.A. 
deaired a eection 30 c i tation to clear the air. 
llr. L. M. Giann1n1 stated that our continual letter• 
baraeeed the bank and were resulting 1n eome loaa 
or blelnee&J tb.et they were not eathtied with the 
die1ntereetedneae or our examiner and questioned 
the tairnee e of our examinationeJ that they wanted 
the lll&tter reviewed by the Federal ReeeMe Board 
at once. 'lhey practically aaked tor a ci tation. 
Mr. L. 14 . G1ann1ni sa.id that that -s the reaaon 
why he bad forwarded a requeat tor an 1nt'omal re­
view by the Federal Reserve Board and the Federal 
Deposit Ineurance Corporation so that they could 
athty their director& with an independent uamina­
tion wh.ioh they cou.ld present ae a reblttal or the 
Comptroller 1 a t 1nd1ngs. Be c1 ted particularly u 
oue reaeon why they could not eeoure a disinterested 
examination the tact that Enm1ner 14cLean was indebted 
to their btUik 1n the eum or $10, 000, • 

How much! 

$10 , 000. 

Did YOU know tba tf 

No, I didn't, We d1dn 1 t &nJ or ue know it and when 
llr. McLean -• eent into the Bank I aeked if there 
- • any reaeon why he ehouldn 1 t examine this · Bank. 
'!hey sai d there -s no reaeon. 

In passing, m&J I ask whether anJ other examiner• 
owe any other banket I juet thougllt that would be 
the first rule and r egulation of a blink eX&IIIiner , 
that he ahouldn't owe the bank a dollar. I will 
go turther, that the whole organi zation or the 
CoiiiPtroller of the Currency ehOilld be tree or debt 
t o a national bank, 

I think that 1a rigllt. 

In paealng, let 1 a check up. 

Yea , we will . 

I ehould say that would be Rule 1 . 
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li, M.Jrr 

Delanor 
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Upbaal 

li,M,Jrr 
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I a*ed h1a how th1a thing - about aDd be add 
1t o- about thrcJu8b a aerger or oonaolldat1oo 
ot the ~ With 1a.e other bank. Be owed thia 
other baJ*: -De)' aDd the)' took o••r that bank and 
be owed that bank tlo, ooo. 

3 

But the Seoretar)''a queat1on goea deeper than that, 
u I UD4eretan4. 

lie borrowed the 1110ne7 from the state bank, mioh 
later beellllle a national bank, 

I would ••7 &n)'bod)' oonnected With the office or the 
CoiiPtroller or the QuorenoJ abould not be 111 debt 
to a nat.1ooal bank, I would aa)' that would be 
Rule 1. • 

Sure, 

'l'hat 1a right. Jlr, Upbala aight explain a po111t oo 
tlat, beoawse we dhou .. ed 1t, I tb.1nlt he explained 
to me thllt, or oouree, it 1a illegal tor a nat10D&l 
bank •~iner to owe a national bank, to lllllke a loan 
trolll a national bank, but tbie waa not an illegal 
l;raneaat1on 111 that the llllln borrowed .t'rom a state 
bank. 

But that would be equivalent, 

Atter he owed to the bank, he o\lght not to exaaioe 1t. 

'lhere 1a no doubt 111 our a111da about that. 

I think it 1e d•aned unfortunate. 

Yea, I think Mr. lloLean • • ,. 

Wbo picked Mr. McLean to do that Jobt 

'Die <2a1et Fv-'ner 1n San Pranohco, Jlr, Wright. 

Well, it it waa ae, I would tire the two ot thea, 
Bitt go ahead. 'lhb conatantl)' f1!ttin8 me 111 thh 
talae 1lgbt 1a terrible. I don t like it. It ia 
terrible. It aake1 a 4aaD tool out ot the whole 
Treaaul')' to ban a tallow e:ua1nin8 the bank that 
owea •10,000. It Juat aakea a dean tool ot all ot 
ws. It Jwst g1••• 01.&Mtn1 another th1Dg to harp 
on. Be baa got to OOIDil an4 tell ua that th1a 

• 
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H. M. Jr1 

Delano I 

H.ll. Jrl 

Delano1 

Delano ! 
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fellow doea owe him. I thJ.nlt it 111 awful. I tbidt 
i t 1a pretty lax •~where. 

"llr. Gi annini stated that llr. llcLean is pa71D& 
11111&11 -nthly 11\11118 on it and they had, in the 
past , pressed him for collection." 

Incidentally, that could no more happen in tbe 
office of the Inte1mal Revenue that a man woul d 
go to examine a bank or individual to whom be 
waa indebted - 1t juat oouldn1 t happen. I strai ght­
ened all tba t out tbe f1rat da7 I CUle here. 

It waa certainly- it won't happen in the future . 

It juat couldn 1 t happen, not 1n Inte~l Revenue, 
that a fellow could go into the XYZ Corporation, 
to whom he owed mone7 or was under &DJ obligation. 

We certainly regret it s1neerelJ. 

You don 1 t regret it half aa lllllch a a I do . 

"The office of the Comptroller ia investigating 
this aspect of the situation. It is understood 
here that llr. McLean ' s loan waa tor -ney borrowed 
from a state bank in 1928. That state bank waa 
later taken over by a national bank which ~ •as in 
turn absorbed by the Giannini interests. 

"The second question diacv.aaed was the ar~nt that 
occurred over whether the Dec ember -arandum was 
a contract, the point being made bJ the llessra. 
Giannini that 1t was an agreaent 11h1eh bound both 
parties, and by this otr1ce that it waa a unilateral 
understanding and tbat the Comptroller bad no right ;, 
or power to bind blmaelt to &nJ future course of 
action. 

"The third subjeot ot discussion arose trom the 
contention that the vieiting representatives ot 
the bank were not clear aa to just what the Comp­
troller actually wanted aa a program for correc­
tions . The Jlesers. Giannini stated there was 
doubt 1n the1r ainda; that in spite of our DI&DJ 
letters of critic1em and our letters ot wamlng 
there still remained cloud)' iaauee which the7 
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wanted to clear up. It wae agreed tbat Mr. L. M. 
Oiann.in.i, Mr. Ooll1ne, Mr. Folger, Mr. Wright 
&Dd our attorne;ra ahould hold a .. etiag, tbat 
those pointe should again be d1ecuued and it 
should be made clear to the representatives or the 
bank juat what the Comptroller ' • office required. 

•0n 'lhureda;r afternoon and Frida;r morning there 
wae discussed the critiolams made in the report 
or examination and the letters baaed thereon, alao 
the various lettere or the Comptroller . There waa 
no agree~~~ent on &nJ or the iasues but the ground 
was thoroughly canvassed and the representative• 
ot the bank were expl.icitl;r informed as to wbat 
correctiona the Comptroller desired ahould be made. 
The pointe covered included! dividend pol1c;r, 
increase or capital, charging off ot leases, self­
i nsurance tund, Transaaerica lerge line, A. o. 
Stewart large line , Transamerica Corporation ex­
ceesive line, National Cit;r Bank stock, Capital 
Compan;r and California X..nda, Inc. contracts, 
~rchanta National Realty Compan;r , real estate 
loans and other minor nattera. 

•At this meeting, when preased for a commitment as 
to whether all criticiama had been made clear to 
them, Mr . L. M. Giannini etated that , in regard 
to the eo- ca1led violations of law, he understood 
what the issues were but it waa not clear aa to 
wba t the reasoning was behind the Comptroller 1 a 
poaition. In other worda, be a&Utted that the 
criticiama had bean presented but be wanted to ait 
down with the legal department and diacusa the 
validity or the legal position. Mr. Tietjena and 
Mr. Sherbondf stated the;r would be gled to die­
cues these matter. infol'lll&l.l7 although tb.e;r saw 
nothing to be gained b7 such a debate. It was 
later agreed between Mr• Tietjena and llr. L. •· 
Giannini that such a conference would be truitleu 
and the idea waa abandoned. 

"At the Saturda;r meeting there waa a review, point 
b;r point, of the main items or criticism. The 
COmptroller requested the bank'• ofticiala to 
advise him as to their program on each 1 tem • 

• 

5 
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•0eoerall:r apeald.Jig, •• to d1't'ideDda, the NpN­
eentativea of the bank were uaw1111ftg to make &DJ 
cOIIIlli~t other than a etate..nt that the dividend 
to ~ declared 1n llarch would be considered a t that 
time on the b ... b or the eam1nga of the bank. 'lhe:r 
pointed out that they had alread:r advieed Mr. Wr~t 
that divi dendayaid to Traneamerica COrporation 
consti tuted 4~ ot the total dividend and that thil 
42% or the total dividend would be 1lllpounded and 
applied either to a reduction or the Traneamerica 
large line or to the purchase of additional oo­
stoclc ot the bank , thus increasing the capit al 
structure b:r that amount, 'lhe:r tllrther s tated 
that 'l'ranslllllerica COrporation would leave the 
decision aa to the disposal of these funds to the 
COmptroller of the CUl'rency. '!hero 1a now 1n wch 
a tund something over $800, 000 representing Trana­
lllllerica '• share of tha latest dividend disbursement. 
The )(essrs . Giannini stated that Transamerica would 
carry forward th1a pollo:r 1ndot1nitel:r, and Mr. A. p , 
Giannini atated that he would guarantee it througll 
1940. The;y also stated that regardless or an:r sale 
or a tock of tho bank now owned by Tranalllllerica, the 
Corporation would guarantee to place into the fund 
at least the amount now received by the Corporation 
in the tom of d1 vidends tram the bank," 

These fellows just can't think straight. 'l'he:r can ' t 
do a direct thing in a direct· - Y· Tbey have al-:re 
got to have a aubtertuge. Nothing ever str1kss 
them better than their me thod of setting up a fund 
and eo on. 'lhey just can' t think the way a normal , 
hone at person would tb1nk, They have al-:rs got to 
think of a subterfuge. 

•rr the tunda or Transamerica were used 1n this 
manner tor the purchase of the stock it would, 1n 
the opinion or our starr , be tantamount to a 
reduction of 4~ 1n the dividend. • 

Instead of reducing their dividend, the:r want to 
pa:r the Translllllerica and get it back instead or 
simply sa:r1ng, "We will reduce the dividend, " which 
11 nonully the bua1neae- l1ke _,. ot doing, but no, 
they have got to do it 1n a phoney way, 

'!'bat is right. 
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'ftM BaDk 1 a repreaenta­
w1ll1ng to 1noreaae 

the oommon capital of the bank durin« 1940 1n tM 
awa of 20 to 25 lllllliona, and without recour .. to 
the RPC. Aa to detalla , the7 would 1noreaae it b7 
10 mlllions in April and 10 mllliona 1n August , 
doing it aeriall7, 

? 

• As to loa seu 'Dle onl7 108181 which the bank • a 
orricers are unw1111na to write ott 1n toto at 
thh time h the $9,~00 ,000 on banklna premlaea. 
'l'bere was considerable discuaaion at this point 
aa to the presentation b7 Mr. Giannini of appraleals 
on these properties .. de b7 the American Appraisal 
Compan7. '!'he Comptroller stated that tbeae apprais­
al a would be considered aa n- ertdence and that 
the7 mould be subllllt ted through the proper channele, 
The Keaara . Giannini stated the7 would be willing 
to conaider an acceleration of depreciation on 
banking premlsea 1n lieu or an i.aMdiate write ott 
ot the entire amount. The figure of $150, 000 per 
110nth was mentioned by llr. L. 11. G1ann1ni, • 

It should be explained that that 1a a pretty small 
increase over the amount that is mentioned normally . 

"In r~rd to the eelf-1nsurance fund i llr, L . )(, 
Giann took the position that he bid no legal wa7 
to recover the mone7 paid to Tranaamerica General 
aa premiums tor protection. Ths bank strongl7 
argues that this is a proper transaction, perteotl7 
legal, and that no right exists to require ita 
return. 

se items would proceed 1n 
about the same manner and to about the same propor­
tionate extent aa baa obtained during this year. 

~ to real eatate loanaa The balk w1ll .cont1Due to 
e strenuous e??orta to remve tro• ita portfol io 

the real estate loeDs which do not oontorwa. 
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"At the conclusion or the d1acuaa1on Qll Saturday, 
U.r, A. P. G1arm1ni stated that i f there wae any 
prospect or getting together on this basis, which 
bad Just b een outlined b)' himeelf and lair. L . M. 
Giannini , th87 would cancol an appointment which 
thST had with f ive members or the Federal Reaerve 
Board to review t h is matter on Monday, November 20. 
He fUrther stated that i f it wae 1mpoeeible tor an 
understanding to be reached here, they intended to 
go forward with their plane to d1acuee the matter 
wi th other age ncies and t o lay the i ssue publicly 
before the country. 

"In conclusi on, and in answer to Mr . Giannini's 
question as to what wae to be the pr ocedure tl'alll 
here, the Comptroller stated that he wished to 
take under consi deration the entire s ituation ae 
it now exiete. Be desi red, h owever , to make it 
emphatically clear that during these conversations 
or the past three d&ye that hie o.rrice had not 
entered into any arrangement or contract or under­
standing. He further stated that he d id not want 
to give anyone the impression t hat an~thing had 
been a oeomplished 1n the way o.f an un erstand!ng , 
but ra ther that the s i tuation remained t he same 
ae i t had been up to the moment, and that i f the 
Bank's repr esenta tives had other people to see or 
other plans bearing on this matter, it was .for 
them to determine what their next step should be. • 

I called up lilr . Giannini this morning and told h1m 
that Yr. Crowley was out or town and that i f be 
required this whole week for diecuas1on and for 
consideration 1n the matter, i .f h e would give me 
a ring TUesday or Wednesday o.f next "eek, we would 
t alk .further on i t. 

Did he see the Fed eral Reserve Board members? 

He is seeing them thi s a fte rnoon, I understand. 

Oh, he is still 1n town? 

Yea , 

I s ee. 

I t alked: to Ur, Cr owley and brought him up to date 

8 
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a4 X.0 11&14 be -u be llaok Mzt Mandai' 81111 be 
will dt 1n with U CID ll.zt IICID4a7 C1D 1tlat. -
.S.4eret.10D we are go1na t.o &l•e th1a t.hln&· 
Bow oan the Pederel R .. el'ft !loard ... t.heae peoplaT 

I wae aoizlg t.o uk Ill'. Delano 1t he d1dll 1t th1Jik 
tbat perbape Jlr. O'arill'n' wae talklllg about other 
thillge With the Pederel R .. el'Ye Board. 

I UDderetand that he hae .. en t1. Ye -.bere or the 
Ped.-ral Reeel'ft Board, aot the &ole Board. ID 
other worda, t.b1e 1e an 1nroN&l. d1aou .. 10D 011 h1a 
part. 

Ie he •*ina tor an exaa1nat10D or the ~ b7 the 
Ped rather thaD the hear1n& •• t.o the -tt•re 1n 
dhpute betwean 7011 and the ~' 

Well now, I don't Jmmr. Row, Jobn Kcltee ealled • 
up and wanted t.o l:la.,. lunch 1f1 th •• toda,-. I don't 
••• 11117 reaaon -.117 I ebouldn' t go to lunch w1 th h1a 
and I •7 t1D4 out then 1110re about th1e. 

Row, Bailee started to t ell me about G1ann1D1, -.ben 
he etarted talking about me and Kre. Rooeenlt aD4 
all that. Ban ,-ou got that! 

You ban that, hann't 70u, 1n that Thureda7 tr&D­
aor1ptt 

I don ' t haYe the 'lhul'eda7 tNDecript. 

Wlu tbat all taken downT 

Ob 7••· 
OlD e~bod7 r-ber lt • I UDderetand troa BaliN 
that the stenographer -• not preeent .men he 
etarted tbat. - ea71n& t.l:lat I -• the r1l'et one tl:lat 
wae reepo~~~~lble.... . 

Th1• wae atter the ••tine broke up. I oaae back 
1n to that &114 •••• 

'l'bere 1e DO treneorlpt. or that , ie there! 
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'ftlere 1a DO t:NnaOl'ipt Of that , 

There 1e one thing I think you o~t to know that 
1e of interest, Wbon Mr. Delano auggeeted that 
tho eXperts get together to dlecuea the different 
poe1t1ona, ho (Kr. Giannini) aald that he wanted 
Ill', Foley to elt ln. Mr. Delano aald that wae all 
right with htm, if Kr, Foley could spare tho ttae. 

10 

I eaid I was too busy but I would designate Tietjone 
to ait in for mo but ho eaid ho wanted mo to do it 
booauao ho had boon told by tho Proeident to eoo me 
about th11 -ttor, I told hla I thought that waa 
very strange bocauao I haYo neYor had any eonvorea­
tiona with tho Proaidont about h1a or tho Bank or 
any of ua and ho hadll 1 t spoken to me or sent 11111 any 
meaaagoa . He said -ybo it waan' t the Proaidont , 
-ybo it wae Pa Watson. On second thought , it might 
bo Frank x~,.. •11o, • he said, •I know who it 
was . It was J1llmy hlaaolf, Ji.mmy epoko to hie 
father and his father told J1Jimy to toll me to eoo 
'JOU when I came to Washington, But I came to the 
Comptroller's office , I didn't come to 70u because 
I thought that was tho proper wa7 to proceed,• 

We have got all that in the transcript. 

What about th1a atut.t that Johnn7 waa tolling me 
about, about m,.self and lire. Roosevelt, that every­
thing was fixed up from tho time ••• • 

I would like to haYO Johnll1 oon.til'll th1a, boeauae 
I waa out of tho ro0111 part of tho time 'llhon llr. Hanoa 
waa talkJ.ng. Ho came back to tho meeting late, attar 
tho mooting had broken \11>, and it was an 1ntonu.l. 
d1eruae1on, My undoratandina of that - I would rather 
have llr, Ranoa toll 70u booauae he probably got all 
of it and I don't think I got all of it . 117 under­
standing was that he aa1d that .. .. 

Tbia ia L. 11, Oiannlni t 

No, I think that 1a tho t wo of them. They said that 
Rogge had gone out to tho Coaet and gone all through · 
tho various booka and como back convinced that thoro 
waen•t any c r1ainal case on any of these -ttere and 
that Rogge out there had told th• that the President 
bad o~cated to the Attorney General to the effect 
that he would like to have this thing all cleared up 
and that all that wae nooeaaar, now waa some face 
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aa Yi.Dg on both ald .. t.nd that it could be adjuated, 
that Rogge bad coM beak then and the Attome7 
General bad called in the TreUur)' officials and 
the SEC for a general d1acueaion of the matter and 
the thing wa s moving along when the Secretary of 
the TreaaUr)' intervened with tho President and told 
him that a lot of laws had been broken hare and 
that tho -ttor was ver,. bad and there shouldn't 
be any cassation, and then the SEC came out with 
this statement, that tho matter was - I am speaking 
purol)' out of memor,. . I would like to have Banas 
confi:n~~ that . 

There 1a one other thing that oame up in that con­
nection. )l.r. Fole7 -ntiona the point about hie 
aa)'ing tlat he was told to aee Foley and then sa)'i.Dg 
later that it was J'--7 that told hia, DOt tho 
President. In that same interchange that took place 
there 1nto~ll7, he said that Pa Watson had called 
h1m up and told h1m to go aee the Attomay General. . 
Now that wae the eamo da7, that waa the Thureda7 
when we were holding thh meeting and it waa the 
Thursday afternoon that they went down to see the 
Attorney General and than the Attorney General on 
Friday made that statement. 

Did you eee them at allt 

.. 

I attended the first meeting on Thursday. I was there 
about an hour. 

Wba t are you going to do about this fellow McLean? 

We hadn't arrived at a detel'lll1nation, M.r. Sacratar,.. 
I feel quite as muCh upset about it as you do. 

bide from anytb:1ng elee, I think the uan oUS}lt to 
be taken off that place and put SCIIIebody else on, 
isled1ate~. 

Yea. 

I would l ike to make that recommendation. 

I will do that . 

Johnny, he read the whole thing and I have asked 
Delano Just what this conversation was where they 

Regraded Unclassified



Han eat 

Delano a 

Delano a 

Haneu 

Delano a 

B,JI,Jra 

- 11-

brousht • 1n Ul4 Mra. aoo .. nlt 1n, Ul4 u H14 
bl Deeded JOU to ul~'- beoauae u 01117 lad 
part ot it. 

Bow it came up, I don't lmow, bllt he said he wae 

fett1ng along prett7 well, ae I reoall. Be e1tur 
111Pl1ed or aa1d - I don't mow 'llbiab - that tu 

Wh1 te House was about to 1'1x h1a up and )'OU went 
over and told Mrs. RooseYelt that he was a crook 
and also ttat 70u told lira. Rooeevelt thAt u 
violated ever,. law 1n the etatute books. on..t wae 
about as nearl)' his wo1'111 aa I ou .-•ber tbea. 

I auppl•ented, JohmiJ', to this extent, to a&)' 
tbft Ill)' understanding was that be told ua tbl 
a tor,. ot Rogge going to tbe Co&et •••• 

• 

And Rogge had been tired baoauaa be didn't t1nd 
&D)'thing wrong. 

Out there, Rogge had said that the -tter oould be 
tilted up, it was a queation ot taoe aartng, Ul4 that 
he had come baok - the Attomey General had oalled 
this 11111eting - Just ohaok me, Jo~{d At that t111111 
ha aade the statement tbat that wo have all moved 
torward except tor the intervention ot. the Seoretar)'. 
I didn't underatend he had gone to Mrs. Roosevelt •••• 

I asked him again and he aa14 Jlra. Roosevelt, Then 
I took iuue with it and wa had a aet-to there tor 
a mue. 

!'ben he aa14 - I re~r apeo1tioall7 be said tbl 
Prea1dent, Jlr. Secretar,. - he aa1d that )'OU had gone 
to the President, And then all beta were ott, the 
thing was back 1n tha position wbere 1t was. 

Jl)' -nt to Banes wae, when he told 11111 th1e momtns, 
I wae quite proud ot J178elt. That wae Ill)' c-.ent, 
'1'o think tirst that I had enough intluence around 
town and second that it I wae respona1ble tor holding 
it ott until 70U could do )'Our dut)' as 7ou saw it -
Ul4 on that thing, in disouaa1ng that thing with Ranee 
th1a mom1ng, I want to make th1e suggestion whiab 
Ranee and I are 1n agreement on it )'OU are. I would 
like to invite down here again, it Pole)' will ~e, 
Dean Land1a and also ·Mr. Oreenba-, who )'OU don t 
lmow but thaae gentl-m do, and poaa1bl)' the Dean 
ot the Law Scbool at Wisconsin. 
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LloJd Clurlac. 

All4 Ull: tho .. three .-u- to ataJ !wre 1cac 
aous11 ~dcallJ with JVU and WI, aot-llJ, the 
RJ we 414 1Jl ADOtber oaae here, until we llllake 
vp ow- alllda 'llbat w are 101Da to do. 

I would like that. 

'lhen when we have Mde vp our llinda what we are 
go1Jlg- to do, we would later hold the th!Dg ~t'ore 
the Prea14ent. We would MJ, .. e have decided 
tb1a 1a what w abould do. • I have no progNII 
toda71 but I -ld like to -.ke vp 117 m1nd next 
week nth the help ot' theae three gentl-n what 
k1Dd ot' a progNa we ahiNld bave, &pee UIOI1gat 
ouraelvea, and then la7 1t bet'ore tbe Prea14ent 
and take theae ~ople nth WI. I will aa7 to 
the Prea1dent, I ant to la7 th1a mole ~ 
~t'ore 7ou at'ter we b.eve aade up our a1Jlda, • JOU 
aee, and hold evei'Jth1Jlg unt11 that po1Jlt . Wow, 
what do ,-ou think ot' tbatT 

Something ot' tbat generel nature wae what I bad 
in lll1nd. You notice I took great care to tell 
these men that nothing wae settled, there wee no 
agre-nt and there wee no underatand1Jlg. 'lba 
.. tter ia under oonaideration. 

The eort of th1Jlg I had in &1Dd - JOU mm~t1oned 
tiva or a1x thi.nga there, 7ou aee, and I wondered 
which wS'!ld be the beat Ul1Jlg to go on, th1a eo­
called cto~l' second or th1l'd letter, uae that 
ae a bae1a. Doea thet have all ot these thinget 

Tbat ia right. 

We don't u .. d anJthing other than tbatt 

That ia the aoat oc.plate docna~ent we have. 

'then the th1ng would ~ to teke that and uae that 
aa a bade and let thaae gentleman - what did 
Dean Landis uaet 

Be started from that. I sent that to him and he 
atarted nth tbat. 
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'lhen the thin& would be to ha•e tbe .. otber people 
poe ted, 

i.4 

Here 1a a suggestion. I th1Dk that .TulJ 3let letter, 
too, 1a a Yei'J' lllportan t doOUIUn t, 

'lhat deale , ot couree, with the report ot eDII1Der 
preceding the letter, Tbe October eecond let t er 
goea all the way back over the period, 

11bat you tell - 1n JOur report - I not only haY en' t 
got any oriticiu of that but I think you handled 
the a1 tue t1on all right and I wanted to tell yau 
that I think th1a th1ng 1e '1'81'J' d11'1'ioult only 1r 
a man wants to be bothered by a ll th1e pol1t1oal 
going-on and the o.nly thing that bethera me 1n th1e 
whole th1ng is that when llr , Giannini blows up and 
a.kes personal ra.arks it ie terribl 7 hard for me 
to stay coDditiom.l , but I have up to this point and 
I will continue because we ha'l'e lote ot other th1nga 
'IIIlich a r e jtWt aa difficult and it doeen 1t bother 
me a b i t , Now, I th1nl< we ought to bring this thing 
to a head, Tbe President will be here next week and 
next week would be a grand week to do it, clear the 
at1110sphere ao that we can a ll cane to an agreement, 
Tbis is a legal matter, more or lese. If we need 
these bankere, we can call them 1n, but it ia 1110re 
or lese legal, ian' t 1t' 

Well, I think i t is more tactual than legal, llr . Secre­
tary • 

• • u .... 
But • ••• 

I would like to have the bankers i t we can. 

Well, let's not have too man:y people ao we trip over 
them, yau aee. I think I know how these bankers 
feel. Let's have thi s group in tor a couple of daye 
and then we can alwaye get word to these f e l lows to 
cane on 1n, you see, but I would 11ke to get their 
advice. I think I know how theae bankere feel and 
the position that Dean t.ndie hae taken, I think, 1e 
not the same aa the bankers have taken. 

lie 1e over to the left of them. 
• 
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o.t 1t ript down 1D writ1Da. ._, tJooa w~~at r­
lli.Dutea JOU and I ba4, JOU hel bapp7 onr that, 
don't JOUt 

Joblm7t 

I th1Dk 7011 are rlsbt 1D DOt bi'1Da1D& the bmll:era 
1D 'IIDtll JOU l».ft sot taM laWJera thorougbl.J 
atral&htened •-7· 

I -• p]anntns OD a•.Uns all thJ.a tranear1pt -tel'lal 
to tblae three 'llallllen. ~ J'OU rather I».Ye that 
beldt 

Let'a hold it a little bU. 

All ript. 

I ww14 lllce to hold it. 'ftda tb1Dg baa sotteu. do­
to a ldDIS of - JOU waDt to exouae 7oureelt, don't 7011, 
Joblm7f 

I th1nk I bad bette!" ban tin 111nutu with JOU befoN 
I SO• 

• will be ~ 1D ho llimatea. 
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All right. 

I am not making any co1111111nt , but I think it 1a a 
c0111pU men t llr, Giannini paid 1118, It I am the 
fellow that has thought it up , I am quite proud. 
I am both sarcastic and eerioua, because you and 
I started on tnia thing and by Ood let ' s find 
out whether I am Secretary or the Treasury, whether 
you are the Comptroller or the Currency, or 1e 
Mr. Giannini, and I would like to know between 
now and Christmas , 

I -a little disturbed, llr. Secretary, on tbeae 
other people that are in thia thing, the Attorne;y 
General and all . 

That doesn't bother me a bit. I want to reassure 
you. I doesn't bother me a bit, because when it 
is a ll waehed up , my avenues are only one ••7 and 
that distance is from here to the rlhite House and 
there are no by-wa7a and the Presi dent hasn't seen 
fit to say anything to me and he hasn't mentioned 
i t . If the President of the United States would 
pereonally stop this question until thoy would 

16 

limit their dividends - it was h is formula and I 
agree with it and I won't be any ~arty to paying 
a whole dividend and then - I don t believe Mr. 
Giannini and there is no reason for me to believe 
h1lll because he has never kept hia word and the 
longer I am 1n thh thing the more I feel that there 
ie no reason for me to belie ve Mr. Giannini. Now, 
your avenue is to meJ m;r avenue is to the Presi dent. 
I told Prank Murph;y on t he f i ve- point program that 
the one that had to do wi th the dividends of the 
Bank or America - I told. him vel'{ politely i t -• 
none of his business. He said, I agree, and wil~ 
you please tell Foley to tell i t to Rogge ." 

And I did, 

And that is the onl;r conversation we have bad, I 
eaid on the four ~ointa , "It ia SEC. " I said on 
the fifth - I don t know whether you were 1n the 
r oom then or not • • •• 

Yea , I was here. 

I told h1lll i t -~~ none of h ia buaillAiss and he said 
he a greed, 
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All of th1a atut'f natur.ll;r botbera ;rou aoN 
than it bothers me beoeuae it 1e 115 pereent ;rou 
aDd 5 percent part of lll7 bua1nees, but I wmt to 
aa;r again - it is not neeeaaar;r - I have been 

1.7 

with Mr. Boosevelt seven ;reare here and to~ ,wara 
in AlbaJQ' and the time 1e ;ret to eome when he calla 
me ott on anything of thie kind. I 8111 quite eon­
t1dent that I have alwa;ra had h1a baek a hundred 
peroent. Otherwise, I ooulc1n1 t ata;r here that long 
because somebod;r would get me. To be a little 
ph1losoph1oel, 1t ia atr.ighten1ng this sort ot 
thing out which would g ive the working man and the 
tarmer, and so forth , confidence in the Adminiatr.­
tion. '!hey know that 'the President ot the United 
States d1etated to llarvin llcint;rre and -de h1lll 
Jign it, "There is no back door to the 1lhi te Bouse. • 
'lhat is the President's own dietat1on. 'lbeae 
fellows - we are just g1v1ng thUI enougtl rope and 
they are going to bang themselves. It is a prett;r 
fight and the day 1a going to come that ;rou are 
going to be ver;r proud of the part you have played 
1n it. You are going to be ver;r proud ot the da;r -
and you and I and the rest or us have Just got to 
keep ou.r mouths abut and whether it ie llr. Giannini 
or whether it is somebody elsa, I would always say 
to let the Courts try it, we don't try it in the 
newspapers . I dare Mr. Giannini to bring 1n an;r 
reputable banker 1n the United States who will look 
over his statement and eay, "It is a well run bank." 
I dare him to bring 1n an;r reputable banker, an;rone 
1n the United Statea, aDd ea;r that bank 1a well run. 
And you will be proud or the da;r that ;rou l».d acme­
thing to do with thh . 

Mr. Secretary, it haa been a little d11't1cult to sit 
through these tew daya and not get caught 1n the 
mashes of discussion and I want to be sure and check 
with you that I have your approval on what we are 
doing. 

It is all right . You are going to be proud or the 
day - this 1a a thing you are going to tell your 
gl'Qndchildren. 
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M"''P" !0 Jill 'IP'V"• 

.. Uonal BIDI< Brw!n• C. H. lt:ILNn WU toclq rel1Arftcl 

1l'oa h1a pr .. ct dat)' of erw!D''II tM B1D1< et AMr1ca iD the 

Tnlftb Dbtriot .00 trmaf...-.cl to tbe Third Dl.etri.ct with bead-

nec .. N%7 becaae of .-.at iDf-t.iOft J'M'=M~ tld.e office to 

the effect tbet llr'e lt:ILNn i.e iDle~ to tbe 01om1n1 :t.Dtereete 

iD tbe ~ of ..- $1.0,000. 

At tbe tiM of b1a uai.,_t to erw!,. the l!aDk of 

Aller:l.oa Jlr'. IIGLNn 'lrU ulced bT Dl.etr:l.ot Obiaf 'Czw1nor Wr1giJt 1f 

there • u arq reuOft 1lb;r be could not proper:Q- a.iDe the ballk, 

aD4 be rtplUd that to tbe beat of b1a lmcllrlqe no ncb .--n 

aiated. !'111• offiDa IlK DO m.leclce of b1a i:adebtedaHe to 

the 01enn1n1 iDtereete 111ltll eo iDfoned bT llr. L • • • O!om1n1 

a-ideratiaD i.e beiDc &1..., to tbe ~ of 

a rule bT the ~roller wb1cb WOIIl4 Mice iapoelliba the 

r~1ti011 of a like 1Dcideat. 

18 
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'"'... .... I II' 11, 1-

IlL JUIII8 

1111. IB1' 

lle.nbal1 Diaa baa DOt 7-' been 1aterrt .... bJ ~~a~~vvouv 
Delano. Kr. 111- baa baeD ti'JiD& to OODteot Jlr. Dl .. e.ll4 011 

ou oooaaloa 414 talk w1 tb hilD, aa will be DOted fl'QI tba attached 
-rud-. In Tl• of tba f aot tllat tbe Seoretai'J wu DOt solD& 
to be able to - Kr. D1888, tbe latter requen.d t1ae to oouldv 
wllat aoUoll b.e llboal4 take o4 p~eed to oeU latv oa tbe tel~ 
pbou. Be f&Uecl to 4o eo, o4 tbe lat .. t wol'll 1e tllat be 1a out 
ot to. u4 wUl DOt be baok uUl --· 

It Kr. D1888 4oea DOt IICl'M to appear for tbe llltel"t'tn tbla 
-11:, 1t 1e ~ purpo• to .....,n tllat •• procoeed ...at 
Uau to eeoure fl'QI h1JD tbe atet-t II!Uob h dea 

·--
Regraded Unclassified



,• 

TREASURY DEPARTMENT 

WAIHJHGTOH, D. C. 

Slfla'20 *"" 
IOT.U.r 20, l83iTREASIIRY AOENOY 

SERVIOEI 

At'Wr a.wra.l atte.pt. to r ... olo llarahall Di"a bJ 
t.lepbODe, I reached h1a 0>1. lon.ber U , Ul39, Ul4 iD­
to..-4 h1a tllat the S.oreta.ry would. be IID&ble to oa.pl7 
with Ma (Di"a •) requeat bvt that he had. clireeted that 
Cceptroller Del&DO a Dd I oODd.uot the 1Dten1-. llr. Di"a 
requeated tiae to O<ll&id.e r 'llbat aot1cm he would take and 
aaid. he would oall • em the t.lepboDe later 1D the day 
to ad.Yl.ae .. or 1t he bad to haTe town that day he would 
telephOile ae em Ma ret11n1 Oil Weclneaday or Thurad&y. llot 
loear1J>c tvrther rroa hia I pboDed bia oft1oe th1a •OTD111f: 
and. ._. 1Dto.....t that he waa out or town and would be baok 
abollt .. .m.ad&y or tMa .... ~c. 
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!o1 !be ho:re\8%'7 

J'roa I Mr. luea 
Mr. Dela11o 

4t tile cOACJ.ualoll of tile !hura«q, IOY•ber 16th. •etlllc vltb 
\he r epraautaUna of tile :a.llk of .t.Mrioa ill tile offlce of tile 
C011ptroller, &114 while the •••Uac wu breald.ac Up, tlle:re occurred. 
all illfonoal &114 'llllreeorded coa>Yeraatloll betwa&ll tile Meun. Oiallllllli , 
Mr. llallea &114 Mr. Delallo. Ill \he oourae of \hie collTaraaUoll 
Mr • .t.. r . Oi&llll1Ai atated that clllriac Mr • ..._., . rec ... t \rip to tile 
Paolfic Coaat h e he4 eollferre4 vi til til• (the Oi&llll1Aia ) atatlllc that 
\he offlce of tile 4\\0I'Il&l' O...eral ha4 follll4 llOtbiDC crildaal ill the 
:a.llk1 a ralaUOilahip vl\h eitllar the S.J.O. or \he ottica of tile 
C011p\roller, &114 that vltb a little face aavlac Oil both o14ee \he 
uUre -uar could be aa\Ue4. Mr. Ol&llll1Ai further a ta\&4 that wh&ll 
Mr. low ra\urlle4 to Yaahiac\oll he -'a auch a report &114 aa a renU 
be wu •nred0 fro8 both tile S.J.o. caae u 4 trca reprea&lltliiC \he 
office of the c..ptroller ill \he uUcipated SecUoll JO caae. I\ wu 
tile further COilt&llUOil of Mr. 4. r. Oiallllllli that a aetU.-..t of \he 
a11Ure -tt•r ha4 be&ll blocked 'b7 \he i11hn&llUo11 of t.he Secrete%7 
of \he !'reaa1117 ldlo ha4 told Mn. looaeYel\ t hat Mr. Gi&llllilli waa a 
•orook0 , a11d alao told t.be P:reaid&llt that 0 tbe Gialllllllia ha4 'brokell 
all the lava 011 \he atatute booll:a. 0 

!be Glallllillia alao took occaaioo t o criticise the actioll at tile 
Searata1'7 of \he freaa1117 ill lllYl UDC Mea on. S.Hh, Ottlq Sll4 Spell car 
t o abile the !'rea&UJ'7 ill t.be :a.llk of .t.Mrica aa... Mr. laDea &114 
Mr. Delallo t ook ucepUoll to tile r-.rll:a of tile Gi&llll1Aia ill :refer&llCa 
t o \he Secratal'7 all4 Mr. llallea poillte417 illfomad th• that be racarded 
such etat-llb aa aiarepreaftUDC tile attitude at the SecretarJ , aa 
b icl>l7 t.propar , all4 further that be did aot vlab to lilt eo to til•· 

4t tllia pout ( ldla11 tile collnnaUoll ha4 l aate4 pro'bebl7 t.,. 
a1111lhe altoptller) Mr. Oiallllllli wu called t o tile telephone b7 
Mr. DelallO ' • aecretarJ to apMI< vltb Mr. M~r• of tile l)epar'-Dt of 
Jua U a e . Mr. 01&111l1lli wu requeated to coM t o ... Mr. lla:rpb;f, tile 
4\toroq Ge11eral, at ollce. He put Oil hie coat &114 l et\ 1aae41atel7 wUb 
tile atat• ellt that O...eral Wataoll of the White Bouae ha4 aa4e the appoillt­
aut t or bia . 

T~ ~·e._, 
f.Q.,~« .. ...... o 
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Excerpt from po.ge 4 of m:EKLY REVISIV OF l'IASRlllGTON 
BANKTREhTDS and BACKORO~TDS 

Hovember 26 , 1939 

( 3) GIAN"Nllfl ViASdiNClTOli COJ:rl>RE!iCES: (Ref . No ' s . 133,3; 132,2 , b , e , 
A.B. !fov . 26 , 24) 

(a) Temporarily Concluded: A. p , and L. hl . Giannini me t 
with various Government o!'fic ials , l istened to detai l ed and techni­
cal sussesti ons , kept in contact wi t h their offi ces in san l"rano1sco 
and, just bef ore Thanksgiving , l ei't for 11ew York. Further coni'er-

ences are forecast . Recent developments o.re a shade friendlier 
than earlier ones . A grow~ number of hi£h offi cials are now 
definitely anxious to aee ii'ficulties" Ironed out and, U possi­
ble , a r easonable degree of friend11Dess achieved. The •caoe" 
hns its melodramatic side, with ita "villiana , " its "1nf'ormera•; 
in fact , all the chnracters found in a Dumas novel . But so fnr, 
no "heroes• have emerged. very definitely the •case" involves 
no brcnch banking angles as such, or is tho principle of unit versus 
branch banki ng apparent, except that tho Gianninis represent o. ~iant 
s stern which a aren tl is too bi for the Government to ohaa lae 

e ac a secretary Wallace was 
WI111ng to f eature the A.P. Giannini oftor in the rood a trunp case , 
seems indicative of a shift of washi ngton sentiment . See Sec . l , o . 
t his is sue) • 

(b) Efforts to Settle: Out of the cloud of rumors and 
speculation it se~a iikoly th~t Attorney Gener~l Uurphy waa told 
that a "high official" Ylo.nted to see the whole matter clec.red up, 
so held conferences . It is unlikel y thnt the President directly 
indicated such procedure . However, it is fo.1rly certain that 
"sources close• to h im so hinted. Anothor story is that James Roose­
vel t has been busy working for a settlement . This is not so unliltely 
oxcept that J immy' s lnfluence here is not very extensive . This Roose­
velt son 1s in contact with the Bank through motion picture financing . 
(His contract was written by i'ormer Comptroller O•Connor . ) Tho re­
cently published "L!erry- c;o-Round" story ia Ot.ly parti ally true . 

(c) Pros~ects : The whole case -- Giannlnls versus Govern­
ment detartmenta -- a likel to react a~alnst the encios Involved . If unab e to prove t e r c arges ana una e o act ope y a~a ns any 
of the Ginnnin1 banking corporati ons , i t will be difficult , 1f not 
impossible , to r efute the assertion that tho west coast Financial 
" J,;m~ire" is big~er than the Government . There ere , of course, obvious 
pol tical aspec s Invol ving the pos sible loss of the electoral vote 
or Cc litornia . 
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For tne Seoretarx 

I 1.111 now informed that the loan in tne Bank or Aaerioa 

N.T. & S.A. ot San Frtnciaoo to George Eoolea tor $20, 500, 

aeo~d b7 1700 aharea or Firat Seouritiea Comp&DJ atock 

and aome otner unliated atock na paid in Bovember, lllll6. 

At tne .... tt.e acco.modatiOD ••• apparentlr aecured bJ 

Mr. Ecole• rr- the 11'Y1Da 'l'ruat Ccapan7 or 1 .. York CitJ. 

Th1a loan ••• $23,000 •• ot laat April . 
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II- t 7-3? 

Lira , Klota : ( 
Por your information, a1nce I talked to you 

labout it, I am enclosing 1117 memoranda ot Priday and today 

t o the under Secreta~. 

The Secreta~ haa troubles and &nn07Qncea 

enouab without 1117 a dding to them. I hope you wlll not 

think it necessary to bring thia t o hla a ttention. I 

must get along 4own here without cauaing wo~ to hilll 

1n any way. 'l'JL*t ia one reason tor the aecond memorandum. 

I thought it might keep Mr . llanea from bothering the 

Secreta~ with it all. 
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RB BA1IlC OF .&XBRICA Wovftlber 28, 1g5. 
lOalli a.a. 

Preaenta 

H. lli . Jra 

Landh l 

B. ll. Jra 

Haneea 

ll. ll . Jra 

Fole'fl 

Ill'. DelaDov 
Ill'. Upbaa" 
llro OaatoD" 
Ill'. Orecba­
llr. Banea .. 
Ill'. t.D41a 
Ill'. PoleT' 
Ill'. 'l'ietjena " 
II!'. Sblrbon4T" 
lira n o ta 

I tb1nk we will atart and we won't wait tor 
Ill'. Ranee. What I would like to do reaaonabl'f 
aoon, wi th the help or theee people 1D the 
ro011 •••• 

( Ill'. Ranee mtera the conference ) 

I -• j uat atart1ng to a&'J, Wl».t we would 11lca 
to do with the help ot the people 1D the roca 
here ia to lUke up the orr.aaUJ"f' a a1Dd aa to 
wba t OOtll'ae - ahall take i n regard to the Bank 
ot Alleriaa. I think t b.a tiae hae arrived that 
we ougbt to tiah or cut bait, one or the other. 

I d on't lmow how to etart thie aorn1ng, but it 
it h agreeable to the Coaptroller, can Fole'J 
ao r t or atate the caae! Will 'JOU eort or act aa 
judge and jUJ"f! Bow will that be! 

'lbat b all right. 

Will tbat be all right! Juat -.beN we are - take 
p lent'J or tiae. Ia that all right! 

Yea, air. 

Juat aa thougb 'JOU ware - 11!lat h the aituation, 
-.here cSo we a t and and mat ia the d e c1e1on that 
the Treaauey haa to de cide on. 

'lhere are aeveral reaedlea that are open to tba 
ac.ptroller'a ortlce When ha le oontronted wi th 
a aituat1on aucb. ae we tind here. 'lhe principal 
reaed'J 1e proceeding to remove the principal 
aalatactora, the directors and orticera, betore 
the Federal Reeerva Board. 
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Fole11 

Oreenbaumt 

Fole71 
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Another procood.ing ia notice to tho Bank that 
tho report ot oDIIlination will bo publish ed 
unloaa tho itoma c riticized b,- tho Comptroller 
~ c~plied with . 

Another prucaeding ia one before tho FDI C tor 
the auaponeion ot insurance, which means that 
a receiver would have to be put in, which maana 
that the Bank wou~d have to bo closed aa a going 
institution. 

Another proceeding is to revoke the charter of 
the Bank a a a national bank, which woul d also 
mean closing the inst i tuti on . 

'lbe two that seem moat pertinent here, and the 
ones that we ought to give considera tion to, 
are the Section 30 proceeding and the threat' 

31 

to publhh tho report or examination or the Bank 
~oaa the Comptroller is aa tis tied that the Bank 
has complied with the itema cri t i cized. Tho 
bankers tall ua that the publication ot the report 
ot examination i s a very a erioua matter and ma1 
result 1n a run on the Bank and possible cloaing 
o f the Bank. It is 1111 thought that if the measure 
is aa severe as the bankers tell us it is • • •• 

!lay I interrupt you? When you aa1 bankers, who 
do 10u meanT 

Tom K. Sllith, Qlarlle Spencer and John Ottlo7, 
this i nto:nnal banking group trom the outside that 
the Secretaey has designated to advise him on 
t he banking aide . 'lbat committee tb1nks that •• • • 

When they made their recommendation to proceed 
under Section 30, bad they ca r etull1 considered 
tho other proceeding and made tba t to the ox­
cluaion of the publieationT 

t'lhen the1 tirat made up their minds that there 
-• a basis here for a Section :50 proceeding, 
I don't think that the1 e xcluded the poaslbil1t7 
ot publication of the report. The last t ime the,. 
were 1n here , about two weeks ago , I raised tho 
question ot the publ i cation or the report again 
and asked them to give it s erious consideration. 
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H. I.I . Jrl 

Foley: 

R, L! . Jrl 

Landi Ill 

- ~ -
They reported in tha Comptroller's office that 
they had given it cone1derat1on and they tho~t 
if we did that it might result in closing the 
Bank and they thought that a leas severe measure 
waa the Section 30 proceeding; that we ought to 
give consideration to that first and th en the 
publication of the report; then an action to 
suspend the insurance and then an action to revoke 
the charter. In that order, they thought the 
measures o~t to be taken up. It seems to IIlii 
that if the measure of publication of a report 
of the examination is as severe as this banking 
group thinks it is, that it i s even more uae.ful 
perhaps for our purpose , because if these fellows 
have a large finano1al stake in this ina t1 tution 
and a voice in ita management, perhaps they would 
be willing to g1 ve up a voice 1n the management 
to protect their finano1al stake and it might 
never be necessary to publish the report of 
examination. We might be able to g et resignations 
that ->'· That , it seems to me, ought to be con­
sidered in the light of some of the disadvantages 
whiCh are present in presentation of this matter 
to the Federal Reserve Board'. 

There i s a rather inadequate method provided by 
the statute . The known attitude of the' Federal 
Reserve Board and the possible unsatisfactory 
reault that might be reaChed over there .... 

Well •••• 

Now, would you like me to take up, ~. Secretary, 
iteo by item the matter s that have been cr1 tiched . 

No , I am going to refer t o Landis first, because 
he has been at i t a 11 ttle bit longer, but that 
doesn't mean that you (Greenbaum) don 1t • ••• 

I wonder if the best method of getting at my 
ideas on this - I would like to review a little 
of the history of this entire tranaaot1on, as I 
aee it, w1 th the Comptroller and the Treasury. 

We start off wi th the situation "'here the Bank 
was opened 1n 193~ under conditions which are 
fairly doubtfUl as to whe t her it was a wise thing 
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to open. Those conditione went on and no attempt 
to remed7 those conditione waa tllken until late 
1n 1938. Then J'OU have, all of a sudden, a tele­
gram sent b7 the Comptroller of the CUrrenc7 to 
the Bank, telling th- tba t the7 111\18 t not pa7 
their d ividend. No particular chargee, no particu­
lar speci fication ot wb7 that shouldn't be dane , 
The Bank, nevertheless, goes ahead and a cta, and 
subsequent to that a conference ia arranged between 
members ot the Treasury Department, Comptroller's 
oftioe , the Chairman ot the PDIC, Leo crowley, and 
others . 

Subsequent to that conference , which lasted for a 
nUIIIber ot daya , a memont.ndUIII T/as sul:mit ted b7 
)(r, Oiann1n1 attempting to summari ze the pointe, 
cr1ti cilllllla tba t were made b7 the Ooven:~~~~ent and 
the auggeationa that were made as to how to remed7 
t lj.oae matters. That memorandum neglects - and 
there 1e nothing in the written record to advance 
or mention, eo tar as I know - the basic condi t1on 
upon which that memont.ndUIII was prompted, and that 
is that a certain amount of capi tal was to be 
forthcoming from the RFC to remedy the existing 
ratio between the capital of tho Dank and its 
holdinas. That was not forthcoming because, ae 
I underetand it, the position ot the Treasury waa 
that they would not author11:e eubscriptions b7 
the RFC in that counection unleaa they'were given 
a substantial change of management of the Bank 
or c<mtrol over the management of the Bank. 

The Giannini memorandUIII, however, contended that 
this agreement was modus operandi, which, 1f 
.followed out, would abolish the operation b7 
them, The Comptroller at the time denied that 
was a binding a greement upon the Comptroller and 
denied that that would foreclose him with re.fer­
ence to &n'J f\lture action. Yet at the same t ime 
no further action was taken by the Comptroller's 
department except to sort of insist upon the 
carr,.ing out o.f that met10rand\D until Jul7 ot 
the next 7ear. The Bank d e clared a dividend 
again in Warch without any protest wi th reference -
be1ns made by any authori t ies. 

In July of 1939, the f i rst , as I interpret it, 
real warning is directed to the Bank, directing 

• 
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it that it .nu~t CUl'e certain -ttera or 1n the 
ewnt that theJ dm ' t GQl'e tho .. -ttera, theJ 
will be oonald..-4 aa an UD8ound bank. Bow, 
the Bank replies to that - and 1 dCIIl 1 t want to 
so into the merit ot that replJ at the preaent 
time - but the Bank again declared another d1v1-
den4 1n September. '!hereupon, the Comptroller 
in October agalh sent th• a llllloh more strenuoWI 
letter setting forth much JDOre epec1r1call1 the 
unsound pract1cea, violations or law that he 
believed the Bank waa 1ndul8ing in and ine1st1ng 
that theJ muat be cured. 

ll'ow, I reviewed that record because 1 th1nk that 
record ie 1.1aportant in a condderatioo or 'llbat 
kind or action 1t would be advhable to take at 
the present t~. Up 1mtU 1~38, the TreaaUJT -
when I apeak or the 'l'reaaur,., that ia inclu41n8 
the Comptroller'• ottice - the Treasur1 1e cer­
t .a1nl1 to be criticized tor the attitude thet 1t 
bad taken to-rd the Bank 1n pel'mltttng it to go 
ahead with pract1cea Wblch now it declares are 
uneare end unsound and are &leo violations or 
law. Since that time, the Treasury ma1 be cr1t1-
clzed - and I aay criticized becauae I am tr,.ing 
to view thie record in the raeh1on that somebodJ 
-s called upon to paea about - the justification 
or the Treasur,. at the present time taking certain 
etepe. ~ Trea8Ur7 migbt be criticized in not 
ineieting t1nU.1 enough upon the poalt1on that it 
took late in 1938, not ineieting on that position 
!11'11111 enough unt1l tull1 a 1ear bed paeeed, being 
the letter ot October 2, 19~9. 

1 think those things are bad traa the standpoint 
or the Treaeur,. now taking the position that 1ou 
maat 1lllmed1atel1 cure certain th.inge which have 
been contiuued tor a long period ot time and ae 
to 'llbioh the Bank baa -de aaae ettorte, but in 
no degree eatiat')'ing the d..nda ot the 'l'reaeur,. 
or 1938. '!hat angle muet be looked at , in ID1 
judgment ot thie situation. 

Now, another angle hu to be viewed and that 1a 
the eeriouaneu ot both the cood1 t1on ot the Bank 
and the practicea indulged in bJ the management. 
1 th1nlt there 1e no queation but that the condition 
or the Bank 1e quite a .. rioue condition. With 
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oritioi&ed aeeete 1n ezceee of' the adjueted 
capi ~ etruoture of' the Bulk and '11'1 th no 
genuine ettort ' -de to oorreot that dtuat1cm 
and the continuation or a rich dividend pol1c7 
deepite that taot, this ie eometh ing that eooner 
or later wil l threaten vory eeriauelr the whole 
dtuation. Furthe:nDOre, the kind of' things or 
Which real complaint can be made today are the 
praoticea indulged 1n by the Bulk which renect 
upon the integrity of' the management, and tbat, 
I tb1nlc, 1s a very eerioue matter that -1 re­
flect upon the integrity of' that .-nagement, not 
that they have been putting their banda 1n the 
till, but that they have done things 'llhich decent 
bankers do not do , no t trom mietaken judgllent 
but ae I eee tb1e record, things that are eo 
bad tba t debar these men 1'r<111 aa8UIIing the 
respondb111tiee or the -nagement of' that Bank, 

I &eked that question specifically of' lleears. 
Ottley, Smith and Spencer and I tb1nlc they were 
agreed on that point, that the management of' the 
Bank was, brieny, a bad management . 
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In this sense, the mere correction or certain con-
41 tiona in tbe Bank would g1 ve you no a ssurance 
that the Bank t hereafter would be managed according 
to standards of' banking ethic• and bank1ng integrity. 
I think that, therefore, leavea the Treasury in 
the pos.ition where it really 1a required to do two 
thinga - one, to correct the eituation of' the Bclk 
and the other, to correct the situation of' the 

management 1n that e..nk. 

The. t makes me turn again to the problem of' the 
remedy, as suggested b)' Mr. Poley. Proceeding 
under Section 30 is a lengt~ procedure. It !e 
one tbat '11'111 take great preparation and 1e per­
haps one of' so doubtful outcCIIIe, ae tar as I can 
gauge the - aball. I aay the a,mpatbiea - ot the 
Federal Reserve Board with reference to thie 
aituation. Proceeding to release the report of' 
the examination 1a one tba t 1e CCIIIpletely 1n the 
Treasury' s banda. It can do that without reference 
to any other authority. It may, naturally, run 
i nto litigation along that line by BCIII& effort 
to restrain the publication of' the report of' 
examination. 
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Now, those are the only two practical choi ces 
of action by the Treasury at the present time, 
The questi on is, aa I see i t , whether or not 
by employing e ither of thoae two methode tb1a 
situation could be corrected and perhaps corrected 
w1 tbout reference to &n)1;b1ng more than a threat 
ot a ction under either of these t wo term., I 
think it 1e important to realize that the proceed­
i ng Whi ch would release the report ot examination, 
1n the Judgment or the bankers - and I rerer to 
Ottley, Smi th and Spencer - would in all probability 
preci p itate a run on the Bank and perhaps destroy 
the Eank, a result that I think 1e unwhe. It 
ian1 t a result to be desired . It correc tion could 
be b r ought about, that 1a the ideal end toward 
which the Treasury itaolr could aid, 'lhererore, 
much 1e to be sai d against publication of tbe 
report ot examination. 

On the other hand, a ssuming that they are right 
in t heir view that that report will destroy the 
Bank, consi deration ought to tum to What woul d 
be the threat of a ction or that nature, Suppose 
there was a threa t made to publ1eh that report, 
conditioned upon correcting the situations s et 
forth in the Comptroller ' s letter and conditioned 
particularly upon getting into the Bank adequa te 
capi tal , something in tho nature of 20 million 
dollars, which would bring their ratio or deposita 
back to somewhere in the one to ten ratio instead 
ot the one to ritteon ratio that axists at the 
present time, To get that capital into the Bank 
would mean one or two methods, either selling 
stock by the Bank, whi ch would be an undesirable 
method, because no s t ock should be sold in that 
Bank without calling the public's attention to 
the serious condition or s ome ita bank entrie a -
tho question of permitting a Bank to sell stock 
18 wi thin the jurisdiction of tbe Comptrollllr 
and therefore tho Comptroller could exercise 
his jur1adiction in auch a faahion that that 
a venue ot capi t a l would be out otr. 

'lhore would remain , then, only tho source or 
capital from the RFC and if you can compel the 
Bank to go to that source, you could lay down 
condi tions upon the management which would correct 
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Ule •n•g-ent dtuation of the B&Dk at the -
time. 'lhe question ia whether or not a threat 
to •••• 

May I intel't'Upt yout In that proceeding, woulcln 1 t 
you include aomethins about the dividendt 

The proceeding meana correction of the conditicna 
d etailed in tne Canptroller1 1 report , whi ch would 
be dividend. All theae other -ttere that are aet 
forth, providing for louee or cutting down on 
some of the large linea dealing with, I think , 
the diagracetul aituatioa .we:re presented by the 
depoai tore. 'l'hoae would be part of that proceeding. 
The correct1co of those thinga - -.r;r point 1a that 
merely correction of thoae things ian•t autticient 
because a management 'lltlo indulges in t actics of 
that nature 1a going to continue without the real 
jurisdiction of the Comptroller being exercised, 
I think. ~t is rq judgment on this parti cular 
situation. 

Now, would a threat of d1eclosure , that ia, the 
thread of publication of the report of examination, 
bring about a correction along that linaf In other 
words , could you force these people to resort to 
the RFC and at tbe aame time to bring about a 
correction of the conditione within the Bank itaelft 
I don 1 t know. It that could be dona , 1t would aeem 
to - that that would be the ideal a1tuation. It 
the result of the threat of publishing the report 
of examination would be to bring about that situa­
tion, it would ae• to me to be the i d eal answer 
to th1a probl•• Then a proceeding UDder Section :50 
would follow before the Federal Reserve Board. But 
men you CCIIle to consider that , you are speaking 
in tenu of whether or not thia threat wou.ld bring 
out a wi llingness on the part ot the Bank to do 
these other mattera. A oonaideraticn of that, I 
think, baa to bear in mind thia: Gianninia, them­
selves, have unqueationabll extensive interests 
in the Bank. I have never aeen them and I have 
never t alked with them, but faced with the destruc­
tion of a great institution which they have built 
up and which they certainly h& ve aome pride in 
and which 1a linked with their name all through, 
will they let go of th e management of that Bank. 
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in order to eave it and in order to eave their 
om reputation! 'lbat 1a one ot the cona1derationa 
thet i1 pre .. Dt. 

'1'be .. oond thing 1a tbe con~lderatlon ot the preenre 
that can b.- brought liJ)on the Tran .. _rloa Corporation. 
'l'hl Tran-rloa Corporation own1 t2 percent ot the 
1toek ot 1hat Bank. It 1a perteetl7 patent thet 
dividend pollc)' at the Bank 11 being pureued in 
favor ot the Traneamerica Corporation, and '!'rani­
america Corporation at the pr .. ent tl.me 1a 1n a tough 
dtuation, 10 that it the d1v1dend1 ot the Bank were 
reduced, it. own Bank would be more dllcredited than 
it 1a being dlacredlted at the pre1ent time due to 
the op1rat!one ot the Seour1tl .. and Exchange eo­
abdon. So undoubtedl)', the Preeident ot the Trana­
-rica Corporation, llr. Grant, would be a powertul 
t1gure in detena1n1ng jUit what &newer tbe Bank 
woW.d ~e to a threat ot that nature. Would he 
think that 1n behalf ot hll own interests, the 
corporation, dare h e look ahead to the point where 
the Trea81U7 will llll.ke publ.ic that report ot exam­
ina tiona and bring about the conaequencea ot thatf 
There ia another unpredictable tact , but lt 1e an 
illlportan t one • 

'l'he oM obJection, apart troa the danger ot - •ball 
I aa7 deltro)'ing the Bank - ari1lng trom th11 action 
ot m•ldng public the report ot tile exem'nat1on ot 
the Bank, 11 that it ie an adalnlltratin action 
11hlah i1 tak111 1018~ w1 thin cme department and 
there i• no hearing. It i1 autooratlc 1n character. 
'l'hl law .U•• it that .. ,.. The tact tlat it ie 
autocratic 1n character 1a 10111ethlng that a&)' subject 
the 'l'reaeur:r to condderable critlclam when a len 
autocratio Nmed;r i1 aleo at their hand, namel;r, 
the aotion before the Pederal Reserve. I thlDk 
that 1e an i-.portant ele!Uilt to ooneider. Bot onl7 
polltlcal but tlnaneial critici- _,. ver;r well 
attach to tbe Trea81U7 tor the •plo,_nt ot what 
I call tbe autocratic •tbod a1 agal.net the quad­
judicial method ot proceeding UDder Section so. 
t advance theee ccme1del'Atione because the1e are 
the thing~ thet have been l'Uilll1ng around 1n •7 
a1nd in tr;ring to detenalne what would be appro­
priate action tor the 'l'rla81U7 to take. '1'be more 
I read th11, the acre I aa oonvlnoed ot thll point, 
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that this altuation would nn•er be sathtaoto17 
lml.en the total .naa•ent ot tbl iiiiDk 1tselt 
oould be changed. I - tel'1'1blJ OOIIYinoed OYer 
that point. .l bank .naa-t tbat doN tbl 
thiJ:16a that th1• manas••nt d14, it ··- to ... 
~t not to be pel'lll1 tted to r-in in chars• ot 
a tr-ndoue in1t1tution ot thil nature, with 
the tremendoUI r81ponl1b1Ut1 .. tbat do attach 
to this particular bank .al&g-t. I han 
talked tor a lang tim~, 

he17 word ot '!bat JOU laJ 1a ot tre•ndous ia­
portanoe and ot great intereet. You atated 1t 
eo clearly and caretull7 that it W&l ••17 halptul 
to .. , and tblt 11 wbat I wanted you to do, h 
to hl l p • ••• 1t1 remY1J:I6 all ot the nib and 
all the per1onaliti .. and enrything else that 
have been injected and all the pol1t1ce that have 
been injected. 'l'here are eo .. th1J:I6s I would lJ.ke 
to a&J. I think you gaYe a magn1ticmt re- ot 
this picture. 

Have you (Kr. Greenbaum) had tiae to so into thb 
thing? 

Hot I hann •t had tille to mllke a!Q' real stud7 
Whl.ch would warrant me to lllllke anyth1J:I6 like an 
analysi1 nor a det1n1te reco.aendatioo! but 1t 
JOU think 1t would be helptul, I can g ve JOU 
certain - wbat I lllight call general 1mpressiona 
that I have , 

I wish JOU 'IIUUldo 

81liPPl-mt1J:16 what DM.n LarwU• baa juat 1a1d, 1t 
se ... to me that it i1 pertectlJ clear that wbat 
you are aeeldng to do cannot be accomplished bJ 
an.J ot the tour aetboda tbat Kr. Poley baa pointed 
out. I do not •an by that that one or 1110re ot 
those 1teps ahouldn't be tllken, but obrtoual{ 
none ot those 1o-oalled remed1e1 can, bJ the r 
Yei'J nature, cure the lituation, namely, as Dean 
l4.ndis has pointed out, you are concerned with 
aanagement primarily, I would saJ, supplying the 
new capital there and with that the d1Yiden4 
policiea, and than I would aay correction ot 
ditterent abulel that have occurred. 
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It 'JOU ana lJ&e the a tepa that JOU can taka 
l egall)', tirat 'JOU have the prooeedins under 
Section :50. SUppose i t waa aucce .. tul tl'(a 
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the a tandpoint ot ending up with an order ot 
removal . It ... ,. be true that JOU have gone a 
atep in that di rection, but JOU haven't de ci ded 
what the new JB&D&gement will be and - nor can {ou -
nor baa the Treaaur,. Departl:lent or the Oomptro lar 
the power to do that . 

The next atap would be the publioati011, which 
obvioua l'J cannot be a constructive thing. It 
may be (luite destructive and the two other a tepa 
indicated, that is, proceedlnga under the FDIC 
to revoke the charter and to cancel the insurance, 
obviously the t'unereal stepe that you would take 
in connection with this thins are t hose. 

'1'heretore , all I wanted to emphasbe was the con­
sideration of any of theae four remed1ea. Ob­
viously, you IIIU8t hlve clearl;r in lll1nd that that 
will not be a corrective. Whatever one or more 
you decide on IIIU8t be a meana to an end. I reel 
very atrongl'J, fran rath,er an inadequate atud'J 
ot that, and etating w1 th a good deal of diffi­
dence, that befor e taki ng anr of thoae atepa -
and I would favor Section 30 if anr waa to be 
taken - 'that a final effort should be' J;J&de of a 
very firm and def1n1te nature, if possible , out­
lining preotealr what ahould be done within a 
gi ven atated time and with an indication that it 
it ia not done it would be followed bJ drastic 
a ction. '!bat i a in line w1 th What Dean Landis 
1a sa;ring there. · 

I did have the reeling also that he indicated 
that , looking at thi s from a public rela tione 
a spect, the Treasury might be subject to some 
cri ticism or condoning, at leaat part of that , 
bJ not taking more drastic action previoual;r in 
a pite of the - what to me waa a ahoekingl7 de­
f i ant attitude that the Bank baa taken , throU8hout. 

In other worde , I would like to aee aome other 
a tep taken and a very f1rat and positi ve one 1n 
the nature of an ultimat\1111 as a prelude to an:r 
other aot1on, not onl7 from the standpoin t of 
the hope that that might correct the situation, 
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but also I think i t would materially improve the 
position of the Treas\U')' in any 1111bsequent action 
'llhioh it lld. fPt be forced to take, 

Well now, can I kind of review this thing a little 
bit? Anybody interrupt mo that wants to. Let ' s 
go ba ck on this situation. It doesn ' t help it 
any, r1ePt or wrong, but I Yla sn•t here in ' 33 when 
the Bank was opened. As a matter of f act, I hnve 
never read their records ao I don ' t know the 
exact circW!Illt ancea under lbioh i t was opened, 
although I have had vorbal explanations . But the 
Bank was opened, and than from ' 33 to ' 38 - September -
O' Connoi' was Comptroller and wh1le there is no written 
reoord , he doea say that he did again and again ad­
monish - I think that waa the word he used, the 
exact word - these people to do something, but there 
ie no written record, alt:houfP he saya so. I think 
I am correct in that, am I nott 

Yes. 

No \'lrit t en record. 

But before that •••• 

No, t h e record is very bad, 

But o •eonnor said he had admonished them again, 
but there is no wri tten record. Sometime - I don 't 
know exactly when it was - '37, or sometime like 
that - the Chairman of FDIC bri ngs 1t to rq a tten­
t i on that h e is worried about this th!ng because 
i t represents such a tremendous proportion of thll 
guaranteed deposi t e, so we looked int o that and 
about that ~. if I am correot, on their own 
and independently of us the SEC began to make an 
investigation of Tranaamer1ca. I think I am rigllt 
on t hat , a~ I not? 

I think Dean Landis was in the SEC then, 

'l'he SEC program was started, I think, in the summer 
or 1936, It was started very oasually' in this 
tkahlon. About that time we were conducting a study 
or investment trusts and although Tranaamerica ia 
tec:hn1cally not an investment trust but one or the 
bank owning t rust a, it seemed to me that 1 t waa 
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wbe tM. t - ousht to know -eth1Dg about mat 
-rr.n .... l'ica waa - the c011d1t1on or Trana-r1oa. 
I bad beard ~r• to the errect tba t 'l'Nn-rioa 
wam 1 t u sound ae 1t abould be. I didn't know 
whether to put an7 credit in those l'UIIIOr a or not, 
but I thought it would be a good idea to start an 
inYeatigation 1n order to aee whether or not we 
ware aitt1ng on top or the worl d or not. So a 
crew or un waa aent out there 1n 19;56, the a\llllm8r 
or 1936, and started tukina an eDI!l1nation or the 
reporte. The reaulta or that •x•m'nation brought 
a ael'iea ot other proceodlnaa 1n their trai.n o•er 
the 7eare, 

I thlllk 70u are about correct aa to tbe t~, 
Ill'. Sec:retar,., beoauae at the tiae this -tte:r wae 
brought up to 70u b7 Leo Crowle;r, we got oont1dan­
t1al.l7 a cop7 ot the prelim1nar:r atud:r made b7 the 
SBC aen, 

1hat was in April or 19;58 that tbe7 gave 7au that, 

That oont1dential oop7t 

Well, I was at the SBO in December or 1937 and it 
wae 1n the spring ot ';56 that that report came 
before the .sBC and it wae detena1ned at that time 
that we would aend a confidential cop7 both to 
the Secretar,. or the Treuur:r and to the FDIC, 
I think. I - not eure about the PDIC, but I aa 
eu:re about the Secretar,. ot the Treasur;r. t 

I th1Dk I aa Wl'Ong ; it was the earl7 .-r ot 
19;57. 

It wae presented to the SBC atter I went there 
and that waa 1n the epr1ns or 19M that we aent 
it over to the Secretar,.. 

Well, an,.wa:r, beg1nn1ng w1 th the change in the 
otrice ot the Coii!Ptroller or the Currenc;r, we 
have got to do eve1:'7th1ng, I th1nk, through die­
ouesiona and contaota to tr,. to lUke the manage­
ment or the Bank ot Aaerica oonaene their assets 
through reduo1Dg t h eir dividend pa,...enta. There 
also was a sel'ies ot negotiations 1n regard to 
taking additional capital, 
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Looking at thia thing trom the standpoint or being 
autocratic, well certainly, we have been in con­
sultation with them now - a ctive coneultation - for 
almost two yeara. They have had every opportunity 
to ccmply with the requeata or thoee agenciea or 
the Oonmaent that have to do with auperviaion of 
the banka and I have yet to aee any real errort oo 
their part to c0111ply with the Government's request . 

I think on December 15 they received a request signed 
by t he President and ~salt. They completely die ­
regarded that request . I think their a ttitude waa 
insolent, showed a compl ete lack or cooperation. 
They have certainly broken law after law and as 
tar aa Mr. Greenbaum• e auggesticn as to making one 
more effort, I think we have pass ed that stage. I 
think that letter or October 2 , written and signed 
by the Comptroller, went beyond a warning stage . 
If you say to a fellow about three times, •I am 
going to knock that chJ.p orr your shoulder,. it 
gets to a place where he baa even leas respect for 
you than the Oianninia have for the Trea11W'7. They 
haven ' t any respect for ua and there isn't any 
reason why they should, because they have been 
above any authority since 1 33 and they have felt 
that they, can continue througn various avenuea to 
flaunt the authority of the Qovemment , 1he7 
have aucceaatully done i t to this atage and I 
tlUnk when we wrote that letter or October 2 -
they have had two montha to make an effort to com-
ply - a real e ffort to ccmply with the V8.l'1oua itema 
listed in that letter and I have yet to eee any 
r eal effort on their part other than trying to 
pull political wires. Now, that doesn't say that 
Hr. Greenbaum can't have a rebuttal and i f he didn't, 
I would be diaappointed in him, but I personalli 
reel that we have passed the stage of addit iona 
warning and have arrived at the point where we 
ought to , with the h elp or you gentlemen, alee up 
our minds a a to what we are going to do. I don• t 
know, and I haven ' t made up~ mind, and I didn't 
make up rq mind until that laat telephone call 
that I bad with Mr. Landia that this question really 
got down to a •tter or whether we should or shouldn't 
condone that management an:r longer. Since my tele­
phone call with him, I peraonall:r would feel that 
the deciaion we have got to make ia, are we going 
to condone that management or are we going to aay, 
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what 1s the beat -~ to get rid o~ it . 

Everything in this room 1e highly confidential, 
but I eaw the President juat before be le~t about 
a week ago and he asked me What the program was 
and I said, well, I hoped to make up our own m1nde , 
put it into brief ~orm and than come over there 
with you gentlemen whom I have invited to accompany 
us and a sk h1m t o give ua all the time necessary 
to let u e present this thing to him, and be ea1d 
be would like to do that . 

Now again on this matter o~ autocracy, the other 
suggestion that I had wae that i~ the Treasury and 
the Presi dent were in agre&Dent - and we wouldn' t 
act unlese we were in agreement - then the thout;ht 
I had was o~ asking the Chairman or the Banking and 
Currency Committee in the Bouse and Senate to call 
a joint meeting and let us present thi s ease to 
them and then get their quasi-approval or the 
a ()tions. 

Who are they now? 

Wagner, Steagall and Barkley . That would overcome 
that cri t1c1sm. I would just lay the whole thing 
be~ore them and i f necessary tal(o days or weeks , 
or whatever it i s , to lay this thing before them. 
I would say, ~ow, gentlemen, we have arrived at 
this stage and. this 1e what we are reeotm~~ending, 
but be~ore we do i t we would like a quas i - approval." 

Now, there 1s no use trying to put anything down 
on paper, I suppose, until we know what we have 
1n mind. Following the avenue that you were ta lking 
about, to tell them that we are going to give them -
how oany days notice be~ore we publish, what does 
the law eayt 

Ninety . 

Ninety days. Supposing we give them a ninet y-day 
noti()e or publication or this r eport and then 
set down once more in that notice the things that 
we would want them to do during t hose ninety d ays 
and. that would partially take ca.re of wha t you 
eay, wouldn't itt 

• 
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'l'bat' 1e 'llhat I bad 1n m1D4oo I d14D ' t aean to 
bold up be:roDd, -~. a ftl')" abort laJ18th ot 
t~ aeDding that , 

Aa tar aa I IIIII concerned, it baa gotten be)'ODd 
the d1acusa1on a tage , Nobody that I have s een 
yet can do it any ft7 tmleea be doee it the 
01ann1ni ft7 and thle laat auggeat1on - I mean 
it 111 eo t,pical - they will take certain pro­
portions of their div1deDda - no, take all. the 
dividend& that the7 paid Tranaameriea and ear­
•rk t hoae and eubject to. • , 

Give th- a write- ott of iDdebtedneea to the 
Bank or to purchase preferred etock 1n the Bank. 

45 

The7 can ' t do it the ft7 &1Q' no~l pereon would 
do, aa:r, -we rill cut the dividends 1n hal.f.• 
1'bey juet can't do it the nora.l ft7• But let 
- aa7, we go ahead and give them a n1net:r-da7 
letter, ie that what 70u o&ll it or a letter 
ea71ng that in ninet:r da71 we nh publish th1a 
thlng unless they do the following thinga, aDd 
then list the thlnge during the n1necy deye. 

Now, at the end of ninety da711 if the7 don't ftnt 
to do it , then we publish. Then 'llbat I want to 
aak the Oomptroller, What ia :rour beat guess ae 
to wbat would happent You 11&7 during n1net:r da7a -
70u have got n1net:r da711 to do the following things. 
It at the end of the ninst:r da7a :rou haven ' t dona 
thllll a hundred percent - and we are not going to 
argue about thea - we publ1ab. 1'ben 'llba t 111 :rour 
beat gueea ot what would happent 

'1'bat is an awtull7 dittioult question. 

What would 70u do , lmder :rour autborit,., at the 
eDd of nlnet7 da7at 

We would publiph the report 1n oaae they had not 
Mt all the condi tione. I thought 70u Jll8ant wbat 
would be the result to the Bank and .... 

You mean :rou' d publ1ab the report, and then what 
happens to the manag•ent and the Blllkt I Jll8an , 
I don 1 t know rq Ocmptroller1 a law. 11bat do :rau, 
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ae eo.ptroller, dot You pubUQ 1t 011 1111ch Uld 
euch a da7 Uld the wbat do 7~ dot 
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After ttl.at , we do noth1Da, we Juat lake it publi c, 
'l'bat 18 the eanctioa, -.k1J14! it public, 

You do nothing about tbe manac-entt 

There ie no teeth in the sanction except the 
publication ot the repor t, 'l'he aaau.pt1on ot 
the law ia that the publication ot the report 
would be a autticientl7 dr&atic re.ed7 Uld would 
provoke reaignationa or oorrectiona, I tb1nk I 
etate that correctl7, do I nott 

I th.1Jik eo. 

Supposing Giannini doun1 t reaign Uld tbe7 coat1nua, 
then wb&tf 

You are Juat where 7ou are now. 

I would like to look eve17 JUIIIp ahead on that. 

We are exactly 1n the a&llle poeition that we are 
at the moment. We have a11Qpl7 1ntonned the public 
aa to the condi t1on ot the Bank and that 1a wbat 
the law contemplates. 

It the JudgJDent ot the bankers 1a correct, the 
publication ot the report would precipitate a 
""'1"7 aerioua run on the Bank, 

I waan•t dwelling on that, because I understood 
the queat1on waa aa to what we would do. I UDder­
atand when we h&n published the report we have 
completed the sanction. 

Yea, but I waa th1nk1J14! it the financial atatelll8nt 
tor a baDk waa published and, l et 1e aar that 
reall7 the caeua belli for the publication ot that 
report would be the declaration or the dividend 
1n Karch , 'llhich would be juet about the n1netr-
dar period, then it that 4id precipitate a a1tuat1on 
1n the Bank, other action would inevitabl7 follow, 
certa1nl7 a Section ~0 proceeding would have to 
be taken. Ve17 l1kel7 llr, Crowle7 would be pro­
ceeding under the FDIC. 
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What 7011 -an h, 1n oaae we publ11h tbe report 
and the G1ann1n1e do not redgn and nothing 
happens and the Bank doeen• t have the run that 
would deatro7 1t and force 1naolvencr, then we 
would have to go forward nth other proceedins•• 
Tbat would be diecretionar,. nth ua, wouldn't 
itt I mean it 1e not aomethins that followa • ••• 

It 1e &ll discretion&17. You wouldn't have to 
publish the report. 

47 

I thillk i.t 7ou sive fonu.l notice that rou ere 
go10£! to publ11h the Banlc report, JOU want to go 
through with it. I don ' t thillk there should be 
any conditione attached to it that nulll.t'J the 
effect of the statement that JOU are go10£! to 
publish the report. I don 1 t th1.nk a formal 
announcement that JOU are go10f! to publish the 
report· should contain anrthins but a mere state­
ment that because of their actions in the peat 
and the condition of the Bank, it becomes necea­
aar,. to publish the report, a.nd let it so at that, 
and I think you have sot to go through nth it. 
So I think the logical thing to do 1f you want a 
threat to br1ns them to terma - and I agree with 
70u that the mere writing to them and uk1ns them 
to come in ia gotns to accomplish nothing - I 
think sane fo~l action is noceaear,.. r mould 
think the fo~l action would be the fo~l. notice 
of proceed10f!a before tho Federal Reserve Board 
of Governors. Tbat 1a no t an irrevocable thins· 
What JOU are eookins ultl.matel7 1a tho removal 
of this management from the Bank and that looks 
d1rectl7 toll1lrd the removal of tho .anag-ont of 
t h e Bank. 

In the meantime, the Bank comes in and sa,.., "llow 
what can we do to prevent this hoartns which will 
cause us a l.ot of trouble . • Of course , the7 can 
avoid the heartns by rea1gnins. 'lbe manasement 
of tho Bank can resign 1n advance or the hear10£! 
and that nll supersede tho hoar1ns. But the other 
thing, I th1nk, is • ••• 

I don ' t understand it. You ear we should send out 
a nine ty- da7 lottort 
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I aa;r we ahoull1 not and I atate4 tbe reaeCID8 
q I dGD 1 t th1Jik n ahoul4. 

'Mla t do ;rou aa ;r we 8hould dot 

Start the proce eding• before the Board ot Govem­
ora, beoeuae that givea a chance tor be.r ga1n1Dc 
which the others Ito not . 

What are tbe;r going to do in the be.rgainingt 

.ltter the7 get the tonu.l Dotice ot bearing before 
the Board ot Oovemora ot the Federal Resel"Ye 
S;ratea- and I 4GD1 t think we abollld g1T8 th .. 
&117 invitation to bargain, either. 

'l'bat 1a another rtn. You bellne in tbe Section 

~' 
Yea, and I think it would be a great alstalce 1! 
;rou choae to follow thla matter ot a notice that 
;rou were going to publiah the report to attach 
that condition \miter which the;r could avoid the 
publica tion ot the report. I think there 1a a 
aer1oua legal queat1cn ot whether that wauldn ' t 
nulll!;r the notice t hat ;rou are going to publlab 
it. But at an;r rate , I think i t would be a m1a­
talce beoeuae 1t bangs a string on it and aa,-a ;rou 
don 1 t reall;r mean It. 

Well, Herbert , when ;rou give th .. notice that ;rou 
inteDd to publish t he report, ;rou tell tbelll unleaa 
;rou do the tbinga ;rou or1t1che, ;rou will publlah. 

Ia that the routine th1ngt 

'Dla t 1a the law, and ;rou don 1 t have to publish 1t 
the;r do tboae t binga. 

'l'bat 1a the lawt 

'Iba t i s the law. 

I don ' t agree with ;rou, o .. tcn, at all. 

Let me aak ;rou tbla, Ed. You aent out a D1nety-da7 
letter to a taxpa;rer ·tor a bearing on the Board 
ot Tax Appeals . Now, JiiD, wb7 can't tbla be a 
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Yea. 

'l'bere are plentr ot aUJ~plea. 

I .. juat thinking 1n te~ ot TreaeU17 prooedure. 
You get a n1netr-d&7 tax latter and during that 
tiaa - that h the euagaation that rou (Greenba,.) 
and Knollenberg -de, 11n1 t it, that we send out 
th1a thing - well, we get read7 to trr and u the 
tallows ccae 1D and do tba thing, we - 1D other 
worda, aa I got the wageat1on ot the ninetr-4&7 
letter that rou tellowa aade, our trouble 1a that 
•• trr it and the tallow aara, -.eu, I don't owe 
the Treaaurr anr tax, I han got no bill trom th••· • 

Iow, 1D th1e ca .. - I .. juet thinking out loud -
wh7 ian't it the .... , give the tellow a ninetr-
d&y letter like the taxparera get and during tbol8 
ninety days the taxparer can aettle and then the 
Board ot Tax Appetls doean•t get it and we settle 
all the time, don t wet 

Moatl7 court oases. 

All right. Iow, we aend th1a tallow a n1netr-d&7 
letter we are going to publ1ab unl.eae during tbl.t 
period he doae the things rou at1pulata. It be 
doeen1 t do it, then rou go before the Federal 
Reaerve Board, which oorreeponde to the Board ot 
'lax Appeal.a. What 1a the -tter with thatt 

I don't aee anr objection to tbl.t. It ..... to 
- that the n1netr-d&7 letter woul.d be leYerage 
tor a trade, u I oall it, and a right trade. It 
ia a .are powertul leverage than the leverage 
under Section ro, beoauee there th87 have a obanoe 
to go through other aouroea and whereas w1 th the 
ninetr-d&y letter rou have got the entire aituat1on 
in band. 

Let u aek another th1.n4i tl'CIII the standpoint ot 
public reaction. It ee-s to • that our caae 
batore the Pederal Reserve Board 1a twice aa good 
it we have publlahed their report than 1t we 
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go before t hea and preeent our eYidenoe and 
they object to each thing we do. Did 70U ever 
think or tha tt 

I think there is a lot to that, I think rtq 
i deas on the procedure have changed a little 
since the last ccnvsreation I had the other 
day with Banes and Poley, and eo on. There , I 
wae under the iJIIPr&Uion that the beat method 
or proceeding -· to proceed "-<<iately under 
Section 30, 

'!he way the thing linea up in 1117 1111.nd 1s this , 
when you c0a1e out with tbat threat to publish, 
whether or not you etipulate certain cond1t1cna, 
eomebody will be within your oft1ce i n a tew 

50 

days to talk, or it you stipulate certain con­
ditions in that notice, then again scmebody will 
be in w1thin a raw days to talk. Supposing the 
thing iantt completely satietactory, the arrange­
ment that 1s made, '!hen there is always the 
opportunity to bring a lit tle more p ressure by 
saying , for example, one of your conditions 1a 
a change in the management of the Bank . If you 
boys won 1 t make that change , we have got to melee 
a change ourselves by proceeding under Secti on 30, 
so you do have that a dditional leverage to bring 
about - what I would call one of the main pointe 
of 70ur program, whereas i f you go under Section 
30 alone, 70ur leverage 1s weak because you have 
to re1y upon the tedious proceeding before the 
Federal Reserve Boud. 

The rocal point 1e now, 1n the aenae that on1y 
those things that relate to the ensting -.nage­
ment of the Bank don t t neceaaa.r1ly carry w1 th 1t 
the requirement for a correction or certain 
practices that are going on, whereas your pro­
ceeding to brlng about publication or the report 
gives you, I think, much more coverage and then 
it' i t is sticking, you can then proceed under 
Section 30. '!here is no rea son those two thinga 
ehouldn1 t go on simultaneously . nw.t 1a rtrr 
concepti on of tha t procedure. It changed a little 
after the last conversation, thinki ng Just how to 
use your own weapons . 
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That h right. 

I Juet want to call attention , llr. secreta17 -
1n the d18au881oa I th1uk we b&Ye beccae a little 
contused as to the procedure angle as we proceed 
under Sect1cn 30, or 1t 7011 would proceed on the 
publication 1dea, As I understand t he procedure -
Mr. Fole7 and the others can correct me - under 
Se ction 30 there would be no not1t1cat1on what­
soever to the Bank, It would merel7 be - that 1s, 
no not1t1cat1on trcn the CoiiiPtroller, 'lhe Ccap­
troller would cert1~ to the Federal Ruern and 
than the Federal a u ern would, it 1 t deelllld 
proper, send out a notice and eet this tor hear1z18 
w1 th the Bank. 

'lha t 1a right. 

In other words, i t wouldn't follow automatical17 
1t }'ou proceed under Section 30 tbat the Bank 
would 1mmediately be no t1t1ed or anything. All 
70u would do 1s report cert1t1cat1on atter warn1ng, 

I am familiar w1 th tba t, 

'lherefore, it 70u would proce ed only under Section 
30, 70u would not b&Ye the opportunit7, as tar ae 
not1ticat 1on goea, of g iving a notification to the 
Bank and then 70ur analog}' of the n1net7-da7 notice 
would be corre ct 1t 7ou are proce eding on the pub· 
11cation idea, 

'l'bat i s r ight. But here 1a the thing, I don 1 t 
know how 1mch the analog,- ot the SBC 1e setting 
torth and the Federal Reaer.e 1a eett1.ng torth, 
but 1n the Transameri ca case, 1n t1'71n8 to prose­
cute that before the SEC, the}' are eonstantl7 1n 
the courts and the7 are held up all the time , I 
don't know whether - let's sa7 we bad no n1net7- da7 
letter , we jus t noti f ied the Federal Reeerve we 
wanted to proceed, Could the Giannini lawyers tie 

· ua up on every b it ot evidence that we want to 
proceed on, s uch a s introducing the tirat thin8 
would be an examination of the Bank! I mean, could 
tba;r protes t and constantl7 go t o a court to tie 
ua upf 
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Taa _.,, atop a follow r... ~ • utloa• 
... So-tarJ. I ¢R14 t:b1dc uait It b .._._ 
a'blo • a•- tbat wowldD•t be 4oM IMN, beoauo 
the p!'OaeclUN 1a tablJ n11 oot fCIPth 1D taw 
otatuto aD4 theJ woul4 ba'N 11tUo or no obulM 
to SO into OOU't Ul4 aek thO OOIU't to NOtN!D tho 
Ocllptl'oUo:r he. 1a7JII& 'betoN tbo Po4ora1 ltoOO:I"N 
o't'1dc08 ao to tho ocmiluot ot tb.lo llaDk tbat the 
otatuto authorlaoo h1a to do, 

Blat tho:r ooul.d - ftl'loua thins•, ao be toN tbo axe ••• 

I would u- the:r would atto.pt to bold up all 
thq oould. 

Taa 001114 otlU reool"t to the Dinet;r-da:r letter. 

2be7 probablJ -u atto.pt to eaJolD :rw ~ 
Pllblhb'"& tba Nport, 'tnat on a !Mol"iJJ& betoN 
~ J'lldaO, I lbould thlDk thq waald baYe DO ab&Doe 
at aU. 

Look at the danger or a prooeedlns to :l:!" pub-
111h1Ds a Npori. 'l'b&t 1e a terrible , 

It would lbow the7 weN otl'old to ba.,. 1t -• out, 

'lba t 1a a "-'ns aoaaoatlon. 

Die th1Ds I wanted to aa, IIJo, SeoNtai'J, waa lt 
tho laWJOI'I bad DJ ldM that 11D7 OOIII't would bold 
tbot aa a t-ble &l'VIIII4· lappoao w -t out Uld 
••t thh alDety:.da:r letter aid lald d- o01141-
ts-. and the o~iola •• , 1Dto ooU't aD4 a•.e 
tor a reatN1D1Ds order oplnot OUI' publloatlOD ot 
th1a Nport beoaue ot oapriolouanoaa, et oeteft • 
.. , aN the odda tbat tbo OOIII't would Uaten to 
ncb a thins or would requli'O ars-nt or would 
take 1 t out ot our baDdo tor Ndew betoN a oovtt 

On tbo poaalb111t:r that JOU can• t tell j111t 'llbat 
Judge thla aall!)l.t 001110 be tore, I would ••:r tba t our 
obancee weN~ to 1. 

'Diat 1e wbot I want. '!heN 1e pl'actlcoll:r DO 

obance at all. 
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There ahoul.dn't be IIDJ' abance tbat the7 aboul.d 
be able to atop J'OU trOll the COIU'h. 

Pram publiahing • • •• 

Either the report or exaaination or putting in 
70ur evidence before the Pecleral ReeerYe Board. 

53 

Well, let •• aak J'OU th1a, could 70U (LanoUe) 
so b&ak a mnutet Do J'OU feel - after all, to 
get bade to the question ot being arb1tral'J', 
do 70u teel that n would be arbltrar, or unta1r 
or unjust, whatever word J'OU want to uae, 1D 
view or our letter or .Jul7, our letter ot October, 
and th«l it - - along with a not1ce or n1Det,. 
daya and this thiDa, at1pulat1Ds the t.hmge we 
wantecl them to do and which the7 bad n1Det,. da7a 
to do? Do 7ou feel tbat would be arbltr&l'J' or 
autocratic in View or the h1ator7f 

I don't tbJDk ao, on th1a record. There baa been 
an -ple opportun1t7 given the Balik to c0111pl7 with 
the Comptroller'• wggeat1on, and the7 nave con­
aistentl7 retuaed to do eo, but I waa Juat think­
ing - a VBl'J' un1Dto~d, popular reeling - a great 
objection exiata at the preaant t11111 through our 
countl'J' at large to certain admin1atrat1ve pro­
ceedings on the grounds that tho•• proceeding• 
are ·eo &l'NDgecl with the admin1atrat1on as both 
proaecutor aD4 Jqe. Tbat h the nature ot the 
proceeding, that J'OU ~raelvea dete!Wine, witbout 
reference to an7bod7 e1ae, 11betber or not to in­
tllct this 1:7Jar7upon the -· I d«l ' t sa7 those 
thiDa• out ot ...Uoe, but that 1a the kind or 
attack that could be •4e on tbe 'l'reasur, and the 
kind ot attack that - I •an the public1t7 troa 
the other dde - I woul.d think about that, 

I aa so1ng to argue with J'OU on th1a thing, be­
cause th1a question ot 'l'reaaur, author1t;J or 
authorit7 1nveated in one peraon - the wa7 I reel 
1a thhl What 1a the tundallllntal interest I have 
1D th1at It 1a to insure depoa1tora all over 
.U.rica. Bow, I want to make wre that th1a 
Federal Deposit Inau.rsnce th1Dg continua• to work 
and through the be4 .anaa-nt troa one Bank, that 
all depositor•, their deposita are 1D danger. •ow, 
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we have given thie IDIUl evei'J k1n1 or •amins 
and while I know the crit1oiaa, after all, 
it Congress did s1ve th1e author1tT to adlll1nh­
trative executive• eo that th1e demoorao7 could 
work in order that we would have the euperYie1on 
over people who want to abuse the ri8hte of the 
little fellow •••• 

I don't d1easree with TOU• 

I know, but I want TOU to do that , but I just 
feel that that isn't even a .. tter that even 
soee back to last JulT - well, let's date it 
fro!ll the time that thh -.n (Delano) took office. 
Let's eay that llr . O' Connor d1dn ' t make strenuous 
repreeentatlona. 'lbe new manasement went in in 
September, 138, d1dn 1 t itt 

I think I took the oath of office in October. 

But Upham went in and - it 1a einoe September, 
i sn't itT 

'lba t 1a right. 

So it ill from 1 38 throush 139 and for one T•ar 
it hae been the one thins TOU have been t1'71ng 
to do, to get these fellows . Certainly no one 
can aocuee Delano of not sivins those fellows 
every effort to -et 70u one third of the -T· 
'lba t 1a right. 

And for one 7ear and two 11101lthe now, one JO&r and 
three months , under the new manasemmt we have 
been trying to ~e theee fellows aeet ue. !low, 
oertainlT e ven Hr. L&ndie criticizes the TreaSUl'T 
tor havins been elow and not torcetul enougb, 
and so forth and eo on. He doeen 1 t accuao ue 
ot being too tough. 'lbe point I make , if we do 
it th1e wa7 • wou ldn' t the thins be to S&T in vi ow 
of our letter of such and such a date and euch 
and such warning, all of which -t t ere they have 
dieresarded, we now want to sive them one laet 
opportunity dur1ns the next ninety daTe to do 
the following thins& and that we feel 1n the 
interest of our depositors - lacking that, 1n 
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the intereata ot other depoaitore , it will be 
neceseary tor us to publish the report so their 
depositors will know the condition ot their 
Eenk . That 1s the purpose ot publishing, isn't 
it! And then the depoaitcrs can decide whether 
they want to keep their money there or not . I 
&m thinking out loud. 

55 

the proceeding tor publication ot a report , ae I 
understand it, would seem to me t hat what the 
Secretary is saying at the present time is a very 
important thing to emplo:r , at the pre sent time, 
to wit, there shall be an exhaustive findings ot 
tact by the Comptroller himself that the condi­
tions have not been complied with preceding the 
hsuance of the notice. Would you think that 
shou.ld be done T 

~t 1a in line with the point that I was trying 
to make a few momenta ago, which I didn ' t make 
clear. 

That all takes in combining ample explanation, 
but moving forward , but still gives the fellows 
three montba in which to do something. 

Well, I think, Mr. Secretary, What you said is 
amply borne out by - a little while ago , Mr . 
Secretary, you asked the Comptroller , as I under­
stood it , What would happen after the ninety days 
and a!'ter the public ation, that is , what would 
happen in the sense of what the Comptroller' s 
ottice could do , and I think the anawer 1s correct, 
legally, as tar as that section goes, nothing. 
The proceeding is finished upon the publication. 

!low, the point I am trying to make 1e this: I 
think that the record, a s far as I have aeon it , 
more than amply justitiae your statement that 
the Treasury couldn't be accused of being di c­
tatorial or autocratic in any way. Dean Landis 
indicated criticiea in the other direction in 
the early days. What I am getting at is this , 
if you take any of these actions , you are not , 
obviously, by their very nature, correcting the 
condition you want to correct. rlhat you are 
doing is, you are taking tho action because you 
are properly aiok and tired of this arrogant 
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detimce on their part and inatead or wr1t1na 
lettera to th-, ghin8 them •rn1ng, you want 
to take aome draatic proper legal action to 
t ell tbell. you are goi.na to do eomethi.ng. The 
point I a11. t~ to aaka 1a I tb1nk you oan 
do that without neceaaarily l..;ediately takins 
your choice or Section ~0 or ~b n1net:y-day 
thing. 

To be legal tor a moment, it I .. y, it aaya 
here that the Comptroller baa the power and 1e 
authorized to publieh the report or thie exam­
ination, ~ch ahall not begin until l20 daya 
atter notUication ot the reoo-.ndatione or 
mggeetione or the Comptroller have been com­
plied with to bia eath!aotion. Then !ollowa 
the ninety-day notice that auch publicity Shall 
be ginn to the a.nk or the a !!111ate. l!fow, 
auppose a letter was given which would follow 
Dean lAndis' point, in which you W<Nld rehearse 
and have What we law:yera call a "eelt-aerving 
declaration" of what baa happened, characteridng 
&IV 'lilY you wiah their arrogant defiance of thle, 
referring to your letter or October second, their 
inadequate reply, et cetera, and aay that the 
following reco-ndat1ona have not been complied 
with and 1f they are not COIIPlied with within 
120 daya, you will take action u prov1ded by 
law. Now, you could then conatNe that, if you 
wanted, to give youreelf another n1net:y daya 
after that or ,-ou oould conatrue it tbat you 
could take an action under Section 30, or what­
not. 

In other word&, you would then, aa I see it, tor 
the tirat t1me tell them to do aometbing with a 
definite time or else. 

H. M. Jra Wait a minute . According to that statute, we 
give them 120 days notice i n order to do what 
the Comptroller th1nka they ought to do. Then 
at the end or the 120 daya, we either go on the 
ninet:y-day or Section ~0. 

Gr eenbaum a Or both, or the:y 11.&7 compl7 w1 th aomethi.ng 1n 
the 11111 ant illlll . 
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'Dim cleolcle oa ... IWM'7 c~e,. or S.oUoa 30 
01' both. 
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~m•t Ulat 110 cla:re retv tie tlla NO ""•Uone 
oonte1De4 1n tM repo11: 1teelt wblda hal alrea4:r 
bean turnlahed w tlwat • 

I t:b1Dk JOil -ld OODatr\w thh eal1l:r to A7 that 
70U ban glftD thnl 180 cla:re .-uoa now. 

120 da71 1taned to 1'1111 wl th the Ju1:r letter ot 
o1'1Uo1- baiiCl 1lpOD the l&lt repOI't ot an•'na­
Uoa 'lll1ah •1 Hilt 1111t. I thlDk 70U don't han 
to wa1 t another 180 da,.. 

'lbe point I -.de 11, althoush :rou doD' t ban to 
walt 120 da,., I thlDk 120 daJI aDd .ore DOtlOI 
ba1 ~ g1ftD to tawa, 111l1oh would entltla :rou 
to prooee4 UDder thll lllnat:r-4&7 .. otlon. 

BQt tho polDt I -k• 11, :rou don't want to proooed 
UDder that U :rou oan aooG~Wllah :rour purpoaa bJ 
.altlJI8 the•, bJ a l'Ml dra1Uo aot1GD em 70U1' part, 
coma to the table and do what :rou wmt. 

!low oveJ07tb!.ns we are 1a71ns hero 11 Wider the 
atrlot01t ocmt1dmoo, and 1n order to help • 
70u have got to lulow bow I think aDd I can onl7 
1;hlDr wbllo I go alcmg. 'l'be ra01on I don't think 
I ~t to do the 120 and 90 11, I think the Prod­
dct would bava ovai'J 1'1&11011 to teal, .. ell, good 
hoaveDa, thle la the t1ttaenth ot Dece.ber. It 
be1 bean one 70ar that lllorsontbau haa bem toollD& 
arol!Dd w1 th thle tblng, beoau .. ft oalle4 h1aa up 
CID or about tho tutaenth ot Deonlber, • and tho 
Preddmt aa71, .. o , I won't do 1t that .. 7, I 
want to do 1 t thl1 -7· • 8o 1t h about twel'l'e 
montha and ha wau.ld probabl7 aa70 -,.or heaven• a 
aake, Henry, got th1a ott •7 lap, either aa7 70U 
aN going to do something or don1t, but I am lick 
and tired ot all th1a thing golng on,' and 1t 
1an • t 120 da71, a a tar a a he 1• concemed, 1 t 11 
twelve 110nthl. 

!low, again, that 
to u.ao 120 da7a. 
rlght. 

1a on a arsu-nt wh7 I dCID 't want 
I think he would ba pertoctl7 

• 
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1M other tb111&. the Dille~ t1aJaa • t111a 
•7 aboak •- ot J011 people --I -xes lib 
the Dllle*7 da7a tlo apll'e 11b11e ~·• S. 
bel'e, beo&uM tiMa t.t .. 1114 aee4 fOI' ad41-
t10D&l authol'lt70 .. - p tlo Gaapeaa 8114 
aak tbem tor lt, but 11' J01I take J"OUr 1eo, 
wblab s. tou.r -*· aDil eo, wbloh altea aewn, ,ou algbt tl&UN out 1IIUft t11at ..U elllll. OoDoo 
poaee -ldDTt be hG'e. 

YOUP leo da71 11a~e a1Nad7 PaD. 

I doD't th1.llk that • llball I do 1t 1'01' J'DII a&a1D, .... Ol'a....,.,.. 
I uadeNtaDII. You. oould parUall7 take caN ot 
that dtlaUcm 'bJ' 1Do1'11141D« J'CI'II' D1nat)--dq 
notice 1D the 1110, wbleh aliould lean l t ope 
to J'OU• alllll 7011 oan AJ' auoh action ae •7 be 
pl'Opv, lDolwUna t.ba publloatioD of t.ba etata­
•nt. In other wol'Cle{ ,ou would tb8D be u:­
tmdlna tbe tt• •re 7 ao da7e1 alllll 7011 would 
have the adnntage tbat )'OU wOUl.d DOt 'be taldn& 
Juet a toNal deh.nite threat to do the pub11oa­
t1on. I am lllpreeaed with mat Jll", Taa Sld.th 
alllll the other two ad~bed ue. 

How do ,ou aaan' 

Ae 111". Fole7 polntaout, that 1a a aore draatlo 
1 tep to take. 'l!le departaen t baa ne~er tak­
that 'before • 

... ha~e ne~v had a oaee lUte tbia before. 
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Aleo, I - laprened 'bJ' the tact that llr. G1umln1 
hae &l'l&t pub11c1t)' ponre and •J'be the D1net7-da7-
he would beat ,ou to 1t and follow up 'ldlat Dean 
t.ndll le ..,.-tna with a ~1an of peNecutlon. 

Be ha • done e~el")'thlllg •••• 

I think that 1a pl'Obabl)' true, but •••• 

Be hae don e nei"J'thlna he COilld. 

unleea we cleared the deake eo we could publllh 
the report of ena'Dltlon, •• oan • t anewer hla. 
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It h the only way •• cloD ope~~ 1111• 

AD4 •• ba'nD1t . I ba'nD1t ea14 ~ to 
&DJboq except 1D th1e roa aD4 we ban bHD 
owr-p&t1ent. Be ba1 clone nef'7th1ng he Ot.D. 
He baa lbot ne~ bolt on publicity anA!. the 
beat mawer 1a ttat there im1 t a Nputable 
newapaper 1D the 1JD1te4 Statal that rill pr1Dt 
a worcl that he aaya about ae, personally, aDd 
they haven't, not one. 

I 4CIIl 1t wmt to orowcl you t.llowe. I -· 
I think -7be •• han got to a point wbere it 
ba1 helpe4 - a lot &ll4 -7b• 70U k1n4 or like 
to th1nlt aboot 1t &ll4 - I aa aek1ng adrtce, 
but I aa going to 4o ~ OWD th1nlr1ng. Do 70U 
want to talk a little bitt 

I th1Dk eo, Ill'. Seoretan. I think the -1D 
queet1oll here 1a the anilab1lity md the 
d11irabilit7 or the aancticma. It 1a a quee­
tion or a ntnety-day notice or a qaeetion or 
a Section ~o c1tat1on. I am a little ooncernecl 
at the banker a ' advice, our advbo~ banker a. 
On th1a qaeet1on or publ1oat1on, they 118111 to 
teke a pretty atrong at&Dilpoint aga1nat 1t &ll4 
I aa a little concerned at wbat llr. Cl'owley 
ail#lt think about tbat aapeot or the thing aa 
retleot1ng on the potent1al1t1ee or destroying 
the 8111k. I would like to th1Dk abOut tba t Cllle 
a little bit aD4 I '110ul4 like to - thie 'llbole 
th1ng baa been n~ profitable to -· I han 
e- Ye1'7 intereat1ns ideae oow ae a reault or 
th1e contereDce. I woul4 like to th1Dk about 
th- a little b1t anA!. diacu .. it 1\irthar. 

~t I ~t 1a - I dCIIl 1 t kDOw how tiae 11, 
but wbat I ~t w woulcl t1'7 to do h th1a. 
'l'beae people, plua Dean oarr11on - ir we ooul4 
-re or leaa gat aae kind or a tentative agree-
-nt, at least two alternativea or e011eth1Dg 
clown, then I thoul#lt I waa going to aak than 
p&opla ir they 1110ulcl o0111e down aD4 l».,.. the 
•- type or aeetlD& w1 th the tmoee banker a aD4 
then get the three lawyer• and the three banker• 
together and then let'• aee out or tbat ir we 

Regraded Unclassified



- ~1 -

couldn't get an acre•mt, but there ia no 
use hartng the bankers, •• I told 7ou, \1Dt1l 
tbeae legal fellows are agreed a111011et the­
selves . 

Delanoa What I would like to do, Mr. Secretary ••• • 

B.II..J'ra I wouldn't 1110ve without giv1ng the bankers an 
llllple opport\IDitT to a1t 1n and talk. 

Delanoa I would like to ba•e their judpent. 

B.M.J'rl I would too. 

Delanoa What I would like to do, pereonal.lT, aa the 
chap eort of carrTing the ball, I woul.d like 
to ha•e the opportunity to dheuaa with these 
legal gentl-an who are here at some length 
this whole thing, and then I would like to have 
an opportunity to call in our bankers and d1e­
euas the matter with t hem so that we can get 
our minds thoroughly olar1tied and thoroughly 
a dvised on all these thing a. I don 1 t lcnow how 
long these gentlemen !lre going to be here or 
what their plana are. 

Greenbaum a I waa hoping to get back ton.i g)lt , but I would 
be available this a t'ternoon. 

Land iat I ha ve to go back tonigl;lt. 

Delano! This la the moa t bq)ortant thing we have got. 
Aa tar aa I am concerned, I will give any t111111 
that is agreeable to these gentle~~~~~n. 

Landlat Might I aak one question, M.r . Secret &rT' 

H.W.J'ra Make it two. 

Landisa Well , I was wondering whether those people who 
have dealt with Mr. Giannini in the prellm1na1'7 
converaat1one, 111ce Ill'. Banes and lt!r. Delano, 
what their judgment would be on whether or not 
that fellow will give in or trade under the 
conditions we have d1acuasec1. 
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'l'lat h a s-••· .rt... ~ sa• .. 1e that he w111 ne'l'ar gi"f'a 1D on ~. 

Ia he o&r1'7'1ng the Bulk doWD with ht..t . 

Be will so right doWD to h1a oWD dallk and the 
Bullt 1 a dallk too. I don't bellan ha haa ~ 
great t11t&Jlo1al ataka 1D thll anterprlaa. It 
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11 Ohnn1nS ia ~ that be 11 t1S)ltlng tor, 
ao I dcm 1 t belie'l'a ha h golng to surrender, 
e'l'er. Be haa taken the attitude now - he 1a 
allkiJ16 WI to cite hill batoN the Pedaral. Raeel'ft. 
Be wants \Ill to o1te ht.. there. Be bn't t1S)ltlng 
~ ot th1a citation at all. Be 1a aak1ns ua to 
- on, cite h1a. Be 1a 1-aklD& tor battle, 
and I don 1 t th1nk the tallow 1e golng to IIIU'I'ellllar. 
I th1Jik we ha.,. a t1S)lt on our banda ~ wa7 w 
look at it. 

You didn't ea7 a thlng in ,.our .-J7 that I 
could disagree with anr wa7 1D the world. I 
think ,.ou are abaolutel7 riS)lt on it and I am 
thoroughl7 1D aooord with 70U on the taot that 
the -sement ot thia Bank ousht to be ~oved. 
But I can aee grave practical d1ttioultiee 1D 
s•ttlng that aoocmplhhed. Por 1Datance, the 
Saoretarr'• •uss .. tion that we aand out a n1net7-
da7 letter - I like that ausseaticm em thia 
publloa.tion. I don't th1nk 01am1n1 woul.d e'l'er 
want that report published. '!be practical d1tt1-
oult7 1D aendlng out a D1net7-da7 latter 1a that 
70\l don't want to •end out a n1Det7-da7 letter 
which 1a golng to pu:st bac* 1D th1a auto era t1o 
poaition 10U nra ta about a -ent ago 
and aar ,.ou a1211t aoc011pl ah tbeae thlnga within 
nlnetJ da7a and than 1&7 doWD - eet up nlnetr 
oond1t1ona to be perto~ 1D tha nlnetJ da7a 
which are blpoaaibla. You can't do that, 

'lhat would be out. 
• 

llow, wait a 1111nute. Here 1a what I am gettlng 
at. The criticised aaaata ot this thing, to a 
certain extent at &D7 rate, are real estate, 
I haveo't e%Uiined the oritioi&ed aeaete ao I 
• tallt1J16 now rro. ignorance and not trom fll1 
Jmowledge ot the particular thlng, but I do 
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lmcnr there h tal"l'1bla ditt1CNJ.t:r ill ll.qu1dat1Jla 
cr1ticiaad aaaata b7 their ··~ nature, but tbw,r 
.uat ba dew aaaata or t:be:r wouldn't be cr1tic1ae4 
aaaata. 'l'ha:r -•t be dcubttlal. 'l'heretcra, it 
briJlaa a YWJ practical prcbl• batcra :rcu 1a­
•41atel:r, -.bat O&D thia 8I.Dk 4c witbi.n ninet:r 
da:ra which would aat1a!J the CciiiPtrcller. lfow, 
it the bankera were correct - here again, I -
talking traa ignorance and hearaa:r - it the 
banker• are correct in what the:r eaid about thia 
tbi.ng , Giannini bee -d• wbetant1al atepe towar4 
correction at an:r rate. I think the:r have enumer­
ated a011a tittean or eighteen things which be baa 
dona. I remember Spencer telling :rou at l1.mch 
that da:r that in his opinion that would be con­
sidered eubatant1al, the th1nge that the Bank haa 
alNad;r done. 

So the ve~ practical problem that ccees to 'lll1 
mind 1mmed1atel:r in tb1a n1not:r-da:r letter, which 
I like because I think that ie the strongest threat 
we have got, I don't think Giannini rears the 
Section 30 citation one iota and I have good reason 
to believe it I were in his place I shouldn't rear 
it, but I would welcome it. I believe he 1e right 
ill not roarillg a Section 30 citation tor a variet:r 
o·r reasone which i t isn't nocesaar:r to go into , 
blit it doe a bring tho 1110at - the moat pertinent 
tllct in this n1net:r- da:r situation now is what can 
we la:r down b7 ft:7 ot conditione which, 1t pub­
lished, tbe public wouldn 1 t aa:r, "Well, the 
Treaeur:r gave him a Cbance to correct this situ­
ation but it -s impossible to pertol'lll , " and that 
is the practical d1tticult;r with your euggestion, 
aa I see it . 

You sa:r Giannini r1ghtl:r would rear a ninet;r-day 
procedure. You say be 1s concerned over hie 
reputation. Mow, asauaing that the conditione 
that were laid do'IID ar:a poaa1bb con41tiona to 
be pertor.d within D1net7 da71 an4 aaiiUIIIing 
also that one or those condit i one would be a 
change ill the unag-ent or that Bank, would he 
aa;r, •well, I can preserve 1a1 reputation b7 taking 
this -:rout; I can maintain that reputation: I 
will still be A. P. Giannini, the guy wh.o made 
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Bane a a 

IAI.ndia I 

Banou 

Landiu 

Haneaa 

B.N.Jra 

the Bank ot Aaerioa, aD4 _, aco b - wall, 1w 
baa been wol'k1ng too bard and be o~t no 
longer to be prea1.c1ent ot the Bank but be 
would. et1ll be co the Board ot D1reotore• -
e01118th1ng like that. And then would 7ou talk 
to the point u to Whether or not GNnt wouldn't 
be the fellow who ie exerting preewure on 
Giann1n1t 

To preeerve the Traneamer1oa a1tuat1ont 

Yea. 

Well, thet 1e a bard queetion to anewer. I 
think the old bo7 1e - I thlnk he 1e 1n con­
trol ot Trana.,..r1oa. I thlnk the7 are all 
ecared ot h1a, Jia. I think tlat 1a the truth 
about it. Be ia a t1gbter , 70u know, and I 
thlnk Giannini probabl7 oontrola Trane-..er1oa 
ae well as the Bank ot America, and 7et I don't 
think he does it by atock or ownership. It ia 
an oc1d ai tua tion, really. 

Grant ill up under the guna now and ,.au would 
place h1m 11111oh 1110re under the guns with a thing 
ot thia nature, eo I would thlnk that Grant 
would t r,. and break away trom the Giannini 
etranglehold 1n order to ea•e himaelt. 

It .aigbt be. Giannini .aight mak.e a deal to 
wurrender the -s•ent ot thia Bank in order 
to sa'\'e all ot hie aeeoo1atee out there. I 
don 1 t know. I d on 1 t th1nk that point !we e'\'er 
been dieCNaeed with G1ann1n1. 

Juet tr,.tng to get what gue88u oould be -de 
on that line. 

1f7 gueea 1a he 1e deteNl.ned to tight the thing 
through. For that reason, I wruld like to han 
all the &lllllllllli tion on our aide be tore we proceed. 
He len't going to surrender without taking hie 
ca ae to the public. 

Well , ae to the question ot what Spencer eaid 
down there, I th1nk it wae Spencer - one ot thea, 
&n7Way, said that he t elt tor the tlret tt.e 
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that Giannini was making an effort. '!ha t i a 
the lfay I understood him to say i t . But granted 
that he i s making an effort to correct some of 
the things, that still doesn ' t change the s1 tu­
at1on in my mind, not the way I am t hinking, as 
to what 14r. Landis said, are these peopl e fit 
people to manage a billion dollar bank. Now, 
~lis pr essure has been on them a li ttl e over a 
year and they have done a few things . '!hey 
haven ' t yet said tha t they will aut the d i vi­
dends . V~at they do say is that hell will froeze 
before they cut the dividend s . 

How, as to what goo s in t he ninety- day letter, 
I would only want to sao the things go into t ho 
nine t y- day l etter tha t anybody could say, "Well , 
the Treasury, in view of the thing s which they 
have asked here tofore, are unalterably opposed 
to asking anything that i sn't fair,• and I would 
only ask them to do the thines in the ninety days 
which were entirely reasonable for them to do. 
Tha t doesn ' t mean that you aro still are not 
ask t ng them to do all the things in the October 
second letter, but you could say, "How , during 
the ninety days, we feel that the t h i ngs we asked 
you to do, these are possi bl e , and you can't 
take the 120 million dollars wor th of real estate 
and liquidate it.• They haven ' t been able to do 
it since '33. One of the things they can say 
1a •••• 

After he?haa stopped his part of the bargain, are 
you estopped from publishing the notice? 

I thi nk you are pri vileged t o do that . I think 
i t 1s an ultimatum. 

After he has complied with 11'ha t you said, then 
are you estopped from publishing his statement? 

I should think the Treasury IVOUld have no desire 
to publish t he sta tement. 

That would be oy answer, certainly, that I would 
th ink i t would be bad fai th i f we did publish 
1 t after he had done these thi ngs. It would be 
bad fai th i f we published . Then we haven ' t 
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a ccomplished the object which I , for one - I 
don't know how the reat of you would teal -
and that 1s to get a new .,.nagement in thia 
Bank, 

~t that 1a one of the 1sauea. One of the con­
ditione would be br1ns1ng new capi tal into the 
Bank and the only way in wbi oh new oapi tal can 
be brought into tha't Bank would be through the 
RFC , which in turn would have control over the 
management , 

Well now, there 1e cae point there , Jim, with 
the RFC com.1ng 1n through the agency of a pre­
tarred atock agent , we will aay, it would not 
give the !!PC controlllnA interest in the Bank 
unless i t was stipulated in the contract with 
the RFC tba t they should name the Board of 
Directors and the management of the Bank, It 
wouldn't have physical control of the Bank, i n 
other w<r ds . 
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That , aa I understand it, ia the method the RFC 
operates under. It l eaves them under conditions ••• • 

When i t makes the trade. 

It doesn 't have to . It i s d iscretionary. 

He doea i f the situation warrants it, 

That 1s right . 

But to answer tbe point that Ranes makes , rrr:r under­
standing of the point Hanes makea , i f these con­
ditione were such that they could comply with them 
in ninety days , 1a what he would do 1n regard to 
management , and the answer that waa given to 
Mr. Hanes was that one of the condi tions was that 
they have got to take new atock and when they take 
it from the RFC, the RFC, as pa r t of the contract , 
will stipulate that the RFC can say who the 
directors wJ.ll be or 111\o the anagel!l8nt will be , 

Exactly , I wouldn't be worried ao much there 
about the continuance of the two OiannJ.n1s still 
on the Board of Directors , provided that you bad 
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JOUr own repreemtat1ne on the a.nJc Board 
who woul.d inaht upon Jour pureulng the 
appropriate pol1oiee, You can etill retain 
thea, aee , give them ebow, save thalr tace . 
It ia pos sible to do that, eave their race 
through th1a whole thing, and aa aga1nat that 
choice ot being allowed to eave thei r tace 
or a choice ot a poaaible destruction ct the 
Bank which would mean a destruction also ot 
G1ann1n1, I think there 11 l1ttle choice. 

I agree . Tba t clear a •1 aJ.nd, It we have got 
acne way ot getting that mana ge-nt or the s..nJc 
out ot there • • • • 

•ow, having heard th1e, thro~ th1a device -
I •ean your position baa al-ya been, aa I 
understand, that you have grave doubts ae to 
our getting anrwhere on Section SO, 

Yea, air, and I etill have thea, 

What about this thing we are talking about nowf 

Yau mean the • • • • 

The n1nety- da7 route. 

I think' i t 1e thll etrongeet weapon you have got, 
I d-' t th1nk Section SO 1e going to help you 
very 11111ch, I th1nk th1a 1e a good one end o~t 
to be pursued, 

Do I UDderetand that you have had tlJee enough to 
think about it, that JOU would ~t to reco!IIHnd 
that to aef 

I would like to think about it. I haven't had 
liNch time, but rq curbetone Judpent 11, tor 
whatever it 1a worth, with the right to revise 
as I go along and study the case, that ~t ie 
thb proper _.,. to proceed and I would be at 
th1e moment 1n tavor of recommending it, 

You started to a~ - you eaid 7011 wanted to aek 
Banes and eomebod7 elee, didn't youf 
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'lhoenr knowe the Oiann1n1a and could rormulate 
aome kind or a gueaa aa to whether or not , in 
the light ot all the paat tranaaotiona, in the 
light or the obaraotera ot those people, and ao 
on, what the)' would do in the race of these 
alternative things. 

I think )'OU asked ae aa well aa Mr. Hanes, I 
waa going to sa:r, Mr. secretar:r, that rq judg­
-nt rollows cloael,- that of llr, Hanea in the 
-tter, I don't know that I could add an)'th1ng 
to hia appraisal or these chaps . 

A. P. 01ann1ni ia now alona in hia 1111d.dle 
seventies . He started hia career aa a seller 
or riah 1n San Prano1aco and he baa alwa7• rought 
hia wa,- up. He baa been a III&D with a great, 
bo01111ng voice and a peraonalit)' - an aggressive 
peraonalit)'. Ever)'thing he has gotten, he bee 
gotten b7 fighttna. Be bel1evee in that aa a 
weapon, a rorce majure, as the)' ea)'. Hie son 
follows h1m. A. P. still dom1natee hia eon. 
The old gentleman ia not well. These laat con­
ferencee, I waa impreseed by the fact that he 
looked badl7 and hie e,-eeight ill vecy poor. 
He is almost irrational at t1mee, He 1s explo­
sive,. Hie aon, llario, baa been in· the hospital, 
l understand, or late and he ill what thO)' call 
a bleeder, He baa h•oph1lia and be geta a 
little nosebleed and he baa to go to the hos­
p1tlll with it and he 1a not strong at all; be 
ia a weak fellow, ph)'aicall)'. 

!low, those two things, I think, m1gbt be or 
importance 1n what lllr. Iiane a 1a d1aeuaatna, 
the question of Wbetber an ultimatum served 
on tha on a n1net7-da7 baeia m1ght not give 
them reason to eave their face or to save the 
Bank. 1h8)' lllight oraok under it. I don't 
know. I think it 1a a question or Judgment. 
The)' bave shown no weakneaa. 1he7 have been 
ver:r belligerent, but the)' are not well and that 
1e important , Both of tha are not well. 

Yet, aa I remember, Spenoer'e judgment wae that 
tor the f1ret time after ,-our letter or October 
2, t}\e)' began to show - the)' were w1ll!na to do 
thin~. 

Regraded Unclassified



Del&nOI 

Delanor 

H,ll, J'rl 

Delano a 

Uphau 

68 

-·-
~,. aiel that, !heae three bulk- aa...S 
to tb1* that thla •• the tlrat 1111U.oat1cm 
that " bacl here. 'fh•r,:•• clcme ao• tlllqa -
t:M7 Ncluoecl the loaa ot 'l'l"ul-rt• lr.. 
78 clown to about 86 all11oa. 'fheJ took on 
aoae lat1oaa1 C1t7 BaDk atook out ot there aa4 
t:be7 414 •- th1Dfa that p't'e theae 'bulbre 
t:ba SJipH aai.oD tba there wa e a clritt to'ftl'ld 
••Uaa our w1ahaaL blat t:h.,. re•iuecl aclu&Dt 
CD the 41't'14ell4. ·.IDeJ' .._~Mel •4-nt CD tbe 
cbargins ott ot the louea 11atecl b)' the Jtn-Snep, 

It •• _. to • tbe7 r 'Mel aclu&Dt 011 all ot 
the !llportant tblup. 'fha,. are w1111ns to do 
eaae ot the 111Dor -•· blat I - bat the t:blup 
that we W&Dt aa4 wbiah p to the boal't ot the 
probl•, tbere 1a 110 ocaoeaa1011 011 thoee. '!here 
1a a belllp.-t attltwle. Doem1 t that oontor., 
llr, llluwa, w1 t:h J0111' J'lldpeatt 

Yea, 

'!hat h -.:t Jndpnt ~d I tb.1Dit 1t tollowe 't'8r7 
oloael7 111-. Balt.ea' J""psat. 

Well, I -14 lUte Mr. ~. •• well ae balDs 
cleooratl-..e, I -del' eet:her be could be ueetul. 
J)o J'OU W&Dt to HJ' -etb1Jiaf Would JOU 81B up 
the tb1n8 ae 70u ••• U, both before tbb -•tlA& 
Ul4 what J'OU ba't'e lhteaed to tocla,.t Were 70Q 
t1nlebedt 

I aa all~. 7••• 

Well, I th1Dk I •• 1n tbo~ apt•ent wUb 
the tlret etat-t that Mr. f.auclh •de. I 
th1Dk that expre•••• -.:s rtewa Juat about aa 
ooapletel7 aa I oan el[J)Ne• t~ aD4 ae I aat 
here I -• hopins that t:bat ata~t ooul4 be -4• available to tbe thNa bellkera. I ha't'e not 
aeen or heard an,.eere •• coaplete and adequate 
a etate .. nt or the e1tuat1on •• I Y1ew 1t •• 
be gan here the 't'el'J tlret th1Dg. It ...... to 
ae that the 01ann1nla, •• the eo.ptroller ••7•• 
are not coa1Dg our _,. on &nJ or the larpol'tant 
tbin8•· 
Who 1a tha tt 
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'!he Oiann1n1a are not coming our way on any 
illlportant things. '!hey ha vun' t made any pro­
position to us that we can accept and I am 
i nclined to think tba t our best bet 1s a t hreat 
to publi sh the report. I see no d i fficulty in 
stipulating things with which they can comply 
in ninety days. That h , their &lard of Directors 
can declare themselves as to dividends; they can 
de'clare themselves as to capi t al . So f ar as 
management i s concerned, I think it ought to 
be our condition rather than the RFC' s ccndi-
tion. If we want them out of the Bank , either 
in ninety days or 120 days, we should stipulate 
that they get out of i t in some way , or the 
Comptroller, when he approved t he capital increase , 
should make i t his atipulaUon aa to management 
rather than putting it over int o the RFC, 

I think that 1s an excellent point . llay I aak 
you this - th.ia is a fai r question . Has this 
been your position recently or have you been 
i nfluenced by Mr. Landia, this position that you 
a re taking about the ninety days , what you Just 
said. 

I don ' t think I had ever compl etely made up ~ 
mind on the ninety- day letter until today. I 
have 1n conversations more or less favored that , 
bn t not definitely and t'inally and positi vely. 
I have been influenced by what I have heard to-
day, yes . : 

Well now, let me do this thing t his way. \\'hat 
time, Ed , d i d you say that Dean Garrison would 
be available! 

He said he would be in his office after 2: 30, 
and that would be 3 : 30, I t ake it, our time , 
and he would be available to tallc any time it 
was convenient for you t o call him after 3 : 30 
our t ime. 

I Will be avai lable ahortly after 4:00 o'clock. 
Does that delay you fell o.ws too mud>! 

tlo . 
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Let 1 a aa:r, eo that I won 1 t be holding :rou -
~ den 't we aa7 ·h~Ot What I thought we 
could do a t that tinle would be to call Up 
Dean Garrison on the phone, tell 111m that 
we have a loud apaakar, that the people are 
bare, and would :rou be will ing, mora or leee , 
to atate the thing ae we eee itt 

70 

I will do .,. beet. 

We can tell b1lll be ia talk~ to an audience 
here and then ,.ou would have a '-.cllance to -
ae I undert~tand , the Colaptroller wante to 
talk to you people. The thipa that I was 
looking forward to 1a a poeeib1l1t7 of when 
I oould get you two gentle-n and ll.r . Garri son 
down here to gi•e ue, sa:r, -Jbe two da:re, aa 
s oon ae poedble. The firat da7 we'd sort ot 
oome to an asr••ent and during those two da7e 
we would have the bankers here ae wall, and at 
the end ot those two days we would try to have 
a piece ot paper we could agree on and then 
say we would t ake that over to the President. 

When wou;d ,.ou ban two days avallablet 

I can alwa:ra make two da:re a vailable. 

I called Up Hari'J Wh1 te thlo morning. and said, 
"Barr,., when can )'OU comfortably be ready to 
come down to the house?" Be eaid, "8:15, • and 
I aaid, "T.ben, uncomtortabl7, • and he aaid, 
"Well, an7 time :rou ea7. • 

Well , I can lll&ke a vailable t wo days a l wa7s on 
a Monday or Tuesday or a Prida)' and Saturda7. 
'!'be two daya that I am alwa:r• tied up are 
Wedneada7 and 'lhureda)'. Next week, llonda;r and 
TUesday, or two weeke from nowf 

No , no. llonda7 and TUesday would be the - I 
mean you wouldn't want to make it Sunday and 
llonda7, would ,.out 

That 1e all right . 

How are )'OU t1xed, Bddlet 
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a reenba\11111 Onc0111tortabl~, I coold do that. 

Delano: That is also true or the Comptroller . There 
is a dinner in New York for the president ot 
the A. B. A. and I am euppoaed to go to 1t on 
Monday, Monday evening. 

H.lt . J r: 

Delano: 

l! . M. Jr: 

Poley: 

H. M. Jr: 

Po loy 1 

H .M.Jr: 

Landia: 

H.lt ,Jr: 

Greenbaum: 

Poley: 

H.M.Jr: 

You coold make tha t and be back , You could 
make it 1f we had tha t meetill8 Sunday and 
llonday. 

I would like to go to that d1nn81', becam~e it 
1e • • • • 

You could stil.l go and make i t Sunday and lo!onday, 

Would ~ou want to fix it at a time when the 
President wae here! 

I am not sure h e will be h er e llonday . 

That is what I had in mind. 

And I know he won ' t be here Sunday, What I am 
trying to get at ie , when we talk to Mr. Garr ison 
we say, ~ell, we could make i t Sunday - either 
Sunday, Monday or Tuesda~" - 1a that all right, 
as far as -.rou are concerned? 

As f a.r as I am concerned. 

How about you, Eddie! 

llonday and Tuesday would be better. 

For Dean Garrison , llr, Secretar,', I think Saturda~ 
and Sunday are the only daye tha t are tree. It 
he came down on a Monday , he would have to give 
up classes. He teaches every day except Sa turday 
and Sunday. 

What I am just getting at ie - we will have to 
adjust it, so I would like to do this as fast 
as possible ao that - you could do this thing 
just as fast as possible. Vlell now, both or 
~ou want to think and go and see the Comptroller. 
What would you two gent lemen like to do! 

Regraded Unclassified



JAndhl 

H,Joi,Jra 

X.ndill 

H.II.Jrt 

O.lanC I 

H.li.Jrl 

-a-

At 10111' eel'Yioe. 

Well, I will lea.,.. U to JOUo kJIII JOU t .. l 
like 'JOU nnt to take a U Ule -tk OJ' -
t.b.iDa· 
All right. 

lla7be right atter 1-oh the7 could cCIIIe lllld. ••• 
)'DUo 

Yea, it it b agl'eMble to rou. 
ADd we nll ban anotbar ••t1JI8 here at ••~ 
tor ner)bod1• 
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BANK OF AMERICA 

Present : 

Landi a: 

H.!I.Jr : 

Landle: 

H. M.Jr: 

Landi a: 

Mr. Ranee 
Mr. Delano 
Mr. J'oley 
Mr. T1etJene 
Mr. Greenbaua 
Mr. Crowley 
Mr. Land1e 
Mr. Duffield 
Mr. Sherbondy 
Mr. Upbaa 
Mr. Folger 
Xra. Kloh 

Before you get Dean Garrhon on the phone, I would 
like to g1Ye you a auamary of rq thought. . 

Be 11 oall1ng at 4:35· Do you vant me t o I&T I 
can't taUt to hlm tor ten ainu teef 

Yee, 1f you vould. 

I vlll do that. 

I waa rather impreeeed b)" the opinlon of the bankere 
and of Mr. Hanee and by othere, including Mr. J'oley 
thle afternoon, that thie notification of publication 
of the report within ninety da71 looke like a pretty 
definite and final aotion on the part of the 
Coaptroller. I had &leo had in alnd, IQ'Ielf, that 
that aotion, onoe taken, woul d aean publication of 
the report unle .. certain oond1t1one vere aet. 
Therefore, the opportunity vould be given to the 
Bank of aeet1ng thoee conditione. Tb1nk1ng it over, 
ahlfUng their aethod of procedure ellghtly 1n order 
to g1Te the bank the opportunity to aeet the 
euggeatlone, providing 1t vanta to aake thea, vhlob 
1e the flnal end of thle procedure bef ore publication 
of thelr report - I aeeuae you do not vant to publlah 
the report lf the euggeetlone of the Coaptroller are 
aet - thle tJ"Pe of procedure oooar.reA to ue, namely, 
that one ebould etart b7 any 1~le to ahov cause by 
the bank ae to wby the report ehould not be published, 
inaeauoh ae th17 have not aet vlth the Coaptroller'e 
euggutione v1 thln n1net7 dqe after thoee auom•••tior 
haYI been aade. That foroee the bank to ooae re 
tallt to the Coa!>troller. That prooeedlng ought to 
be a fairly toraal proceeding, eo ae to giYe the -
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ake l t olear tba t th11 le not .. re ooll1'erenoe etutf, 
but thle 11 aotua.llJ oonteaplatecl. You ban got to 
.. et the pollltl or tbelr Jll"'il'UI or 11 .. the deolllon 
would be aplllet tbea. 

llow, that enablee tbe .oldi.Jig of tbe enUre prooeecllq 
the ultl .. te aotlon of the Ooaptroller, whioh would be 
hie deteralnatlon to publleb the report, and lt eeeaed 
to ue that thie thins, thl1 aoldlng of thll prooeclure, 
hal oerta1n T1rtuel whloh the aere deteralnatlon of 
the Ooaptroller on an ex parte be ell would not baT I. 
I aa afraid of thll, beoauee thle idea hae not been 
geralnated long enough. The aore I th.lnlr. of it, the 
aore I thlnlr. H hal a oerta1.n Talue of procedure wh1oh 
the other procedure doee not poeeees. 

That would talr.e up to Februa17 1. 

Rot neoeesarilJ. 8uppoee that JOil could get out a 
rule to ahow cauee bJ the lOth ct Deoeaber. You would 
not11'7 the Banlr. to appear tor hearinc • of, we will 
•aJ, Janua17 2nd. BJ that t1ae the new report ot 
the banlr. eX&llliner would be here and would be aT, .... ,,_., .... ,11 
and a better Judgaent would be arriTed at in the .&..l.!lo• 
ot that report than can be arriTed at tOdaJ witbout 
that report. It would have the adTantage ot el1a1nat1 1 

that concept ot autocratic action which I tallr.ed to 
JOU about this aorn1ng. Thle would be a dec111on aade 
after hearing, not a decieion aade prior to hearinge. 
It hal certain adTantagee. 

I drew up a aeaorandua, tor which I 1bould apologize, 
both tor the J:ngl1eh and the tJPlng, nr7 hurrledl)' 
elr.etcblng that tora ot procedure. 

X&)' I read 1t out loud' 

Yea, 1.ndeed. 

'A euggeeted couree ot procedure in conneot1on with 
the publication ot tbe report 1n order to &Told anJ 
conception that the Ooaptroller'e act 1n ordering 
publication ot the report would toreclcee &DJ ettorte 
bJ the Banlr. to meet the obJeotlone or the Ooaptroller 
would be a1 tollow11 

1 (1 ) According to the 8tatute the Comptroller suet 
tlnd that the Banlr. ehall not, w1thln one hllD4red 
twentJ d&Je after not1t1oat1on ot hle eugge1t1one, 
haTe ooapl1ed wlth the eame to hle eat1etaot1on. 
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1 (2) !Ilia HaDe ua&t there ••t ba a f1D41Jic ot the 
Oo11ptroller baae4 1lJ141D laok ot oo.pllaaoe 1lJ141D the 
par\ of the Baalt w1 \h h1a earlier naeaUoaa. 

1 (:J) !hera 1e 11ttle reaeoD1DI ~ \hat t1D41ac 
ehou14 Dot be -.!e after g1~1nc the BeAk aD eppor11lD1 
to ehow oauee that the t1b41Ag 1e DOt Juet1t1able. 

1 (4) To brlDg th1e prooe4ure lnto etteot, a rule ooul4 
be 1eeue4 upon the Bank to ehow oauee whl.le the 
Co~~ptroller ehould not aot lD aooozo4anoe wl\h the 
pro~le1one ot the 8tatutee 1n regar4 to pablloatlon. 

1 (5) !hie would g1Ye the Bank an oppor11ln1t7 to ehow 
how tar 1t haa gone 1D that regazo4 and aleo to abanoe 
a -prograa to aeet the Oo~~ptroller•e euggeetlone. 

1 ( 6) In or4er to keep the Baalt t oelng the llDe wlth 
reteranoe to &n7 prograa eugg .. te4 tor the tuture, 
th1e a4aln1etrat1~e prooee41ng nee4 not be 4etera1ne4 
but oan elapl7 be oont1nue4 troa t1ae to t1ae ae a&7 
be 4eeae4 neoeeaaJ:07. 

1 (7) file ad~antage ot thh JHtbod ot prooedure would 
be tb g1~• \he Bank an oppozotun1t7 to aake a eat1e­
taotOJ:07 arrangeaent wlth the Ooaptroller prior to euoh 
t1Dal aotlon ae the Ooaptro1ler U7 take, rather than 
ha~1ng the Ooaptroller take thh aotlon eubJeot to 
wlthdrawlng that aoUon 1n aooordanoe wlth eu,~ge,etlo~te, 
that the Baalt u7 aake and whloh are agneable to 
the Co~~ptroller. 

• (8) !hie prooe4ura hae the adYantage ot ehOwlJig to 
the benktng world ae a whole that aaple opportunlt7 
haa been g1~en to eiQ' part1oular bank to preeent 1U 
oa .. betora the -Uone that the etatute authorlr.ee 
the Coaptroller to 1apoee haYe been 1apoee4. 

1 (9) !hie oouree doee not aean that the prooe4ure 
would be pabllo; lD taot, lte eole pazopoee 1e to 
peralt a ~ee ot pr1nh negotlat1one wl\h the 
Oo11ptroller ue1ng the tull leYerage that the etatute 
enUUee h1a to uee 1n 111po11nc h1e prograa upon 
the Baalto I 

U 1e awtull7 harcl, 70U eee, to do th1e, 1t 11 an 
ent1rel7 41tterent propoeal. It eoaebo47 had alraad7 
told ae, I oould oanoel th1e oall. I •de th1e 
appolntaent t1~e houre ago to talk to hla. 
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Fole7: 

H.M.Jr: 

Fole7 : 

Greenba\111: 

- ~-
I th111k ;rou 0&11 taU: to b1a perteot17 ol .. rlJ now. 

I wouldJI 1t want to oo-ent on thi1. 

I would like t o get hia to oon1ider that id .. , hi1 
ooneideration or both -

Tell hia bow we telt tb11 110rning and how we telt 
thi• afternoon. 

Yee. 

Then I don 't ha•e to- I aean, i t ia iapo1eible t or 
ae to a11La1late t hil thing in ten atnutee. 

Certa1nl)'. 

'lhat do JOu think about thaU 

I agree v1 th )'Ou. I think that would be better. 

An7 ooament I aade on thil would be u1ele1e. 

Dean Landie and I 11kewiee feel that it would be 
unwi11 and untair to expect Dean Garriaon to giYe 
hia opinion, that the thought waa aerelJ to gi•e 
thie to hia t or hie oonliderat ion and l ater on t o 
get hie ooaaent1 • 

.Well , it we oould do it t hat wa)' - but a e I ea7, I 
Juat don •t know. 

I would Ju•t l ike t o get JOUr pera1aeion t o talk 
about that 1dea and put U in hi• a1nd. 

The alternatiYe, either the ninet)' da)'e i .. ed1ate\)' 
or let 1t run a hundred and twent)' da)'l and notifJ 
thea t hat we a1gbt v1 t h1n the one hundred and twent7 
daJa do that. 

It ia the aaae . 

Aa thht 

Ro, I think what J OU ar1 1a7ing, the ninet7 d17 thing 
and t he one hundred twent)' da)' thing at thie 1tage 
are praotioall)' the aaae. 

It 11 a aoditioation, but the)' run oonourrentl )'. 
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~re are tl!He thiqe, the one hundred and tventJ 
daJ, the n1netJ daJ running oonourrentlJ, or h&Ye hla 
ooae in to ••e whether onoe aore he would do it in 
the light or what Mr. Ranee eaid that Mr. Giannini, 
in hie opinion, would do &nJthing. It 18 not Y8rJ 
encouraging. 

I didn't IIJ he wouldn't agree to anJth1ng, but that 
he wouldn't agree to it without fighting, or to 
getting out or the Bank. 

Well, &nJVIJ, I U al-J8 willing, Mr. Landh, if JOU 
would talk along theee linee. Bow i8 that7 

That ie all right. 

I will talk to hi.a firet and aelt h1a 1t 1t h 
agreeable that JOU talk on the line. 

Edd1e1 

Thie would ooapletelJ eolTe the problea that ie 
bothering me about one hundred tventJ da;r8. I thlnlt 
thie 1e a Ter, good maoh1ne to handle the 8ituation. 
It taltee oare of the pointe or Tiev on it and that 
i8 8ome iamediate aot1on or a definite t;rpe. In .,. 
opinion, ve oan take tbie aotion and haYe it 
inatituted without auob effort. 

Yo.r ohang1ng JOUr exaainer out there . von 't Mite 
IDJ ditterenoe1 

It ..,. dela:r the report for a rev da;re, but 1n a 
Ter:r a1nor va;r, Mr. Folger, that il right, ien't 

That 18 right. 

Yben vi1l the repbrt ' be int 

Some time after the latter part or the month or 
December. 

(On phone) Hello . . . .•..•........................... 
Ineert telephone oonYereat1on •dth Dean Garrison. 
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B.li. Jr: 

01 

01 

o.u.Jr: 
Garrison: 

B. ll.Jr: 

G: 

B. li.Jr: 

G: 

B. II. Jr: 

G: 

H. li.J r: 

G: 

B.V.Jrl 

Dean 
Landis: 

0 : 

L: 

0 : 

L: 

G: 

Bello 

Deen Garrison. 

Go ahead. 

Bello. 

Ballo llr. Secretarr. 

Bow are Tou? 

Fine. 

lkw.U.Z. •• 1189. , ...... . 

llr. Garrison, tbe reuon I'• call t ng TOU at tbis 
tille is tbis. Dean Landis ia bere and tbe Coaptrollar 
and Jl'oleT and Banes and Mr. CrowleT and aoae otbera. 
!low, U' i t 1 a qreeable to 70u, Deen Landis will talk 
to TOU and tell TOU along tbe lines we•ve been tbinlt­
ing to-dq, TOU see. 

Yes . 

Yes, and if you didn't mind I•d like - we baTe a 
loud speaker bere so we can all listen • 

.Ulrigbt. 

Would tbat be agreeable to rou? 

Sure. 

Well tben wl tb that introduction I'll let TOU talk 
to Dean Landis. (Laugba) Tbank TOU. 

Bello. 

Bello Jilll . 

Bow are you Lloyd? 

Great • 

.&h - tbis 110rning we bad a long conference 1n tbe 
Secr etarT's office on tbis Bank of America thin&. 

Yes. 
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And, it JOU r-'bv1 tbve are aneral. aanc:tiOIUI 
that can be iaposed fiT tbe conn.ent 1n tbet 
cOMecti on. 

Yea. 

First, the Federal Reler?e 
Section 30. 

res. 

sanction under 

Secondly, the sanction ot publishing the report 
and three the FDI sanction and tour the National 
Bank sanction. 

Yes. 

Now here's the situation that has deTeloped. It 
seems perfectly pl ain that, unless some action is 
taken by the government, none ot the main suggested 
changes in the practices or that bank will be 
accompUsbed. 

Yes. 

Moreover, the whole record of the bank leads a 
great man.y people to the conviction that the 
futures of that bank will continue to be a proudy 
and a dangerous one, so long as that management is 
1n control. The question then arose as to what 
view the appropriate sanction should take and 
Section 30 and the publication of the report was 
suggested . Section 30 bas the disadvantage that 
the lel'erage 1n Section 30 is really not with the 
Comptroller but with the Federal Resene Board. ,, . , , 

Yes. 

•••• whereas the publication of the report bas the 
ad"rantage that the leverage i s with the ComptrollerJ 
be determines whether that report is to be published 
or not. 

Yes . 

And it was beliel'ed that if that leverage was 
exercised that the ends might be accomplished; the 
ends both of - ab - ah - bringing about the suggested 
changes 1n the practices of that bank and also 
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indir ectly br inging about a change 1n the manage~~ent 
of that bank llligbt be acco•plisbed , It, for example, 
t he Comptroller should determine that the r eport of 
the exami nation of the bank should be published that 
in itself i s a very very serious thing, The - ah­
the - ah - unanimous opinion or the bankers is that 
that might destroy the bank and I think Kr. Crowley 
had even (laughs) i s more sure or that than the 
rest or us are; t hat that would precipi t ate a very 
serious sit uat i on. 

Yes, 

But that may be the t hi ng that would have to be 
done in the event that the changes aren ' t made 
i n that bank, So if t he Comptroller went ahead and 
took that action there would still be 90 days dur­
ing which the bank could come in with suggestions, 
etc., which would enable tbe Comptroller to say, 
"Well since these conditions have been complied 
with, the report will not be published" . 

Yes. 

Nolf that I think was more or less the concurrence 
or opinion this morning on that subject. 

Yes. 

Some doubt was expressed ••ith reference to that 
procedure being a wise procedure due to the fact 
that , in the minds or some people , that looked like 
irrevocable action on the part of the Comptroller 
once be made the Judgement that the r eport should be 
published and, therefore, he was , more or less, bound 
to go through with the - with the publication or the 
report. In my opinion, that isn ' t so - he isn' t 
bound to go tbru with it, even t hough be says that 
be is going to publish that report. 

Yes. 

Also , if you notice that procedure, it's an ex-party 
judgement t hat the Comptroller makes under those 
c i rcumstances . 

Yes. 

You noticed that. 

Yes . 
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•ow tu 11aJoaatntnL. b ._ UDder ttwt prooedare 
attn the eo.ptJoo er baa reall7 reodered ttwt 
ultS..te ~Qdc-t or hla, to wit, tut ttw report 
aball be pabllataed. 

Yea. 

It'• done within the 90 dq 1ntenal or crace tut 
tollowa that , Ah - the au11eated procedure tut 
wa au11eated tbia attemoon 1a that 1natea4 ot 
atartinl ott with tbia ex-r.rt)< jud(-t on t he 
part or the Coaptroller th a kind or action abould 
be taken - a rule to abow oauae ahould be aened 
upon the bank u to 'llb7 the Co.ptroller abould not 
reach tut jud(a.ent that the report abould be 
publlahed. 

rea. 

That would be followed b)' a bearing before the 
Coaptroller, 1n 11bicb the question would be raised 
aa to whether or not the bank bad aet theae succeationa 
and also 1n wbicb the que1tion could be raised aa to 
bow the bank would meet theae succeations. 'Row the 

leTerace there is always with the Co.ptroller. 

Yea. 

That g1Yea it a - between a rather good opportunity 
tor getting the bank to accept tb' prograa and by 
aaintatntng that proceeding 1n atatua quo ia continu­
ing untU TOU're assured that the bank will take that 
procru - you bold the whip-Mild onr the bank. 

Yea. 

Ah - it baa the adT&ntace or alao uk1ng the 
Comptroller jud(eaant not an ex-party one but 
one that 1s giYan after opportUD.ity and notice to 
bear, 

rea. 

'l'b.at ld.nd of an adainiatratiTe thing could seea to 
be done under the proTisionll ot that 1tatute, 

Yes, 
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Well now that is the _,. the talk Ues and baa 
gone. Ah - I think the point a upon which arguaent 
is t o be exer cised is whether or not a wise pro­
ceeding under t beae circumstances inaa.uch as nothing 
continuing i s acca.pllsbed •• a result of the con­
ferences to- d&J'; the wise proc1ed1ng is to move 
towards publication ot the report because that is 
the most serious thr eat that can be made t o t he bank. 

Yes . 

Or wheth.er or not the lesser proceeding which would 
bring about the removal of the existing manageaent 
of the bank, provided the Federal Reserve is con­
vi.nced that is so should be the method of procedure. 
It certainly aeeas clear that is wbat is needed is 
some very definite aff irmative action on the part 
of the gov erruaent. 

Oh I quite agree to that. 

That - that definite action on the part of the 
government should l ead not only t o the change of 
the banking practices but certainly, within a reasonable 
period of time, towards a shift in the management of 
the bank itself. How do you feel about that? 

Well I was - I just wanted to ask this question. 
Now suppose i f the worst comes to the worst and 
you publish the report and he, of course, at the 
same time publishes a typical blast in the sort 
that be's been getting out, after he clouds the 
issue, and so forth and accuses the government is 
persecuting him in bad faith and not living up to 
the December agreement and so forth and so on, 
how much - how much actual effect do you think that 
that is likely to have in producing a change of 
management, so long as - so long as he controls 
Trans-America? 

The consequences of publishing that report are 
very bard to guage. They' re necessarily very 
speculative . Ah - it's effect upon the bank as 
a whole and its effect upon the stockholders - ah -
is such that you can't be sure as to whether or 
not the bank would survive the publication of 
that r eport or not . 

Yes . 

Regraded Unclassified



L: 

G: 

L: 

G: 

L: 

o: 
L: 

83 
- 6 -

!nt in the nent a situation ot that kind arises, 
there is always the other alternative ot still 
proceeding under Section ~. In the light ot 
the publication or that report rather than pro­
ceeding prior to that publication When the Whole 
matter is secretz. the thing is in the 
Federal Reserve ~ard, a certain amount of mis­
leading information is bound to get out with 
reference to a proceeding of that nature, particularly 
When one considers that a great source of that misin­
formation would be the Gianninis themselves . 

Xes . What would you think of - of coupling with 
the order t o show dause, an order to show cause 
why you shouldn't bring a Section 30 proceeding also? 

Tb.at was also suggested b7 llr . GreenbaUIII this after­
noon; the possibility of clipping an order to show 
cause along that line as well. Ah - I don't think 
that any ultimate determination bas been made on 
that and - oh, anyway all these determinations are 
ver y tentatively. 

Xes . 

But the objection to that will just sort of confuse 
the proceeding . Ab - the suggested program itself 
would, in two ways, have a chance to bring about a 
change in management. One i tem of that suggested 
program is the necessity for getting more capital 
into the bank - something in the neighborhood of 
~wenty million dollars. About the only practical 
way in which that capital can be brought into the 
bank is tbru a loan b7 the RFC. 

Xes. 

A loan by the RFC and then condi t1oned b7 the Treasury 
in some way so t hat iw will have a very responsible 
share in t he management of the bank, that' s one thing. 
A certain suggested procedure that is involved is 
a change in the dividend policy. Now the change in 
the dividend policy, according to the suggestion 
Mr . Foley made this afternoon, would very likely 
precipitate a change in the management, though the 
Oianninis might not be able to survive that change. 
There are two ways in which one can move indirectly 
towards the direct result under Section 30 and either 
of those may be productive, but they would be beth 
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involved in the proceeding with regard to the 
publication of the report. 

Yes. I get from you the i•preaaion that its going 
to be a little easier to arouse the other stock­
holders than t o accept Federal control and I 

• 

Well that again is a certain amount of guesswor k but 
I think one must remember that the stockholders, 
not only of the bank, apart from tax work, but the 
stockholders or Trans-America will be considerably 
disturbed at any shift in the dividend policy of 
that bank and they will come back and say, •What 
the bell• and they'll say that to the Giann1n1s . 

And how DalCh - has anybody got any idea of bow 
IIUCh stock interest i .n Trans-America the Gianninia 
bave? 

In Trans-Ameri ca itself? 

Yes. 

Yes we know bow much Giannini himself bas - ab -
there is nobo~ in Trans- America that controls 
as much as 1~ of the stock of Trans-America. 

Yes . 

Ah - the individual stock holdings, as disclosed 
to the SEC, show only about •,ooo shares to 
A. P. Giann1n1 (aside to someone: • Is that right?• 
Ah - Not with a certain of interest. 

Gianninis financial state, according to all the 
figures here, in the bank aa such is not too 
excessive but his psychological st~te in the 
bank eTerything. 

Well Jim - I like t his - I like this program and 
I think i t has this additional advantage. It 
gives you a little more time without - at tbe same 
time pulling your punches and I think that's - I 
mean i ts a three months ' proposition, whereas if 
you were going to move under section 30 you 
presumably would go right ahead.. Now t he added 
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Yalue ot tt.e, it se-. to ae, the 1nt1DJ.te -
it l1Dka 1n with tbe SIC 4ellst1nc aon 8114 
aa that th1Dc becins to cet closer to the -
closer t o the time when its co1nc to aotual.l7 
pop and the publication ot the stat..ent gets 
closer to the time, you're go1nc to haye a -
bination ot forces! it seeas to me, working to 
really brine the G annin11 to do something about 
this. 

Yes. 

I think it you can synchronize those two things 
that you 1Te gained somethin&, don•t you? 

Oh I think you do. Ah - I think what you said 
there a moment ago that this is a action 
without pulling your punches is an important thine . 

Yes. 

That is, the time for pulling punches 1s definitely 
aone ••••••. 

Yes - :rea that's certain. 

• ••• •• now. And the- oh, the r eal danger on the 
other side i s to resort to some kind of remedy -
all - which - ah - will be too excessiTe. 

Yes. And I auppose,so far as the possible danger 
or a bank run goes,that the publication of the state­
ment would perhaps be no more serious than s,ction &0 
proceedings. 

Oh no - no . I think there•s general disagreement with 
you on that point that the Secti on 30 proceeding would 
not necessarily mean anything -cb - anything too f 
:.1ch along that line, whereas the publication or the 
ltat ... nt would carry all the dangers of a bank run 
and a bank run there - that would affect not only 
the Pacific Coast situationJ it would attect 
seriously other situations. 

I see. Jl:r only reason tor saJ1.ng that was that I 
supposed that the bulk of his depositors were the 
kind of people Who wouldn't understand a s tateaent 
when 1 t was put out anyway and who might be more 
scared by hearing that the Giaan1nh were be1nc 
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abollt to ba tired. I 4cm1 t mow. I hnen't. -., 
Jud&-t on ~t at aU. I Juat put lt aa a 
qu .. tlon. 

Well certalnl7 the oplnlon ot the benkera aloDI 
that line Ilea been the - •ch 110re 4raat1c r~ 
ot thoae two - •ch 110re 4raat1c action ls the 
publication ot the report. 

Yes. Well then I think - ot course you don't haYe 
to ll&ke the ultiaate absolute deola!on on that 1 do 
you? I aean you g1Ye tbeae tallows notice that Wb7 
ahouldn't you do lt cd hue a hearing and then, 
•• a result ot the hearing, say nothing coaes forth 
tro• th• you glYe th .. the three 110ntht1 notice 
and you can alwaya - U you teal wben the tiM COM& 
that so•• other oour .. 11 thm deairable you can 
alwaya 4o lt. 

Yes you haYe1 I thlnlt. You alwaya h&Ye a string 
on the situation until you actually publi sh the 
report . 

Y... Tbe big 
to use lt at all. 

Yea. 

All tar aa the 

Tbat•a the hope. 

now 111 that you aay not haYe 

Yea, that's the hope. Well I thlnk that aakes 
aenae. 

iU•t a --t Lloyd. 

(Pause wblle group conters) 

Lloyd. 

Yee. 

Tbe order a are that you plait so•• day - Sunda7 • 
llonday or Tuell4ay - preferably not Sund117 but 
not necessar117 Sunday to be Oil deck 1n WasblDiton. 

Yea. For how long, Jla? 
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Certainly a day, 

Yes. 

Perhaps more - I mean Just leaYe leeway 1n there. 

Yes. Well now it you want an answer on that at 
this moment , I 111 have to do a little studying 
on that I'm atrt.td. 

tHose three days are agreeable tor both ~self 
and for Eddie Greenbaum. 

Yes, well could I - could I take a little bit 
of time to study fiiY calendar on that and see 
what I could move around here. 

Yes and will you telegraph the Secretary as 
soon as you can tonight. 

Yea, now how soon would he want that. Is it 
important to have it the collling week or the week 
after or •• ••• • • • 

Ah - the coming week. 

The coming week. 

That is • •••• 

Be wanted me then? 

That is beginning next Monday. 

Be wouldn't want to put it off any longer than 
that . 

Ah - its the Monday - it would be the Sunday a 
week f rom yesterday. 

Yes - yes. 

A week from the day before yesterday , 

Be wouldn' t want to put i t ott beyond that time ..... 

No -no. 

•.. .. . I gathered. 
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lo. 

Allrichto 

low, Jia, Just one other thought. On the coupUnc 
or the two th1nga 1n the ahow cause order - the 
Section 30 and the publication, 

Yea. 

It did aeea to ae to be worth one 110re thought 
because auppos1ng that the worst coaea to the 
worst and the Oiann1n1a are adaaant and th87 do 
nothing and your - your ti.ae begins to run close 
to the publication date - suppose tor soae 
sutticient reason at that tiae - say three aontha 
or so hence you can prOYe that you don't want to 
run the risk or publishing this thing - you then, 
it aeeas to ae, with a little 110re punch, swing into 
your Section 30 proceeding - then to a certain 
publication and nothinc else and then pull that -
pull back tr011 that and awing into a new line or 
attack, see what I aean? 

Yes - yes. 

You're holding both things oYer them; ;you're not 
saying devindtely which one ;you're going to use, 
I 'd so word the show cause order as to indicate 
that the publication 1s the .aiD thing but ;you 
were still consider 1ng the other, so that 1t ;you 
abou}.d decide to use the other you wouldn' t be 
called upon 1t you round it too auch, see what I 
aean? 

Yes. Well I - I did that - the yery definite tb1ng 
that was worth • I aean we hadn't a 
chance to talk - ab - on that tbing JDOre than a rew 
llinutes this afternoon •• ••• 

Yes, 

•••••• and I think i ts a yer;r definite thirtg that'• 
worthWhile thinking about , as to Whether the show 
cause order aightnlt eabrace also the question or 
a reference troll the Coaptroller to the Feder al 
Raaerve pu.rauant to Section (50, 

Yea, Wall is there &nTthinc 110ra, Jia, now? 
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Just a 1110ment. Just a -.nt, the Secretary wants 
to talk to you. 

Hello. 

Hello. 

I'm sorry I couldn' t meet with you Sunday. 

Well I'm glad you didn ' t fit your time to it. 

89 

H. li .Jr : &t I appreciate al.l tlie time and trouble you gentlemen 
are taking and I am anxious at least to .ake up our mind 
which way we ' re going to go • • • ••• 

G: 

H.K. Jr: 

xes. 

•• • • and- because I didn ' t- the President asked me 
bow soon we'd have - would make up our mind and I 
told him I thought by the time be got back. Well I ' m 
hoping I 1d be somewhere early next week because it 
will be a year - well its over a year now that we' ve 
been trying t o get somewhere and if it isn' t too incon­
venient and you could come down and then this time we' ll 
try to have the three bankers here also who are advising 
us. 

G: Xes. 

H. li .J r: And - so as soon as you could look at your cal.endar 
and would send me a telegram I ' d appreciate it very 
much. 

G: Xes I ' ll do that within an hour , Mr. Secretary. 

H. II . Jr: Thank you so IIIUCh. 

G: Allright. 

H. II .Jr: Goodnight. 

G: Goodbye. 
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lo••bel' 1!8, 19&9. 
&a25 P.K. 

Dean 
Garrisons Mr. Secretary, 

R.M.Jr: Yea Qean. 

o: Would Saturda;r of this week be possible? 

R.JA.Jr: Surely - now wait a minute - wait a lllinute - we've 
got to ask tbese other lawyers. 

0: Allrigbt. 

H.M.Jr: Just a 1111nute. (Brief paus e while Secretary 
consults witb those in his office) 

R.M.Jr: Ah - the people here will adJust themselves. 
Does that mean, in a pinch, you'd stay over Sunds;r? 

o: Yes. 

H.M.Jr: It does? 

0 : Yes it doeei 

H. ll. Jr: 

B.W.Jr: 

0 : 

B.K.Jr: 

Well then let me ask - (Aside to group: I think we 
oueht to take hill) 

I mean ;res. 

Well if Sunda;r would be better than Saturda;r that 
would be a.llrigbt with •e, pro• ided that I could 
leave b,y 6 o•clock Sunday afternoon. 

I ' d like - I'll take it the wa;r we first put it -
that 1a Saturda;r was an option on Sunda;r. 

I 

G: (Laughs) Allright . 

H.li. Jr: 

0: 

I can•t take Sunda;r with an option on Saturday. 
(Laughs) 

(Laughs) Allright. 
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B,JI,Jra So 1t J'OI1 can roll 1D here about - ab - Saturday 
.orniDC Wh1 - ab - Ill'. LaDdll an4 Ill'. GreeD'beua 
11111 be hera an4 .. •u haYa thoaa tbHe baaltera 
hare too. 

c1 All1'1ght, tina. What - what tiM would J'OI1 nnt to ••••• 

R.li. Jra w•ll the Coaptroller•a office 1a uaually open at 
nine • • . • , •• 

G: Allright, 

R.li .Jra •• • • • and 1 111 tr,r to get down at tbe aa.e t1 ... 

G: Allr1ght. 

B.li .Jra Or you can ... t 1n Ill'. Foley's office at 9 o'clock. 

G: Allright, I'll be there. 

R.U.Jrl (Laughs) And they're all laughing because Foley's 
reputation is good at staying late but not in coaing 
early. 

G: (Laughs) 

R. lt ,Jr: Well Foley 11111 make an effort and be here at 9 o'clock 
Saturday. 

G: lllrlcb$'.; . 

H.li,Jr: Thank you. Enr so •ch obliged. 

0 : Goodbye, 
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LandU I 

OrowleJ ! 

H.M.Jr: 

Greenbaua: 

-- '-
I thlak U •• 1JitoreoUJIC that u lOt tbh U.. 
Ulat Ullo UllJIC wao b1U1 .. Ml"4 wUboat ,..U1JII 
paa.Uo. I th1ak tta.t h a 't'OI'f Upol"hhlt 14M to 
pt aorooo. !lao u. .. tor pul11J1C puobeo 1a ..... 
toa waDt to 11Yo tboa a portootlJ oloar .ador­
ataa41 .. tbot Wllooo tbeJ do ••t ttae naeouoao 
ot tbo ao.ptroller, 4nauo aoUoa will take plaoo. 
'l'bat 1o tu 14M JOD ozpreooe4. 

Too, o1r. 

I 4oa 1t pt tta.t. 

I would llko t o ouppleaent tbot 1D tble -.,, tbot 
tollov1Dg up tbe otote•nh that JOU wore •""'' 
tblo •l'llllll, Xr. hoNhl'f, ot tho noo .. el t7 ot 
4o1Dc ooaethlDc tta.t would take tblo out ot tba 
t•lk1DC otaco aDd be 4ot1D1te &D4 4root1o &D4 that 
tbet_ wao tbe point that TOU were aakiag aad wo 
would .., to &44 w1 tb that the uob1ne wbereb7 tho 
Troaoui'J would not be tak1DI o1 thor aD 1rrnoooblo 
aoUon or aD a oUoa tta.t Dllbt be nbJoot to that 
oonotruoUon. Tbh, I tb1Dk, baa tile 114n.ntaco 
ot both ot thoee. In tile t1ret plaoo, ao tar ao 
dolaJ on th1o th1DC soee, I want to aent1on tb1o, 
that th1o aot1on ta.o boen oonte~lated ao a reault 
ot the Julf letter. You oouldll't ta.Ta acted batoN 
ona bUJidNd tWODtJ 4871• Tho ODI bun4N4 twontJ 
487• will be up on Monabor ,o. 'l'boretoN, 1t 
aouon tollowo pro11pt17 aner that and tboJ are 
o1 te4 and told to ooaa 111 and obow oauaa ~ tb1a 
4raat1o aot1on obould not bo taken, JOu are aot1J11 
p~tlJ 1a that rocard. 

Wow, tblo would bo ooaetblag Tll'f real 111 the 111111 
that 1t woald DOt - that 1t would taka 1t o~letelJ 
OUt Of tha OOIITiri&UOnal etqo. .t.a WO 't'1nal1ZI 
U, tblo woald be a noUoe oanod on tbea 'ldlloh 
oould ba oonod YOI'f pro~~ptlJ otter the 4eo1e1on 
1o ado an4 1 t woald tall upon thea to appear at 
a tonal M&r1ns betoN the Oo~~ptroller, wh1oh 
would be oon4uote4 w1tb atenocrapb1o a1nuteo 
an4 o01lllael aot1n1 tor the dopartaant there aDd 
tboJ would haTe the opportun1tJ to preeent wbat 
thaJ waDtod. It 11181 to ae JOU aN sett1n1 4at1nlta 
aoUon. Tbon 1t s1Tea the opportunltJ to work out 
ooaetblag 4ur1ag the haar1DII or pon41ns the deo1a1on 
atter the bMriDC• ao to whether the D1netJ 4aJ not1oo 
ahould not be ClTen. 
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Do rou oount the one bun4re4 twantr tal• 1'roa the 
baglnnlng ot Julrt 

!be th1rtr-t1ret ot Julr wae the 4ata ot the latter 
ot or1t1o1ea that wae baee4 upon the lut ooaplete4 
report. 

luppoelng be le &bead with tbeea tormal bearinge, 
the ninetr daJ' letter on the publlcatlon would onlr 
go out atter the hearinge were oonoluded. 

After the daoieion ot the Coaptroller wae handed 
down, baaed upon the eYidenoe at the bearing. !bat 
1e the Judgaent. 

But the aere taot ot 11nd1Dg th1e notloe and baYing 
the toraal bearing ln lteelt, ln ~ oplnlon, ie a 
Tery eerloue action and above that the Co~troller 
aeana bualneu on thia. 

'lfbat baa be been aeaning all the t1ae, what doee h11 
JulJ' letter and h11 October letter •ant 'lfbat do 
all theee other tallte aeant 

I tbinlt tbie would _bring lt out ot that category. 

Not it paet experience Ileana an:rthing. We haYen't 
had 1'ormal hearinga, but the:r han had aaetinge 
going on here continuouel:r ever einca September, '38· 
It baa Juat been a euooeeelon ot aaetinga and eo 
tortb and eo on and I Juat think tbia ie going to 
be Yerr d1ttioult tor the Comptroller. I don't 
ltnow bow :rou would teel about lt. 

The Coaptroller teele that wa;r . 

And it would be kind ot eelt torture. I a• wlllin' 
to bet an:rbod;r that when :rou are through rou hann t 
arriYed an;rwbere, an:r mora than :rou baftduring the 
rear that :rou bad been in ottioe on thia thing. I 
mean, in getting thea to aalte an:r real oonceeaione. 

I th1nk the point that Dean Landia ie malting 
partioularlr in regard to tbia holding ot an adainie­
tratiYe bearing ie that he regard• that ae a 
etrengtbening ot the Coaptroller'• poeltion tor 
wanting to publ1ab the report . 

I th1nk 1t etrengthene h11 poait1on enoraoual:r. 
I think it aotion 11 taken without anr bearlng ot 
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Delano: 
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H.M.Jr: 

Delano: 
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._, •wn1 ,.. - lie RIIJ..t •• .Ute• • a.. 
p .. 11111• la llebl .._.._. "' U... pMplo at -
....... , tiM, .... ...., ... ,., .. - * ••. 
.... 1t ,.. ... _ Pllla ,. aUI • ctetlalte , .......... , 
, ... , are .. , 80UIIC UloH o!laapo -

Ot onroo, .. baYo Jan coDe 'broaP tbNo 4aJ•· 

' 

!boro 11 appaNDUJ' lll t!M11 rDtlooaA 11 lllll4o a 
4loUaoUoa botweoa th111 lao tbreo -· llll4 'lie 
tonal bearl.lll lll whloh w voll14 lll'll ' ' ,.._ 1a oa 
a Mill Of obowl.lll oaaoo all4 U'l'lllC a OOUJIIel. I 
laaelllo " ~4 ''' about tile .... roRl' oat ot 
tkt, 4oa't roa, tkt " !la'lo ,., •t of thle otller 
oao, or 4o 1011 tb1at tho taot \bat lt 1a to~ 
llll4 1 t la a Ol taU Oil to obow OUM 'IIOUi lllJ'I7 IDftlh 
lllprooalneaoa w1 th U to o!laap tile aUuaUoat 

Ba•o 1ft l'l'lr aal4 to thoa, 'low loak uro, w are 
101118 to pablllh JOIII' ropon of ena•uuoa•t 

lo, .. !laYoa't aa14 tkt. 

that la v!lat roa wero 81lJ'1Dg all4 7011 were 8Jl71JII 
t!lat for the f1ret tlaa. •we aro 101118 to publllh 
that aa4 v~Mt an 7011 801118 to 4o about !-'. 1 that 
11 all IDUI'IlJ 41ffll'lftt ltOI'J' thall aft1 lhi'J' that 
baa Jot boon ll'I'ID tua. 

We ban aal4 I'I'II'J'thl118 but t!lat, praoUoallJ• Wo 
!la•aa•t pat lt 1D thoH vor4a. We ban thi'Mt...t 
tbea with looUOD )0 aD4 all tile oaaot10DI la tlla 
book. 

!beJ are not atra14 of tile loot1on )0 proo•IC11AC· 

!beJ are aok1q for u. 
But thlo !lao tha a4'l'lllltall of exhauauac the poao1b1ll 
tkt vo ban v11:hln tile froaaui'J', w1 thout 801118 to u 
ntel4e aco••J aft4 at tha .... u .. 1t bol4a oYer thoa 
a •oh aoro 4roat1o roault t!laD vou14 be aooollpllde4 
bJ all or4er troa tile reaeral Be••"• Boar4. 

I • tboroashlJ ln acroeoaDt that thl• 11 thl .... 
4roaUo thlag vo oaa 4o. It 11 a quuUon la ~ alft4 
of bow .. oblnl14 4o U, aft4 thla •l'llliiC VI 41aoaaol4 
tile queat1oa of Unllll lt la tile tona of all ulU•tlll 
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..s... Uld lt - tUia•t a. ..nasa oez,.., tlla .. -.-u~ ............... ~Mel_ .... . 
IIUt Ell Ml ,..d~ .. If l'Utta• 
•• .. --..,ul ......... ~ llbl ~ 
11kil Ulat •• J Wilt .. 4o u , ... ..,. J 
11'11111 1DI to ... _. ~ • u. Uu u1 .... 
•ao u.a u1 •• u,• •• 1 to pelt to ._. t4Pfte 
1t be tlala1 tbat 11 11 llil4 co 4o tbat .spt -
w1 tboat hnller aouoz 11114 w1 tbolat tlartller ual'lllp. 
It be ft'MI tbat u JullolCMN, tbati h 1o•tllllll• 
I tblllk, tor till lawr•n to 41o14e. 

I 1101114 pelt, toe. I aa aoti f:llll Co a8k thiN 
teu ... co ·- •- 11114 ....... • 11114 , ...... , 
take .tbe1r alrtoe, blati U 11 aa uUrel-7 •-~t 
u4 an .. lpeektq OD tbll 11114 uplq a llUle •~t 
abHti u, 1t tbl:r 1UU fMl - t1M7 feU o• W7 
tb11 •ralJII aiiCl tbl:r tiel uother W7 tbl• ane­
aiiCl t11eJ MJ bl'l'l uotblr Uloacht t-rrcnr. I u 
aot aollllr to marr:r ttau. •• ...... , 11- et tll.l• 
ll'l'lll JIU'I u4 1t w take ll'l'lll llqe, ~that 
ha •' '1'11'7 loq. 

lip. horetia17, aa:r I 1ahrrupU 

Oo ah•••· 

!here 11 oa• tblq 1a taYor ot Diu LID411 1 propoaal, 
aa4 I th1Dk oalJ' oae, 'but tblti h a ta1rl:r lllponuti 
ODI• B1 IIJI tibati 1t .. 40 DOt ba'l'l tbll lleal"llll 
aiiCl .. aa:r tlleti .. wlll publlah the repon, the:r 
..,. •Jola tille C~tiroU•r troa pubUIIIJ.q tbl 
repon a114 oae raaaoa ~ a oo1U"ti woal4 lftllt that 
111JuMUoa 11 thati there •• ao hear111s· low, that 
_ .. co • Ulponut. 

low, walt a a1Jaate. Yoa are llalllllll •- •­
Ia there u:r ball a ot ••-• law for wbat he ll 

Wbat I aa14 -• tbll -

11aJbe I lla'l'l pti U WPOIII• 

It aoud1 lUI the lupr•• Cnn, 1t he 11 rlpt. 

I .. 1 tihlaklDC O'l'll" tile pola1blllti111 of vbati tihl 
llallk 001114 •• -

AN :roa a lawr•rt 
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Juat ••• tho .. that are, the. IYer:rbod:r alae 1a 
a laWJ'er . 

You ea1d :rou vera, that :rou had a1x :reara 1n lav 
eohool . 

'llha t I ea1d vae thh 1 I vae th11llt1ng onr the 
poaeibil1t1ee ot vbat the Balllt aight do 1n that 
connection. 8uppoe1ng 1t eought to enjoin the 
Ooaptroller troa publiahing that report. One 
ground upon vh1oh it aigbt au tor that injunction 
would be t be lack or an:r hearing pr1or to that 
aot1on or tbe Ooaptroller. That thought "" the 
thing that led ae into tbe idea or ~ not ban 
a hearing and that vae the thing that led •• 
into th1e idea or the ada1n1atrat1Ye ehov oauae 
order. I vouldn 't ea:r the:r oan oerta1nl:r enjoin 
the Ollaptroller troa doing eo, but I th11llt th1e 
point elUDe aa a reeult or tr:ring to th1nlt what 
tbe Banlt ' a repl:r to an:r auoh thing or that nature 
aight be. 

One or :rou gentleaen eaid tbie aorning that ir 
the:r tried to enJoin it, it would be terrible 
tor thea, tbe reaction or the publ1o that the:r 
tried to atop aboving. 

I thilllt I eaid t hat. 

I don't thilllt that ia a - the onl:r consideration. 
It I thought that vae the onl:r cona1derat1on, I 
vouldn •t be tor 1t - beoau11 I don't th11llt the:r 
oould enJoin the publioation aucceestull:r or th1a 
report b7 the Coaptroller 1t he wanted to go ahead 
and do it , but I lilte it beoauae it get• here in 
the Treaeur:r and gate ava:r rroa outaide agenoiea 
where inl"luenoea that oan 1tbebrought to bear here 
are brought t o bear. Tbe ult1aate deoie1on and 
the ultiaate action 11 a much aore aeYere one then 
tbe ulti .. t e deoiaion in a Beotion 30 proceeding 
and I thilllt 1t ma:r g1Ye ua a bargaining poeit1on 
tor the tiret time. Oerta1nl:r ve haYe not nov. 
It I thought it vaa eiapl:r going through what ve 
han gone through 1n the Co~~ptroller'e otrioe b:r 
va:r or negotiation during the laat veelt, I wouldn't 
be a:rapathet1o at all. 
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Mr. Cl'OVlei ie tho fJ'Uldcttl447 of all of thie. 

Well, ae I told th .. e Mil I feU about tbe JNIO.L1ola'I::LOIIe 
of tbe report, I think tt. t Coqro.. pve ue the 
right to publ1eh that r~ort and 1t wae to be ueed 
in extreae oirouaetanaee. I th1111k the general 
opinion wae that the publioation likelr would 
oloae anr bank 1IIG the report wae publ1ehed on. 
Now, I reali~e that rou aen have wasted a lot ot 
thie t iae with thie fe llow, and I don't agree that 
rou haven't aade eoae progreee and that rou aren't 
goiq to make aore progre11 on th1e thing. The 
onlr reaeon 111 tbe world I think rou would be 
Juetitied 1n publiehing t he report would be if 
thie fellow oontinuee t o epread unfair etateaente 
about what the Coapt roller ' • oft1oe ie tJ'71ng to 
do and ae to the oondit ion ot hie bank. I don't 
think rou will han to eit idl7 b7 and i ndetinitelr 
let it be going to preee and the Treaeurr or the 
Coaptroller'• ottioe not earill8 anrtb1J18 about 
thh thing. 

I think tbe publication ot the r~ort likelr would 
eoare out eeveral hundred• of aillione ot dollar• 
ot Ullineured depoeite. I think it would etart to 
fl7 out Juet ae eoon ae it got ruaored that wae 
going to happen. I think alread7 the7 feel the 
•tteote ot that thing and ther won't adait it. 
I think that it the lawrer• asroe that th1e ie 
the procedure that will help to bring eoae kind 
ot a baeio eettleaent t or th1e thing, it ie 
all right. I don ' t agree at all that r ou aro 
going to loee rour lubeeotion )0 oaee, that rou 
wouldll 't get eoaewhere v1 th it, and I don 't agree 
that 1011 aren't go ins to set a eettleMnt of th1e 
thing hero that will be quite uUefaotorr, beoauee, 
ae I eald thil aorning, no Mtter how hard he tried, 
he can't keep hie d1Tidend rate up beoauae be ien't 
going to have the earninc• to do 1t. Be 11 going 
to be toroid t o do it. . Ae I told rou aen the 
other dar, the onlr thing I don't want ie to have 
hia go out in the hisbware and b7W11I ot California, 
ae he did with the Walker IJ'IIdioate that t1M, 
and paee tbe reeponeibilitr tor outtiq ott thie 
diT1dend to the Federal Governaent. We didn't 
aa1te theee lave; we didn't put th1e bank in thie 

· ebape. Be 11 r .. ponei ble f or the aen on hh 
Board of Direotore, wbD 111 turn are reepone1ble 
tor the d1v1dende. It I wae Coaptroller, I would 
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let thle fellow VI'Ue •• a letter telllllg .. wbat 
1M 11 plq to 4o about ~ letter to Ma. I woul4 
OOIIU.Jl111 prepar1q ~ lubleoUOII JO 0111; I woul4 
ooatliPie 011 thle prooel41aa, 1f tbat 11 the was' JOU 
eleot to 4o; I would let hia kllow what 7011 are 
going to 4o and whla Oonsreu ooaee here I woul4 
prepare 111 data; I would prepare before the Banlt1J18 
and Ourrenor oo .. 1ttee an ezeoutiYa eeee1oa; I 
would liJ th11 thing before CteiiJ I would aelr. for 
a definite legielation, putting baolr. 1nto the 
Coaptroller'• offioe the right of oontroll1J18 the 
diYidande of national banlr.e, doiq awa7 with 
Bubeeotion JO where JOU baTe a euper-power OYer 
JOU, and JOU ¥111 aet JOUr reeul te 1 Yel'J quiolr.lJ. 

When thle fellow inYitee a Bubeeotion JO oaee, he 
11 juet wh1etl1.ng in the dart, he doeen't want 
hle Bubeeotion JO oaee, beoauee JOU oan't read 
tbat hletOl'J w1tbout lr.now1q that th11 fellow 
oan' t etand up, he baa got to aa.1r.e peaoe and worlr. 
out a progn.A tba t 11 eaUefaotol'J in. thil thing 
here if that banlr. ie to liYa eoonoaioallJ. 

I 1117 baTe gotten JOUr eeoretarJ in wrong laet night. 
Did JOU hear about itt It wae with Ed Noble. I 
will tell 7ou about it. 

O.I. 

llq I aake one ra .. rtt, Kr. BeoretarJ, or at leaet 
get tbe judgaent of the•• people on one thing' 
O'pon the a11uapt1on ot publ1oaUon ot the report, 
that 1t ie a auoh aore eerioue tb1ns than the 
re.oYal ot the aanageaeot, I would Ulr.e to aelr. 
whioh of theee two blow• ie the heaYiar blow that 
oould be dealt, the iaJ.UaUon ot a ooaplaint to 
the P14eral Reeern lloarcl or the ••1141118 out ot 
thie eo-oalll4 Nle to ehow oauee' 

!he latter, 111 111 judgaent, would be auoh header. 

I think there 11 an iaprellion that that ie a wealr. 
bit ot aotion. It ie not a wealr. bit of aotion. 

NaTbe I feel that W1J beoauee I don't quite under­
etand u an4 I aa a l1 ttle afraid ot u. The 
ooabinaUon 11 ba4. But I baTe between now and 
PridaJ to etu4J it. I aa going to an4eretall4 it 
better. I aa not taa1l1ar w1th thie prooi41U'e, 
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beoauao DO ODO baa 
with thla 11p W!Ul 
new nsgeation. 

euaseeted tbat ln oonueotiou 
thli atternoon, It 11 au eut1rel7 

Xa7 I aak a quaation to olarit7 in .,. own alnd -
I don't quite get olaar thia ehow oaueo order. Do 
tb17 go out ot the Treaeurr with the idea that be 
would reepond to a beariq in Vaehinaton and at 
that bearing the Co~~ptroller would lq out the 
thlnge he deaanded be done -

Tho baeie ot 7our oo~~plalnt 11 the Jul7 3let letter. • 
"You wore ordered to do eo and eo aDd 70u baYeD • t 
done u. That belns the oaee, wb7 llbouldn't I 
publ1eh 70ur reportt• 

The queeUon tban oo .. e 1D .,. alnd, it be oau 1 t 
ehow cau10 wb7 70u ehouldn't publ1eb tho letter, 
70u go ahead and publieb the letter? 

You eerYo notioo 70u are going to publleb lt. 

Under the other plane, ae I gathered tbie aornlng, 
lt eoeaed to ae tbat ottered a poeelbllit7 ot 
getting eoae oouoroto tbinge done under the 
threat ot publioation ot the letter in nluet7 
da71, ln other worde, in tbat lnteria 70u bad 
a real opportunit7 to bring about the thing• 
that 70U want to brina about, wbereaa uudar 
thie -

You etlll baYe that, Jobu, it ia the eaae thlng. 

Beoaueo tho deolelon -

I thlnk John 11 -.king a nrr good point. 

I Juet don't W!deratand lt. 

The oul7 dltterenoe between wbat wae euggeetld thle 
aorning and what 11 being euggeeted here ia the 
hearing on the - eending out ot the notioe ot 
intention to publieh the report. Now, in real1t7 
what would happen ie that tbie bearing would be 
pro.ot1oall7 the eaae kind ot a hearing that 7ou 
hold betore the Federal ReeerYI Board on the 
reaonl ot the ottioere. It would be torael, 
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counael repre .. ntlng both aldae would be preeent, 
the reporta ot axa•'n•UOD would be put into 
aTidance and taaU110D7 would be taken troa the 
exaatnere and when the Coaptrollar'e oaee vae 
put 1n the record, than Mr. Gianninl would be 
called upon to rebut that teet1110ny and he would 
be held according to rulee ot aTidenee to the 
caea that ie betore the Comptroller and it he 
ien 1 t able to rebut that teetimony euooeeetully 
and the weight ot aTidenoe ie on the Ooaptroller•e 
aida, then the Comptroller deoidee to publieh the 
report ot examination and eende out the notice. 

May I interrupt the re1 

Durillf the ninety day period they can oo• 1n and 
aay, We will do &ft7thlng you want to do, ve v1ll 
put new capital in that bank, ve will ree1gn, ve 
don •t want to - we want to know what ve ban t o 
do to keep you trom publiahlng the report. • 

I thlnk Hanee and I haTe got - and thle ehov oauee 
thlng, that 1a a prelimlnary etep to the ninety 
day and baa aTery adTantage but it doeen•t take 
anything away troa what we vera talking about 
thle aorning, but it ie Juet giTing thea an 
opportunl ty. 

That ie right and it inetiDa in their alnde the 
eeriouenaee ot it. 

I want to auppleaent what Ed eaye 1n thle way : 
VheneTer you eettle a lev oaea in a law euit, 
you eettle it when it ia on the calendar tor 
trial. OTer in the Bureau you eettle 1t attar 
you haTe aant out a lot ot notioee. Thie pro­
cedure that we are euggeeting would haTe a tormal , 
legal etatue and would fat thea down here tor 
theee hearlnge. Actual y, it aoooapliehee the 
thraft thinge, namely, it pute the Comptroll er 
on raoor4 eo that he ian't dictatorial in that 
way. Mart , 1t giTea a good baoqround to the 
whole thing, and thlr4, aaybe 110at i .aportant, 
an opportunity to r eally get thoee guye to do 
eoaething on notioe that you a re going ahead. 

Nobody bad explained to ae how you were going 
to get that reeult. I un4eretan4 now. It wae 
the reeult I waa looking t or. I underetand nov. 
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AD4 JOU haYe SOt 10 .. \hiq, 1t J'OU want to SO 40Wil 
on the B111, to let tb.e .. ~r1 of tb.e Co•tttee 
look oYer. There i1 a to~ reoor4. 

llov, Wlleu IOMb04;r elee hal sot 10aething, oou14 
:rou eeD4 out vor4 t onight tor tb.o1e three gentllaen 
to be here 8atur4a:r an4 8un4a:rt 

Tonight, telephone thea tonight. 

Y .. , I will telephone th• right a'ft7 . 

Kr. Lan41a an4 Kr. Greenbaua, between aov aD4 
8atur4af, oou14 till Mr. Pole:r. 

M1ght run 1nto a ooapl1cat1on v1 th these baJIII:.er1, 
Mr. 8ecretar:r. 

Ba:r, 11eten, the .. three un a r e the her4 tellove 
to get. You can alva:re get banlr.er e. 

The coapetition of the Ara:r a n4 NaYJ game on 
8atur4a:r aa:r be quite a factor. I tb.1nk aa:rbe 
that va1 E44ie 1 a trouble. 

Va1 that :rour trouble, J:4t 

No, I aa not golDC· 

I can't thank :rou people too auch an4 it ie 
oont1nue4 until ne~ 8atur4a:r. 
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DIU~~~~- lftllettelat 
Mlt1JIC D/28/:111 at ......... 7 I II, 1931P 

A~- of 11n1 7 • 1a -~ut.iGoa w?.tll 

the publioat1GD ot ~ repan 1a OI'Mr \o nDid 8iiiT unupU• 

that tiM Cc:lllptroll.er'• eat. 1a Ol'Ur1Jia pablJ.AiaUGD ot tile ~ 

would toreoloM m7 ettorta bT tU 'beak \o ..t. tile obj..U.. 

of the Cc:lllptroll.er ~ W u toll.aor•o 

(l ) .UCOJ'd1ac to U.. ~ tile ~roller ..t a.d. 

U• t tbl bmk 8ball -', w7.11Wl 130 cl8p after 11Gt.111oat1GD ot 

(2) !5IU - \bat tlare -t be • .t1lld1ac ot tbot 

C~roller buad 1IPCD lack of oowp"eno• 1IPCD tbot part ot tbot 

bank with ba earlJ.er n&~• 

(3) !litre 1a llitla ree-1 111 1IIQ- U..t flw!SIII 8bGalcl 

not be ..s. after cirilll ~ botDk an owcal:w1t7 to ..., -

Mlat u.. "'""• 1a llllt ~ 

(4) ~ r. llrill w.. .. .. 7 • 1ato etten, • nu1e eoald 

be ~ ..- .-'beak to •'- -• .-, tbot ~U.r 
eboulclllllt aot 1a ~with tbot ~ ot U.. •~ 

in reprcl to pllbl.1 aat:P.an. 
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(S) tlda wtM .... till .. a IIS•s_...ta_,, te ~._a. 

it )IU ... Sa \bat ......... abe te .... II a JI' .. W te ... tllil 

~roU.r'• .,......._ ill N1. 

t.o IZii1 pnpw •-a-ted twr \be .._., ..U ·H,. ... ..ntlw JN­

cHdiJIC DMd ""' be MWa , ... 'lla - ~ lie I rt' I 1fta U. 

t.o tiM U ~~q b• .... •a II i• 

(7) Tile edt 3 ap ot Udll ...._. •t Pl'll ' " ..W 11e toe &lw 

t.ba biD); IB ~to-- & ..U.1Mto17 UJ Q 
3 

'!d.tll \M 

~ .. )ll'1or to ..e t1Ml-'1• • U. Cq'w"u~~q ~. 

rat.bar tllulbniJII U. Cqto: 1ler \u. Ida -"• ~crt. to '!d.~ 

clra1.nC t'-t ecrt.iaD 1a auar' 1 '!d.tll ...,..tot- that u. bull: 11117' 

-· aDd 11h1oll - aFI .. ,. to • ~· 

(8) fbU JIR'DD Mie llu \M &4tWWole of ¢r1Q te \M .... Hq 

-..rlcl u • 1lbole tll&t -..le Ill 3 1- llu ..._ Ill~ M ~ ~ 

Clllar t.Dk to Jl'l Ml lt.e - ...,... U. I rt'- tlat U. ..... 

~thee :11: "er\o ~lllln--illz!arr' 

(9) ftU-----\MttMpra I •-wile 
Jl'lbl.lDJ 1a tacrt., 1\e 1lbole pu;ua Sa to Jlll'lllt a •m.. ot prl'n&e 

,.goti&u- w1tll tile C qto: 11!1" ...S.. U. tw.U laiWIP Ull& tlra 

etetut.e eatltlae Ida to ue tai,ar1Q Ida pro..- w;w U. liiMo 
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"'-•'• hlaM to14 • lut ldlbt tbat -.rio 
GS.&M1111 ba4 11MB JlboBu. bl• floOII leir IOI'tl liH'W 
when he obGu.14 oCIM to "-bl:f'OD• · hlaao alb& 
whether he o011l,4 hU. CHee' to 1J0 1luJI to Cla11t-
orn1a and tbat w woal4 1ft bl• Jmow -.a wo bl4 
aomethinc an4 bl ooal4 oa.. b&ot. I o.:t' 4 bio tell­
ing G1ann1D1 to 10 11oM 

• 
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.... 
... w- talbll to ... lllrio ... • .. - * 

t~ to ._ YAII'k at 6.CIO P.L, ""•"•• •••• aa, 
19~ Uld Sat 

1 

... ... • .. *' Sa - - lld8 

.-u- u te wlu¢)=- t.Mre -..w M fla w 411. 'w 

1A tile •co ~ ta. otfloe of * 0 e .. , _ -
.till ~ * .u.t<w Uld u.a t.Mre ert'i'\ell • 

NNca _,. ... '" 'w1 ldiRl4 nq Sa ta. lila\ ta- a 

tllrtMl' 00111- a\ t.ld.a t.S.. 
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November 29, 1D3D 

I e&1d t o Hanes t oday, 1 Unleu you talk t o me 
before yo•J leaye, l'r14a:r night, I t ake it that :rw 
approve the auggeet1on wh1oh Dean Lan41e made :reeter­
day at the meeting 1n oonneot1on with the method of 
handl i ng the Giannini matter. • 

) 

Regraded Unclassified



• 

• 

... ---.. --.. : 
I IlioN._ '7 uta ,,,._..._ ......... , ,e 

.-w . .,.,___,,._ .... ~_, ( .. L lilltlle 

z.- 0\U.. _. = '• .. .,, __ .,, A , .. 1- I ._ .._ eiW Ia 

Dele~ ....... , _ __ .... ' 2 

a. r "ms ta *- .. _. -~- -•••• 
If.- ... (1) a ,.,Ill "• .._ Ill tim • fll .. ' I 2 5 asa ....._ .. 

....,. ~ ..... •--•"'.., • a ill I', .. _...,_ .. a 11111"'.., 

u. ... _ _. .aa-"' ..... ,_ .c hetmr ~ 18 _. 11 1• 

_,. .. t ss .......... ~2-~ .... ,... st. en ...... I.-a .. - ., ···- -
"" ., -TIIniat:A.:RS ~ ..... ...,._ • ., • ~·· ~ .. ..,.ar 
•• ._ 71 I Umr _, 1 WI :S- .... 1r tM • :• n • .._. w 

-....,.... ~ 2 es= • n 1' '• w1- ..... ..,.. "' .. 

_., ......... , ................. _ ....... ,_...,.. ......... 
M• the;• .., ••• ,..._. .. , sea·.,_,. .. ___ ... _...._ __ 

I 

.. '- t.nt._ ,., 1 = 1 ,_ •• ,II t'e.,.., s s· 1 ,_ ... 

--••,&.•• 1\ - •• 1 2 t11M u W 9 aua ~ · fr I ..... lr 

\lief 4 •• ,_.. lffte-..... ...a 3 •• , I ?,e fll ........ --

-....., -. ,.. 2 a,_ ... • t .- ..... -. ...... 1r =• a a 

Regraded Unclassified



••• ................. .. 7'1.... -7 F 71\ p 1t 

..... ..__., .. , •• n .............. 2 -

.. ,., .... _ "' .. sa 1 •• an rt s 1 ... • a urn .. ..-• 
2 

... "' .... , .........
..... cos ........ 

....,._ fll 1M ••••-~F~?llilaas • IOII&Ifll!llllla.-l!li._ -.. • •···~ 

.U., ._I JF'et .... a I 
2 e?- W FQ II ..... ..... 

...... ~~-·-· ?3 .. ....... fll ............. .... ,....., $···--·---......... 2 ·~ 

....... will al ••• 7 2 ... -. ... p .... a.. 

... 2 'an Cl)fll ............... llaa? a .... ..,.....,. 

... u--.-•«<•.. ?"¥., ... 1 cs-,. • . a .. 

.... ..., .... .._. ..... eF • •••• Jus ••, ur 1 

,. • r ••r 11 ............ .,. •• ., .. lzsh ss 'I "•' ... .,.... .. _ ... _., .. au._ .... ..,.. ..... ,. .. 
•twa .. ~) fll &a I I • tlalls .... ?ttlS ......... --• 

,. .......... > 71_.._... ..... , Uh PI '12 a·-
S.Ml. ..... ._. .... ,. ....... ,u; ?Iaiii .. ....,._.. .. 

...... 
~~~--- ?II ......... elSE. 1J I PO Pr 

• , ...... , sa .•• e2 ,.--. .......... 

.......... 'PC 2 
........ 111J$U?TS.II• ..... A-ME Fs 

a . a ..... ..... ....... _.. ........... 
r1 Ill? I .... .... ., ..... Ill .. __ , 51 •-.ua·-· nw ........ r a 

... p 5 ' Is- 1a .t 1 t?l f-. A lui e? I II .. 

......... • .............. 5 , ....... , au ... 

'- •' o sa ,._. ..... ,_ • ._....,......, ... -. 

...... 1~/ .. 

Regraded Unclassified



PO 12 24 COL 

A ITLOUII 1148A NOV J0 1838 

WRS HENRI ETTA KLOTZ 

WASH NDO 

109 

LEAV INO HERE TWA TWO OOLOOK rAIOAY ArTERNOON EXPECT ARRIVE 

WASH ING TON EIOHT OCLOCK rRIOAY EYENINQ THERCrOAr MAKINQ MYSELr 

AVAILABLE CONrERENCE AS REQUESTED, IY SECRETARY, 

TOM K SMITH 

1181' 
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Mrs. Xlots 

We aeec to be ba'rlnc ~ tl'CIIlble 1n getting 

0111" bankers bere !or this Sat~ and Sunclq -ting. So 

rar there 1a no word fro"' Mr. Tea E. Sld.tb as to wNrt.ber be 

can be here . Mr. Spencer baa j...t called 'llJ> and a aid be 

11011ld be 1n h1dq "enina at 7 P.ll. but 110ul.d beve to lean 

here a t lO o •clock Seturda;y morning• Mr. ottlq 1a arrl'r.lng -Frid~ evening and will ata;r through. I ., bop1ng to have 

det1n1te word from TOIIl E. Smith eometime today. 

uo 

• 
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...... .JI, . .. 

lilr'. Tea 1. s.itll bu jut pllaGt4 • hca at.. I..aaU, 

~ • that 1M 1a t.a1JIC tile ~ Cllllt of Ulere • • >OW 

attemooo, a.rri nDc '-'a aboat 7 tllet tlftldac, (DID ut or ln. )o 

&. will IO 41.-t to tbe WuldAstoa llotel a.... be wUl. -

11r. ~er md tblir wUl. ell- ta. atter chr1al tbe ....sac, 
topther with lilr'. OUl.q 'lbo 1a U.O arrb1q bere ~ 8 cr 

9 P.ll. lilr'. S.S.tll wUl. abo call. lilr'. llptDoer ill the --
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preaent a 

B.li. Jl'l 

Smith I 

H.II . Jrl 

Smith I 

R. II . Jrs 

Spencers 

Sill th l 

Pole1: 

Smith: 

H.M.Jrs 

Kr. Delano· , 
Kr. Crowle7 
Jlr, Landia' 
Kr. Oraenbaua' 
Kr. Spencer' 
Ill'. Ottla7 ' 
llro Uphaa" 
Ill' . Smith' 
l!r . Folger " 
Mr. Fole7' 
Jlr. T1etjenav 
Kr. Sber bond7" 
llr. Garriaon" 

Deo•ber 2 , 1~g. 
g,30 .... 

In the first place, -1 I ••1 thank 7011 tor all 
ot JOU having g1.ven up toda7. 

What did JOU (llr. Smith) loee, a couple or ducks 
bJ caadng downt 

I bl"'U8ht JOU san duck•. 

Did JOU! 

Yee . 

Well, that is n i ce. 

Lallie onest I am glad JOU have those ducks on tba 
reoord. 

You all knOll' the duck aeaaco eloaea Tuead&J, don' t 
JOUt 

Kot here. 

It does 1n the northern dhtr1ot . It opens 1n 
Azkanaas . 

Wall:, gentlemen, the reason I aaked 7011 to cCDe 
down ie that th1a Bank or Aaerica eaae - during 
the week I •• able to conault with these special 
legal addsera and I am beginning to ••• .-r cmt7 
a little clearer than I han be tore and it hila 
taken a little bit ditterent turn since I have 
had a chance to talk with the .. three bankers, 
end I thought 11' we could poui bl7 s•t •mensmoua 
opinion, or allllost •men1.,ua, on whe.re we go 
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Land.ia t 

H, lf,Jr t 

Land.la I 

-·-

Wolll4 JOU JllD4 do1Jtc 1 tf 

•o, I w-14 ~ glad to. 

I th1llk apia 1t 1a WOJOth while Jut N'l'1ew1Jtc 
a fn of ihe tach ~ the Bak ot .-.rs.oa alt. 
at1011 1D order to eee jut ~t ~ 1 .. u .. &No 
One will -Ieiber tbat the podt1on of the 
ec.ptrollar with refeNnce to the BIDll: of .Aaer1oa 
be- eet 1D the latter part of 1938, 1D Sept­
bar, in fact, tbat then 1n Sept•ber theN h 
the object101l ~ the 41Y14en4 pol1C7o 8ubaequentl7, 
a t'urther 1etur of cr1 t1c1• following the "Nport 
o f e-1na!!:ln~n4 t1Dall7, on Jul7 S1, 1989, a 
letter of 1n which cert.1n epec1f1o ~-
tiona 1n tbt Bak aN or1t1c1se4, 4ee1s-te4 both 
aa Y1olat1ona of law uiJ/or 11D8011114 benk1Jis prao­
t1oee. '!bat 1a followed up ap1n 'b7 enot.ber 
latt.r ot Ooto~ a, 19S9. '!!Ia 11Daat'e benk1ns 
praot1oee ad taw Y1olat1ona of law tbat are 
b1"01lflht to the attent1GD of the Bank of Worth 
.Aaerioa ae ear17 ae ZU17 Sl, 19S9, or earller 
than tbat, are ~. but the oh1et' pointe 1nYolYe4 
aN l'Mll7 three or fOUl'. in DWII:Ier. 

1be f 1rat 1a tbat 110th1Ds auob baa ~en 4cme with 
NfeNnoe to the wr1 tins oft of lo .. ee ln the 
M1ghbol'boo4 ot •-thins Uke lS a1ll1cm 4ollare. 

The aeOCDd b tbat 110 4enil1t1n plan or 111ioatent1al 
pi"'gre .. baa been .ade with reference t o N4uo1Jtc 
the larse 11De of cre41te extended to Tran-r1oa 
aD4 1te eube141ar1ee. 
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The th.ird h that tbe dhidaD4 pol1o7 or tba 
Bank ia both 1Dlwiae and <laJ:Iaeroua and baa con­
tinued and 1a threataD1na to continue at tha 
aame rate or 19.2 percent. 

The fourth ia the absence or auoh oapi tal 1n 
the Bank and the abaenoa or their makins an7 
adequate proviaion tor gett1Jl8 capital into 
the Bank. The ratio or thoaa depoaita to 
capital is exoeaa1ve, and inatead or having 
been reduced during th1a period or tiae, has 
been increased. 

!low, there are a large number or other things 
as well. '!bose t our -. ttera aeem to me the 
chief thins• upon wbiob tha or1tioi811l or the 
Ccmptroller reate. Beneath that, or course, 
ia a general conclusion Which, aa I gather, is 
shared b7 moat people Who have ax••1ned tb1a 
case, that the entire record or transactions or 
the Bank or America demonatratea a tne or 
management in that Bank that is trul7 dangeroua, 
dangerous trom a national standpoint. 

!low, that being ao, the queat1on becomes one or 
how to correct those conditione, what mecba.D111111 
1a to be uaed tor the correction of those con­
ditione. Conterencea between the officials or 
the Bank and the OolllPtroller have produced a 
l1ttle, 'but not enough to give a guarantee or 
good ta1th that all theae conditione wlll be 
adaq~.atel7 reaed1ed. 'l'ha Coaptroller, therefore,­
and I apeak partl7 tor a7selt and partl7 tr71tlg 
to repreaent the op1D1on or othera Wbo have aat 
in conference - ia forced to take a posit1on where 
be - t take aaae aot1on 1n order to correct thea a 
conditione and in conaidertna the terms or action 
the auggeat1on that was made na that either a 
program be brought 1Dlder Section :10 of the Federal 
ReaeJ.OTe Act or tor the publication or the Bank 
report. ~e latter aaaaed to be tba beat aethod 
to pursue, beoeuae it one purauad the latter 
method, the control or the entire negot1ationa 
between the otrioiala or the Bank and the Coap­
troller would be a aatter of direct deal1Jl8 
between the Colllptroller and the Bank w1thout 
the 1nteJ.OTention ot a third part7, auoh aa the 
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Federal Reserve Board, who mgllt poaaeu cUt­
ferent rtews on thh -tter or alght have 
d11'1'erent ideas aa to the management of the 
Bank when the reaponsib1l1t7 for tba t -nase­
ment under the law remains wi t h the CCXDptroller . 

us 

Under the law, the Bank report can be published 
after ninety daJ& atter the Comptroller baa 
deterained that 1t can be published, but the 
Comptroller ' s flllding as t o when the Bank report 
can be published 111\lat depend upon his having 
warned the Bank that cortalll practices were 
going on and that those practices bad not, 1ll 
the Comptroller ' a Judg)Dent, been corre cted w1 th1ll 
120 days of the warnlllg. So J OU see, this pro­
gression IIIWit go on undor the statute. Firat, 
a warning bJ t .he Col:lptroller tbat practices 
111\lat be corrected , ~t warning IIIUS t b e disobeyed 
at least 120 days . Thereafter , the Comptroller 
IIIUSt make a finding t hat thoae practices have 
not been discontinued and that therefore it is 
wis e to bring about the publication of the 
report. 

After that determination i a made , unde r the statute , 
still ninety days have to transpire before tho 
report itself can be publi shed, 

Now, in considering the mechanism or that finding 
tba t the Comptroller IIIUS t make in the ci rcumstances , 
it seemed. wlae on two grounds, at least two groundS , 
to provide an opportunity tor a hearing before the 
Canptroller as to whe ther or not he should lllllke 
tbat tinding, t hat the practi ces were being con­
tinued 1ll defiance or the Comptroller's warning. 
'!he two grounds that I a entioned are , one , the 
essential f ailure involved 1n that i dea ot gi ving 
the Bank an opportunity to state i t a case be.rore 
the Comptroller. The notice of an opportun1t,- to 
be heard ia an ingredient ot our conceptions of 
fa ir dealing and to introduce those into the 
procedure seemed wise , both f r om a genera l stand­
point as well as from a legal atandpoing. 

The second ground that seemed wise - that s e emed 
to make a hearing ot t h ia nature desirable, waa 
that the ver,. hearing might be sufficient to 
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correct the cond.itiona of the Bc~~t. I th1Dk 
11r. OreenbaUIII in one of our 41acu.e1me put 
the whole story rather auccinctl7 when he aaid 
that prior to the litigation people do a lot 
of beefing, but when a charge b brought, then 
the7 begin to think in tenaa of eettling. 
'llha t baa been happening here 1a that there 
has been a lot of beating arw.nd be tween the 
Bank officials, b7 the Bank officials , and the7 
have never been adequatelr br ought face to face 
with the seriousness of the continuance of the 
practices that are involved. Thia proceeding 
does t hat and this proceeding forces them to 
meet def1n1tivel7 the chargee that are made 
against them. ~t proceeding would be started 
by a rule to show cause upon the Bank, a dl'e.tt 
of that rule to show cause having been &J.read7 
prepared by the General Counsel ' a office, and 
I had tbe opportunity or looking it over this 
morning. As I said to llr. Greenbaum, I would 
hate , if I was a Balik official, to be h1t by 
that rule . It would make me think and think 
hard, and that is exactly the purpose of the 
proceeding . Thereafter, this hearing would take 
place - it ought not to be too extended. One 
would hope that the neceaait7 for publication of 
the report would not be forthcominf• inasmuch as 
the cmd1tion or the proceeding wh ch it aeema 
necessary to impose on the Bank would be met by 
the Bank offici&J.s during the progreaa or that 
hearing. 

I do not belie't'e that thia proceeding involves 
anr unneceaaary delar . Such delay as it -1 
involve , indeed, is a abort delay and one that 
aeema desirable for actual17 forcing the officials 
to think in terms of the proceeding that was aet 
forth to them in the reports of the letters of 
the Comptroller of Jul7 ~1 and October 2 . It 
mar be that one letter will get opposition here 
on the part of the Bank. If ao , it seems to me 
that there is nothing to do but for the Canp­
troller to pursue the full powers tbat be has 
under the law to remedy the situation that baa 
continued too long. 

I d on 't want to make a speech on th1a, but I aJB 
Just trying to outline the thinking that 1a 
~ing through here. 
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B,II,J rt 

-.-
I appraclate Yel'J' IIUOh wtat J'OU haft claDe. Taa 
ban clone jUIIt 'llbat I wanted to do and wtat I 
wou14 l Ure JOU to do. 

Before we talk with theae three sentlaen, I 
wandered lt DeaD OUTiaaa would care to •"1 
anJ1;h1Da 1n the Une ot pou1ble 41ttel'81loea 
or diaasrea•ta with 'llbat Dean Lan41a baa aatcl. 
I don' t want to aa7 to the bankara - .. u let 
.. s•t the benefit ot the lepl oplnlon ttrat. 

oarrUont Well, I th1nk I baYe nothlns to add, liP , Secret&l'J'. 
I threw out the .u.apatlon cen we were 41acnaaaina 
th1a tosether on the telepllo~~e that oDe mght 
couple 1n the show cause order a atat-nt that 
the Secret&l'J' - the Ccaptroller would a lao can alder 
prooeeclJ..nea before the Pecleral Raaern Board to 
NIIIO..., the ott1cera end 41ractora, ahoot both 
guna in the eame 4oaument, reaen1ns ;,our own 
ulti•ta choice accor41ns to the cil'cwutancea, 
but I lw.ven• t ghen it the aaount ot thought tbl 
reat ot JOU ha~' and I underatoocl the objection 
to that to be that it algllt contuse the hea1"1ns 
when 1t -• held. It aight becoM, with the 
threat ot - be 1n podt1on ot two 41tterent sane­
tiona and it would perbapa oant'\l .. the 1aauea. 
I th1Ak there 1e ao1Hthing 1n that. It aeeu to 
ae perbapa better to aiaplit)' the thins bf pro­
ceeclins - one can aln7• later prooeecl with the 
other HDction 1t he deciclea 1t 1a the better 
thins to do . 

So tar aa the seneral approach 1a concemecl, I 
.. heartil)' 1n agre-t. It •e-• to - that 
)'OU baYe COIH to ¢pa with the thins and will 
haYa to -ve. 

l!. lo!. J rt Kr. Ora•beUIIt 

Greenbauau I han nothins to add to what Dean La1141a aa14 
and juat one thought 1n connection with Dean 
Oar:r!..oo•a point. We telt that that • 1S}lt be 
taken care o~ b)' 1nclu41ns 1n th1a order to 
show cause a atat-nt that not Olll7 wau14 action 
be taken ln reference to the publication ot the 
report, but noh othar action u tlle ec.ptroller 
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carr1aon1 

oreenba\11111 

oarriaon l 

E. at .Jr: 

Land1el 

- ., -
ID1B1t 4e• appl'IOpl"iate, 1Bol1141Da, 1t n tbousbt 
warranted, pl'IOoee41nga \lllder Seottan liO. 

That would be _, po1Bt. 

In U. t ••7 we th1Bk 1 t '110\lld not detle ct t1'0111 
the ma1B 1uue but nenl'tbele .. set 1 t 1D there. 

I th1Dk tlw. t 1a tine. 

Let me &ale tb1a queat1on. I don't want to go one 
iota too rut at thh etas•· We haft taken plent,. 
ot t1• up to now IUid an boUl' or two 1a or nr,. 
little t.portance. 

Do JOU th1"ee gentlemen want to center with Jlr. FoleJ 
and be 8U1'8 that 70u are 1n ~-nt and then ••1• 
"Th1a 1a tbe plan •• reco-.1, • to the three 
bankeMI, or ere ,.au reed7 t o do t hat nowf 

I can anawer fo r m1aeU that thh 1e _, beat jud.g­
Mnt. 

H,M, Jrl I eee. 

Garr1eon1 With llr. Greenba-• a additional - I aea- U.t 
that 1e 1n th1a do~t. 

Greenba111111 No, it 11 DOt, but that can be eedl7 put in. 

Landia1 'lhia 1a onl1 a t entatiYe dl'art. 

Garrilon1 I lw.Yen ' t aeon th1e dl'afi ot tha abow cauae order, 
llr. Secretar,.. It baa jlut bem han4e4 to me . 

H, II , Jr: Wh1 don't we AJ th1a - 70u haYen•t aeen i t - •117 
don • t we .. ,. u. t 7ou three aeotl-en s tudf it and 
when JOU reel tbat the th1ng 1a 1D eucb ehape that 
J OU are 1n •meo1..,ua aSl'O_t, then 70U could 
meet with theee three banker• and preeent 1t to 
them tor the11' cr1t1c1... Bow would that bet 11bat 
would 1ou tbink or that! 

Landis: I aee DO objecticm to that. In ract, the poiota 
that Ill'. Oarrilon and llr. Oreenba- - we han a 
rew l it tle auggee t1one in here. 'l'hoee are pointe 
upon which the judg~~~ent, reallJ, or the pereoo 
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I.andill 

GllrritODI 

oreen~1 

B.I!.Jra 

l'oltJ I 

H, II,Jrl 

B. II!, Jra 

Crowley a 

·-·-

Y••• 
B4t 

Y••• 
All rlpt. I wc:Gder lf the bakere UDderetaDd 
1lb& t tbe pl'Opoeal. 1" 

114, nppol1118 J'OU - Jut 0111 lllDate. 

!low, before n so aa, baft J'OU 1.117 111168 .. t1ou, 
Jlr. DelaDot 

Jlo, I th1Dk tbat 11 u ezoellat pl'OOedaN that 
h outUMd here. w. u .. •t talked with tbe 
bck.-e at al.l. e1Doe tbl7 baft be• bare IDd I 
th1Dk tbq aN Mzt OD tbe pl'Opoaao 

Doe• that ao'lllld al.l rlcht to J"OUf 

Yee. 

llbat do J'V'l thlllk, 111'. Cl'Owle)'t 

I th1Dk 1t la perteotlT all r1pt. Let the baDkere 
IDd tale la.,..n .. t tosethlr ad dlaO'IUia thh 
thlng all4 deteaSD• tbe (IOllOJ ad the let tb1 
laWJBl'l ball4le tbe 4ratt1DC of lt. 
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g,J!,Jr a 

Sllli tlu 

B.M.Jr a 

Slllithl 

li ,I!. Jr: 

S..1thl 

B.II.Jra 

Landi& I 

Crowley: 

l! . lt.Jrl 

Sllli thl 

H.II. Jra 

Delano a 

H.k.Jr: 

Smith: 

B,II , Jr: 

Smith: 

B,I!, Jra 

- II -

To mo. JOU blnr 'III'M4 lllDded I •• I let a 
ut111t7 -.-te dt 1'1pt here with •• 

Let what! 

Let a ut111t7 .apate 11t 1D thb r<Ha a114 
canter with ua. 

You are not retenina to .... 

Leo. 

Ia be a ut111t7 baakert 

Jtagnate. 

11-a-g-n-e-t. 

'l'ba t will o.ttaet the bankera' ln.tluence. 

Dm' t fOU read the paper.t 

I qul t readlng them. 

that 1e all 1'1sbt with JOUt 

Yea, 11r. se cretai'J. 

lf4, aa~ 1t agal.n juat What th1a legal procedure 
la. 

Jlr, S.czoetai'J, haYS JOU declded that ~ou haYS 
reached tbe po1Dt 'llblre legal aotlon 1a nece .. al"J't 
Baa the c-ptl'Oller decld.a tbatt 

Well, I would put 1t tbla -~· that the •et1ng 
toda~ 1a tor the purpoae o r deo141na What the~ 
should do. Bo dec1a1one han been •4e u ot 
toda~. 

This meeting 1a to decide 1lba t to dot 

Yea, and no 4ec1a1ona han been made, nothing 
baa been decided. It 1a all ln the nux, but 
tbeae gentle.-n have 4ec14ed that the~ are 
reco-n4lng th1a procedure. 
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9111thl 

oelano 1 

Slll.tb l 

B,J!,Jl'l 

Slll.th l 

B,I!,Jr s 

Sl!ll tb l 

B.II .Jrs 

Slllith1 

- 10-

'lbat la tile laat th1Dc tllat baa taJr• pla"t 

Yea, tb&t record --... 

Tbat 1a all I haft . 

I Man nothiJis baa bMD deo14.cl, 

I tb1nk the other oona1derat1on • there are otber 
oond4eratlona aore lmportant tl1an dlaau.aa1ona 
ot wbat JOU are aolDc to do trca a lagal atmd­
polnt. 

- t do 7011 th1.llk would 'be .. u to dh cuaat 

In thla caae, •r. OlUIDlnl and the two Olann1n1a 
- here aDd aa.cl tor oonterenoea - aak.cl tor 
a .. ettng and aak.cl aCIIIII queatlolle or the Comp­
troller'• ottloe 'lllliob haYen 1 t been anawer.cl and 
until the7 are annel'M, JOU are not readJ to 
prooe.cl and I dcm1 t ~ that JOU can detena.1ne 
70ur llne or prooecture untll JOU !mow wbat the 
anawera to tho .. queat1ona are. 

'llbat queatlona han thq aakad or the Caaptrollert 

Here la the laat word, I Juat read th1a thing · 
thla aol'Dlng rro. Mr. 01ann1n1. .lttel" the con­
terenoea were oYer, be aaJa , "I am a18pl7 1n a 
~. • 1hen the eo.ptroller n1d to h1lll onr 
the looa diatanoe telephone, "'lhe ott1oe or the 
eo.ptroUer 1a at111 atu4J1ng the a1tuat1on. • 
'lhq aald there exlat.cl no l"eaaon ~ IIJo, Cllann1n1 
abould ate7 1D the But tol" turtbu oonterencee 
at thla tt... 'lh8J 1nd1oatad a deaire to co­
prca1ae; 1n other worda, a1t down aDd make • deal. 

lfow, unleaa JOU teralnate that •tt er, anJthlng 70u 
tenainete that matter, anJthlng JOU do will -et 
wltb the reaponae - "Well , we have told the Ccmp­
troller ' a ott1ce we would 1111:e to aettle th1a aDd 
we will do anJtblng that 1a reasonable." 

Mr. 01anntn1 aa7• 1n here , "We can get together,• 
tiM and again 1n the oonYeraat1ona and lf JOU 
bring 8D7 prooeedinga, be will anawer that b7 
HJ1ng, .. ell, I han told JOU I would do an7th1Jis 

Regraded Unclassified



B,I!,Jr: 

SZith l 

SZlth: 

H, II. Jr: 

Smi th: 

Delano: 

Spencer: 

Smith: 

B.I!. Jr: 

Slnl. th : 

H, I!, Jr: 

• 

- ll-

that u re.acmable. .Ul I ~t to liDo• b 'llbat 
you want.• 

Now, 1n the conftraationa, they ha'fe beea told 
previoudy that 'JOU could take all the ocn'ferea­
tion put together and get out or it - well, JOU 
~gbt to know wba t I Man, but they just hann't 
been told that 1n eo many worda. 

I don ' t follow 'JOU• You people appro'fed the letter 
ot October 2, didn 1 t 'JOUf 

'lba t 1s riS1t. 

Is t here any written erldence trom the ottices ot 
the Bank o t Aaer1 ca that they want to CCIIIplyf 

No, but they ba'fe come down here personally, Kr, 
Secretal"J, and eald, 0 llow, we will do an:J1211ng 
reasonable , • and atter a lot ot con.,.reaticn the 
Comptroller ' s ottice eaid1 •we will study what 
you suggested and let you know.• 

What do they suggest! 

Well, they suggested putt1ng in more capital; they 
1uggeeted they would work out a prcgl'UI or charging 
ott their real estate; they euggeated program.a tor 
all or the thizige criticised. Ien• t that right, 
M.r . Comptrollerf 

No, I don't interpret it that way, Tom. 

That 1a what I read there , that they touched on 
8VOl"fth1ng, 

Tbere hn't a single crlt1ci811l in that letter that 
they haven't made a counter-auggeat1an tor. 

This is the t1ret tiM I have beard it. 

Well, there it ia. 

Thia 1a the tlrst tiM I have hoard - tho only 
etateent I have beard about Mr. Giannini or 
the Bank or America' a otti oore wae tho one at 

Regraded Unclassified



Solithl 

!! . l!.Jr : 

Smith : 
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lunab I ba4 wtwre I tlWik eitbn Iou ol' IIJ' • .lpftloel' 
eald, ... u, I • pUlDC the tee 1Dg tol' t:be tint; 
tbe that We &1'11 &ettlJia IOMWbere wlth IIJ'. QlennSnt,• 

'nla t le qjlrzoe ot. 

Fl'<lll that date on to thh -t, nobod7 hat told 
me that there h 1n4loat1on on tha pal't ot tbll 
Gl.Annlnb to do &Jl71;h1ng. 

Thle 1s the reoord ot what hae talcen plaoe e1nce 
we talked to JOU that da7 and it h f\111 ot pro­
poa1t1one . lan 1t that col'l'eot , .Totmt 

Let'• take •••• 

We haven't talked at all, 

I got here laat night and walked rlgl:lt in and read 
t his thing last night until about l t 30. I am ot 
the s ame lllind with Tom Sal th. Pereon&llJ, I would 
feel that the bankers should elt down with the Comp­
troller and go over thle doo~nt here, 11b1oh 
represent• that conference, and - it is rather a 
long thing - and I will aay det1nltel7 that I haven't 
got 1t word tor word in a;r aind, but I aa - a pro­
poeition would caae up and the Comptroller would 
aa7, -.ell, I want to ttu4J that , • and he would 
aa7, .. ell, let ua know, • and eo forth and eo on, 
and the things IDAJ have been anewered 1n the letter 
but I wae il:lpreaeed w1 t:b the ldea that with t:beae 
people coming here and ependlng t wo or three daJ8 
that represented that, that the Comptrol ler'e-
o ttice should go back defin1 tel7 1n anawer to thb 
visit and dlecu .. ian that the7 had before JOU would 
go ahead with legal procedure. That ia the ia­
preaalon I have. 

I haven • t had a chance to talk to the Coaptrollel' 
or to the other people that interviewed hil:l, but 
personally my thought 1a that the law 1e alwa,.a 
open, you can go to that an1 da7 JOU get good an4 
read)' , but if there 1a any chance abort ot the law 
to get what 70u want .... 

Let me explain a;r position. We han Mt here with 
llr. IA.ndie , IIJ', Greenb&..-, our own people, apoken 
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Yel. 

'ftwJ - back bere at half put tau. liP. Luldl1 
a cted aa spoke- and -.de th11 NOI ""•t1cm of 
the lboW o&Uie Ol'der. 'Bie Colllpti"'ller ... hePe, 
t he Chief BaDk Bze-Snep ftl heN, liP. llaD81 •• 
here, all tbe .. laW7ePI wen heN, 11114 1t wae agreed 
in the roca here that tb1e "' the W&J to proceed. 
lfo bQc2:r told - an)'thiDg about llftJ propo .. ll. '!he 
onlJ tb1Dg 1a one time, JOU (liP. Delano) aa1d 
ltr. Gi1nnins wanted to talk to 1H GD the telepbone, 
wanted t o come and talk to •· You aa1d to .. , 
"Woul d 1t be all Plsht to tell h1a t o go back to 
the Coast until we have e0111ethlng, • and I ea1d, 
"Yea, I have got a lot of 1b1np to do. • 

1heae people add to prooeed along this 11ne and 
eYePJbod7 aoqule1oed that tbl next aon na tbh. 
I f theN 1a &n'f liON d1aker1Dg going em, I eboul4 
tb1nlc wbat happened Deoa!ler la, 1~:1~, woul4 be a 
auff1o1ant le81on that nobodJ ~d enter 1nto 
IliON tentat1n egre-ts or 1o-called gentl-' a 
agre-te or an7 otht.r kind of an agre•ent w1~t 
getting the appi'Oftl of the Seont&PJ of the ':'rea1Ul'1 
and the Pnl14ent of the United Stat .. , and 1f 
theN hal bee aD7 nob 1n41oat1cm, I • about fed 
up. 

'llbat happened, Jlr. Ccapti'Oller' ~7 do JVU a1t 
heN and put- 1n th11 podt1on' 

liP. SeoNtar7, we interpreted tb11 ••t1ng that 
took plaoe here 1n .., ott1oe u 111Dpl7 a meeting 
ot theae gentl•en ooa1ng here to t1nd out what 
we wan ted and we Mde 1t "1"1 olear to t~. 

~oh gantl.eaen' 
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The 01annin1a • 'Ihe:J Mid there were ao11111 doubta 
in their !lllnds . We -de it very clear to thea 
what we wanted, in '411 judg,~~ent . The:J t alked 
again about doing certain things which we regarded 
aa idle talk. We are not taking them at all 
seriously. 

Furthermore, '411 interpretation of what llr. Landis ' 
proceeding ia, that the very thing he 1s proposing 
will give them still anothe r chance to como back 
bore and present a case if they want to present it. 
I do not propose to sit with these gentlemen and 
just talk ani! talk interminably about this case . 
I think we have reached the s tage where we can't 
do that any more. Now, they will make proposal. a 
every time they put their foot 1n the door. I 
don't con:Jider that there is anything in the record 
there - and certainly all these gent l emen have read 
1t - I don ' t think there ia anything in that record 
wh i ch will make it i!IIPerative for us to go back 
agai.n and discuss and try to come to an a rrangerment 
with them. I tb1nk 1t 1a much more in the public 
interest and much more in our interest to have the 
thing in the form of a formal bearing. They will 
have all the chances to present their case and 
make their propoSills there . 

~'hat i a the way I understood. 

Tho.t is '411 position. 

But what you didn't say was what you wa.nted. 

Mr. Secretary, h ave :JOU read this , and you , ~r. 
Landis' 

I have read all the correspondence. 

I mean the transcr ipt of the converaatims. 

Between the Comptroller and the - no , I have never 
aeon them. 

It 1a possible ·•e uy have mi sunderstood. 

Aa I said a little while ago, this thing bas been 
goi ng on for a great manr rea.rs and a couple of 
hours ian•t going to alee any difference. 
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That is 111:3 reeling , for h eaven's salce , let•a 
take hours enough now to all agree Whether 
there is anything in tbh or not. 'lbere are 
places ·in here where it looks to me a a though 
you could have aa t down and oCI'lcluded - I could 
in the banking business , anyway. ' 

Why don't we adjoum long enough to let these 
legal advisers read thi s thin~f If there is 
any reason in there - I bavenTt read it. I 
didn' t know there wa a any •• •• 

Let me ask Kr. Spencer a question. Did you ge t 
the same i mpression I d id! 

Yea. 'lbere is one paragraph in here - I concede 
tl'At . This 1s L. 11 . Oiannin1: 

"If you w1ah to kick out the managelllllnt, le t ' a 
s tart the process to aecom~lish that end. If 
it beoomea necessary for A. P. and me to make 
a living outside the Bank, I think we can manage. 
Certainly A. P. hasn't made anything on his job. 
Only seven years or effective work . He bas taken 
the Bank f rom 650 millions to one billion 435 
million , cleaned up over 70 millions of bad assets, 
added 20 millions to the net capital structure, 
paid 43 million of dividends, and I think he has 
done a superhuman task. He has reeatablisbod the 
confi dence of the people; he has done a superb 
job. You, llr. Comptroller, were not in the office 
at the t1.me , but a very good job has been done. 
Now, personalities enter into the thing, beginning 
with examinati ons early 1n 19~. Up to that time 
we had a perfectly normal examination but after 
that .... " 

Now, that is his statement. Now, whether it 1s 
true or not •• •• 

. ;ell, there i s nothing in thore that would make 
me change my mind one iota. Thore 1e nothing in 
there that is binding on the Comptroller . What 
is 1n t her e to make me change 'ti1J' mind! He has 
made statements like that over end over again, 
which are not t rue. 1here 1a nothing 1n that , 
Mr. Spencer, to make me change 'fi1J' mind a bit. 
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Ill'. Seor.tarJ, •7 I 1nterjeotf It " could 
do th1a th1Dg that theae gentleMn are 81JS8e•t1ns 
here now; I mean 1t we can so back an4 alt down 
with tbeae men again, we Will be exactly wher. 
we were laat December, 1n 1117 judgment, 

And Where JOU have been each Dec.aber tor seven 
yeara . 

In other worda , theJ will aaJ to ua, "Why eer­
talnlr, we Will do this, .. will meet thh, we 
Will do this, • and then we Will find the tt.e 
dNgglng With the corr.ct1one not going on, a.nd 
I dec 1 t th1Dk we are get tins anJWhere. 

Ill'. Seeratar,., •1 I aa7 juat cce word.t 

Two, three, tour worde. 

At one ot these - three gmtlaman han been aaked 
to ea:ae up her.. I dcc 1 t lmow What time the other• 
arrived, but I got here last night and I have 
atudied this thing and read it until about 1:30 
thia morning. Det1n1telr. 1t 1a an iJDpOrtant thing. 
It the Comptroller' s ottlce and JOU and the 
General Counsel have made up ,our mlnda definitely 
that that 1a what JOU want to do, What JOU have 
outlined, WhJ •••• 

I wouldn't have aaked JOU up here it I had •de 
up rq lll1nd on 1t. 

'lba t 1a wl:at I th1Dk, Bow, a1nee JOU have aalced 
ue up her., I am det1n1telJ or the op1n1on tl'om 
reading this evidence that the result of the in­
terviews they had w1 th the Giannlnh , Which Counsel 
said t h&J haven • t read, I would thlnk tba t 1 t would 
be adrlaable tor ue to relieve JOU of - 1!1 ve JOU 
your time back to do sCIIIeth1ng alee and iet ue 
get 1n a room and go over this th1ng together 
and then reach a conclusion attar the Counsel 
have read it and attar Mr. Spencer and Xr. Smith and 
I and llr. Crowley and the othera have had an oppor­
tunity to diacuaa With the Comptroller and Mr. Folger 
and acme or the other gentl8111en that were 1n that 
diaeuaaion - to get our interpretation or what 11 
on this pleee ot paper and then come back to J OU 
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Uld then ,. &N I'Md7 to •'-• 1 ooaldD't ... -. 
on m:rtiWI& 1mUl 1 ban .. ,.. lDtoNatioD ca 
'llbat ia ca-thie place ot paper. 

I baft got DOtb!Jis to 4o '1Bt11 tbla 11a1q 1a 
t1n1abe4 cae -~ or the otbar, "f!;''Df wi til 
thh -rnlnf• will aet •••1'71b aa 4e l~UU 
tb1a tlllDg • t1D1ma4, blat 1 would 1111:• to get 
it eettle4 0110 ,..,. or tM other 1t 1t 1a one, 
two, tbl'ee, tour or t1ye da,.a. I -t to get 1t 
aettled. 

'lhJ dOll' t we do ta11a, 1M I You take theee tlll'ee 
legal gantl-- and gl.a t~ Hotl a oon ot 
tbh aDd let ~ read 1t Ul4 dhouaa lt. It 
tba7 want to am4 tor aD7bod7, thq ..n. 01ft 
thee• tbl'ee bankere a la.,..r 1lbo can eJq>lalD to 
thea .the abo• cauae ol'der, lt thet 1e neo .. a&l')'. 
Arter tlleae tbl'M lepl a4Y1eera ban aathtiad 
th_.el•••• let the tbree legal &dnaere 811111 
tbe three b&Dken get together aDd men tbe7 an 
N&d)' tor ae, all right. lD the aeant1ae, I want 
a COP)' ot that tll1Dg md I t10uld 1111:& to Nad lt. 
'llbat do 70U tb1Dk, 1441et 

Greenba\11111 I think tbat 1a .all rlgbt. 

B,M,Jrt 'fbere are plant)' ot roaa arol!Dd beN Where )'OU 
can all aeet. llr. Bmea• roca 1• •pt7. 
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I!!! BA!Ilt OP AXSRICA Deo.-,.r 2 , ltall. 
•aoo P·•· 

present: 

B. li. Jr: 

Foley: 

H.li, Jr: 

Jlr, Crowl~ 
llr. Qreenba­
llr. Spencer 
llr. tandh 
llr. Oe.aton 
11r. Delano 
llr. 81a1th 
Jlr, Ottle)' 
Ill'. Pole)' 
llr. Upballl 
llr. Folger 
lira JUot& 
111n Cbaunce)' 
llr. Oe.rr1aon 

Where are we now, Kdt 

' 

Well, we haYe had another meeting with the banlcera 
and I th1zllc we are 1n aubatent1al agre•mt. We 
are going to prepare a letter pointing out the 
items or! ticised b)' the Comptroller, baeed 011 the 
report ot ex••'"" tion ot laat Jul)', and point out 
that the auggeetiona and propoaala -.de b)' tbe 
Oiann1n1e in the conterenoea that were held b)' 
Mr. Delano do not meet tho .. crit1o1e•, and tell 
him that unleea tho.., i teme are aet equarel)' and 
1n a aatiatacto17 ft)' that we are going ahead 1n 
pureuanoe ot law. Tba t will be eent out aoaetime 
earl)' next week , it it ie agreeable. We would 
ait a reasonable time, •)'be two weeke, •7be 
until the f1ret ot Januar,., and i t wo don ' t ban 
any propoeal. trca hila 1n writing that equarel)' 
meets the -tter ot write-ot'ta ot tbe nine ailllan 
loaa it .. , the question ot additional. capital and 
the aatter ot diYideDCS polio;r, thm the order to 
&bow cauae, which wlll oo.,_nce the n1not)'• da)' 
period to l'Wl, rlll be aent out. 

Tom, i s that fairT 

Be tore Tom answer•, I want to aa:r 1n tho first 
place that llr. 81a1tb did ae a particular serrtee 
this morning b)' bringing to 117 at tention the 
etenographic notes ot the •••tinge which were 
conducted in the Comptroller 1 a office. I bedn ' t 
road them and nobod)' bad partioularl)' brought 117 
at t ention to them, because I didn't know that 
there bad been an)' negotiation going on. 
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117 UDd.eretaD41ns •• that the .. paople were 
go1ng to OCDe in aDd that Ill'. Delano wae Fins 
to l!eten. I didn't realiae that he •• goba 
to negotiate, and eo JOU did me another eerwi oe. 

Thie 1Djeota the additional etep 1D there tmt 
oorreota that - that bll'iDae the ll'eooll'd 1D abapa 
to proceed. 

Well , I have eeldoa been aa dhturbed ovell' &D7-
tbins u when I read that reooll'd. I reel that 
our ca .. baa bean damaged b)' llr. Delano •a nego­
tiation, but tt.e anl)' will tell. I was greatl)' 
dietull'bed. It a letter like this goea out ad 
Ill'. G,.nn1n1 comee in again aDd cont1nuea to 
treat the Gove..-t ottio1ale the •1 ba did 
1D tboee two beuba• and gate a cop)' or tba 
record, 1t 1a prett:r ball'd to explain to the pubUc 
bow we let a aan get awa)' with m)'tbing like that, 
but that we are oarr:rina out a federal law. But 
1! theee federal advisers reel a letter can be 
prepared and it the Comptroller will els> it, 
perbapa the damage tba t wae done in those several 
days can be overcome , I don 1 t know. I am very 
much discouraged. But I have bad a chance to eee 
the special legal advieere. 

Bow do you reel, I would like to ask the bank era, 
ever)' one or thea. 

You mea that the r ecord or •••• 

.la or toda)'. Prom now on, I •an. What chance 
have we got or having the ap1r1t or the law or 
the Comptroller or the eurrencJ carried outt 

ll'ell , I thiDk this waa just part of a negotiation 
tba t would normall;r take place. We are tr)'in6 
to do businea a with G1ann1n1. I don 1 t tbink there 
1a &JI1 great UIOUDt of damage done bJ having a 
transcript or the oonveraat1on backward and forward, 
i t tbat 1a wba t you referred to. 

You have got tt down 1n black and white and that 
1a soaetbing, so I don't th1Dk 01ann1n1 baa bad 
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tba t be .tore. He baa gone out and telked ~g 
be wanted to . 

It 1a all Giannini' a way, tbo\lSil. Do ;rou reel 
what Mr. Foley said, i.t a letter could be pre­
pared here now, that that h the next etep? 

Contine it to juet three or .tour of the major 
th1nga that haven't been done. We three bankers 
have .telt that there baa been a lot done with 
thia aituetion over the laet twelve monthe. ~· 
only thing that be baan•t really charged orr o.t 
any a1ze 1a the 9i million dollars on these bank 
buildings and be baa got a wedge in there beeau.se 
he baa had these American appraisals made. He 
wants to argue on that. Now, the:y may not be 
worth anything .t'roal a crurrent value standpoint. 

What would you aey the three or .tour outetand1ng 
things are that we ough t to mention in a letter? 

Capital, dividend and his charge-ott are the 
three major things that he hasn't really lived 
up to. 

Self insurance. 

Yea, that too. 

Well , would i t be agreeable to :you 1.t such a letter 
was prepared in the Treasury and a copy to be sent 
to you be.t'ore it goaa out , could we bother ;rou that 
liNch, all o.t you, to have ;rou go over it and make 
eny oommen t a? 

I would be perfectly willing to do that . 

How about you, Mr. ottle:yt 

I would. 

Now, let me aee . 

Mr . Crowley. 

If you didn • t mind, I would aort or put crowley on 
~ aide of the teble and let hilll cCIIIe 1n laat 
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Ill'. or.enba_, 

I have nothing to add. 

Sball we auba1t a letter to 70U or tbh 801'tT 

I wil.l be glad to look it CJver, 

Dean Oarr1aont 

'lba t h af!:l'eeable w1 th ... 

Do )'OU think th1a 1a the proper tb1ng to dot 

Y .. , I - 1D thorough ai!;M-Dt. 

Deen t..nd.iat 

Yea , I would be in •f!:l'e•ent. 

And how about ,-ou, COIIIPtrollert 

I a in af!:l'eement. 

Suppaaing aa the r .. ult or th1a letter the,- went 
to 00111e in and 1Datea4 or an .. er1ng these th1nga, 
want to talk same -aret 

I aa through, aa tar aa talk1ng ia oonoerned. 

All right, Leaf 

Well, I think 'lbatever letter h written to th• 
on tbe capital, the dividend and charge-ott, ~t 
to be det1n1te. We ougbt to g1YO tWa a letter he 
wan' t take around and ahow to ever,-one. Give tWa 
cne that 1t he mow a 1 t, 1 t will mow our poa1t1on 
on the 11h1Dg. I th1nk we ought to aa,- 1n that . 
letter that h1a otter to uae TranaiiJIIOrioa tor -
to tum back - kick back those d1v1denda 1s on­
t1relr unaat1atacto1'7, because I doa't tb1Dk 1t 
1a aat1atactor,-. 'lhen it he doaan 1 t come alans 
with a written propoaal tbat 1a aat1ataotor,-, 
then I th1nk 70U abould go r1gbt mead with ,-our 
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!tla t 1a J'!&bt. 

'Diat la • pod u.a. 
vel")· soo4. 

I notloe lD th1a thlDs be talk• abcNt hla Board, 
but lt mould han the approftl ot hl1 Board. 

'l!lat 1a au I han tao .. ,.. I tblDk .. ~ 41•­
oua• th1a thlDs1 Ill'. 8eoretal7, tor two ,....,.. 
ed w woal4 lie alwa:re l'lpt baolr tao tllla •­
point. 

Well, I tblDk tb!• la1t -r-oe 11t tbe OoYerD­
•Dt 'baolro 

WIU, J01l haYe cc.e a S004 -7 1n a ,._..,., 

Well, thuk• tor tbe p&t. I d(m1 t tblllk w 
delei'Ye lt. 

Well, tbe7 haYeD1t 11114• a lot ot Pl'D&rlll thll ,.. ..... 
Be ha• turne4 1n a lot or reooYel'J' 1n tbere. 

Mow, lD tb!• reoord he taU:• about asreeins to ral•• 20 or 26 allUoD oapltal, but I dOD 1t 
••• tbat ha ald bl ... solD& to do lt 'bJ 
bv:Jin& pretel'l'84 •took. 
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Bllt be doeaa1 t; 4o It 1lle ol._.., Willi 10 or 
2& .S.llloDa -- of PNfii'NCI Ito*• ' 
'Blat h l'lpt. 

lfl', S.oNtaJo7, tbeN 1a - thiJis ... , 
II tb&t plptt '!MN h DOtbiD& tbe:re a.N M 
aa;ya, •m 1'18bt, I w1ll tU:a 80 o• ea .uuca 
of pzw taP :reel • to* tzoo. t2» IIJ'C, • 

I th1Dk he did A;J acaatbiDa allout hnSD8 OC--11, 
d14D 1t het 

Y .. , be .,.14 he would pt 1t oah14a. 

-.t he want• to 4o - tlw reaeon be talk8 to JOU 
about th1a k1ck·back trca the 'l'ran-r1ca 011 
th11 d1Y148114 h 10 he em keep hh 41Y14alld 
Noor4 "P a1 tar a1 h11 public 11 ocno1mecl, ao 
that be •T so to h11 pui)Uo to 1111 th1a 20 or 
25 1111111on dollal'l baaed on th11 1g,2 oP 8 41rt­
d8114 , ;JOU llle 

AD4 u " let h1a do tllet, n aN a1 su1lt;J a1 
ha 11. 

1!11 t h 1'1ght. 

X. that l'lpt, Ill'. Spe~~cart 

ThaN 11 DO qua1t1011 aboat tbet, md alao th1l 
~~ of h1a about w1thhol4111& tM .ooa;y aDd 
t11ndq 1 t 'bacll: !A to tlw BaDk !a one tozw or 
mother, I th1Ak 11 a a!u147 propoa1Uoo. 

It be lloldl out &DOtbiP U -oth1, hi !aloft tbet 
Moll"pDthau woa't be be:re, .,It Ukal7. 

11batt 
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Upbaal 

s.l!. Jrr 

Upb&JDI 

B,M, Jr: 

P'olgerr 

H,II!, Jrr 

Folgerr 

H,I!, Jrl 

Folger• 

H,I!,Jr r 

l'olger r 

H. I!. Jrr 

Folgerr 

H.M,Jr: 

- ., -
lo, I tb1alt I ban DO~ to add, lire S.ONtuoJ, 

ec.. on, C7, 1f JVU ban pt -•thiDa, thh 
la the t1M to •PP1DC 1t. 

I waa a llttle better Htht1ed wlt!l 8pHC11er pro• 
ceed11J8, blat I don ' t obJect to tb!a. It theJ' WDt 
to eend a letter rll'at, 1t h all l'lgbt rit!l -· 
I do th1nlt 1t h ~rtant that we deal wlt!l the 
Board of Director• next t1M. 

I tblnlt ao. 

Oua, when will tbla next report be 1D, beDk uaa-
1natiulT 

'JheJ' told - a r- 4&7• ap, llr. Secret&l'J', tbat 
lt wo1114 be here •-t1M dul'1D6 th!a 110nt!l, 
Dec•ber. 

llow •••• 

The latter part or the month. 

W1ll th1s cr1t1c1am or llcLean - 1a that the man' a 
nameT 

Yea. 

!low, when th1a report ccaes 1n, will 1t be the 
work or llcLean or ri l l lt be the wolit or acae­
bodf ebeT 

It rill be anotbar ex•tner, McLean rill DOt 
show 1D tll8 report . 

But wen• t th1a report be a a ot .Tu17 rll'atT 

Ausuat 31st was wben 1t was atarted, 

Wall , as to theee th1nga - po1Dta ra1eed 1n the 
October second letter, rill J'OU bring those up 
to dateT Bow recent can 7our enmSnatlon show 
whether the7 have or ha'len 1 t •de an:r changee 
trom the var1oua pointe -de 1n the October 
letter or cl'l t1e1mT 
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B,Jf,Jrl 

Polgert 

B,JI,Jrt 

Polgert 

B.II.Jrt 

Polger t 

B,I!,Jrt 

Folgert 

B.II .Jr t 

Polger1 

B, II,Jrl 

Polger1 

B,JI,Jrt 

Del&no1 

G re enbt. 'IIIII 

-·-
•• - .... tlllllt .. et Del , ... ~ 
Call ... , 

Yeo. 

lbeD JO'II ape.~!: ot •••• 

I MaD tbll .....,.,nor 1n Cbarso, Cla!et x '"• ot 
tho diotl'lot. 

I haYOD1t got., Npol't bon, but ha or1t1o1ae4 
•-bo47 elao 1n U..t II'OpOI't. 

ThON waa•t -oh to talat. That -• a - - u 
bollgbt a bulk 1n 1~ aDd awp ao tbat bank 
owed. 1 t -•7, tho bulk ha b~. Be aald to 
toll 7ou 1t waa $6, 000 or •- lUte that. 
That -·· D&aO -· Wllltaa.. Be a DOW about 
74 or 76 7HI'• ol4. 

Bllt ha h not oODDaotod w1th tho Oc:aptrollor•a 
ottlcoT 

Oh, no. Be we an axaa1nor betoro ha went 1n the 
bank. 

Wall now, au., when - tho Oc:aptrollor g1n ue 
thh baDic o:ua1nat1oD plue thno part1oular 
or1t1c1ee4 1ta.e aa of DoOOIIIMr t1ttoanthT 'lbon 
ooul4 " Na110D&bl7 oxpoot to ha't'O tboaT 

You will ban that NpGn - 1t will be Q!.riat.aa, 
or cloao to 1t. 

Well •••• 

A a near ae I could •••• 

'l'bh letter ouabt to be able to r out 'b7 tho 
...... nth, CJII8htD't 1t, Jll', Delano 

r .. , I mould thlnk eo. 

Ill'. Soorota1'7, I th1nk that •• auet boar ·1n a1Dd 
that that letter abO'IIl4 not go out unt11 tho 
appra1aala o~nad •••• 
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B.II.Jrl 

J)el&nOI 

H,II,Jr l 

l'olgera 

H.M.Jr a 

Smith a 

H.II.Jr l 

Greenbaum a 

-.-
GID't .. CIIIIL•- .,--. Glla't 10 _, -.tU 
a ... ~--...-. a• - •• :u... 
'!hat l• tba elewaD. 

I -14 •a7 ... Ma1d beat tbatl. -t aliena t:bat• 
out 

I 0&11 get an --r troa h1a to.,l'l'OW on tlboae 
apprdnle - llolldaJ. 

I 414D't hear t:bat. 

1beJ are tallr1Dc abcllat tbe apprainla -a bJ 
the .wars.- Appftl.t c :•~ ot tta. b•'*'ns 
bouaaa. Jlr. lrrlabt aDd tbe aaalnv are anaJ.7a1Dc 
tho .. aDd tbe7 uked H W. we would gat a re­
port trca lb'i&ht on tbet, a• to eat ha th!Dka 
1t would appralaa. I told h1a 1n 11r. Delano 1 a 
ort1oa w1th1D a weak, blat I ean get that an .. ar 
trca"bs.a cplokar thu that it MMHarJ. 

1be elennth 1a llaada7 a "*· 
'l'bur8da7 ot next nek h the ... uaet J'OU O<Uld 
poedbl7 do 1 t aDd •-tlae between then end 
MoadaJ, 11 that about rlptt 

All right, let 1 • ..,. a dM4llna or Moada7, tbe 
elnentb. Cbr1emae h OD tbe ll&th, ao right 
ettlor Chriat.ae, 1t b b Board or Dlreotore - I 
• j111t tn1Dg to wol'tr out tbe eohecluleo U 
h1a Board ot DJ.raotore of tta. IIIJik ot .a.rloa 
4oamlt gift a •Uer.etorJ written raplJ to 
'lbatner JO'II .. ,. ill a letter or the elnenth, 
then we beg1D a allow oa111• order, 11 that the 
PI'OgNat 

Yee, e1r. 

A letter goea out on tbe elnanth that JO'II 
(Delano) will write aDd th .. a pntl- will 
b.&YI a ohance to lock at 1t aJI4 Mite ngsel• 
t1one. It, b7 the da7 attar Cbr11t.al we doa't 
get a Cbr1amae preMnt rrc. the Board ot 
D1reotora ot the Bank ot uarloa, then a lbow 
cauae order goea out, h that 1tt 
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Foley: 

P. . tt .Jr: 

Foley: 

H.U.Jr l 

GreenbaWIII 

H.tt .Jr: 

Smith : 

B,I! ,Jr : 

B. l! .Jr: 

Delano : 

li .Y. Jra 

Delano: 

- 10 -

Yea , 

And during theae two ...... JOU will be pre­
paring a abow oauee letter' 

Yes. 

Ia there an:r reaaon wbJ there ehould be a lapse 
or time' I mean , if by the 26th 7ou haven ' t 
heard , how aoon afterward could the allow eauae 
order go forward' 

Well, Mr. Secretar,, I would auggeat a little 
amendment on that. Following up Dean Oarrison'a 
point that we do not eeD4 out the allow eauae 
until after you have actual~ received the 
bank elt&llliner•e report, which would 1118&n right 
after the first of the Jear ••• • 

Qua Fol ger aaye he will have it by the 25th. 
Let ' s say he 1s wrong b7 a day and we get it 
on the 26th. The show cauae will go forward on 
Monday, January f'iret . 

'lha t 1e the proper -Y to do it, 

Would that be all right! I aa Juat trying to 
get it on the table. 

The etepe &N theeea 'l'b1e f'iret ~etter will 
draw the curt&1n on the previoue eonvereat1011e 
and negot1at1one. !ow, the next etep will CCD& 

after the :NpOrt of exaa1net1on 1a received aD4 
it will be baaed on the facta ae reported 1n 
that examination and that h the logical sequence 
and the proper -Y to h&Ddla it. 

You feel ,our organisation can live up to this' 

I think ao, yea, air, 

Provided, al-:ra , that JOU don ' t get any aat1a­
raot1on tram this letter which will go out on 
or before the eleventh. 

That 1e right . 
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B,J, Jrl 

.• L1nd11J 

S,II.Jrl 

Uph&IDI 

Smith a 

. B.II.Jrl 

s.d.th l 

B,I,Jr l 

Saithz 

B.II,Jrz 

Spenoera 

Lindh I 

!I,II,Jrz 

• 

'Dale 1 .... et ... dnatla, ,.. .......... 
ot Dlftot.N. "".Geau-.-. I'NJS.diM or-. 
IIIIDII:, .1'. IJf•mdpf. -· 1a '-- ... - ~ 
with hSa, •• a renlt of .as..r. w 1d.llb w dlren 
JW a 11UII' a4 .. tM1 talat .._ MlCIIdlla thi'M 
or ffiiU' SllpoMct tldnp &wJd lll ,...., • 1W 
tbe Baall'll. or ..._ .... .s.t111a • ..a Wit -*•· 
It -t, w wU1 !law W 11*1 tbl toUCIIIlq 1tep1 ... • 
'lhh Will be •"""•... '- ... IIDult ot Dll'eotol'l. 
'1'bt 01'1Uo1• of U. IIDk b addN1.., to tbe BDu« 
ot J::lll'eOWI'I, liD't lU 

Yea, Ill', m4 " llaft bliP a01141A& a oopf w Koh 
Dll•owr aDd I tb1Dk w cnaght to &I that with thla, 
oaoh ou or tbaa an 1D41rl4ual oon ot hla om. 

I th1Dk tho ftl'at letter llhoul4 be addr .. aod w 
tho Pl'ooldiDt or tho BaZile aDd tbo aooolld litter -
a oon hl'Diahod to aU Dll'ooton, and tho aooolld 
litter ahould be -t to tho Board of D1Nown. 

You •an to .-ho• oauae! 

Yu. 
'Bill llttol' Of taw llOYIDth to tbo PI'IIS41Dt of tbo 
IIDk 0114 taw lfiP1 to tiiM Dl.l'lnon! 

Y••• be-• the. t la an -1' to • per-1 re­
qaelt. 

Bat tile 111ow oauao ol'der would p dlnot11 to tho 
Dli'IGWI'I! 

'ftla t 11 l'lpt. 

ADd the Bank. 

Tel. 
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r-4111 

H,II,Jrl 

Smith I 

H,N,Jrt 

SJOith: 

H. !!. Jr: 

&lith: 

H,II . Jr: 

Slllthl 

H.M.Jrt 

Smith: 

H,II , Jrr 

SI>J.th: 

It baa sot to so to tbe Bulk aDd to ... ah t4 
the D1 re ot:cu•. 

'lhan doe a J'OUl" train so b;aak to St . Lou1at 

It baa gone. 

Wba t tilllo did 1 t got 

It ie onl7 4t20. I can u.ke tbat train. It 
so•• at 5a20. 

Sure. Do 70u wmt a ro .. l"Yation aD itt 'lbat 
railroad 1a itt 

Penna7ln.nia. 

'lba t do 70u want. 5t20t 

Y••• I oan make it. 

What train 1a itt 

'lbe Sp1r1 t of St. Louie • Penn171van1a. I &Ill not 
k1d41ng ,.ou. 

0 . It. • IJ.Ddborgh. What do J'OU wmt! 

AD7th1na• 'lbat &Ill I allowedt 

lUotz: A lower. 

Smith: 1fobod7 calla tho tl'ain an,.tbins dee out there 
but the llp1r1t. 

Gar.1.eon: On thia letter of Deoe-.r t1rat. I should th1nlt 
the dratta oould so wt before the AMr1oan 
.lppra1aal report com .. 1n on the U8111111'tion U 
1a go ina to ahow ao and eo. •• could appro•• 
the draft with tbe underatand1na that 1t will 
be ohlmsod it the apprahal report ia otherwise. 
'l'bat would aan t1tle. don't J'OU th1tlk. 1t we 
could s•t tbet cleaned up next weekt 

H. Y.Jr: Yea, Prepare 1t. baH 1t all Nad7• 
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-u-

Q&1'1'11onl ADI o1Jtaalate U--. u '- pue ..,_. 

l'ol871 aw.. 
s .N.Jra Well DOW, eYePJ'bodr h 111 ...--" 

Smith I 8tl'U8e to MJ' o 

s . N. Jrl !low, one ot the zoee.one 'llh7 I wae pe.rtioularl.7 
upeet about this thiDa tbie IIOI'Iliq, not that 
f OU br011gbt it to 111 &ttentiOD 'blat Cat JOU 
brought to 111 attets-. I bad clearecl all thil 
with tbe Prel14tDt, JOU -· It ne all ole&l'ecl 
an4 it wae aiP"'"ble to b1a that we so to~ 
t o ebow O&UH an4 I ban got to gin b1a a 
expl&D&tioD 'llb7 we are DOt toll.owinc tbe pro­
ceclul'e. Be appro9M enJTthiD&. 

Bae &Dfboc2;J elee sot a tra1D' 

Ottl8J I I ban got ~e. 

H. I4 . J1'1 Wb&t t!ae' 

Ot t l 8JI 6 t 00o 

Ol'eenbauma I woulcl like to ge t an7 it 1t could be eo on 
the lh OO o • olook tra1D. 

B,II , Jrt 

Deiano1 

B,II,Jrt 

You oe1. Do )'OU aut to aak tb&ee gentl.eloen 
&nJthing' 

l o , air. 

I jue t .nt fOU to !mow - I FeU fOU c1o lmow, 
don't ;rou, I had Ill'. Poler prepare a -NDAha 
baaecl OD 'tlbat thef add 011 'flleadQ. I took it 
onr to the Preeldct wben I bad l:anob w1 th b1a 
an4 he olearecl it an4 Mlcl& "You don't ban to 
talk to .. about it ap111. I tblnk, E4, fOU 
bad better ban &DOtblr one tor •e llondaf 1D 
cu e he llhould ban • tor lunob llonda)', then I 
could explain to b1a 'lb7 we bad obangec1. I 
oould expla111 wbJ the t1Mtable na chan8ecl, 
Be waa ent1rel7 eaththd with thle other pro• 
ceclure, but I waa 111 the claJok, ao he h 1D tile 
clal'k, I want to oorreot 1t • · 

Well, I can't thank fOU all enoup t or all tbl 
trouble. 
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A 4etil11te progl'BID has now been worko 4 011t uth ret•renoe 

to tho Bank ot Amorioa u a result ot meoU~~&o hold lan Sa~urdq 

ethn4e4 b7 lloaoro. !ca 1:. &1111>, ClaarlN Speaow, Jolla ottl•T• 

Uo,.d 1:. Oe.rrioon, lues II. Lcdio, Uw.M s. Or.cbaua 11114 rep­

rea•cU1'N or tho '!'reaSU!")'. 

!he plan 1 e ellbetcnU&lJT tho - u thet ouU1ne4 1n,.. 

lo~•ber :lO .,_,rcncboa.. O.e eol41Ucaal et-x> •• ..... oete4 11114 

qree4 t o b7 t ho contorenoe. Betoro tho Order t o Show cause 1a 

oorn4, e. letter l'till be ad4reeae4 to tho Bllllk b7 the Comptroller 

concl u41ne tho contorencea Which tho COJilltrollor• a Ottloo had llith 

the 01C11111111e on llo~ed>er 16, l7 end 18 . AJJ t he reoord now atando, 

t ho Bank thlt the propooala -· at the ooDtorencao '111 \h the ~ 

troller ha ... be• etlld.1e4 and toom4 -uot aotCII")" md \bet Ulllaea 

appropriate etapa ue tabc b7 tho Juk'a loar4 ot 1>1reotora • 

Doecber 2?, lt39 t o -et the Ccaptrollar'o oritid .... aa to 41T1-

don4o, new oap1tal and loeeoe, tho COIQ!troller '11111 be require4 to 

hb noh otepo u are authorized • law to O&J"l7 out U a reepou1-

blUUee. 
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143 

-·-
to *1• ~. • .._" ... ._.-t»...,.. til_.,., ldalfl,a 

..,.u..- ............. ·~----~.r-. 

ott1Mn a4 UNit- .r ta. ~ M a •ttel te tM ~ .r --N ttl •• N..l.. •• .,.._ wU1 'H ....... ... 

1.-J'J •• 1~ .. tU ,... ,_ -lbel Ia Ill' ....... 10 

n 
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~ 

( 

c 

Deonber l,lNt 

ruterda7 anernooe tbe Pruia.at, in "'"'"'f 
about t he G1ann1a1 •tter, eaid 1:hat be ha4 oonfel'l'e4 
with t he Seoretar)" a1: noOft-tS... and tbet the SeoretAl"f 
had t old his about the negotiations that had gone 011 1n 
the l&at two week• and he w&l creatl:r dilturbed about 1:he 
weaknlll w1 th wbioh Kr. Delano had oondllohd the affaire 
and ~tid that Glann111i wae Juet &II ordlllAl"f Dago all4 a 
tl:'ll1 t ~ddler and that he did 110t know the ordillAl"f ethlo 1 
of ()()nrnaent and that for ue to let tbe l etter so f~ 
that the SeoretAl"f had dhoueeed w11:h ha and if that let­
ter did not briJlS the ruulte 1:hat he then would e:Q~Mt to 
get a •110randua troa the Seoretar:r ud IIVIIlf ae to wbat 

1.44 

we wanted done ae to a PI'OCNII and 1t G1ann1111 did DOt asree 
t o it that he would 11nd for Glann1111 pereoD&ll:r to tell ha 
that the tiM had oo•e for eoaeone to let ha underetand 
that he oould not 41f1 the Un11:ed Statu Gowe~nt all4 tha1: 
W1le11 he aooepted the pl'Og1'&ll in good faith that he •• go­
ing to take etepe to reaon be and hie eon tro• the aoun 
anege•nt or the !lank• that if be agreed to a J)l'OCr'UI and 
ehowtd the proper ep1ri t that he would gl"' hi• an oppor1:ua-
1t7 t o oontlnue in .the Bank, otherwlll he •• pubUolf soinS 
to handle the •tter h1•111t. · 
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DM J •• ~.1M 

For the saoret!rJ 

I have been 1Dt-4 bJ 01&1' laD P'nDoieoo otrlce 

that the Bank or ._rlca•a loUI to Oaorsa s. Boclea 

was made aarl.7 1n lia3 t~ Ul -t or t~.ooo. '!be 

exaet date could not be ..O.a lmOWD wU:bout 41gq out 

old tranarar tllea ot the baDk Ul4 th1e act1011 would, 

without doubt, ezolte auaplo1oa Ul4 create Ul ftlbar­

rauing aituatloa. I bop' thh approld•t• data will 

be autt1o1ent. 

• 
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• Mil or .-uca •• •• a. 1• . ..• .... 
B,II, Jl'l Ill'. J:aaloe -• oYer bON With a do-t Oil a 

pleao or paper whicm •• DOt I18J1114 a114 DOt 
Peder&l Raeol"''8 lottoltlea4, Uld ea14 he -. 
authorUed 'b7 the heleN! Rl .. no Board to toll 
- that tb87 -t to II:Dolr '!bat 1e 801Dc Oil 1D 
tbe Bmk or '-el'ioa &114 thet he, :ioal•• toola 
that the:r haft bom doro11at 1D their dut,. &114 
'ldlat llbould tbo:r toll OoGDeu 1t CoDgro .. aeke 
t~ wboN _. the Po4oNl lloeol"''8 wt.a aU of 
thb -. ao!Dc •· lo I eaJ.d, ... 11. the -wr 
to that 1e ""'7 e111plo. 1lbeD w t1ret etartod, 
we aake4 nol'J'bOd:r to e1t 1D, 1Dol'llll!Da Ill'. Rm­
•-· who •• aot!Dc_t _ Uld Ill'. Rluca - I tbinlt 
I - OOI'NOt 1D eaJ'UI& - load O'I'OI'J'bocl:r to be­
Uno 1D the ~aur:r that tho7 al&bt be -­
taalnato4 11' tbo:r aeooa1ato4 with ue whllo w 
wore looklna at bow to deal w1 th the Ballll: ot 
'-el'loa. • So Baaloe &aid - tlret he arauo4, the 
he ea14, "::i tbat 1Dtorprotat1cm 1e oorroat. • 
Be eald, • • 1e not ol'1t1al• ot JO'Cl• but I 
tb1Dk we aN 'I'OI'J' 'l"'ll.Dorablo, 8 lo I ea14, -x 
tb1Dk J'Oil are, too, &114 I tb1llk the wa:r :rou ban 
00Dduate4 J'Oili'&Ol'l'oe 1e porto atl:r r141ou1GU • 
to tllko that att1Qado, Ul4 1D the ouo ot a buk 
llb thla •••• • 

... 11, J01l t11'et etarte4 out to dlecna .. Sootlon 
:so.• I eald, -....... wiMD we -nlt an:r bmk 
1t 1e &l•:r• Soot101l 30. ... are 41eGDee1Ac 
SootloD liO - Ul4 I .. r!Da to .ako &D ~:r­
tant doo1a1aa. 1D the au nl'toon lllmat .. &114 
I -t J'OU to 1a1ow lt. 8 I d14D1t want b1a to 
ea:r - lf1hi• tb1J1a 1e -Y1Aa nr:r taet, 'bat I 
will tall JOll• nbJoot to -nlt1Df With rq 
auoalatae, tbat 1t J01l wl'lto • a otter tor­
•ll:r aeklna tb.at :rou-t to be 1Dtomo4, •• 
will troat J01l jut the •:r •• b&Yo troato4 
Loa Crowlo:r, 'llho IIDowe O'I'OI'J'thlDa we 4o be tore 
we 4o 1t, 8 &D4 I ea14 wbato'l'or tho DoNal •:r 
o t c ntcatU. botw• the Board &114 tbe 
'lroaaar;r - wbatoYol' 1e tho DO~l w:r - whotbal' 
tba:r .S4l'ou the Oaaptroller or wbatonr the 
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llelaDO I 

B, I ,.JI'I 

B, I , .Jra 

Cl'owle71 

B, I ,.Jra 

-·-

Y•l • I !ad l'IIIIOh w1 tb JlarrolMI' Ul11 DD«la 
!bat 11 t:2M ant "'- I ba" 1•• ... l'lMr 
dDOI lalt A11p8t lUllS b8 al4 b8 aa II tn1 
to Ill J'011• I told ~ 1t •1 aJ' 'all411'8hntl'nll 
t!at JIDD&ld bad 't'II'J 41t1D1tllJ 1Jl Ulil I'Oia 
lald that 1M dldDit WUlt to dt 1D OD tbe11 
oonr..-oea. I tblDit b8 •• altt!D& about 'lllwl'l 
l'l'lltall 11 llttlils 'lllwD b8 Ald hi iiJ.dD1t WUlt 
to 11 t 1D OD tbeal eoa.te.-OIIo 

B1 1114 tba t • .... 11-tii'J, Clll tbe pvGDI.I 
tllat b8 ldpt haft to 'Ill • l.sce later oa. 

I told hSa wlt:ta.t ~'as at ~ r•ool'lll tbat 
""hpl'Mil4D -~ Ulat tbl Jllderal ........ •14, 
•n-.. &iDit talk to ..... "'·- .. •7 ba't'l 
to - "!aft to keep OU'IIlftl pare 11114 •ol'l4,• 
11114 10 fort;b ... 11 oa.. .. u _., bl ald, "'t 
a.ap. .. ..a • -.. ... •• 1:111 hd.eral BII­
Boal'll. • • • Aa4 I 11140 -I 4CIII1 t knoW wtat J'O• 
woa14 _. .... • 

You dOD't tblllk 1M aot 1Dooulat14 tbll -1"111.ac· 
4o 7011t Bl -~ at thl 11alte Boull tb11 -l"'llDc· 

Wal b•t 

So thl t1okv aald. 

11111~ 1M .ate to dlolal'l ~•lf 1D 11114 tb1 •7 

Regraded Unclassified



PoltJI 

H,II,.Trt 

Dtl&DOI 

a, lf, Jrt 

DelillO I 

I ,II,Jrt 

PoltJI 

U, II ,Jrt 

Dellllo t 

H,II, Jr t 

Dellllo t 

Polt71 

B, II,Jrt 

-·-
I-lMl b, • -..- • sa, -.-.sa..,.. 
lto141111a .......... , .... ~- =· 
-·• s., Mt 'IN s ldll'' '*• a _... or • ,.... Ub ..... ..w ,.., 
lot t.. tala. 

AU Jllabt ... l ... " don 10 r._ lliaftt Aftep 
aU, tbeco JIUP4 pt ~- 111 thlll aooeptable 
to JGIIlf 

18 u .... , 

I baft a OOP7 ot lt. ~ ol'il'•' h 'lldq 
.altipapbed. 

X. th1a • , .... OOJ7f 

Baa liP. crcnrl.,. ••• ltt 

lb'o Cl'oWlCJ bac MOll thho 

I _, to ta~to ,,_ to rca4 ~·· lt I -11 Cllllt 
lo1111l. .lll tM dootoPa 8Dd laWJan aa4 IM aa 
obiatc ba•• ••• ttd.ct 

I th1ak eo. 

I aa COI"I'J n ~·t ban 1:be oJ't&1aal, blat lt lc 
bo111& J:lbotopapbod co .. - ..... Ula •Jl•• 
aY&llablc top tbc 41Pootol"co 

Ia tba t a pod •P7 UleNt 

1o, JCIIIl pn .. a prottr '-II - Uld I aa aottlJI& 
ol4. ~· lc all l'lpt. . 

Regraded Unclassified



Delano a 

II.II,Jrr 

.. . 
.......... oasu..s., --... lldl .. ,.... ._..., • a .... ..s.u..s- ... ,._ 
..... "-- "'' ......... ...UtS. ... - ... 
••• of ,._. 1111111 .. an tol'tla Sa IV let.._ it 
April 14, ~ 11 ... Oetollu t -· "' ... .. 
oollteNDOH J811 llld!oaM4 tlbat ·b opl .. of ... .. 
J.etteN ... otbe• SatolwatloD ,..,.SOW U. liM, 

, t\u•ta~a• oxp'a•ts.• .. ...-ow •• to tM bula 
Of t!lan mtt·ota. ... NO I "etSalaa, ... ,... 
I'Oq1MOt WU oc.plW ft8o JllaoSac t!lil OOIIIM of 
tiM .afaneOH, JVII ... aa. ot:aa .. . ..,.._tatl'IM 
of aa. Bllllk ..S-..4 oe...S. .. , rata .ad ..._ 
oertdD .._...,Salaa elab ,._ NqaHte4 118 -
1114eN4 117 · th1a ottloe. 

•utllolllb ... 1'111 •twlJ' •• 'bND as- • tb1a 
-u.. -tte..,.. • 141111 pol'lo4 of tS.e, •­
tbalaao I baft oc.pU..S wlt:la J'OV N.-n all 
-YO 11.- fvtbo• 08Nf'lll -1dONt1oD to 
ora •t• alld pNJOoala JI'O••t..s 117 ,.... Ia 
rq oplDloll th~ taU to •ot 111 0117 bplrtoat 
partlcnalar t:llo .. 1uo1- -.do of t:bo -ro Ul4 
-UIId 'ber!k'aa c-,;uooa 0114 dolatSODII ot lew 
purwoct bJ J01I1' 111 t:ba taoo ot lema -tln'IM4 
IIDI1 porelat-t -l'lllDI•• 
•111 or«or t-.t t:baft ebaU bO DO lllalmdorda""1DI 
ot tbo poolt1o11. ot t:bla ottloe, 1 lba1l ap1ll 118 
apooltlo wltb rotaro- to tiM •n flacroDt ot 
tbeao practs .... • 

1 tbS* tbS.a 10 ,. poet, 4oD1 t J1111! 

Regraded Unclassified
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- 6-

Y1olat1ona ot law, 1Dolw11A& ~ Bak'• 
ta111Jl'e to tUe atepe to ban NtuoDecl to 1t 
the larse balanoe cal'l'ied w1 th the 'l'ND8-1'1ca 
a-Nl Corporation 1D ~ Selt-IDaurance Pund. 
'llh1le 1 - netUN.llJ pleaaed to note laprove­
-h 'llhlch ban ben ad.e in the Bank'• po81-
tion 1D Ngard to cel'ta1D ot theae practice•, 
a)lt ot 'IIIlich re1Ulte4 diJI'1na the put ,.er 
troa the ettorta of th1a oftlce, nevertbel••• 
tbe ~rtant tact r-111• thet the 1110re eeeen­
t1al .. ttere, •o- ot 'llhlch bave been outlined 
abon, ~1n out814e the orbit of nch cbaDge• 
u 'JOU bave aade. 'lbeee all-~rtant .. ttere 
aN 1n essence unchanged and -., reyc en4etie~U 
rega~ins them uno bserved. 

"I need bardl.7 reaind 'JOU ot the 4ut1ee placed 
upcm th11 otfloe bT "ct1on 6240 of the Redeed 
Statute• ot 1873, •• -.nded (u.s.c. title 12, 
.. c. 481) 'llhlch require• - to ... to it tbat 
-., re001111dn4et1ona and wueationa, baaed upon 
the laet report ot -1nat1on of 'JOUr Bank, 
are ocapl1e4 w1 th. lD the uJor reepecte -­
tioned above, •T reoo-•n4at1one and eusgeatie~U 
ban not been ccaplled with , althougll acre tban 
the etatutol"J tS... tor CCIIlpl1ance ba1 pa18e4. 

"!'be 4ut1ee of -., ottioe will not permit- to 
001mt~c• a CODt1Duat1on of th11 eit1at1on 
and \lllleee appropriate and epecitlc 1tep1 to 
correct the .. ttere Hferred to llbove aN tUen 
bT the bo~ of cUrector• of 'JOW' Balk bT 
Dec•ber 31, 19311, I lhall be c~elled 'to tue 
nch aotian u tbe law autborilel and requ1H1 
to protect tbe 1Dtereete of depoeitore and 
etoddlol4en. 

"I requet that a OOP'J ot th11 letter be trane­
a1 tted to -ch ot 'JOUl' dlrectore and I aa en­
cloelJI& euttloient copiee tor tbat purpoee. I 
do thle not aerel'J tbat the p'l'itT ot thh 
dtuatlon eball be preeente4 to tbelll but alao 
in order that euch t1nal propoeall u •T be 
tortboaalng .. ., bave 1D their initiation and 
pre .. ntat1on tbe eponeorehip or the board of 
'JOQl' Bulk •• 

Regraded Unclassified



B,JI,Jl'l 

B,JI,Jrl 

crowl o71 

B.JI,J l' l 

Crowl OJI 

B, II, Jl'l 

Delano• 

_.,_ 

I tlll1lll t• S. a •n .. le,._, 
Blat tetter ocnal4 11 Sate pQlloatlOD '-I'I'CIIf • 
ad liMN S. DOtaalic tbat Jft baYe to epctloclH 
fOI'o 

I w.llk it t. • ftu letter. 

n illpl'eooeo •· n -*•• .. t.hllllt ,.,. .... 11t 
• pzoet~ poll ..... I th1llk tllat la a 81)o4 letter. 
I- atN.Sd to •* ~· e.J -" eaa-otlOD8 'DilleN 
IAo hao -· I wlll &1n JO'II the .ululwe pl"lYl­
lop. 

Jlo, DOt OD tbl lettel'o Let1o lot tbl letter &0• 

0. Ito .,., wbat aloof 

lfl"o DelaDO tol4 • &0 W walked 111 tblt CJSemtn1 
1e oalllll& b1a no. Oa11toi'D1a. I th1lllr ho hH 
pt to talto tllo telepbou oall. I tll1dr he obo'lll4 
toll b1a that JO'II &IN -dt"& b1a a lottep, P1D4 
CNt ftl'ot wbat he RDto. U he auto to talk 
abo'llt tlllo thiDa, toll b1a ,.,. &IN ••dtDS b1a 
• letter CJ.ah Ia otauaa JO'III' podt1oD. 

'fo be -Ue4 tODlabto 

Do ,_ JdDd lt I s.te .... u 

Jlot at all. 

Ycna ba'ft W to IP oY&I' - to -nlt the dQoto• 
tor YU'lCMo --· OllaldD't Jft ·~~ toll ~ taaat ,..,. eN Olld ot t.- •tU - ..-t 
1o to4&7, !'11084&7 • •tll 'llllll'eda7o 

It le a ftl'lcllaa Udlll• ,....,... t~aat to -otl7 
eat 111e opeNtor •• tol4l tllat I •• hadaa 
11f -e tlDil Sa tblo olla o Ul4 I wu DOt 
aft1lable IIJIIl *• tbl7 ouaoolo4 tbl oall. 

I J•n-1 17 • aO'IIH •• 

I tb••t I ww14 .tt atll tb17 pt tlllo 
letter. 

Regraded Unclassified



a.11 • .rra 

crowle)'t 

8.11 • .11'1 

DelellO I 

B,11, .1rt 

Delano a 

B,II, Jrt 

CrowleJI 

B, II, Jrt 

Delano a 

B.ll • .rra 

Crowle)' a 

B, ll, .rra 

Pole)' a 

Crowle)' a 

Pole)' I 

Crow1t71 

-.-
Yn Ullll • llo taa. 

.Jut ao 1M -•t •J tll&t JO• 414Jl•t tue a 
oau. 
Tbat h all r~t. 'fOUl' tboqht 18, watt 
atll he pta tillla latter. -.ao oanoelacl the 
oaUt • 

Be 414. 

Walt atll u IN*• 1t 1D ... sa. 
Tee. 

I t.h1llk that 70.r - 14a 1a better tlaall Leo'• 
1t he doeen 1 t a!nd ~ •Jill& ao. 

•ot at all. 

I would. wa1 t '11Dt11 he seta the letter. 

'Diat b ~ 14aa. 

I -14 toUow J'O'ID' om 1oat1not. All right, 
Leot 

JlaGit we .. , talatt 

T .. , 1n t:bl laat aenteDoe. 

Be will -t t1o - 'baok ure and tr)' to oluttar 
up thh reool'll with auother -et111&1 dcm1t 7ft 
Jmow, 

I t.h1llk the ec.ptroller oupt to tell h1a that 
he 1en't 80111& to llaten to h1a 'IIDl••• he baa 
a plan·. that baa been app~acl b)' h1e board ot 
41raotora. 

Regraded Unclassified



-·-
l)el&JIOI ~ .... ·r' - s... ... , .... ····~· 

.. 4la -· .. r, w1Ua ..... a-tl :r•" ••• r-wlaapn • s. :r:.cl.tl• Si -"1111 .... .-. ... 
"'their ...... -

B,Jf,Jr l Aid •tl* ... ,. 

DelAnO I Yea, I 11111 atl* tiD aat. 

B.II.Jl'l ro. - teu ~. •a.u-, ~··.I: -
wltib a ..S."- plea et ,_-... ot non, • 
theN la DD - Of ~ •nu. ., tt.e to IM · 
JVU·· 

Cl'od., l !bat Ia 1"1-"'· 
B,II,Jr l ~ I ••• aot to ...... • ft'lt'-t pl.ua IPJII'Oftlll 

bJ rou boud ot dlrenora. • All4 I 11011ldll't 
... hJa. 

Del&Do1 I wOD•t. 

li.II . Jra I -ldll. '' ... IIJ.a 11DU1 tJaer ••• a tol'llll 
let'-•· 

Del&Do1 I tol4 U I WOIIl4 aU8 a tree tiNt. 

l! .lf.Jrl I bope tMr 4GD 't .... oft title u.b OD JVU• 

Del&Dol .. ll,· W aN peat .. t ..... l'o 

B,II,Jrl I -u DOt - Cbe M Ul4 Ma 11DtU tMJ baw 
a t~ p1ua ...S I waldll.' t nbJ .. t IIP•lf to 
their lulllta. 

Cl'o•le71 '!bat la ~'lab'• 

Delt.nol Blat la ...... . 
I!,II,Jrl U ,.. wal' DOW 11Dtll tMJ pt thla let'- llllll = oall ,n 1IP llllll tMJ MJ - 1t thq are t! puaJ!IaNa~ tibat tbe7 ban Al4 'betore, 

11 th• .. wll ... '*- -- the7 .... 
ft't.tteD Ll.ua rr- thelr llud ef DiN*'-'•• 
llllll DOt toN • 

Cro•l.,l .. 11111 kMP OD plaJSaa wl Ill IIlla t!dai iD-
4et1Dlt117• 

Regraded Unclassified



-:ao-
r 

.. b84 to Wl'lte Ulle lA"-• Ia ...... to ---~ s.w.Jrt 
-• tale laat -r.-... .., ,.. haft .,~ 
beJGacl ta.t at;ac.. u ti11aJ haft a r~ tldq, 
-·· ••• u... 

Dtlano t I wnl4 ln. to haft !:be ~ fti'J oaretalJ.7 • 
worbcl al0118 wttll ~ 8114 wi the a-val 
OoaD1o1 • 

B, Jl, JI't .. 7bo 'b7 • cla7 01' two J01l will haYo Ill' • • dee. 

Dtlanot Y .. , U look1 l1b U. 

Crow left !bat will be a 'b1& tw~. It wlll 'bo Ub th1a 
letter, Bll. U the7 wut to - 1ll DOw, 
will W&Dt to Wl'lto ~ thiAa Oftl' &pill. 

tMJ 

Polt71 'fo bl'11la •oX~• 1IIP to ate. 

Crowlt71 l!Yoi'J U. wo bl'1Jic •- Dn - 1ll oa th1a letter, bo tw• a DIW 14oa. '!be Podo:ral Roeorn 
oantt Oa.l 1n UN u4 QOOt wbat 7- laft 
alrood7 doDo. 

B,K,Jrt Bow- tbqt 

Crowle71 'Blat 1a wbat ttw7 w'lll4 Ub to 4o. 'ftle7 WRl4 
llll8 to Uft -• 14ou ot ball41~ tbl1. 

Dtlanot llD JO'Il -sorotud t:bo hd-1 R11ono 11 &0~ 
to .alto a to~ ro~att 

B,V,Jrt 'Blat th.,. -t to 'bo kept 11ltOJ"ao4. 

Cro•le7t .. 11, ~t 1a aa. 'bolt lll41oatloa ttwt thtap 
••• to be aolas •J.Gaa pnttJ well. 

B, K,Jrt o. J[. 

Regraded Unclassified



••• w Gl.aDias ., aaoo , ... ca uta•• 
.,_.air ..SliiPbol apMhl 4ellft27 •• wa 
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•• 
TltiiAaUitY DKPARTMIENT 

cmr•••••OII,.at ... ............ 
WMIIIIIIICM 

R.t-oe18_..to..,_ -'•-at••••l"oa 

witll JOU eJ>4 lfMan, 1., •• 111..sai -· CIMr1N W, Oo1Uee NJI"-

a .. Uq no lilal< of Allln•lldi~ ftllat _. 1ntap • a tatS•: 

Sea I'NIIol-, ~. *Ia- MU at ,_ w 1 ... to 4P-

--.-• of.,_ -..: u ow tanll 1.11 .., 1..._ o: AlrU U. 

111.1J Sl &4 Oatokr I , 1181. .&t ·-_,_ .. ,.. 1.1141-o4 

uat 1n oplto ot ~- 1ene1re _. on• ~- ruu-.. •• 

Bellt, tll.rtbor aplaatloa _. I'Oqllllato4 u to tllo llull t6 ~ ... 

U fto t6 tho ... .._... .... 'd. IUIII£ .. 11111111' I ....... Olftol.a 

.._.au .. ~-,..,.,........ .. _._.."'~·am ... 
Al~ l 1M ~ p- ouehl ...., to •to ..UN 

WlU rour rooa-t _. lllt-n p-na tan~~• ouCill ...U...Uoa to tM 

~· a4 JilftJD.alo Jl'll_.o4 11r ,.., Ill • opl.atoa tkll' to1l. 

to •-' 1a -. 1IQ1ol'toat pcottnlar •• orttlot- .... ot •• 

-· u4 ... ._. ......... ,..nt•• •• '11olat10111 ot la }1111'.-4 

Regraded Unclassified



0 -·-
"JOIU JoDk U tH hM fll ~ ..u..t ........... -··· 

Ia arUl' ....... lUll .. - ............ fll ... Pldtl• 

ot tll1t ott1oe, I aal1 ._.a lie .,..uta._. ...-a u to tu MJt 
f1.al"lll ot ..... ,...., __ 

1. ne 1!1y14e4 NAPJ lltMU!• -llli·..,. ... 'lllllM' .. _.._. 

ot JOIU 411'14 ... poUq .. - ....,. ... - cal ............. , ....... 

oa 1114 ban -'u.4 ••• ..,...._. a, 1111. DNptta tlaaoa -uc­
,_ Bat hu 4eltlla.teq ,._... ... - poll ..... llu teelan4 

41rl4&U ana mttetM4 nte • tuM_,.,.., oeeulou • .at ou 

lad ooat_ .. ,,.... u.ueae1 :rwr ...... u .. to ..u.. nn 
poU q. Tov ......-1- taw11'1sl tlaa ... ot U1'14..aa ,.,ula to 

'--rloa Oo:rpoo:at1• sttlln (1) tbr tu JW* ... ot aMU1-.l 

noolt 111 the a.k, or (I) tbr tlaa Nt~t ot obl1ptiou CIIIOIII tM 

a.u: b7 TND~oa Clarpordl• or Us .Uet41an .. , 1s aot call' ~ 

14equah 111>4 nuln ._ •• 1Sipl1olt U it 11l• ~ca or • deeelt 

liPQII JOIU' stoollllol4-, ~ ._ ~rloe Owpsatca. ont~, 

- • propoasl ooal4 .... ...u .... ..... 1 .. - leal eoatbsel 

OrlUo1- ot :roar 411'14&4 poU.-, 

a. I!! C!pU!l• Ds.pth ~ rapastel luln- tlult -

oep1taJ. be pl'OY14el, u n• ot tlaa lck' a or1t1o1M4 uons, 11os 

onr-oQiloetraU• u reel .nata, c4 ttaa .-t1sfutGrJ Jl'ftUl1lll 

ftUo bat- ita SQ1ta1 _. 4eJN1ts, ,_ llsft tMa so ...,. to 

oorran tll.1a ooaiiU1ca, _. ,_ loan aallm"el so sat1.r.ft017 p1.D 

w lila -.A. tM .--1 ,..a'T'I1ou .... lt' :roa n t1as ...r-­
oht011517 o.ro so abft1hla tbr *• SHIIa4 oe,pl'al, aor tor a olftaUAI4, . . 
4oti~1Un q4 aooepiiUJ.a p1.a, 

Regraded Unclassified



• -·-
• - d•Mf«C' 1 ........ ... ----. -..• ,.. ........... -

Nt 81 1 ono~ I .a •• •• U.- te ...... flit .u ~ • 
Ill' la ~ ...... fll 7 ·- , •••• Mr 11, :n.... • -Jut 

-'-· ,. ........ ,.. aut Ill .......... ._ ...... 

TOll ..-ttd M ps;a 7 ..._ ... tMt fll a11 SllJI -Isla c;p teJ.e 

of~· .-.n- .lpp'ld.-1 0 0 • - .... I ... ~ .. .... • , ...... 

,. real ..._.,, 1'• .... I 1 ¢ ' M •• _.•Ia nbdiaa ~ 

"', • .-.n- 'IS 1ea1 o a r. *-• sa 7•1 ... _. '- _.. 

naila~le w u . :n: --' _,. ._ n.-a .. ~U'l..alaa tw 

.,_ retual t o ._.. oft _.. eat Ia _. .. ,_... '11ft eo.1t 

1wn lOll& .uee ..._ • .._ on. tile .upt •- s.a * 4epneu.uaa 

, .... lo-, aot -'!IISIW .._ 

n. tot.Fl'll - tu - 1 a , ... t11 tu -'• _. •• 1 

llu.t1Dc PI'Mtl- _. noldl- ot Jaw a&a ,_ liU lid ,...UW 

u. b oplh ot •••ant .. -.S'III•PP.• ~- ._ '- ..u.laa ---'-........... ...,. .. -......... 
P"n1- _. noJau- ot ..._, ........ tu ....-• ..u- to _. 

etopa to loan :aNnd to '' -. 1ap -.•ax eune4 •• 11M~ 

-1 .. o-1 O.pwala Ia *,.. ....,.,_. lilr JW u 11M 

' Selt·I:a-ee 11&1,• atle :;: a ~ pln"' to _.. I 5 •­

-· •toll 11an 'Ma ..:. Ia * llak' • poeiUaa Ia ..._at to ..nata ··---ealae* 

Regraded Unclassified
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,..~ .,.u 1a ,..., : •• to ., azt.ua-, -rtlw'••• ~ ,,. ...,., 
rae~ .-1DI tllat ~ ..,. -Ual t.teow 1a ,_ JIIIIM\1-, _ 
ot wbioh !aft bleD Ollt.l1llld alloft, ...S.. •kobJI • 1la0h o!w·~ u 

rou haYe .-de. 

The clu\111 plaoecl upoll tb1e ott1oe • 11ot.l.oa 5240 ot t~~a 

llo'rited Statut.ll ot 18'73, U " mhcl (U, S, C, Utle 12, 110, 4&1) 

"'lu.l ro • to 111 to it ~t 110' re 

boHd 11p00 tile laat report ot eze"•Uoa ot 7'0111' llaDit, ue ooapliecl 

n tll. In tl» ajor rNpec\1 -u....s aboft, ., ...c- ... u .... 

*"" auuoaUcu l»ft 110\ ben oapllecl nth, altbr>uch aore t.ha t~~a 

etatu~17 U.. tor ooap118- hu pulecl . lblaN appropriate 8Dcl 

specific atep1 to oorrect til& •ttera referred to aboft are tltllll b,r 

the Board of D1rector11 ot 70111' BIUik • Deoaber )l, 1939, I eball I» 

ccepelled to t.t.kl •uoh aoUOD u til& law autllorbea aDcl requi.ree to 

prctact tbe i.Dtereete ot cllpoa1tora &lid 1t.oolr"ohkr11o 

I l'lqllllt \bat a oow ot W• letter be t.raDIJI1ttecl to IICib 

ot 7our d.1rectora aDcl I u IIICloeill& eutnoie~~t oopl11 tor \bat parpoee. 

I clo tllia 110\ Ml'lq \bat \Ia crant\7 ot WI aitu&UOD 1ball be 

p-entecl to U.. 'bOlt alae 1D order \bat lllOh tiDal propoeall u ~ 

bo tortbcoe•ac -:r ba.,.. 1a tbair 1o1UaUoa ....S preae~~taUoa til& 

•~orob1p ....s appJ'Oftl. ot t.ba Board ot JOUZ Bale. 

Ye.,. tru:q ,..ure, 

P..u.r~ ~D • "" 
eo.pt.roller ot \Ia CUrraacr7. 
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• 

A• ••••••••••••••••••••••••• 

,.,, .. 
Jlal HIBOIIID o• a • 1 • or •• 

or AMDIC.t. ·~, .. AD 

.,.,~ .f.IIOC:u.t-10 Ia 

cm&&m1 • or ftl ccww01 11 

u.Lt 10 HI LBID or 
~a, 1•• 11111111 

exwt•fJ.T·• to ID IOAID OJ . ....,.... 
•'W5 llil-

---- - -- ---- ---- ----- -- ----

• 

I 

• • 
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) 0 f 

•w•org•• •• 

• • 
ME"· 

1 
• • • • • • • 

• • 

• • • 

• • • • 

2o !MU l e llO .... ~ 1\J lD \lie Ja\1-
al JADk Ja.a.r \o clMeif) a lOee 
lD loukiiiC pnal•• • • , • 

• 

1o coouac\e wi\11 Callfonla L..- 11110· aal 
~pl\alC~ • • 

1. 1111~017 all4 ,_ of ~~>CGt•l• 
Coll\r~ • wl\11 callforola L ..... 
lAC• all4 Capl\al 0_,..., • 

a. JleplJ \o COIIP\roller '• orl\kll- . 

B. llerollaD\• la\lc&alll•l\r corpore\ lOll 

1. 111- orr of •rcrMr Jlllk prtalae rl' • 

2. ll.PlJ \o COIIP\rollen c ru1o:11•• • 

Ill. !WSAIIIIIlCA c~lCJI LAIGI LIP 

A· 1\- lle\M lllllepol'\ of J.-1»\lAID 
of liard> :n. uat • 
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h \ llolr ltUtr of Oc\ o':>or U , 19}J, \he '101\J'd of !111'00\on of \bo 

)lUI< or A<>or1CA llt\UODt\l !nao\ N14 Sa•lnco Aooocii\Uoo , 4rev \u Coap\rcllor' o 

attention t o tho fo.ot thl\t tbo:r von o\111 """1\lnc hla rooponlt to oOYOI'l\1 

P'"'touo ccmun1C<'.Uono. Such roopouo baa not :rot boon rocolYtd but ln tbo 

,...,.uao tho ll!rtotoro hl\vo datomlncd to ropl;r la detail t o tho lo\tor of 

October 2, 19J'J !roo tho COO!>trcllor to t ho :Boord of llirectoro. 

!bo ::11\ttoro oo\ forth in \llo C~\rcllor1 o l o ttor, vlth ..,... o:a:e;>Uon , 

!;t.'fe rll ':)eon t~ eu!>Joct of exte:"taiT.J; corNapond4Dce error a portoc! of DON 

~"\.'! :\ 7~c:r. ~d et;tt~ooonta A!f.c! eo:mitoon\a b.e:Y-o been I:W\48. It c:.n.nnot be 

to\tr:l:>OC: rroa tllo prooon\ letter who\!l.or tho Coaptrcllor baa coa:>lotol:r 

ovcrloo!:od prOYl0\10 co=l\aooto or who\llor 1\ hao boon 1\o\omlncd, vl\htnlt 

ocUcc to tho 'bN>!: or 1 to d1rocto.ra, to dloi'O&Md thoa. It\ tiler tbM rOY1ow 

the pNvlouo corroopondonco on \!woo - u ort thore 1o 1\\\t>ebod to thlo letter, 

•• t.l-.o tl>·ot oxhlbl\ , "" 1toolse4 llo\ of 1\. 

!'ho one tll\\\or not p,..,..o,.l:r Wldor oUoc:v.oolon with tho CODJ>\I'Cllor'o 

ortlco h tllo daclO.ru\lon of " dlnd.ood oD Sop\oobor 12, 19J'J, vl\l>OD\ 

vrtUo,; ott 1\l.l of \llo looooo oo\ up b7 \llo lllealncl' 1n \ ho roporl or OJ<DD1-

or.l!on cocplot od Jv.l;r 21, 19l!J• i'hlo -\\or will l>e dioc:v.oood 111 da\411 bolt 

, 
"r tho C:Uof !ln\loat\1 :Baul< ~JI41' t o Prooldtn\ L. M. G11111llla1: Mr. ll.. G. Soltl\ 

:i:x•011t1vo Vice PNildon\, I'Jld Mr. 11. :1. llo\1or, Tlce-Cbeirau of tho Jol\1'4, 

to tho ottoot t :lt\t tho Coap\ rollor of tho Cllrroney could tlrec\ a baDlc \ c choi'CO 

off~ r~ooot and t ho 1>on!: couJ.d do no\ h1D& IN\ ooapl:r. 1o corroct. It ~ be 

.. ~ ~\at t ho Coap\ rcllor of tho Currono:r 1o yoo tod with conoldanblt 

IJsCNtlo~, but eo:~l.'ll.,~ tht\t dl.ocro\lo:> ....,. .. , be oxorcl aod 1\1'\lbl'l\rll:r ISDd 

''1~~~ "l:::Jowl~ o! tho fneh "?"" vhl~ 1\ .,.., l>e l><laod Md .,..,. then 

!%1\ ~, ....._.,...,..,1>17 r<Oln\ od to tho au:ljoct 1Didar conoldarn\1011 1\1>4 lqlan141l:r 

op,lhJ.. H """ ~ coneodad crJ.oo \1\4\ t!>c Coap\rcllor of tbo ~no;' :Ja:1 
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~ ,.17.,.... lal-ala uauw& for lila 'lllr u. .. 1.-l .._ ~ 

!J01Io Wlolr., 1a coK fal\Ja. U 1& & I net, IIIUIW, tM\ U. w-u.. 
j"Gr',.lo!lo4 t o U.o Coap\nllol' 1e on 1 tau -.4 Ule 1'011111\ of llleteb, 1\ -w 
o;>POIIl' tll:.t pvol7 ao a ,." ... of -.\1• u. ~ -..u 'I'W'U7 a. 

Wo!U\1101> bofOI'O prooorunc to llllor atepe Wlloll atpt I'Otllllt 1a eonou ta­

r>rr to tho baD~<, 1 h 4epoa1 \on ma4 a\oaliiloldoln, It 11M pi'WSCIU1,1 llo• 

.,10rto4 M4 vill llo oonoluain]Jr daaolltltm\o4 U.O\ \llo 9al,.U ... DftdAI 'lllr 

t.bo Jallo:u\l lo:lk ~or 'llpOil """!r!nl pi'ODiaoe vllloh J'Onl\e4 1a \M ~ 

oJ!ICQUo~ of lorooo of a;>pi'OZllx>h]Jr .9.000,000 won \llo ronl\ of II'OU 

erroro end Diotnloa '117 \llo :llamlnor, n voaU n;>pear \bat U.. CoaptnUor 

CoaJd oook t o Tori~)' \M lato"""Uon tvolollo4 \o 1111> lloto,. -Uinc 

lllo ornco to " 1'1>11:11 ""lch c.=, o\ po .. 1~ llo .,..\alae4. 

2ho c~troUOJ'1 • ftCI:OaUo: Ultlt tM oOToll>l tror.....,u .... rotorro4 
• 

lo L• th• lottor OTi&lcco o ~ to ueo \bo fMU1Ueo of \!:.a llollk for, till 

:..:O.tlt ot :.'ri\.•OCDOrion CorpomUon or Uo eullo141Arioe 1a not drtmto4. !'llo 

oi<I;Jl o !OAlt 11 1!1!\t ~aaaoricco Con;or:>.Uo!t d1root17 1\114 .........,. 1 h abe141-

.,.loo !Ina oo:l.trl':luto<\ a_-,prolWIIIto]Jr .17,000,000 to \lie neooh of \M bOIIII: cblr­

lnc • ;»r1o4 ot 1\lr.)rGXiDII\o]Jr oOTon 71""'' ~ao oontriwUo~~a !ltwo ':loell of­

tecto' ll'.roud\ oo.e;. !)010>0nta on \M p~~nmUoe nplaat loll 011 'bllllll: Moot• 

h.>r>o!tor ro!orro4 t o , pvobGu of l'OI>l. propoft7 rna .... b<alt vith a nnlt­

l:lc f0Qlllo4 1011 "" roooJ.oa, t\K lceooe 1\l>aol'bod 1a IM ...,.UeiUoa of ftl'l­

... 11:-.::.b pnrcllaood '117 !...,eme'"ioa ~mUon GD4 abui(MR\1.7 aort:M vlth 

\o:ll: ot .&aonoc. 1'. '· " 1. A. !lie t,.., ..... uou ocq>lA1De4 of """ au .....a.w 

Ill llll>ot ... , tllll 'be:lofit to \llo - m\Mr tllon '-ria& CorponUon, &114 

tll&t corporauoo ...,4 ua allo141Arioa GD4 1\NUl'\\eo DIWI\ala a.pooue vlth 

~~ bMlt nt tiDoe ao hie~> u .16,000,000, 

It 1a llollOTod lila& u.. onUcl ... -\&laM 1a tllo lo"or of Oo\obOI' 

r.,...u., 1\'bout \bo ,,......,u..,. vhloh ..... ,..,, ... * to u..rota ,.4 u."' u au 

ot 1!-.o <if'CU:Ietaacoa ~ oa.c11 tmaaAOUo:: ellmll4 ~ 11114en\oo4 &4 ...,._ 
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.nuct- ,_ 110\ wU ..._ U b till ;a:m .. tlda ...._ 0' ,..._ 

\0 j'oJ':Iioh tbo ..... u.. dtlll ..._... .., 
7 

.........
...... ._

. 

,..1., red .., ~loc 1111 tM F I I ... &t!l W fw ..... .. -.lr 

v!l1 ~ uroo~od t e tM 'lUi- .,..._ -•col Ia tM ~· ~ot• 

Ill e:o or(Dr t:.arota ... ,..... 

I Pitt ==··-· ••• 
(J,) Ner 9Pq!WieMe 

!bo Oqti'Dllu atatM tiiM tbo Nlo fit U.. onplW Alwt- rt1 

lb> liOIIk to 4or .. 1 .. lo .,.. fit pi'DpOI'tloc to U.O m*lo ....,.u.a t• .,. .a 

~ ~ N>d \11&\ taUan ot tile Unoton to ,..q ua. ·.hroopUall•o4 

c01141tl0ll of 'llo bollli: le • ...,. oc4 •• '1114 ,_..,'IC pi'NI\Saa, 

ll: ... lo\ .. r ot ......... a;,. 19,.. tftD u.o .&e\lllc Oollp\rollor "' 

11>o fll>:',"Onc:r , u ..... ""'..,_ \lul\ \bo '!Mialo ..,.. ~I'OI\i'IUAll•-' \o u.o u\oa\ 

of $112,000,000, llol\ ll\ u.o "Pll .. w. lo ..... liT .... u......... "" Oo\ollel' u. 

13)5. n """ pob\M .,.. \11M ...,.._ tbo ;>I'O'f'l•lo,. fit tbo 111\Uo::Al 1oo1t .&e\ 

lho """""' ot tbo ""l'lW ot \!Ia 'bo:ok - aoro t111e \viae t11at ....,alro4 liT ,_, 

tb>not\or, L'\ \llo oonto- bal4 L"l Ulo attloe ot U. ~roUor ot \M 

~ b Do~ ot 19,., taut pro,';rNI Ollllalt\M 'bir \M OooopU.llor of \M 

C'llrronq ~·~ltM. ... - tln\ , ..... U.\ Ulo 1M:>:< .-u ·-eMS\s-1 

c.~IW ·~ U>At , .. oa;>S\t\1 Doal4 11<\w " mtlo \o \o\o! ...,_, .. fit .,. to 

~. ~. ;•rocma ..... ~ liT - Jool'4 "' :DSroot .... "' u. WI< -' • 

'tT',llcr.Uo:: ,.... tllo4 wt\!1 u. ...,_,,..\1,. ~ OolpoiUloc tor • 1oD 

tc OOA!>lo tlo-ldua to Rllaorlbo tor proteno4 noalr: 1r. U. _, fit 

$25.000,000, 1o M\10':1 liN cwor - ......., 'III)OD W• .,U-l• """ .-p 

b •l• ttor 41>~ A.'\I'U 16, 19]1. ,.. ....Sci&\ r. ... .,_ ........ 

Cqlrollor of-.,_.., l\- • .,...,. \11M tbo wt- wt111J1C to praaul 

YUh ~ cnpl\t\1 !M 1 IU .... tJ11a pl.- ...... It U. Oooop...U. Uainl l\ 

tc to ao, l'o ~to Ul1a 1 •••l•- _ .... &I Ule lo"ar 1111 
• 

hl:r Jl, 19llo rr.. t111a aa.u.nor ot tllla Gu1 • oo.-1 .. tu'br 

~ for "" •ncnMI ot aop~..u....a-. 
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~r 'booo ..uo-\azu>oo 1\ VW14 ol"thhii11T lie ,.._ \II&' u. 

( ~troUor•o """'"' tor NI41UOIIGJ. otlp1\al W 11oea MeD'aeo4 "'-• 1a 

rr.eo of tho bnnlr' • o:oproooo4 villi:l&l>ooo t o proooo4 v1 t h tho IICf'IOcl PI'<>Cftlll 

upc~ ll11 roqw>ol, no ,,..h ro.,...ot ...,. an4o, b lo"or of Ooto'bor a 4ooo 

not purport t o 'bo ouoh A ro.,...ot ~ Mllcllo "" CIA uaonlo Mel IIDI0\1IIcl pi'CIIIUoo 

~.,. f~lluro to roao~ tho "und.orenplti!J.llocl oon41Uon• of \ho 1Nmlt. 

Tho r16l>t of tho Coaplrollor to clotiCMtl ,. milo of oe~piti!J. to clo­

~>llll 11 oorl~uol:r qw>otlolllld tor 11 11 Mt bollo,.ocl IbM oa:r wch aulhorit7 

I: t !lo flrot plllco, t!lo llr\Uoni!J. t..Dk Act (SocUon 5l)llllartoo4 

s~'tut>o: 12 IJSCA 51) .,cc1t1oo 1n clot.-,u tho caplti!J. roqutro4 for DI\Uo=J. 

)tl:!):o. !r.\11 oocU~ JlOmlto tho Coaptrollor ot tho Cllrri>I!IC)', 1n l>io 41o-

crotlo:, to ~ ooca of tho roquiraao:>to of tho otD\uto, but tlloro 1o no 

..,,!>, rit7 1r. tmt ooct1o11 or oa:r othor proThlon of ll\w ct•tac tho CoaptroUor 

( powor or eJ.ocroUo:1 to 1apcoo roqulroDOnta not pro•ldod tor In tho oll\tu_to U­

lolf. .l.lthouch thoro bl\•o boon ~::~C.ey roce:>t MOnllloonto to tho "laUoDAl ll,.;>k 

.'.ct, propooi!J.o t o c~ tho capt ti!J. roquiroDOnto t..po .. d 'b7 thio IQcUon ba•• 
boo:> lcnorod, "-'14 1\ ouet bo o.&OUDOd t lll\t C' ftCI'OII cld not WMt wch choz>coo 

t: bo !Y\.do. 

I n tllo ooeODd pl.."-CC, \hero cloeo not llpp<I.'U' to bo oa:r pi'OT1o101l 1n 

10SI 1toluto which ciTOo t ho CccptroUor of \ho Cun'o"Cl' tho power or nntbor117 

h ~o!J\ro o..'\d b:7 hio ~cll\mtl'!D thoro'b7 ootl\blleh oa:r N:t or pi'N:Uco ,. "" 

._._~-ro or IIllo""" btulklnc prncUco. SocU?n )) ot t ho lonk1llC Act of 1933 

(12 USCA 77) proTidoo that whim u t llo opinion of t ho Coaptrollor, " diroctor 

or offlcor of " MUAI\I\l b.'>lllt l>.•.a conllnuod "" unoJ\fo or unoound prncUco In 

t>•l.ucii"G I ll> bua1!1tl 11 of 11"' b:!:1k nttor l>.?o•l.ac bOOB Wl\l'DOd b7 tllo COIIPtrollor 

to dJ1:ooUnuo web pr"CUeo , tho fncto """' bo cortlfiocl t o tbo Jo.'\1'4 of 

( ~ro of tho Jod.eri!J. loooi'Yo S7otoa. It 11 difficult to ooo "P•!' """' 

'booh tho bUuro to oocuro ll441UOili!J. ""Piti!J. """ bo oooo1~ro4 u A "pi'CIIIUco 

IJ> CO::<IDc t~Dc tllo bulnooo or t be bollk". """ t t•m olw1oul7 raforo panl7 t o 

CCt=>odo of opomttnc or co%14w:t1nc tho bualnooo of Mnlr1nc. It 1o OTOD DOro 
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WflcoaU \o JU'ltr a a\ .... - tM ~lu or \M Oua .. \o ~ 

,unto !do op1J110a or ....... aepl\alllldloa ,., .... '-k ,., - oplal• 

ol (iaiiCJOII M OlpNI ... la - -· ' \ or tile e\atUe, 'npoeo line 

( 1~alo4 lA ut..U \bo oopUal ro..,.U \e tor a IIMl-.1 'llull:, Ml4 n wa14 

••' tiPJIO"" ti>At \bo Ooaptroller or u. Ovnaq onlll ..._.. \boeo n.,.uo.. 

..,.,, 0 ..,.. thoQ&b la hio opla1CIIl \bo7 aro lantttot••· 

.AlthoQ&b tho Ooqp\rollar' o lo\\or roron \o "" &11-..4 oo-\raUcm 

lA rool oot11to 0114 othor or1Uotso4 aoooh, n lO O'l'lllea\ rroa \bo cOIIpGI'i-

of lhll muo ot CIIJ>l\al to c!A>pooth la 1927 OD4 la 19)9 \loA\ tho al&ll:l or ..., .. .._ 

co;>ltoli1Atlo:l to 'bMo4 "POll tho Jl"l>llo}T Nlll0111loe4 pahq ot \bo C~q~\rollor' 1 
• 

O!f1co to roqutro a m\la of """ \ o ta:o 'be- oa;ot\al ull llopaoUo. 1lh11o 

W • ""'1 'be a f..oolm':>lo t'P.Uo, U lO C<>r\1\lalT not uaiYohG!., - It 1\ Uoo 

vlllll:: 1!14 pavor ot \bo Ccq>\rollor t o require U, n WO'Gld ftjlpOer t.hat \bo ro­

qoi,_,.t oboul4 bo oottl.bllobod lv' J'OCI&l&Uon or nlo Which vwlll 'be nppUcalllo 

lo 1\l.l bolllta alllto. n WO'Gl4 llppa<\Z' that tt " nUo bohoon aap1W OD4 do-

( potlh ot lou lbNl one to ton conoU"'too 1111 '""oato nnd "''""""' pi'I\CUoo tn. oae 

book II ab4uld lil<ovloo oonatl\u\1 unoato and Wllound prt\aUco tor all buko. 

( 

!he 0....,\rollor o\sW t.Mt tl>o MJuotod alli)IW atrno"'" of \be 

1loDlt 110 UOWD b7 \bo roporl of olllllliJIAUOA .....,loto4 JUl7 21, 19l) II 

$9,000,000 lou thAD t.hat ohi:ND la \bo """' proao4lac roporl ot •se1•Uoa 

cqlolo4 on JobJ'G.V7 S, 19l). £to a •Uar of toot, tile ad,Ju\14 copl\&1 

•mactvo 1Acroaoo4 'liT .6,000,000 traa tbo 41\\o of tile lao\ o-s-uoa. ~ 

"WWZUI ro=cucm llhi:ND 1a \be roporl or oll!alai>Uon •dlac hl7 :n, 19)9 

,.. IICCCaj)llohod In pllrl 'o7 tile claaotttca\lon of a loll of IIIIPJ'II'da\olT 

$9,000,000 on ba'lki.JIC proaloeo OD4 a lU olNotttoo\loD ot t6,S91,000 la \bo 

1'0111 ••~ purchlloo oon\ro..o\1 of Caltfornla LNido JDo, - Capl\&1 C<q>OftT • 

.l.o ~<lll l>o horoattor obow\a 1a llot..'\11, noUbor ot llleoo ola .. tttcaUcmo ca 'be 

.lutt1tlo4 lllldor \bo tlle\o. 

(J) P\YtdeA hllp 

tbO latter of Oo\obor 2, 19lJ oon\alal a .-Mr or orl\tote. ot 
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t.t;& '1'th~.o:a4 polio)' of the ben!!. ~eae will be spoc1£1cAl~ ret erred to 

~e:!oiO 41JCUI01~'1\: tho cubJeet. tn _,neral. 

'2':\o CooptrollBr et{\tee t i.\R.t it ia o.n unaa.fe Md. \Ultound practice 

a Mt~'lO d1vt J.erula vl\11& the b&:11: cMr iee a d.&n.Girou.a atCU1Nlo.t1on of 

rnl e .. ~!'!te l'J\d o~her ttxed. asse t&, an un-.mrrtt.nted coneent r4t1on tn tba 

0
;11 :t!.o~G of ~'f\:l.ot'U30rlc.a Cor,oratton and total crUict t ed a11eh o·f z:aon 

~~ SlJ),OOO,Cd>· 
H lt not 'beltnecl that t~ bl'.n!: hc\a a 4an&eroua ..c.CUIII.l.Atio:J. of 

\=:ooee4 'b;r lt\V a.·•\d the bn.."\1:1 a ftCDlaea l":O eonatderod to 'be thorouchl!' aoc.nd 

( • .,,:a Md "·>COI .. ~r;r for \he !)r o;-or CO:l""'Ct of tho 'bMl<
1

1 b\111MII· }'urther­

::IOfO ~:t~ t·r.t lo o~ t:to ban!:' a oecupomc:r oxpo:uo t o CAl)U t\1 Md dopoaitG is 

cO"!."\~::· :.!1 a!\0\0 b:· n tJUr'/0~~ :'ubitG:'l.Od by thG A::lorlct\.'\ BaN:ora Aatocll\tlon. 

'::".'! t.:lO".t..~ ot ot'ur ~nl .:~ at.:\to ow:1ild la amll ln l."01At10n t o t he be.nk
1 

a 

t:.;t1~~ r.a!. •ol~ or roo.l estate lo:...o&. O!.~or roN. eot3\0 docs not rc-

?tu ro•(' .. '\lled •u."\v;uT&:l\04 eoneont.r:t.tioa• 11l t ho obUO'Uons or 

:r-Ar..aoe.ric:. Co::·:~rtlt.ion Md 1ts su'bd dta:toa 11 t.11cut.aocl h~r.aattcr tn 

!·:o:-~1 '\t :)I."'Cl 53 U."\tler t~.J ~o:o.d.in& of '1;-anaODBrlC" Corporo.Uon. I.a;ogo Line. 

1; \ w o.ot bollc• ot'. thnt t.ho1o oblign.Uonl ®l"l pr·oporl)' bo d~et,;natod tl9 o.n 

U."'\1!.:'!."'\nt.!d COllC"~~!.::~t\o n. ~·" obU~tiona th?.t conot ttu t o dtract 1oona 

( "=• "1: : 1" \ 0(;1\l HnHa rad ""l'l.y aocur•d o.nd 1\1'0 .tot r.d•orocly c l r soi!lod. 

1:~1 '"" :'o:".:r~y :\Cq\111" "'4 o:t. rorocloa~""CC !'lUSt bo aold t o eoso on.J. 't'n.c co:Ltr&cts 

~- ·• .. !::-. t'!':..: b."":\·-: ~"":l told r e"\l cctt~.to to .W.114J.tz1CI of '::"Nltrmrtea 

.:,:-.,:-:.t~:);: ~ .... ,·c ;-.. ~lt..:l. :'\lr J.:-.C·r in t~ :-eeoipt b;t t~~ b"'n!~ or tUDolt 

S;,~ .~ ~."l ~Y-l 1 t ,;,Ud l-.... v.: r .lc.,ivold 'b!' aJlli:".U: thO ,:-~rtlcs t o in­

!!.- ! "! :1 ~;:-; . P"\ "tuntl o::: tl':..~sc eo;,.e~.e~• ~"..'\YO 'bol~ "\."\tieitw'~"d ~:1 =.oro 
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... p.-okcUOD ot \bo -=< oa4 \o Claeait7 l\ M --rrn••- lo \o - \loa\ 

1, 1, ~· tor " o\octl>oi.Ur to leD4 Uo cro4U \o \loa 'boat to protoct 

( II ('tOO 1001 o: do\&11\IIIJ. NOOh. 

~ C""'\rollor o\o\oo \ha\ \bo ropor\ ot oaalMU• co.plo\o4 

JolJ' 21, 1939 ~ or1Uolood QUO\a ot 110ro \II& t 1JO,OOO,OOO. 'l'be 

1Ja101l1" dld cll\lelf7 IIOooh ln thio UOW>\ in \he lDot ropor\ ot auai­

oallon. tho proprlo\7 ot docl&rinc: diYidonda 1A the toea ot thlo orUlcloa 

b1 t.ho J"""lnor IIIlO\ ~ the f1D41 tmal7oh dopond upon the OAiv.ra ot \bo 

cr!llclu and >mother or not lt 1o .)uoUtied under t.ho tach. .lpproxtaa\ol7 

$12,000,000 ot the ndnr oa cLuoltlcaUon appUoo \o -kii\C praiou. l!o 

pN't of thlo o1MoltlcaUon can 'be .)uotltled ao vlll hor ... ttor 11o ·- 1n 

u...,.!l, .l.ppr-te}T . 11.000,000 { olnco roducod to lou \II& tJO,OOO,OOO) 

of tho cV.ul!lod aoaoh conolot of contro.ch tor the oalo of roa1 propor\7 

uqulrod on to,..oloii\IH to Calltor=ia Lo.ndo Inc. and Capitol Co. No,., u.n 

'Iff. of t:to "'-'"•to purchnoo prlco of t.hooo proporUoo hoe boon paid; IJ>. 

a\allnonto h.-vo boon antlclpotod, :u>d moro ~~ .10,~0,000 bl\o boon pnid on 

lho co.'t"Mh lrt tho period olnco J.prll 28, 19)8. J'urthor tach beroottor 

olol<: vlll ln<UCI>to thQt th!o cLuoltlC<\Uon h not Juotiflod • 

.1. l.Art'O ;>orUon ot tho cle>ao1t1od aaooto aro 10GDo vhlch undor 

ex..Unrl!on procodur'O tomorl7 1n ettoct _,., h''"• boon claaoltlod "" 'olov". 

!Ia rGYiood procccl».ro tor oXIIIOillnUon_ ot MUcw b&l:o u DCHod upon 1>7 

Ill! S>ero~.>~y o! tho 'l'ro40ur7, the ll<>*4 ot GOYOrnoro ot the 7adorol llcocrYo 

S'/1\e:;'l, tho Dl:octoro ot tho Pcdorol Dopoolt In.......,.c Corpo.,.Ucn, Md tho 

Caa,h'l>llor or tho CUrrency, pr"OYid.>e th<>t '" lOGD ohQll .... c1aaoltlo4 .,. II 

'1! UlUA.'\t o ropct,;::1ont ecu!lal naeoubly Maured. 1n Tlov ot \ho eound not 

vor&h or tho Dftlcor or on.4or1or. hi• Gamine capl\oi t7 Nld cbo.rMtor. or tho 

Ptol4el!o~ of co1ll\tornl or other occur1t7 ot ocW>4 lntrinolo ~&luo. • 'l'ho 

( M:U: CM:1ot l>o •••"!"•11>1• tor tho tnlluro of tho J<>tloN>l liN>It J.malnor to 

follow tho )lroCodw'o J,alcl dow tor clnaol!lC<\tiCn ot 1oano. -n tho qw>o­

' tlo:: lo ~thor tho - !It of di'ridondo 11 CID unw• Or -4 pi'8CUCO 

!·. "l~ ot the crttlctood uao~a ot tM N."lk. howoYtr. U 11 col1&i.J:Il.T 
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;::·r!~.l t. :0~.!:;-:::11!10 tt t ho crttlcla..., ts JU.Gtlftod u.~4or tho !nett n:1d 

( :·; : .... 1 ! 1 ~~ .. ~r t;eYor~DJ"~t.rll r.u!~?rl t.l.:a . tl:'-.tor t ho toraor ox.."".::i:l~ 

. . " ... 0 :"!.. • ... 

171. 

:l··;:.r!:1 ~ 1~1 II . i t :'0~\)iV\ll :\1', ... G.v -,rtu cl .... so1ficf\t1 CI~ C'.:\d thoro by c tvcc 

;·~ :-.~··;·"!l.CJ ~!' " ltu'GO :wou:1t of c:-Hieiz:\td nao41ta. t ho on.jor portion 

·! ··~J::. r:::J .u:t :subJ,.ct t o crtt icitltl r~t ull. 'r.lo Coc~"\rC\tho Scil>Jclulo of 

T~ia Ghova co~\inuod ~~d oubst~~t1~1 

.. ·-:: lJ~ !..~l!lc:-:~G t !":'\t. ~!:.c C~t:""'l lt.:r' a ~~~to::-:.."1.t 

·:•! .. iclr.:: :-ot ju::;.ti!t~C"... T1:- ~~,;. :"C:-.r 11)) i-~ ':. .!"r-

~ :·1 '" .' ~ 1r.,:c 'l i $1!2 , 105 ,752. 41. Duri:-~.g t:'~ a.I"..:)O J)01'10t . ~he b."\:lk 

or $1, <:()0,129.40. au.ff.lr~-!. 1 -,"'oo~ ot $2,062.709.63 ( :;; ·.:·: ... J·;:"':'.1""1~· ti ~ 

;':•·: :t...·:-:::.t !:>1!:--• t !.):\G l\!\J. !'rQ:. t~··"'-'"'15 "'\C~t ... ~·ua ?rlgi:»"'.U~~ aubacquo:lt t o 

:;;:"".: l c.ot o! $4 , 565 .274.70 ~=- t ~a,.et1c.:l& o:1clc.'\t1n' , rtor t o 

: ; ... , ·-! '"~·"'1 .:ood :"CC)VJ~l.:o (}~ .$29} .S 52.S l l e!'.Vl:'.C 1'\ r.ot. of 

s-.;:..1,:,~1. 12 t ~ c:!" ... r :.:t :\,.~.1~St t ? t.:l} c:-.r::.i.."l;O f or t l".O !'Cr1~ o.,.-,.:\ 1~.Tl:\b 
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• r.:l , ,..ru ot $111.565.~1..1!J, lll'rl._.. ot .,,6oo,ooo- ,..u, 1~ 
CIO ..,. of $)1 , 965 ,119L I'J o61o:> _, NldH to C11111i till ...... 

~ ... rcnl44 ,ro ........ tor -.,., u ..,. of MU.U ....... .......... ...,_ 

ror:ot. ~· '"'~o• vtt :. roopoc\ \ o ,rofUo "" -nuoo, "VbUl 1.,_ ~""""' 

1)oO:I unt:o:". ott r:ul n.U.,n\o rooorroo oo:n11U o.'lo4, t.loo uo of protno rn. 

:1>:> ,wo ot loocuriUoo for "'~:' pu.--pooo o\bor 111m \ booo , v111 no\ 11o np­

p:oT>d. • ~· lftl'.llc! ••~" t o l:-!4104\o \bo\ occvlUoo protlh .,.. rosu1rod • 

10 bo uaod to P"'f 1ouoo, Md 11 lhlo l o ••, lhon ouro~ tho coiiPlla:>e<> 

wllh lbo rot1111Atlon ohould "ol bo orlllciaocl. 

n DD:f l>o ooncoclo4. l )lnl ordinari~ no:>-rocurrl:lc profit, rucll 1\S 

anooc tro:> lllo 01\lo of occurlllo., ahoul.d nol llo dlobvood 1n lbo tom o.f 

t.~n~od• r.ncl lb."'\ lo UDdoubl~ t.ho ft40<." for l llo roqv.trG..,...I lhl\1 \1107 

Cml].d. tt.ret bo uao4 to proTide for loeaee Nul oat.o\bl hh neorraa. tsa de-

1o>rai:I:IC 1\ fl\lr diYidoJ>Cl :mlo, -aYor, U 1o llollaYOd \1 1>o proper l o CO=<­

tl~r ~ no:>-rocurrinc proflh "' "" oftaol \ o l ouoo .ate!! can 11o f11lr~ 

( co."ldorod l o 1lo noD-orecurr~.n&. 'nlo acbo<lulo of oaml.Dco 1111d dlrtdoJ>Clo hcro­

!lflo>r eot torlh 1n hhll>il 7 L'>ovo 11"1 durinc \llo 7011r 19.38 looaeo fl'OOI 

<'.ll"ront opomuo.~o e.nd on lrnnoccllono orlcU.,Il.nc r.tlor 19)2 \olalotl 

$2,o62,JCJ9, UJ, ll!lorol\o 1onoo occurri:\1; o:"l t ri'.UI\Otlono ~rlor t o 19)2 voro 

$11.% ,ZJ11. 70: M~ for e. porll>d of lj,} )I'I>Ort obco 19J5 l ooaoo on t........,u.,. 

<>'4o ;>rlor to 19)2 voro l..' ox.cou of $~.000,000, vhllo tro:a cun;>n\ op>rnlloDO 

ao4 11'0!10.lCUono -.~>ooqw>n\ to th.•.l clt\lo, ll-.ll lou ,... -roxl.Mio~ $5, 000,000. 

h • lov of 1:.0 fo.cl \hl\1 l oao.>o on loo:>o 10\do aU.co 19)2 hAft 1loa:l approxiaalo~ 

72/l!XXJat 1~ pJr CINIUa oD tl>o 01mual •••rnco YOl,.. ot t otal 1...,. outo~. 

II It bolh .. od tho\ tbot h•a-..1 of lou•• on l....,o a."'- 1AYoot.o:1to 10\do 

Prior lo \ hi\\ U<>o 1o N~ ,jua\lflocl. 

?he Cogpt rollor o~loa, "'oforo M7 dl .. ldondo voro pald, 'Mrnl..'l(;a 

llloul.i. ll•YO lloon uud (1) t o ollllln4\o o.ll looaoo 1\Dd a roMODI'lllo portion 

( of llw> ot:10r crlllolaod naoolo , (2) to oottlbllt.'> aD adoquato NaorYo :oo>lnol 

P>ltlblo IU\uro louoa , N>4 (J) t o oot<>"bUo!l " pi'OJfr ro\lo l>o-OD ""' 

'""'>~. ""'l\Cll M4 dojloolk.• !be l,llal po1A\ (}) b.or• t otoro bo>a l>oon c!lo..,...od 

t>.:>!er t \o :.CI\41"1; of IIDdorcapl\allSAUon " ' poce J. l n rop~ to \bot oC>cr 

- ' -
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(1) .Ul a4al.Uo4 loaaeo " """ eli.111Mto4. 

( 2) n 1o llUUII04 that the cr!tlc1 .. 4 u10to roforrod to are doubt­

( ~ tto;Jt ..,lc!l atcM roault in future 1ooooo. tho &IIOW>t ot D<>t oarn~o 

( 

e .rr! t4 o•or to tho 111>4hl4o4 Prctlto J.eeount tor tl\o yeor 1938 excoo4od tho 

a:oun~ of tho douhttul. clf\salflc.."\tlon of lonn1 Md iDYOI\manta ahovn 1n the 

!!:11\1 ol:Nl!Mtlon roport of thot yo:~:. Por "ll !'t ACtlc111 purpoeeo t he un­

lll'tdod Protlh Accout la e •·eaorvo f or 1'\lt\l.l"' lonoa 'btelluao 1f current 

J&..""'liat"l nro ~ot ouff'tciont to toke en.ro of current lonaa. thB;r ~ bo 

~it !r oc t.~'\t nccO\Ult. It oo.:r be thAt some ~:a conoldor 1t de.trl".blo to 

a:t o.:~tb roa.:rv.1-a for t'uturc lotsca rather than l o:t,.t tbo tunda 1:1 tho U:t-

.:! 1~1!~ Protlta Accou.nt. Pron a prnetlea.l. atand:poi.Dt lt doom' t 4;>p3.-,.;- t o 

o~;e o.:r; t l!rorcnco L, tho uJ.t!.llt\te outeot10 llhDthor a portion or tbo o<>=~n,;o 

'\.~ put in tL r~11~no for t'lJ,turo losses or left tn tho Un4.1T14e4 Proflta 

Account , froo vb.1ch th.oy ore r .. va.i l nbl'l for pt\YIIIOnt of fUturo loaaca . As fM 

na t'\l a b...W ia concornod , o.a shov:L by t ho toblo in l .xhiblt 7, not fl rofHa 

: roo JGIW."\J'l' 1 , 19 35 t o Ju..o ?f! , 1939 wor o $57 Q68 ,789 . J6 nftor provid!r~ 

roe~rvoa ror more thAn $J4,000,000.00 of ostimAtod 101101 conaidnred. to bo 

::~n-Ncurr1ng bocauao tho,- r.roso c ~.rMao.cttona aaclo prior t o 19}2 'by tho 

, r!or rMI\CQ:>Ont of the bODk. llu:'l.ng thla porlo4 $ 37,200,000. vas pol4 1~ 

(1•1<L>r.to n.,d $20, 591! ,822. 32 """ a4d.cd t o Cllp ltM tundo. It 1o not boHovcd 

'"-" ~ dl • t r 11Nt!O:'I of 61!~ or : bo :.et , r orth or t ho bMl< eonotltutoo M 

'L-v--.arr.~tet .!1Y 1clo~ polle;.r. or o.-1 unu!o t\."ld unsound 'bM.klD& :;J1"3Ctico. vta:l 

t~! ~uttcd. \\:ll.rl;x\lr<~d. c:.:>ibl ic ooro th!Ln tvico t!'wlt roqul rod by ll\1:1 a:ad. 

".d.Jq\l:.te :_,rovialo:\ h:·.a bo..ln a- de for losaos l\.."\d ta,rovooont o! cnpUtU 

'l'ho COt"'!)t rolle r 8 to.t o& i n ~!"f.lct thnt t ho dividend poltc;.· 11 \tl­

~:arrn:ltod 0.."\d M U"li~O t \,."\<\ uni.OU!ld b.."\Dking practice bOCI'\UIO m Of tho 

( ~hido.,ds wore ;>f\l d t o 7ro.:llt\m0fiea CorpornU on M d tb.'\t th.ll corpo~tion 
ov~!1 ..tov ov:.e 4~ of tl"..o a t ock. It la iapoul':)l o t o concol•o of even a. 

: 1..-o·:aib}J 'bi)Jta for on .Q.GI OrliO!l t h;).t the pi"'priOt)" of & 4-'.YidOnd. cliaburaC-
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-t ..., be dot-ermined by reference to wl>o 011111 U.. otoclc and t.berotoro 

roc:t1Yeo the cliYiAI-· It the clirl.clond cliabura-o aro proper 1rl nw 

of tht ttrn1z>p and capitel of the benk, it 1a t-attrlel whether the 

,..,.,k 11 _.ed by Tranauerlca Corporation or ~· eloo. The asoertion 

that TriiiSu:erlca Corporation has been wxl~ favored or taTored at o11 

has no buia in tact because that corporation as a ato<>kholdor has coD­

tributed approximatelr $17,000,000 or ito """ twxla to tho i.mproveonent 

or the asset condition of tile bank in one form or another ovor a period 

or years. Trans...,rica Corporation &ncl ita oubaidiaries elso Clllintain 

!llbstantiel avera&• deposits with tile bank. Fllrthonoore, it ollould be 

noted that prior to the declaration of the Septfllllbor, l 9J9 dividend 

trans&&erica Corporation had agreed that clividencls received by it troa 

its stock 1rl tho bank c1&11t be 1q>ounded tor tho pw-pose of reducing its 

....Uta.lta to the bank or to aubscribe to edclition&l etock 1rl the bank, 

llld tho laot divid&ncl amounting to $8.30, 000 ha.s now been appUed to 

reduce those co111111tments (p. 72) . 

Reference io made to the d.ividend declared on Septecber lJ, 19)8, 

and it ie stated tllat the decl aration of that dividend, 1n spite of the 

warnl.na or tho Cocnpt.roller of the CUrrency, constituted an unearo and un­

sound practice . It has heretofore been explained that the tel egrae of 

Sept.I!Oibcr 1) , 19)8, which 1ncidentall1 was tho first cr1ticisa ever udo 

by tho Coo¢rollor•a Office or the clirl.clond policr of the bani<, waa not 

deliured until ..rt.r tile clirl.clend bod been deelared. l'llrthonoore, the 

~troller haa apparentlr overlooked tho tact that t ha p11118ftt of a 

similar diYid- 1n llarch, l9J9, was expresslY authorised by the 

Comotrollor ts Office by the agreement of Decelllber lS, 19)8. A copy of 

this agroei:Wlnt 1a attached hereto, marked ExMbit 2. After ~ving 

ratified previous dividends and expresslr authorized a clividencl 1n llarch 

or 19)9, it would not appear tbat the dividend peym~~~~ta prior to September 

1<, 19)9 could proporlr bo assigned as an unsafe and unsound practice or 

otherwtao crit1o1&od. 

Tho t1nal criticiSII speeitiod 1n the letter o! October 2, 19)9 

Is t.hc declaration ot tho dirl.clend on Sept""ber 12, l9J9 without writing 

~ 

Regraded Unclassified



0 
1.75 , 

• 
orr llo<llt ..-et• of W,Sl'7,5198.69 o1ee"'fted u 1oea lilr u. _,.,_. ... 

~ 1.n the """" of ~ ~ ~ 211 19)9. All of 

( 11>0 c1Us1!1«1 lDo•• '111\lcb ,... odld.tted ,...... d pol oft prSar to u. 

41
fidenll. ScM of t.be loe-,... DOt- are DOt,_ odld.tt«<- haft 

.,.t bee!\ chol'l«< off, - tbeM wU1 ,_be diacuaHil. 

Tbo priM!.pal it• of 1oaa 110t -ttecl 1o a IV olue1!1cation 

or ts, 74),~)7 , 09 1n b&nldnc pr..uea C&l'l'1ed on tho booluo of the bulk ond 

lfoi'Chantl National Roalty Corporat ion. There aro two reuona whJ t h1a 

cwo1!1caUon 1o cona1doroc1 to be bopropor ond connot be -tt«<, which 

arc - sot forth. 

1. Valuations of Jon!dns Preaiaoa !!de b7 Jational """" 

~r &r'l erronooua ard totally unn11•blo. 

Tbo NPOrt of ~tion of ll&n:b )!., 19.39 aolecto 124 percolo 

or real property ua«< for benl<1ng praaiaoa and c&l'l'i«< on the boob of t.be 

( bMl< or llorchMts National Roalty CorporatiOII (after doduction of depl"8Ciao­

t1on or $6
1
110,621 • . to 12-31-JS) at a 'faluo of • .)2, 821, 40)• ond clue1!1es 

( 

In ... t i.nltanoes theeo 

properties bava boon om«< tor uny yeo.rs ond deprooioUon bas r.,.W.UlJ' 

bo<n tolcon, ond tho proport.ioo heTP not been oluo1!1«1 1n prnioua reportl 

or aainatiOIIo Tbd proaont enw! MtiDn report &dnl'lolJ' olusUi .. -

~to)J' ~ of tho book 'faluo of the pr'OI)(Ir'tioa lis tecl 1n each claa­

s1ticaUon. To clueifY u a loaa or u doubt!'lll 1n OM ...-1n&ti011 period 

~ ot till banlc •a ilm>st-lt in certain benl<1ng preaiaoa which he..., -

oornocl for 1ll&rS and rccularlJ' deprociatecl, would indicate oitber sroa• 

loxity l.n provioua 8X8111nationa or a aorioua lliatako 1n the pruont OIIOo 

II)' tolovaa on July 21, 19.39 11r. L. II. Oiom1n1 1n!o1Md tho 

CoaptroUor t.Mt tho 'faluationa 11011e by tho ~ wore b&locl upon por­

oonal. opinion ond INM'CY ,... .. ..,.,.. asamoblocl prillarilY for uao 1n inaW'mlCO 

llld aascsSIIOnt attero by ~ ot the capitol Cooopln7 and tbat autbeDtic 
• 

awraiaalo bJ qu&li!iocl indcpc)lldont appraiaOI'I b«< boon rejootoclo S1llil&r 

Wonauon wu coll'f07"d to thc Chiof *UODal Bailie ~ bJ 1ottor dated 

~ 
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lolS 22, 1939· Both tho eao.>troller 8D:I the Cbiot National Bmnl< Euainer 

~ ( roJU>ecl to consider the objections 118de 8D:I t ho report or c>Jtulill&tion 

r.s eonrirMd• In a lottor datod JlllJ' 311 l9J9 tr... tho Cbiot llatiorW. 

e.>.'llc ExoainOr to Ill'. L. II. Giannini, President or tho banlc, it was stated 

•It r:.ey bo truo "" you state, thot IIICI!IOran:la contllinod in Capital COII!Pany 

tllOS wore not intended to represent qualified or aut hentic appraiaals 

tNt wuro mlldo Cor ineurance purposes or to establish aaacaaod valu.os tor 

tW!tion purposos . Tho unsigned meo>oran:la in tho tiles or tho Capital 

c:..potQr :.ode tor auch purposes were obaorvod by tho CllWII.ner but wore 

.,.Uy di.stingu1ahllblo r.- apprtdaal.s 8D:I wero not 118do the basis tor 

the exuinor1a cluait1C4tion. 1.5 heretofore stated, tho UMinar •s 

elsss1t1e•t1on was baaed almost entirely upon your appr&isalo found in 

ywr rues . • The Cbier Hation.oJ. Bmnl< Exallinor was oloarly lliaintonoed 

( upon thia poin·t bccnuso 48 will horoaftcr bo shown, thoro wcro vory tC'II 

apprGisols in the bank's tilos and the Elmminer did uso almost cxcluaivoly 

'"'"'>ronda • nd appraiocla found in the Capital Company !Uoa prepared for 

insurance and tox purposes, '"""¥ of them unsif!!'edo 

Tho Board or Diroctors 8D:I tho 1114J1S& .... nt cannot accept value-

• 
lions placed upon banld.na pr<!Od.ses by n National Bmnl< ExMiner wh3l it is 

...Went thst thoao v:U.uatl.ons ere tho result or obvioue ad.al.ake and in 

disrqazd ot av&ilablo inton:etion. These banlt1na praad.aos conatituto a 

P<IT.Oll..'nt invoat.Dont of tho bank's funds . ThoJ oro act\U\lly used for tbo 

OJ>Oration or the bani< •a business. The book vcluos of thoso properties 

With rore oxcoptions roprosont :u:tu&i cost l ess doprooiation, and there 

"Ould Appeor to bo no occasion for estimating • lou oa long as the 

promJ.sos .,.. continued to bo used tor tho purposes !or ..nl.ch they woro 

( '<'l'llirod . Tbia 1a eapocially so in view of tho tact that the bank's 

""Cl>pancy ~·• 1a o.pproxiJoatcly one hal! or t het or tho average 284 

'e;>ort.ln& bonks in o. aurvoy ot the American Bankera Aaeociotion. 

The report or oxudnatioc states that t.ho YUW\tiona upon these 

Pro;lert.J.os wtro baaocl llpon appr<dsal.s in the ruea ot the bank or tho 

- 1.)-
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eopital c s 'If •• Ill' .... , wlilfta lp I'll- • I' ¥•1 .,_ 

"'.,U.t. oHM 7- ........... ~ I 0 "IT a Or¥· 

lo bl.a, wit.boll\... ..,.. ot ..... , ,,. - ........ ... 

•t .... • trtd'• ., ... a ,, .. as ,.., .. ~ .. 

dote tbe report a dda lllf' 'IP1 
"• • to .... •a· ?P• ,.... 

In the tuoa of tbo Cap1W Cnrl'lf ~ be ome1' 011 Mnd1'11 ~ 

the bank. Beton d1-M1"1 ep ••• 01111 '7• Ntlirnd to ill U. 

report of exw! MtioD, oerta1ll a-Oftl _,.' nU.. IIIR1d 11e oe1led 

to attention. 

B)' tbe taw of a o~ ill otr.ot tor ...,., J<IU'II, U. Clrpltal 

~ hu beoe mel S. U. --.:t"' ac-t. of .U of tile b .. '• JW ·-· 

Ul>dor thie acre-t - tor ... ...-1 r .. tbo c.pttal c:c.aru.r .. _ 
tnt.ire reeponaibUit:r tor - proportiu, It •- t.enultaJ aollActa 

t&1n8 l.Murll'lco wllere ""eaaarn Qd in c..-.1 doeo 110'1D'7t1W1c tbat 

on oonor 110\lld do aeoldnc to Mint&Sn ond pree...,. real propvt:r at a 

C.W.. .._ • ....s for tM ~ "-fit to -.u. ror ita -

<Om'onionce and b-ttt, Clj)Stal Coarl'\f baa tbrooacb St. .,..ta end 

'""'lA>yoea c~u.eod a \U"Ye:ra to be lllldo of oacb of tbo propvtSU conat1-

l.ut1Jl& bonlc:iiic p....S..O., 'l'beoe 1"""711 OGIItaiA ooarlete 11lfo.-t10D 

ritb respect to tile propert.:r, RCh .. cleta1h of cQD8tnctU!D, noor 

Pl.ans, 8Q\l1-nt end al.adlar illtoratSOD 11!1Sch 1a conaidered neoaaaar:r 

or J>Ortinent for tba CeplW Coaran:r ill ita Clj)&Olt:r •• -c1nl apot 

of tbe PI'OPO!'tT tor tha buko Ill MD;r of - 1"""711 tbo t1e1AI ..., 

rcsontatb'o of CIPitol 0oare11:r baa atated h1a 1doe of the ftl.,. of tba 

Propert.7 ~ for iMaraDOD or taz JMIIPOI .. • J'Ni: hl7 ~ of 

( tbe ~r•a ~ bued 011 CepSW Coarl'lf eo aa]lad 4$ idaa'a 

The bonk ~ ..-t ha -- liT --81'7 ata-t· ... 

b)' "Ctllta ttr ~ of CariW C f I 'If U to tha ft1ae of ita ......... 

-a..-
1 • . 
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,.-.... 'If# ~. 1t ilia bull jC I eecl a pie. ot r.1 IlK pa lijJ 

rcr ~.100,000 a4 a t1el4 ac-R ot ClapUal c 5 ; • ....., ;u __, 

( o! tJ10 (W'OPCrt7 the- ct'tar ita jC I M, t.~ ilia JIKOpa lijl ~ 

"lOJ'tb ~5(1,000, it i l olAMir that IU opln!ce -u Dot. Ia .., - -­

oti\1.1\0 an cppra1&41 01' occul011 the ebarilac ott ot -., par\ ot ilia 

J c 

bcllk'• actual coot in tbo aoqui.eitica ot the propan7. 8uch nd• 

1.o tho tile• of tbo CA)Il~ ea.paa,., uocl b:r tbo !xaainer in clotar.inine 

lho nl.IUI Ucn ct l>onldn& prcalloo, aro not " trw. indlnotinn ot tbo 

ya1uo ct tho ;ro~)' aDd arc not Mnc!!ns 011 tbo bank o.nd C&Mot be 

occept.cd. 

It .,.t o.l.., bo r-oorocl tbat thl• bonk 11 doins buin ... in 

S1 c01111tiu and 'J07 oc-IIIU•I tios tllrcJucjlout tbo Stat o ot CalltOI'Dla. '!b1a 

""""! tht>t tbcro an aaro tbAn JSO scporata tax1JI& Ol.lthcrit11• !J.:.d.ns tba 

clue~ ct reAl ;JrOport)' co 41.ttOI'CIIt bo.soa ot vnluatlnn tor tbo PD'J)OS8 ot 

l.ov1Sbc t.cxoa . Tho CapitAl Cac!""'7 under it• cnntrcct ia charted with tbo 

rtaponlibllit)' tar kooJ>ing to.xoa and int~Ur<~~~co vithln rooa01l4blo llla1ta and 

oo o rooGOIICiblo and equitable baeia . It ahould be cvidont tbot vnlUAtiOII.I 

oodc b)' CapitAl C<>o:IJllll')' rcprcaontatiToa far INCh purpoeo• or £01' tbot mttor 

O!J1 ot.ltor ;w-pcac 11r0 not b1nd!ng U)>Oil tba bank aDd ora ot no Tlllut in 

tlet.cml.nins \lbother tbo ocrrr TDlue ot the ~7 UII04 tar boWtins pre­

-· --~ ccotan>o t.o ita setuoJ. and uocblt ...W... 

o.v .. lq porlnd ot u-~ bank hoi acquired b)' parcbi>H 

ud -cer OllD7 1ndo;>oncllll1t bonka end locCit.iOII.I ~t tbe state ot 

Colitomin , On o:l4h ouch parcmae ar Mrgor tbo quoatico ot tbo value ot 

the banJd.nc rroai••• a.lrmp ba.a ontorocl into tho necot1&t1011.1. lnTor1e~ 

the ••lUna bcutl< hoi aoucht t o obt<>in tho boat a.llowonc• pooaiblo !01' ita 

booJd.ns PN>IIiaoe, rofl'IZ'dleae ot tho TCluc ct 111t1cb tho)' ld.cbt hoTO boeft 

( C<ll'rlod upon i t • bocl<8 , onc1 tho DO.turnl c!colro ot thla bolllt hoi been t.o -

the boet. ~ j»ealblo, In - C<LHS it hoi be«t DIICIIIQr)' t.o :lll.ov ..,... 

U.... tho book TDlwl ot tho "'•Hng ).llr'OUaoa .., acqu1rocl far tbo reuan thet 

•cb l"lliaae otto:. boTe bad an actu->1 TSlua cnnt14..,.~ in UC*81 ot 

thoU boot 'r&lu. 
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1wo:cs tu tole«~ ~ of a 'ftlnot<oa .,d rejected u.. re.t,, r ... ~. 

• pfO!IOrlY OIJ:f h4vo boon CArried upon the boob u IAIId tlO,OOO, ..,,'",. 

$21),000, "'d t.M aur¥e1 8J*:U1od t he land at t?, ,OO onc1 the b111lc11nc at 

$22,500• In IIIOJ1)' auch illetancea tbo !uailler haa d,.,...ardod the t otal 

nl®tion And apecit1cd a loaa on the land value '111 tbcllt reprd to t he 

ru.uo as o 'IJ!\ol.o, lllrthamore, ill inatancoa whore the Capital ~ ~ 

bo•o had mra thAn ona rsu.nf17, t ho ltxmliner frequently baa tole., the lowest 

withoUt .,pre~ to tho date or e ither, In one inltanco a """'IY dated l9;J> 

o.v bon b:>en rojoctod aa too old, and ill another a 1928 &UrVfl7 m:q have 

been oceoptecl. 

Pllrtbcn>oro, ill addition to baa1lla nluatl.ona on purported ap­

pr.Uo.la obviously codo r or " spec1t1c purpoao and not representJ.nc a 

( truo voluaUon of th4 proporty by a cpalifl.od approiaer, tho report ot 

<IXIII>inction is roplotc with stotogento Which constitute crou errore, ouch 

•• tr.lcl.na an appraisal for oomo property other than tho one roportod, or 

speoityi:la as loa~ ornounts purported to hove been eddod ~o the book Y&lue 

or tho pro;>ort:r when tho recorda sMw that no auch addition baa be$0 MAlo. 

In ""'11 l.ns14ncoa the Exonlmr reports that no appraiaal wu a't'Ulable, 

( 

-

end be ca .. hU own oatilllate of the valU4 ot tho proportJ apparently baaed 

o;>on • I"""' cues• ... to what it ought to be. 

In IlOilO illatancos property cenaiatille or a land one! buildillc 

hu boon purchaaod to aocure a ai te tor banlcin& purpoaoa , and upon ao­

"'ioition tho oxistin& build1nc ho.s boon ~isbed and now bulldine erected. 

T~u-Gucbout tho r eport the Examnor erit iciles the addition to tho coat of 

tho land or tho valuation of or coat of dCE>Oliahin& the old buildiDC• This 

praetico would~ to be pr~ -..r, ill ever'/ cue wbsre the property 

is P"rebuod for the purpose or adquir1nc a oits for a ,.,. wl.l.diiW to be 

erected Upon t.M p~rchuo of the J.md, In .,.ch euee the exietine bdldiDC 

hu oo value but on the C<>Dtrar:r 1a a liabWt:r to the utoat of tho ccot 
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of ..-nl• Tha~ capat\10 1a clear]Jo part of the coot ot tbo l.ancl, 

To Uluatrat.o tho uttAr unrcliabilit)' of all of the l:xudner•o 

tWsU'1cot1ona it 1o proposed to sot forth apeci!ic 0,._lu of tho ais­

IUJ S .,.s errore in judpnt aot forth in the toport or examinatioru These 

...,plea constitute morol.7 a cross-section or the report eo a whole and are 

not an attoiiiPt to itomizo all the valuations which arc conoidorod to be 1.­

propcr. It ia boliovod that VOT)' f(Jfl, if 411)'1 of tho Ex&ainor's valuations 

""'be subotant iat ed by o fair nnd impartial appraioal, So """'1 fli'OU and 

obrlous crroro havo boon oado that it connot bo cona1dared that &n7 or the 

!)wlintr1o val114t1ona aro proper until a fair approioooont ot all of tha 

propertios which 1o now in progress 1 em bo oado. The tolloorizo« «Uq>los 

contain a rotorenco to the propert)', a quotation or the Exminer'• cor:ments 

&I'd tho acount claos1t1od a.s loss, with o corroct otat-.nt ot tho facts 

ccnccrn1n& tho l"'rticular property: 

( 45 - Ventura III Sill r 697,84 

"Four-otoey class c building thirto"" yoaro old, ~· x 1001 • File 
indicatca cost of nen building in 1925 was $60,1)9, 25 ond that 
tha proal.soa woro cnrricd et $89,518.1) on Sopternbor 8,1925. No 
u.jor iq>rovaoenta have been oado since that data and it 1o not be-­
liOYod that the property is worth in excou of $1251000 at t.h1.s tl..coe. • 

Tho Examiner's """"""ts with respect t o tho cost of the 

bu1J.d1nG in111cate that be has secured troD soao !'laco in the file the 

cost of tho bulldin& on an entirely di!forent ait. wt>1ch was !emery 

usod !or tho bonJc1n& prud.scs in Venture. The bullding now occuped 

by the Ventura br411Cb, (lflDed by llerch411to National Realty Corporation, 

'""' eroctod in 1926 at a cost of $218, 8):), 65, upon which depreciation 

or $66,)78.96 has been charged oft, It ia clear that tho Ex<mdncr's 

clauit1cot1on 1a due to his nist nko in net occurina correct in-

( fomnticn with r espect to the property upon which he waa placing a 

valuation . 

66 - San Franciaco 11a1n Of!ico 1V Sl40.Q02.oo 

"ll Pcololl Street, Ent.ire bll1l.d1n8 usod for bonlc1nC pUilXIUS· 
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T!lo .,. ot IIAO,OOII.QQ. natod 11r \Ia 7 'ner to ~a ... "- ola p4 

to t.M propert7 'IIMil u t.la Ia ,..•boo 111111 ottloe, wu not 1A rut 

at ~ t.il:lo ....., ""* IGd to t.lat. Jli'CIPGI't7 &1111 a not s,...,._ ill t.la 

prosont book N118o tile •• ot l140,0011o00 1IU pai.d tor the oen :ol-

lati.on ot tba 1-apaa t.M ~ p;•rtr, &1111 the -••Lnnr• 1ae 

contuHcl the t.-., fro;ert<• 1A bU 1"8p0fto 

i 
~ - Stott Mqgica . . II 17eS·" --· 

• ..... AI>ollnt. pai.d tor CIIIICol.Vticn of lou• Doo. Zl,l928 of f7 500.00 
.... capitalised 8lld ldded to 1lorlld1Ac 'nluo,• ' 

T!lo rocordt of t.hG bank ohou that. tho f71 50Q,OO paid 1br cencel­

lation of tho louo wu cbarpd ott u a looo at tho t11oo !!lid wu DOt 

added to tho book ftlue of t he prcpert.Jo 

600 - Loa Anello• .... r otne. m ll.eOOS·Us,6() 

The ~·• clalo1t1oaticn of 1110051245.60 u m on th1a 

buiJ.c11nc 1a 1nd1cat.1YO of t.la ..,..... ill wtdoh he lat cliareprded o~ 

llahed Yoluao Mil, wlt.hoat. diaeloaill& Uf¥ ot hU raUCill or tt>a source 

or hl.o Woraauon, bel arblt.rar~ ~od a Yoluat.lon upon the proport.7 

11h1ch 11 ont.1Nl7 oat of l1Ao with p;:....,t. dq appraiaalao 1'1111 lllll.ld­

ln:,..,. orectocl pt>rUr ill 192S md part.l7 ill 1927 at. an actual coat of 

laDII ml bu.Udlnc ill ....., ••• of ~.ooo,ooo. su.c. that u .. deprocistion 

ot q>'ll'oxiaat.ol7 $600,000 bu - wrlt.IAII ott, l oadn& tho not. -

~ 
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nlue• 1AD4 tl,?H,206.11, IN'Jd1•11,?JO,OJI.?9. 1lda ,_,. 

1ar ~:r u looaW 1a t.be-'-' ol t.be tl=m'lol &trtct 1a 

Lol A118el.ea ODd coutitutee ... ol t.be ~ dMiftllle atf1oe ~ 

tiona in the eta. o1t:r. IU=e 1932....,.. lWt&loo h'OII tho parU.ce 

ot t.bo !'II'Or:dtoe not occupied bf the baDk ..,.,. anrr"C14 ~.ooo Jllll' 

,-. ~ttl clur1nl tho 1-t 'pol.at 1a tba cl.-11011 ot 1933 ODd 

l9J4 t!>U bo•Udlnr ,... Approxia~ en OCCIIj)ied, lhooillr a porcet.­

qo ot OCCUJ)UIC7 .,.U &i>l>ft the C......,. ocellpiUIC)' clllrlJir tbat period. 

Tile preecnt CP!W'niaed 't'llluAtion of tba propert7, cccordl.ac to an cp­

prciw rc:coi'rocl hut tho .bariCIUI .lp;>n.1al eo., 11 &3, ?01,042.00. 

20 - Smnth • Ol.i!! 8treett - Lp! 4pgtlgt m Gs6C).m,f6 
"Louohol.cl proaiooe, 1-. ""'~'1M~ lOY. ~. a.l.l.d.l.ar _. COII­
otrllct..S 1n 1923 cad au ool.d to tho Stockbnl4ore• Auxillu:r eo, 
J\lllo 1't-23, tctl' 89'19, 713.66. PUo icdJ.catoe or1r1aal colt to tba 
bank ~,033 ,300.00 end ccqu111tioa bf tho llorohanto lctioacl Reo.lt:r 
Carporotion JUno 30, 1933, tctl' Gl,4?0,273.47 not. Roproc1uct1011 
coot ot bull<llni u ot llarch 24-~ ba.e\)d UJ>OII tiTO c~iooll, lou * yoor)¥ doprcciatlon, fts g1Tan at G,l,,02S.6<), It 1.o apparont 
hom tho ovailablo WOil'lllltion that tho loll8obol4 11 ouriocl c~ on 
Gl!OWit grontl:r in oxcoaa ot actUAl coot ond C1IIT<IIlt lt&J'bt ODd 111 _ 
ootiaotO<! ..U.uo of $~,000.00 1.o cl.lol1e<l tt:tl' purpooo ot thio ro­
;>ort •• 

Tllio ccao illuotratoo portoctl:r tho 1naccura.,.-, .a.w ..... uon 

11011 to.loo 0011cluai0111 pro+alaot ~ the clueit1cat10111 ot 

bank:1J1c prGDieoe. 
0 

Th1l bulldiJ14 au cCilultructod at an <tl'l.r1D&l coot ot 09?9, 783.66 

C!ld ool4 to Stocldlo1dora Auxiliar:r Cc:lrpmoat1on m Jllno 19, 1923 tar · 

89'19,78).66. At tho - tl.Jio, bouewoz, tho 1ouobol4 intoroet 1a the 

lon4 nne ool4 to tho stocldloldara .lwd.ll.ary Ccrporat1oa t<# 0500,000, 

'>hich vna paid to tho bank llld croclitocl to tha bllllt1a protito. Subeo­

qutnt.q on Ootobor 1, 192S tho proport:r vu ro~chaaed troa tho Stock­

llol4cra Awciliar:r Cdrparati':" tar Ol,S22,~9.16, ropro~ ita 

boolt nJuo at tbat tiM. Bot•oe Juao 19, 1923 llld llt.reh 1, 1927, tba 

4lto ot tha cb&rtor of t..,. Blllk ot Ital:r u a lcUOII&l IIIDI<, ap­

~tol:r Cl90,ooo • .,... ·-t 1n inj:co•-ta and altorftt .... 01111 
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op<ll t.1>:J dAI.O of tho nat10N>l chut<:r tbo I"'ror\7 liU ccrr1ocl at 

••• ~ bOCk valuo or $1, 646,404.'73 . All or tbo tacta """" a....U...bl<l 

to t.~o c;o:r.>trollur of the CWTone-1 at tha~ tl.M ond no cr1Ue1u 

,.~ u1on - 1• of tho bock value of tho I"'I>Orl7· On Juno 30, 193:>, 

t.:.• ;n-o;><~rtY rr~a tro.notorrod t o llorcho.nto llational Roalty Corporation 

.~ 1t& then book value of $1 ,470,2'13 .47 o.nd ita book vuluo on IID.reh 

)1, 1939 """ 1)1, 319,024. 86. 

T"no axaninor cl4osil1os ~569,024.86 ao Ill ond CiYoa aa Ilia 

roason ~boac oct forth above, vhich should bo eerutinhocl, 

~ llo;roduct1oo coat looo do;:roel.Atioo 1n 1934 buw upon 

C1.,. op:rouala 'JI>O ,\51S,OOO. Ther<l navar ..... an)' O!Jlraiaal or th1o 

;>!'OfOTtJ in 19)4, 1'!10 CXl>!:lincrS GtatCDU>t Of tho f1VO OJT,.rt\isola 

•.:.10 lxtaocl U!'O" 0. .JOIIIOrW'.dun prcporod by thO UlX roproaontat1vo of 

( tho C.pltal Conpony for ;>rosontation to tho Ml.din8 Doport iOCnt or 

( 

t.~o Loa MJOloo eou.~ty Aososoor1s Office . Th4t !l01't1on of tho 

:~onort.."''d\C · :hieh tho omminor c:la.ssifios CLG Ci\ro o.ppra.iaCll(.ttt.o.toa 

A3 foll<rJG: 

"iio h4vo tucn up ttc Qlltt~'r or reproduction coat or 
tho iupro\'OliiCnta heroin under consideration <71th rivo or 
tiliD wtat:.n<l.L?ll f1rga of crchitccta, cn.,n:t.noora, c:CX\­
t.ract.ora Wid bu!liJ<>ra 1n tho City of Lo4l Anaeloa, 1nclud-
1r,.; tho tir:l tl>nt pl.:wnod and Sllporvinocl their oroction, 
01>1 tin<! that .luriD& tbo S;>ring of 19)3 t.l'.coe !Jo:,..........,.ta 
(O"~elua1vo or Bonk fixtUros, turoituro, OCiuiP"""t, otc.) 
colll.4 bo ro;>roclucod for considcrcblo bo10<f thoir coat 1n 
1923. llorco.n, li...U. & Cl=t• -.bo -:oro thO orc!Utec~o 
nnd Cllltinoero under ":J!>Ooo cl1rcct1on tho Trona<WOr1co. 
aulclinJ 11111 ;>lannocl o.nd croctod, atato th:lt tho ro­
:ro<lucti.m coot of ""id bUUcling booed "I""' pr1coo - labor 
lllld. ~J~~torio.la 1n !.Iorch 193) r~ould cloool)' " iiJl<OXlJ.Io.to 
¢720,000,00 , Tho \Ulli= S1cpson Conotruction Coopan)' 
under dct o ot llru'ch 7, 1933, stoto " !'tll'ox1aotoly ~721,000 
"uuld bo tho r otllo.comont cost . Wnlkor & Eieon, Architoota , 
sot :)712, 250, 00 no their ~stic:lto or ro!'l"ocluct1.on coat 
(t.:<lro!l ll, 1933). Chas . c . Frye, Ar<:ld.tcct, under dnto 
ot ?o~ 4, 19J3, ototos hie cstin<>t o ot ro:ll'oducUon 
con of .)?04,972.00. The Pozzo Constructicn Coapony, 
Ltd , under dnta of llo.rch 14, l9JJ, plococl 6693 ,700,00 
~• the ro~Jct~ co6t.• 

ffilo.t. t ho oxnaincr l\:15 do:~fD\D.tcd mt •c.7.JZ'a1n1• vee not.hiD; ~DC~re 

lht.n " a~.o.v,.,n~ 117 t.'lc t.nx ~;n-oec:rt.o>tiv", th4t cort41n contrllctera 
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b:d cst.!:>Ot.od 1n !lArch of 1933, a year prov1owol)', t.bAt lxlaod upco 

tllo ;o-icoo of lAbor and •tcri.ula at the bott.oo oC tbA doproiOico, 

!Jic bUil<!inl: could !>o reproduced tar aubetantiall¥ leo• t!laD its 

ori~lnd coat . Thla is not an n;>:raioal 1n M)' oonso or tho vord . 

~ccond Thu oXI11olinor """ alljl(lrontl)' atiVO t~t t~bat """ 

c!osicnntcd no nn tli':flt'O.ia.al in hio rctlOt"t, nno not 1n .fuet an 

o.r. .. oio:ll <1t all nnd theroforo did not Qccopt tho vu1uu 111·acd 

in tho ncmoru.ndua t·o the Aascssar, but proceeded to "o.llOtT" on 

•Jstinattd -:rorth" N: tho property of ~750,000.00 •cor tho jllll"peoo 

oi tllil ro)'Ort" . Th~ exaai.ner aoy be quali!iod too oatimto tho 

,.U, .~ a.• obl14~t1on ar ;>ro:>isc too !lOY D<lllO)' but 11 not 

c:uaJ.iCiod to ll;>;C"Qiao ::"Cal jc-o;>crty nor 1n !<let did ho attoapt 

to 4J?ra1Jtl the . ..rop:trty . Ho oorcl y looked throua.b a01110 tUoa 

o! t'>o t.l.,ital Cocpo.ny and concludoc! thct ho should not allw 

1.84 

( c vt..lUAUon or JROr .... tMn ~750J OOO .OO on tho property. Jib 

C11!1cluni.·m nne not bauod on informat ion f ound in tho filoa t:ut 

( 

""' sin~ly llio auoos mdo for the ?UI"peoo of hie ro;10rt . Such 

'"" orbitro.ry cloui!icotion i8 cl c:uol)' unnnrrontod . Thot ho """ 

obvi?t .. ly \lrOIIJ 1a indicated by tho f nct that thia JR"oport:y baa 

b....., 4~:o·a1eod by thu A=ric:m API~ Coo,mny Qt $l,JS4,905.00. 

Since 1934, c::-ooo r .u>Wa ~ ttu, !>OZ"tion o! tho :..-oport:y not. 

oceu;>loJ 17; ~no bonk l:a\"c !\=W ~135 ,000 JX:r :rc=. 

)) - C<ll!fornJ.a41onttocorx, S:1n Francisco IV $ .077,17 

"Ten Story Clooo A, stool fro.cc 1lrulk and or!ico buildina built 1n 
1917 .:\th ""'' ndditions 1n r c;uo Wilt nbout 1928. (:fl root on C<>li­
k •nio Streot by 177t f~ot on Montcoccry Stroot . Lend io corricd 
•t ~1,050,000.00 end 1u not considered to bo "orth 1n oxeeao of 
$1.,000 .00 per front foot tor 100' uopth. Ap~o1oo1 in tile uivoa 
Llrul .l6JI., 750.00, Imp. ::;622, 500•00 ct o total ot $1, 275, 000.00." 

Tho npproioal too nhich t.'lo ExAainor rotors una aodo in 1931 by • 

<>x rc:-roscnl.<lUvo of the Co;>ita1 eo.pon:y, (R"O ...... bl)' for tba OJUl"j)OIC 

c! ••curtna an oquitallo u;css:ocnt ~r tho ~rortY• tho Ascosoor'• 

-Arkot. V:2J.U4t.1un, halcvcr, is far in CXCOIB of t ho o.oount. of t.bo 
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,ppraiMl· Thia property ..,. purchtuled in 1927 for $1,915,000. Tho 

odjolnini lo~ ,. •• purehasod in 1928 for $100,000 And t.bo buildinc cn­

Jugod ·~a coo~ or $150,000. An oddl.tiona.J. floor, tha .tovontb 

tloor, ""' addod in 1929 And the building ia ncm olevon otorioa And 

not ton •• awtod by tho Examiner. Tho total coot or tbio proporty 

to dote io - lAnd $1,050,000, improve'""'ta $1,191,886.84, tr ... whieh 

depreciation or $302, 559.67 boo already beon to.lc:on. Tho value of 

tbc land is onhcneod by tho feet thot tho bMk oleo 011110 tho od­

jolnini proporty on llontgoaery street, ml<1ng a •l.ncl• poreol "" 

llont.-rY trca Col11'arnia to Pine street. Those two proportiea 

wcot.ha havo boer> cpproisod by tho !aericcn .l.pprsiaol Co. for 

$1,925,000 for tho lAnd olono without giving any considerati on to 

the iap:rovcmcm t s . Tb1a CAao is cn CXlUIIplo ot tho rockloaa diaro-

( &nrd for tho intorooto of the bMk llhl.eh is cvidoncod lr.r tho Ex­

O.Iliner1e volU4t.1ons of banki.ug prerllsoa . Rith nothins moro tl\Q.O 

o.n oppr41ocl mAd.o by n tox reproscntotivo of tho Capitol Corai>ODY 

In 1931 l!Jtd hie bello! that tho proport;r io not .10rth moro thnn 

$(,000 por tront foot tar a doptb or lOC foot, vhor ooa tho property 

lua. dopth or 17'7i t eet, tho E:mainor arbitrarily clnaaifies • loss 

ot 3664,000. Tho directors And tho _ ...,.,t vould be dnrollct in 

t~.cil' duty 1t thoy should <>ccept <>n)' sueh unrocaOCAblo And unllVriUlt­

cd clouiticnt1on. 

289 - Cloy-llcnY<olllOrx. s..n Frpnciaco IV $?1 2. 24§.13 

( 

' Covers three bUUdingo , t11o erected in 1913 end one in 1931. 
l!ouaoo dooignot od bro.neh, :.dministrntion dop<>rtcont ond control 
clooringo etc. Carried high end apprnisod in 1931 <>t $546, 768 .00, 
deducting ~ dopreciation for oight years will bring proacnt value 
to >pproxtcotel.y $45(), 000.00. • 

Tho ao-<:<>llod ~pprsieol to wbieh tho Ex=S.nor rotara """ mAd.e 

by tho tax rcproacntoti'ro or the Cep1tal Co:lpclny. pro""""bly far the 

l'Orpooe of ot~Aaptin( to :;ccur<l 0 reduction in tho aaaocaod 'r.llu:>tion 

at tho property, Tho t;U.l4cy of attocpting to rely upon an cpprciaol 
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0 1.86 

ood• 1!7 a ropro-tatho ot CapU.al ~ --lilT t.o ._ .., 

.,quitablo uooo-t 1a cloarl7 .s-.t.rat.ocl 1!7 tbo tGet that tile 

appraiael ot tbo AMricu AppNia&l Co. Juat eaooplot'!4 11.,.• a 

proaon~ value to thooo prom..,. ot t9l8,86l.oo. 

251 _ paklAAd MAin QUiet xv Hls .m ,o1 

•Cl4u J. Wildin( oroctod po.rt 1n 1906 ON! port 1n 1923. Lot 100' 
x 150' on Broodn¥ ON! l2tb. Property Yaluoa bAvo doproo1atod 
,..toriAU:r in tbia ooction OYer the put o.wor&l yoaro &l>d tbo ad­
Jocont 100' on Br~ ON! 1501 DD 13th now carried 1n tbo bonk'• 
Ot.hor Roal tetato Otmcd account io apprailod at $200,000.00 tar 
t.hc land. It 1a appo.rcnt th<lt tbo CI1JTYl..Dc ticuro an tb1a property 
11 p-catl7 aut ot lino wltb aound prca.,t 447 vulu.oo u land 1o 
corrlod on tho bGDI< 1o booka for tooD,028.)0. J.ppr<liaor rocOMODdod 
o .UUo ot not OYor $1,000,000.00 1n 19)1.• 

1'111• btlldtnc na acquired in tbo t.al<oOYor ot tbo OnkJonc! llo.nk "" 

Docoobor 21, 1929. Tbo total coot ot tbo lond &l>d b•lldtnc up to tbot 

tl.ao na S2,S60,2)1,74, nnd depreciatl.<ln ot a2/.2,2)1.74 bad been cborfod 

ott , Upon aequili tion of the property 1!7 thie bGDI< on add 1 tional 

3268,000 """ 11rltton ott ot the carry ruue, 1>114 einco thot ti.Jia de­

preciation in tho awo ot S26l~0)8.06 boo be on char cod orr. Tho )lreaont 

bu.U.dl.nc wco canotructcd 1n 1923, and oinco th<lt tilte on accr•cat• 

or $771,000 b&c beco orittOD ott ot tho oricin&l coat or conotruct1an 

1n " po.riod ot 16 yoo.ra. Tbo bGDI< boo no z:'(lcord ot arq 4ppr.uaal ar 

•IJ!Ir&Uor' • rec.._,.tiano with respect t.o tbo ruu.o ot tb1a property. 
- . 

'lbo tlwoincr' e clueit1C4tl.c!' tlppearl to bo baaed upon a pure cu.oo• 

>ncl not up(., o.c:t aeC'Un'to or ·4opcnd4ble WOZWition -.ith.rool"'!'t to 

the value ot the piooperty or tho illprOYO..,.ta. 

W - B:roo.dn!Y-Orand. Qnklar4 III Jl6Q. lJS.S6 

"Fivo atcry brlek ..xtorior, stool troao Cltlu C WildinC 1rl.th bclnlt1nc 
Quortora ON! aix otoroe on cround floor ON! 49 apo.rtaonte. Lon4 
carried ot ~2,,6.50 ie boliOTod to be croatly aut ot line vith 
•ound Yaluao and t otal 1nveot.ont io execaaift 1n viow of depoolt 
liebU 1ty ot br&ncb. teti&tod Yaluo not in oxcoae ot $)00,000.00, 
lolt no appra1oal btle boon mda ainCAI 19)0. • 

1~ 1o e1Cn1ficut that p. tb1a 1notonco tho tu.ainer d.J4 not uae 

tho flcvoa otctod 1n tbe Co~~ Conpony eo celled oppraiael, lilt 
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.-rto4 that no A~ bu - - &bee 19)0, 2M aa on1le' 

·~aal 11'1 tbe Capital "-"7 tU.. 1Ddic4taa • ftlllo 1a 1930 ot 

( IAI"I $)00,000 ....S iaplo<O-ta 8265,soo. ID other t.aatMc• ....... 

( 

.( 

the £xo,D1Jior bu ..... 811 oppraial tOOIDd 1a - Copit.al c_.., ru.., 
u.o appro-1141 bu bo(lll uae' to fix the n.lwt ot tho ~ ......,.n­

or ito dAte or tho FJ>OIO tar abicb it -:1' bon boon ...SO, 'f!lo 11<­

l<linOr'o comont a indicate that hia claaaiticotion ia to a croat ax­

wnt bcloo4 upon wbo.t ho conaidore tho ADOODt ot tho in•oa~t oh<Nl4 

bo vith relation t o tho IUIIOUDt of tho dopoeit Uab111t:r ot tho bnncb, 

:nil it 11 ovidont that the naaunt ot tho ...Uuation 1o a pure auoaa "" 

tho port ot tho Exudner without COillid ...... tiOil or tho o.ctual n.lwt ot 

t~.c prestooe. Tho ...Uuo ot thio land bu in taot ouboto.nUa1lJ' in­

e=ood ainco ito acquioUico b7 tho bolllt, and tho propo.rt:r procl\lcoo 

a _,thl¥ inCOCIO ot opproxiatelJ' t;!,SOO h'ool tho portion not occupie' 

tor bnnld.ng p~rpoeoo . 

35 - Son Joao tAAin Oftico 

•ottico ~ina, nith bolllt1ng qWlr'tora on grO<IIId tloar. Po.rt of 
bo.Udina ia ton atorioo , bo.l.anco one otory, Lot 1261 x 137'. 
Prcoont IIOI"th io not belieYod to bo 11'1 oxcou ot $800,000.00. • 

Thio 1a o oloao A !Jujldlng oroctod in 1927 at ao octuo.l coot 

of $921., 7)9.22, !'roo abicb do,.....ciotioo ot $208,62l.)S bu boon de-

6Jcto4, 'r!lo land olooe =s approieod in 1928 at. ~.ooo, and tbe 

optniaol ot tho A&lorie<m Appraiool Co. Juat coaplot.ed 1ndieot.oo 

• Jll'Oaont-do:r Yo1uo ot $1, 4011))6.00. ID ot hor wordo tho II<Uil'ler 

Ci•es o III claoaifieoUoo ot ~52 , 72).49 boeouae bo cloeon•t bolion 

t.bc property to bo worth ooro thAn seoo.ooo.oo but tho proooot ap­

pr<>ho4 voluo by higbly coapotont md quo.lit1o4 appraiooro 1a 

$~,000.00 in ~ ot tho bock vulun. Tbe Ill olaeaiticotion 11 

~o1y orhitrarJ an4 cannot bo jWitifiod under an:t cirCUIIIIt.aocoo. 

10- ,.. ... U ffi(,?.SJ6.SQ 
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'3' ~u!lCli::.C INCt Od ln 1926. I.&nda.rried At $}52, 5)6. 5() VN -

( 
pr".loil I> 19211 r.t $190,000.00 and aw~nt ucon roftn onl:f to 
l,.e:!l ., .. l\:.l•. 

:188 

'!..c ~JO·CJ\lled 1\!)pmil::ll to vh!eh the !.xcainer rt!era h o.ppnrtnt]Jr 

r:. ""'IV'Od aavrJ ln the rnoa or tho C"'!lltl\l OoCl!)M,;', Md l\l t houGh 

:.:.e I : .... r.lno~· J:\IOd ~11 v<'llU."'.tion o! tho l..~d U!)on thil aurvoy, be 

~s:e~"rd.Od ~he (1\ct. tl\."\t t he SN:lO eppr:\hN. vttJ.ued t ho 1aprovemonta 

:o.t t....: t! cxeooa o~ t ho C:u"r"'J vnl ue . ?hll !)l ""Oaont book vnluo of this 

p:o,c:-t;· 11 $651,;o2. 71 , o.nd the Aas.eoaor' o I:IX"ltot. vt\luo tor tho 

jt.'\1: l;)J/}'3 II $729.6oo. ':'1:4 pr o;>ert)' !>-~• '!>eon :\;>prnlltd 1>7 tho 

.~;»:ic.--" Appmlll>l Coap!11'l7 !or $1 ,103, 226. 00. 

IV $lq4,61!.3) 

'X.'\1.::; , .. rt o! b.~ building is s~T."c:: stories, ~,..lr.nco one at of7. 
CoT;;rt covo::U ;>'U"Ct)l t , nd.Jo1n1ng, pu.rch.. ... ae4 t\t dtftorent tlmoa . 
!l!ill.!:lCI t"I~N ro!llodol~d 1n p."".rt :md p::ll"t nov conttNCtion. 
Ori-t::. .. J. :"rlco p:Ud tor the building• w.'\a continu.ld O:"\ the book:t 

( 
".\ !'ull "~:tOU."1t "'nil no nl.low:v1co c."':.(!c for wrocldn.s. Joqk T:\lUO 
o! t~ ,roport~ 1'\t th1' t ime believed to bo sro:o.t).y out ot line 
v1t1". eurr, :'l;t "1:'\l uoa tuu\ "'ort!\ iG ont im..'lt Od nt $75(), 000.00." 

Her~ ~;nSn tho Z~i~or el~aa1fios n l oea of $474 ,000 .00 bo-

t-".u.-:.:, 1; h atro.t od, tho boJ:o: 7:\l.UO of tha property 1a boli ovod to 

'•) _o'.!.~ o! H:'!O v.d tho ~.o.1nor I!Gti.:i, .. !.~s ~he vr-l~ t o ~o $750. 000.00. 

1.a f•: ~.s er.:l ")13 t.o t orui."lod, :to co::;;:>l!)!.C "'="rt\lacl ot t~1D propa.rty 

e~r~ .. •·.:-.~o •tit:. 1nceac tr.x rogult.ti?::a. t!\o coat or tho land o.nd lN.ild.-

1~ ..... :>l .. eot! 'l~ tho booka r.8 tho v:o.luo of t ho l Md boc:-.uao t ho 

b·.:.1l(J.r..:;a t::ocaol\'OI bOO no vru.uo wb.._"\tovor Sn t!:\o pu.rc~ao of tho 

( 1!1~to fc ;;o ';.: :o...~:11'1(; protliaoc . ~0 ~incn•s ('l.r'b1tr"\J7 cl .. at1t1CP.Uon 

:-: l\ lo~s Ui)on thooo pre:oiclla 1c not bt\sod U?on u~ r.ppr t\itrl. or 
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(. Jltr<Cd I! taJ,CW'5.U 

--.- otor:t rolntoi'CH -=-ok bol1141zlc Ol.Mo .1.. htiJIC """"''" 
o."•\ COO o \ 01'0 Oil ~ noor vl\11 110 otfiCOI """'' ~ 111 1919 
prot roconotrucuce coot of bla1141llc "' tJ.li5,000,CO wUh 1M4 
•>l""d ~~ $22.5C().co. • 

!l'bo ourro:r ro!orro4 t o bg tbD •x••laor '11M nppt\rollt~ pi'OpMOd 

1>1 o.• oap1o:rto of tho Or\p1 \Ill Co"1>"'17, ond .milo an4o 111 1939 

oat !,.a'\Ull4 tho rocoGOti'UCUOD coot of tho lnl!.l41zlc 1\t t1250 000, tbD 

110tw coot of CO!IotrucUOD of tho bll1141zlc 1D 19:!1 tho 701\r bot oro, 

..,. $206.96\1. 67. U 1o obrtoua tbtlt tho puporio4 oano7 CMDOt bo 

co:!lldoro4 aa llll appmill\l of tho propon.,, !llo <IPP""Ioal of tho 

.....,,,...., .t.;>prlllolll Co. juat Cotll>1cto4 1114!CAtoo A prooont ftluo of 

$,256,666 , which la nbotonUo.l~ 111 oJ<COII Af tho prooiZit book 'ml•. 
1!09 - Pft!oeh,..Az:w)rtcan, INa rrnncleeo I! 110Q.!Q().OO 

( •6o• x 103' on .-uor Stroot, 'l'on otor:r 01MI .1. bol>l< N>4 off1co 
b\1.1141114, ono put oroctod In 1907, AMIUoD orocto4 1D 1912 1:1114 
throo otOI"J br1olc off1co lnl!.ldl.ng orootod aboUt 1912. IAild otll'­

rlod hiGh ~t $295 o565· 3S end ~ppl':\loed !.JI 1931 at $1911,000. 00. 
B•Udlr-4 V!\liUI nppoAI'I fl\lr. 0 

( 

'i'M oo-cal.1od Appr lllll\l t o vh1oll. tho JzaiUnor rofon .,.· Dl\4o 1>7 • 

e roprooont.,Uro of tho CoplW Coct>N>T for ~ M4 llliVN1Ct ~·••· 

jlthouch tho kmlnor l\Ccopt-.1 tho Yo.luaUOD of tho lQd cM\olM4 111 

lbc ~1111. bo t.loro~c!. tbD ~~..ct th<>t tho """' 1111n07 ohowOd tho 

rnlllO of t ho bu.Ut.IJI& t o bo $75 ,000 1n azco11 of tho tileD book ftlu, 

1\ It boltOYOd tMt tho ~DOI'to c1MtlfiCilU011 It G10lU'~ -· 

~ ;>roport;r """ 11t "l> on tho benk' o 1>oo1<o at tho Uao of Uo ao­

q\lhltion " ' Ito then "PP""hod Tnluo for " toW of t 629,66li.10, 

freD wlllo.\ <loproo1nUon of $172,49h15 liM 1\lroaq 'b- chor&fld off. 

¥1\hln 0110 )'IIQI' Aftor no -'•UIOD • offor t or tho p1ll'Gh6ol of 

lho l>J'Oi>OI'\7 for tno,oco acc..,.,...tod 'b7 a ouh 41pooit of t25,000 

""' I'Ofuood. !llo 'bool< Yo.lu 1o $1157 ,.aoo.oo •4 tho appn.ioal of tho 

Ar>ort...,. ~1111 Co. obowa a prooOD~ ftl""' for thlo proport7 

at i!la2,5J5.CO, 

• 
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( 00.0 ol017 d.- A W1'tr• I ' a II 'Js , 1 e.•. 

!bo ~~-' wU».- 1111 I Ia Jill .. a ...a fill ln .. II' 
wil!loGI bolUla ol ....U ..... a ,._ • 1 1 at ... Jftft ... -

oi.AOO lMl , ... ..,. ....... ,. Ia - fll tlloOIIO ... -- ... ... 

0rt. ~ aOn.-1114 ~ w WS& Ula' l•r Nlwt- _.. 

111., ODiJl07'1'1 ot Ula OlplW Ourr r --~tor._ .,..11111, 

,. t~o lolU4111C " ' ""'' '* _. ~11 tlloD ""' ,_ oU. Iss t ?M;r, 

u.o effort. • o .- • ......,U• la till MIIHIIl ..-as.- -
......, .. N 11o- u. our 1114 O:Joat:r An 111ra• - .,...._ 

""' bot !! ll:l ,,.,., •• of till t• •• ~ ~ ol U. pra; .,. 1M 

':loolt ...Uao ot t))o propen, 11 tu,._• -' lt llol ,.... ;; 1 ... 1lir 

lllO .I.Dor1""" .twralaal 01~ r t• t115.~oo. 

!l'bl toJ'OIOllll aa.ploa ara ~ ot till _., '" willA aU ol 

lbo 't01116UOila b&Ya lola ..., M4 loaaoa oa\la\tlll Oil ,.,. OllUI'II ll" ot 

U. porooh ot 'bNIIWic IIIJ 1 •• -telllo4 t.a thD ropon ot .._...u ... ol 

~~~~rc:. :ll• 19)9. Wo plll'JOM -u be aorwl4 ll7 collie ~ tb1 •Ur. 

llol boc.'\llll ~~ ll mila• trc. Ula CI'OII lftOI'IIo llll-lo a4 Oil~ 

u .... IOhtoh """ m....,. s.a .- ·•a.llllt.UOII -' Ula aun 'Ill' II u­

'""' bo - 1Mrlll 11 ....,IIIMlr -Ualllo IDl •• ...., .... tor -

;>O>:>CH. Au.--... t))o m.w laUoml 11M' '•r .... w t.a u. 1IMR 

.......... 
11\ol....,...h e.>o'-W 111r \1111 o ·nor M till ap:~ft\&1111 .- willA Ida 

Ylllut.Uoa ""' 111141, 

n ia •I.GDlll-• to 110k \11M .,.. o1 a •ow '"'* ....- oa * 
( 131 llJ'OliOrUoa ol IJI,IllloiiDlo tM = ·-OlMaUllll t7 ,,,IJI M ICY 

1<14 $).176,6)5 .. «u "'* a1 a a 1a till ..,.. u u.n _, .,.., "• 

.. to~ • - of .. loalt ft1w - .. -•lu.•n.,.• .__.,.,. U 

C1Aol04 ill - -· 1D ... --- - M If, I'W -llllzpl'~a, Ia till 
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IQI .1111olco lla1n Ott1.,. (lllt.e p. 11) \he - ...... tt.e\o4 \het. -' 

( ...l=tiaD..,. •• u.-w at .. ~ ill - at 8;2, 500,000- cl.ua11'U4 

$1,~,24S.OO "' 1m. In \he s.e:r.-t.c lla1ll ott1.,. (.IDt.e p. 2S) J& •­

....,, or be oot.!.aatocl \he wort.b t.c be f750,000.00 - cluaiti«l 84741614.20 

01 
fiV. llon7 ol.ail.Ar -.pl .. fllq be tcomd. It tho -t. ct tbe -

ot bOck vdue ever tho llll&lliJior'o vuluo.t.ioo 11 claoo1t1ocl u IIII ill ..,. 

c.ac ..m:, al.auld 1 t. be elua1t1ocl u 1I'l ill 011otbert Jo .....,.""" ....., ot.ot.ed 

fer tl\11 d1t£oronco 1n Claaaitico.tion CID CCliiPU'QblO proportJ.oo, 

It 11 1apoaeibl.o to c:oocluda troa AD ex••1nnt1oo ot tboae 

nlllatiaol t.bot. tbey rcpreiCilt a fair ....J.uau.., ot \he prcpert.ioa C<JDCG'Ilocl, 

tut "" t.bo ccct.rvy it uwld "Pl""U" t.bat aa t.c t.bia t>IIU• ct tbo rc:-t. it. 

.,. stortocl 'Oith t.ho dot.cra1nct.iClG t.c abow a lou aDd tbot. tbo looo .. ,....,, 

thuctGt-o, aec>t.torocl in<liacrlllilll1tc4 tbrouc'> tbo Bon):lnc Pre.iaoo accoomt. 

l'hl cws1t1c~t10<11 co.nnot poaaibl)- be ouatainocl b7 rotorenco t.c &liT fair 

( ar iopo.rt.id wluo. t10<1 ct the Jl"'portioo. 

c 

Ac tho cliroctora bD.Yo proYiousl-7 GdYiaocl tbe Cooptroller ot tbe 

CUrroney, at tho lllliSOOtiO<I ct the Chict ll4ti0<1Al 8Gnk Exuinor ct tbia 

dlctrict, OW"'iaalo ot thcao proportioa ,..,..., heine llado b7 tho .berlCOil 

A:>;r>iool Co., a Mti~ mow oDfl ~ c._t.cnt ep;orU..U C<JD­

ccm abicb firll UU ll\li80at.ccl b)" tho local roprUC!IltAUTOI ct \he eo.p... 

t:ollor'o ottico. Thooe llp;ro.iaalo bo.YO a .. - ca.plo\o4 - ~ 
tticb arc wluocl ill tbc report ct eyrn1Mt1Cil b7 tho kt1Cil&l Bolll< Elluliner 

•t ;u,a34,llJ bD.YO boon aPJ1rGiaocl b7 t.hil c~ at $)),060,~ takiDC 

tbo land at ito present dq 1001 ..-kot YBllM Md iapr.,.,., .... ta at re­

proc:uction coot lou deprociat1oo, caocluaift~ d....,atrotinc tbo Ull­

""U.bW ty 0£ tbo vo.luo.tiooo pl<Lcocl 1n the roport ct omaination , Be-

i"l'<Uosa ot tha authorit y ct "' lbtiCIDIIol Bonk Exuinor tc clauity • loot 

upon bonldnc proD.I.aoa vhicb arc carrlod ao tho boolta or tho bell\: at. coR 

le,. dcproclAtion, aDd it 1o eorioual7 qucatiCilocl tbAt u:r ouch cwtbarltY 

<Xiato, it la cvidant tb&t 1n uq c:aae ...ell loaao• ...,..ot be ;C'OJIGI'~ 

closoitiod oxcopt upoo a fair and iJI;lart1.0l Yllol~aUOil of tbo I* 
1 
.... ~ 
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~ quall!iad appraiocra • U 1a olwiowo U...t tbo itiYeot..ont 1a 'bllnl<:1nc 

( pr<Di"''" io on 4ft onttrely clitt'cnmt bo.oia h'oa the 1anot..mt ot the bonk'o 

1\1111• 1.n obUc~tiono n!>ich """ roquirod to bo. colloctod 1a order to rcallao 

u;»n the l.nvoetmcnt . BonlcinC protdae• coootituto o po,._,ont 1avcat111811t ot 

th• bon)c'o !'undo, ond regard.loso of the appraiao.l n!>ich ..,,. be plocod upon 

ony port1culor }>Orcol of lond, its V<tluc to tho bo.nl< it dorivod by reoson 

or tM housing of o branch of tho bonk for tho cond~t of ito buainou. Aa 

l"'<l •• \Mt buaineoo 1o cont!Jiuod at that l ocation, thoro would bo. no oc­

eo•lm for M'f lou on tho property. 

2 . There 1e no authoritz in National Bonk "!?•'nor to claaeity 

4 lose 1n bcmking prEUdaea. 

Tho ri<:ht of a N~tiono.l !loank EmDinor t o clauif'l "" • loas OOT 

;wt or tho bonk' a invostoant 1n bonlt1nl: proelooo vbich 1o carried upon the 

( books at cost ond fro11 11hich depreciation in o. runson~ble anount boa regu­

lArly been deducted, MY vnr-1 YTcll he quootionod . It 1o not bo.Hevod thet 

any a.ut!lority ).~Or su'cll a. proeoduro oxiete 1 and trca thoir very no.turo bonk-

inG ~aiooo.o.ro not oubjoct t o such classification. 

Tho ·l;"~ctico of cloooi.fying loons and othor invcotacnts aprings 

froo ond it foundod UJl()n tho theory thet thn portion ot tho bo.nl<1a assets 

lf.Uch 1a lnvootod in obllg.,tions of one aort or onothor 1o cnl1 worth thet 

'11.\ch .._, ultiaatolr be collected upon thee. Lonns, diocounto, bonds ond 

ot!>c-r obll&c.tiano ~ repreocnt a promise to pe,r 11onor. llhen tho bonk's 

ocnvy 18 invcstod in nn obligation, obviously tho t:orth of tho aasct de­

ponds upon tho prob>bility of r epayment. It tho obligation is repaid, the 

invostncnt h.oo boon recover ed in full; if it is not rcpQid, tho invostooot 

h.:i.:J proven o lo:sa. 

:lcturolly, therefore, in dotorainin& tho condition of a bonk 

~hrwcl: on OX4Din4tion, it is ncecs=Y to det~r::dn• tho probobillty of 

colloe~inn of thn vnrloua obligations 1n ahich the bonk boa invested its 

~. Under tho Conoor proctico in bonk ~tiona, aeoota of thiS 
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1t1<01bUUl" ar ·~··· tbaeo tema ......, ~q a;JPllcallla to - .. pt.q 

daferipUve o! oblipUou IWI* a .. tJDc a I*'OI&1M to "PI3' -· A 

e14u1!1cmUcn G8 "al""" i.adJ.caW tbo.t tho I*'OI&1M -. cood, but. -ad 

bo o1011 in 1"'1'""'t; •doubttlll• in41catod juat wbat tile tora 1apliaa1 

ond U1o cluoit1eo.t1on Gl • loaa• indleo.tld tbet It vu not 1feUnod thAt 

t!le prooiao r1oul4 avor be portormod or tho bonk1a 1101101 roo-. 

Undor t ho roviaocl proooduro 1n bonk OlWAinAtlona, tho dlll.pa-

Uoo ot tho cl.Gaa1t1eo.t10ll boa bl>al ehoncocl, &Dd tho •a~ eluaitieo.ticm 

oOll.al.oAtod, but tho """"' tboary 1a still a:;>pl.iod, DODal7 tho .-.,. 

ot Uto oaaot 1a dctor:dnod by tho probo.b1lity et tho ro~t to tho 

bcnl: ot tho DODO)' ro..,o~tod by it. 

lt ro:y ovon bo COlleoded tho.t these eloaa1tieo.t10lla lllllf be •?­

plied to other rGal catote cr.m.ed, oltboucb llllch roal oatoto doea not 

( cClllolot or o ~or.doo to pe.y money. SUch rOGl oototo dooa not roproaant 

• tl.xed invoot ... nt 1 but tiWit in tho courac ot buainou bo oold far 

c 

ooooy or o )ll'Otdac t o 1'117 "'"""Y w>d thoro!'orc ovcntUAl.l¥ rolllllt 1n " 

CIXIVOl'Ol<>n into DOll C)' • To tho cxtont th.>t 11\lCh reU oatotc ao.y be 

~IJ'tlcult to aoll or to tho extent tl".dt it liD¥ bo conaidorod I.Aprobo.blp-

Ol' lu;<>oalblc to rOGliS<> "" aueh a aolo the Ml ..-mt ot ita book 

.-..!Do, it lllllf bo eloaoifiod u " dcnbt.tlll roe<1VCZ')' or a Jll'Obo.blc ~a. 

lllt banlciDc ~ctdaca cwmot be eonaiderod em tho - buia 

•• on ol>ll«o.Ucm to pq oancy, nor on G810t vl\l.ch 1n tho CCW'IO ot bua­

lnuos a.t.ot bo ccnvortod into 11011")'. Bonldnc [1Z'CI!dloa oro " paraonant 

lnvoatacnt ncooas1117 tor t ho c<mduct ot tho bonk' a buainoao. u lcmc 

•• Uto bcull< continuos 1n oxiatcncc, it 17ill continuo to uao ita bo.DidnC 

pr«oiaoa Cor thot JlUX1>0IO. lt 1a not conter:>plAtod thAt they 'llill mt CJ>:1 

Uao bo canvcrtod into 111011ey. Thu lend itaolt Ia "' (MI....,.Oilt G8 CJ>:1 

'!!Inc ocn bo, and noraol doproe1D.t10ll proridoa far tho o).lainr.Uan ot 

tl>o eoat ot tlw l.aproY ...... ta by tho t U.O they bAvo outlbod tholr ua~ 

Mnilto . Annll:ll oxpcnao ot "fllll"Old.ne~ SSQO,OOO. tor ..c!ort:Uaatim, 
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a.t...rr.tion and N,)Gir is enarged to operllt.1ng er.wnse. irlha.t oc~slon eu 

( t ... r b• , t~n, for scyinr tiY;t c. lo:.s is prob4blo on a pu-t.ic:u.l: r ba.ttk­

l'1f" ..,UJ• •Mch ~ huvC,t coat $100, \X)() c.nd ia now c.c.r:-111c. upon t 1"* ~ok:s 

" t no,OJ~? Suppoue tlw appr~1s•~ vo.l.uo t.od~cy io t75,000, woo.J.d Uc.t 

bo occcaiQn rQr aoying tl~~:t • l oss of $15 ,000 is prob•bl• nnd shoo.l.d 

tt.:Nror"' btf chnrgod off? Such o loss trou.l~ n()t bu rccogn1zoC: b)r tilt: 

Jru: . ..n"' Ta.x Division of t t"k.: t ·reasury DcpartOant. "ey? Buc"u.a.: thvru 

Is no l ooo until tl"' pro!J"rty is sold nnd tho losa rur.lhod. Ho• cru~ 

it 1:. ""1d thot c lou 1a proboble 1f t!lo proporty 1a not inwndod w 
4 

h :oV ? Ap,>r&ia~ vcluu at bast is h v~gu.: ana unear""in t.hi.na. 

~r~ .. t y;..lu4 NO' fluctu3.~ up or ~!l CIT bwth. Uot\(1 .)f th4#se tb.:lnga 

::!f~cu thr.. vclut.) of t.hr. property s:s a bt.nkinr l\olc&Uon, ho• cv.:r, nor 

~'' :wt\ICII!U")' ILdjunct. for the co:tC.uct of the benk'3 bulinuaa . 

furthur evldcmce or th~ i=propriuty or en flt.tl)r.pt-od c.Utaslficc.­

Uon of bt~.nk1ng pf\:~t~1ses J.s rou.'iti in th.:: r uvisvd procedur~ for th..: \!XGa­

in:aUcn or nQtionnl b~nks heretofore rafvrr~t to . lt h t::-~~.~ro providt!d 

<:UL lo•n• or portions thereof sl~ll be cluas1f10C: in the groups •hich 

·.~re set forth t..s follows : ·. 
l Loc..."ls , t~ re?S:;nent ot '-!ll.C:l 11 .:11sured 

ll Loa:1:s , L"''vol vintt elecent...~ ot risk but. not. 1t 
ul!.ia:lte reoayxn.t is reo:on•blo c:.suNC! . 

111 Lon."'ls, too collection or w.Ueh h doubttu.l 

1V l.o'".ns, regc.I"Ced u ... 'lcoUectlbltt 

It. r.:u3t ba notild that e=cu cla3~if1cat1on 1a prod.ier.tttd upon 

t r.• ;>ose lb1Uty of DJ~lll:mnl. or of collocUol) of •.n obli,ction . T!w 

elu aHicl'lt.iona aro limi ted vntire.l.y to ~sac.t:s r"preoentut: by obligations 

for t il.! p:qr:.ui'lt o f r.~on..,y. There is. no r .:f orunct.J to Cl(I.SOiflcat.ion of 

( 1"-:":.:..:'l..:r:.t i nv ... atr...c~ts in bU&lcin& prumisen, wr..1 i"ron t,t...., ir vury nature 

·.: •• ~ &1\.1 '\Ot subject. to tht. s&."""A# groupL..,&: u aas-. t.s •hich 1n t.r... ol'\!incr"j 

~::toJrh or tuslnusa mst be conv~rt<t.; i.!'lto :ontrJ • 

It 1a t bo.roofore believed t hot ror~.-.:: Lou of thu vuu. ~t • 11icb 
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1111 blllkinll - hu - ~. it 1a ftOt proper to lMI.IIde I.D tbo 

( nport or ouai.D&tloa • claui!iut.I.DD ol 8Q7 J1U1. or Ua boot ..u.. u 

d«'>U\11 or 1o ... 

Tbt 41t'14tp4 ppllq ia "''M!hk M4 wpm. 

The opecitlc cr1tic1au Mt fortb 1.n tbo letter of October 2, 1939 

be'" now boon IIJI.,..red, but there are eo• uttera or pnoral conaideratioo 

whleb app&rent}¥ he" been over1oobcl by the Co.ptrollor and ohould be 

celled to hia attontlon. 

There 11 I.Doorted 1.n Exhll>lt 7 t. achldulo ahoo ln& et.mln&a Uld 

dl~ tor t boo poorlod rro. J""""l' 1, 1935 to JIIDof )0, 19)9. Thora 

.,. Uno tactora d-tratod by thia acbo<!ula wblcn are puticular}¥ 

!aporW>t in a conolderation or tbo proprlwt7 or dirldeod pqanto. 

J:iuL o&nlinEI rro. current o;>ero.tlnno heYO conobtont}¥ incrouecl 

tllrwj;bout tho poriod. Stcond, m or all loaooa on 1nano and innat--e ... to during tho period occurred on 10>.111 u.do prior to 19)2 and -' 

tboretoro, ruaeonab~ bo conhiddNd non-Ncurrinr . IJW::sl, during a 

pOtrlod or 4l yoaro " to~1 or l 20,500,000 baa boon addod to capital 

llln<la • 

It ohould &lao be borno 1n ll1nd t nct tho.no are 350,000 atock­

boldJra who diNct}¥ or iDdirect}¥ pertlclpato in diddanda paid by tho 

bani:. A larp proportion of tho:oe atockboldera conotituto pert of tba 

2,::00,000 dopoaitora of tho bank. Jr11f cbanso in tbo d1Yidoncl poUcy, 

tt.rorono , would diract}¥ arroct a larp nu.ober or dopcaitoro or tba 

bani: tnd would indiccte • 1'6trogruo1on 1.n t hoJ otrclra or the bank, 

•ho.ro., tho contrary 1o true a a shown by conaist.Jnt}¥ lapro•inl eam!nss · 

Ot her tlwl oubject t.> thu 11aaltotiuna la1>0Sod by l&w, tho tlae 

• bo.-n tnd a.ount or dlvidoncls which wq proper}¥ bo pcUd ore uttors witbln 

( t ho diaer..t i on of the Board or Directors in t r» norciu or their bdst 

. Jodp.,ot . The Colq)trollcr or tlw CurronCJ bAa uprasaud t be opinion 

lbot U.. -unt or t he di'l'idoncl rate is exceoaiN ancl bu u aorted thet 

tb, -nt or dlYidbncls at tho pres.:nt raw 1a 1111 uoaoto ancl wuoOUIII! 
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,wcctl••· Gn.•t n.opoct 1a hul for tbw ~u..r•a opinloo , c.nd b1a 

cr!Ucl- ..._.., bocn cuol'ull:f atudlod • Tb.o l!oGrd o>l Direct-ora dooa net 

l.(f>• • ith t ho •pinion ot tho ~ll.r w1tb HI.,.Ct t.o tho diYidGnd 

row, end 1t ia ttw1r conaiclerod Jo>d"""nt tho( und4r all ot tlw ciraut­

otcncco aut for t h heroin tho dividend rata 1a proper llJid not aubjact t.o 

cr1t-1ciea. 

ll REAL ESI•TE COUC~TlON 

Tb.. C,• ptrcller'a letter ot Octob;or 21 1?)9 atatea t hLt tbor.o 

l$ ::a \ll'dltrrt.nWd c.JnCent.r~tion ut tbe b3nk 1 a o.IIOtl 1n 1'\Jal eet.ato q ­

[Nr. U:;;: l94,oo.l,OJO, c.nd tl>t.t this c:.mcentraUon 1nclo>daa t.bi> r•al 

, st.ot> u...S for banl<ing prvaia..a, t ho bonk' a inYoata.:nt in • rcbant.o 

'"'1Jo:.l R<.Cilt;y Corporation u.nd .U.so t.bu r..al oatota eont rect.o with 

Celif>Mlic Londo Inc . c.nd C..pit:U C•mj)bJ1)'. 

ThJ t.ot.ol i nV<I&tmont in ruW. pro;>erty uaud f"r bo.nkint ~roai$81 

is cLrri ..d u.>On tho boukB of th·• bt.nk llJid llurc!WJ\tl Notiunal Rholty Cor­

..,rotlon ~t t 41 1042 19051 ea .>f Doccabor 311 19)8. It 1a tho. opinion J f 

t!o. boa.rd of DiNctora t lx.t tb>se ,rop>rtioo on t bor.ucl>l,y sound uaet.o 

:.nd aro necoaaary for tho propor conduct of t.l>.o b<.nlt' a buolnou. 1h1a 

"~lniJD b aubot.u\Uat.od by currunt. opprt.ia!..lo ~~ tho prop.>rUoo ruccntl:f 

co:>,>lotcd . Tho occupnncr expense of tiw b:.t\1< hoe at..o<dU,. docrer.aed sinCe 

19)2 ...., t.b>ush during t.b>t. pori:xl 83 odditlol>U b~ J>Ncdoeo were 

:.dd.O. . 

It should bv bomo 1n •lnd tb&t with tow axceptiono c.ll of the 

""J >r inv•at.,.nt a in bonkinG J~Nmises conoiat of buUclin(e auitnblo for 

oto.r ~posua ~• woll 41 tor banl<ing procdoaa. Thoy ropNeont aound 

Flortbn..,.,ru, tho bonk' s inYest.,.,nt is not contl nud to 4 oinclo 1oc6tlon 

•r c>....,ttr , but t ho banl<ing pn.aiHS ore locot.od t!u'W«b>Ut tho. St.L.te 
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~i"'rt1•• :u>d tho bcnk'e inwateont in t'-. 

for oxc.aplo, tho J.&rcvet aincJ..o in"tt!Wnt in bWJ.nc prvwoa 

oblca 1a c<.rriod on the boob of tho lorehonta llcU~n&l ReA1t7 Cor~raUon 

Is t ho buildln« ct 7th and Sprint St Neta in Loa Ancoloe, at which is 

tocr\<1<1 the We Anv,olee lldn Office • Thio propoort.y conliete of a 12-otozy, 

cl.,• 'A", ewel and concrete of fice building erect4id put in 1925 and pou-t 

1n 192? at an aetur.l coat for tlko l4nd and building 1n oxcou or k ,ooo,ooo. 

Tbis buil.cli.'ll! b locaWd in tn. bacrt of tho financ!MJ. diatrict of r,.,1 

"""• It - or the .oat doal.n:l>le office bul.ldin«a in tbor enU.... Citr cr 

r..,, b~t"1u. O.er tho sevea year por1QQ, flooa 19J2 to 19)8 incluab~, tbe 

t.'firli~ runt:.l t.nC~JM troa tbe property, exclua1YU ot the portion uaod. tor 

bo.1ki1lg pre•lses, hoe b<oon in excoso of C2J6,ooo.oo poor yoc.r. Obrloualy 
• 

thv vo.lu. of thio building 1o not d•pondont upon occupoz~cy by tho bank, and 

It hA• NContly boon apprclsod at $),701,042. 

Tho rval oetnte contr:.ct• with Colitornio t.nds lnc . and C"pitel 

Co~Jll"Y will horeeftor be discu.osod in dot:.ll IUid•r ••porato headings . It 

1s noM tlvlt th<loo contrecto """ <.lso included in t l>o r:x....1n•r'a chasiti­

<otlon Of t l» lorgo lino or erodit to Trane.,.r1CA Corporation. Obrloualy 

tbo controcto C&MOt bo co:>lidon•<!d "" Otllor Rooal Eat...te and at tboo ea.-

tbe u obUtatbna or Tnn......,r1co Corporation or ita auba1d1c.r1oa. It 

11 roOt boU.ved that tbooe Nal estate cootraeta or Ot h<lr Real Eatate owno 

b7 thi! bonk can pro~rly bo dcsignot<.'<l "" o.n IUI'<II'rontod concentration in 

rua.l v3UtM 'becoua" thuy <io not 1n &V s"nJ~:~ conatltutu ti.x¥<1 1D•eat.a.nts. 

4ey bank or financial institution lllllkinll lu•na aecurocl by ro&l property 

""•••••r!l!t acqu!roa oo.., ro~l propsrty vn forocloeur•· It ia not boli¢ved 

( tb.!!t u,., propwrtioa which haw been acquirod by this bonk ..,.. in greater 

PI'> portion to thone acquired by othor fbMcial lnotl tutiona ongO«ed lo 

t<>. ._ k.lnd or buaineu, a."'d in any ••••t tho .. propart1.a are ropidiy 

boinc Uquidotoc!. Tb.> to:ljor portion of forec1oauroe rwaultln£ lo tha 

lCqulaition Of Nal pro;>orty have been U,>OI1 1~0 '181!1 lo ;>J'IociiCOOaOr 
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~ • bleb ho• - aeqoa1nd lt' t.bla ~~eat. n... 1-. ,_. _. -... 

( 1 .urrorcot pollCJ tr. tllat wblcll boa .a.. ....,..u.~ 111 w. Mat 111 

tlw 110!<J.n£ ot ro&l •tat. 1MDa and tile ..._.. ot real •tat. lAieDI 

ori~U.nt 1.n tbio bW ...,....., \bot U.... • W DO\ be a npeUU011 ot 

t ho rorwer J.arp ocalo to,..clollllfto. 

c 

A, OONTJ!ACTS TilTH cmm&lll! LA1!M I!!C· 61!P CAPUAL CXIJ!pA!IX 

Tho lott.er ot Oct.olM.r 2, 19:39, oo tllio oubjoct coot.eiu •tt.ro 

tl:at n ro not prnioual¥ ra1Md Ia cornopaadoDCe trow tho eo.,trollor, 

&Ill proYlou.t corroop ...... baa aloo ~ poiDt.e • bleb .... not iDe~ 

1o tho prooont l•ttor. lA ord<lr w UTi.,. at a cloar lllldorotand1ftc ot 

the 11-• prooont~ ~l'r8CI, it 1o ,. .. 110!7 t.e I\IYl .. pr ... iou cor­

rupondooco with tho Cowptroller'o Office. 

In tb.l lott.r 4awel S.p\ollber O, 19)8, trow Mr. E. H. Gouah, 

Dap~ty Coapt Nllor or tho CUrroncy, to llr. A. i, 01onnini, it WU o\oted 

that tho N&l oototo contracts o t Caliturola Lo.ndo Inc. wxl C• pitol 

Cool'1l1:f ap;>wared w be oubotantiell,y Othor Real Kototo1 that no O<lnot6(o 

to the Bank coul4 "' _. in eat:1J>& oaloo to tho too c-1••1 and tbot 

u.,,.. wu no &p,>&Not NU<lO ·~ t.bot - eb.>u.l4 not itoolt Ntoi.n and 

u ll tho llthor Ro.ol Kot.t.e it . ,... tor<:ed t.o &ClllliJ'a • 

b t bu lottor 4atod S..pto-r 2), 19)8, trow Mr • .l&rokll R. 

Dlua, Actin& CcaptroU..r ot tho Currooc7, t.o tho bC>Q<I ot Dlrucwro or 

t!l.o Br;.•t, 1t • •• ototod that thi> lenlont toru and con41tlooo or tho con­

tracts wo"' ouch thot tho arrc.ne.....,t conotiwtA<I in .rroct •rolJ' an 

• .,ency acruooont and net a b~"" fide oalo, and thAt thoNforo tho 

~ropeN;y olll>llld bo claooitiocl on tho boclto ot t ho Bank "'" othlr ReAL c 14t4te, 

In tho lottor ot Octobor 11, 1938, troll tho iloar<l ot DlrwcWrl 

to t il> eo,.trollor ot tbo CWTooq it wao polotod out tbot no&loo IIDISer 

U..ao contracto wore locreuio& and thot pqMDto won 1.n -•• ot tho 
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,.....l,rotllftts or tbo cont.r&et. It. waa alao PointA<I out tbot 1n tbo o;>J.o.loo 

or eo..natl ~r the knk tbe contr .. cts C0!18titutacl lop.U,y oc.torc..ble coo­

t ttcts tor valid oaloo or the pro;>ort,-. 

Quoint t bo oonforone•• bold 1n t hoo orrieo or tbo Co•ptroller of 

the Curruncy durins Decolllb.lr of 19)8, it ••• acrood that theoo contracts 

. ould ~ elil>inatod by ~·••bar 15, 1943, llut by • lottur troa tbG eo.p­

troll .r of tho Currency to tho Board of Diructoro of tlv llank on April J.4, 

1939, it \o&l cont.\llldud tb&t t hasc contracts wer• conetro.xl as a violat-ion 

or t lw 'opiri t' of t b.> l u , and should t.b.srefoN be carriud on tho, boolas 

or t !>. Bank .. Ot.hor Reo.l &tats . 

On July )1 , 19)9, tt.. eo • .,trouur or tl>u CUM\mcy diroetod 

anot"'r l • ttor to tb: Board of Diruetoro with rua..,ct to t h.. lat..st Nport 

or <X>al.natton, but 1n thot letter no eritich• •aa ude or tho roal eststs 

contr•cta or California lAnds Inc . and Cepi tal Co• peny. 

In the .. at roeent coiiJIIWlicaUon trom the Comptrollur on thia 

eubject, dnt•d October 2, 1939, and addroosed to tl>.. Board of Diruetors, 

t t.. !Moptro1lor •a criticisiiS on thou~ cont.racto are in oubatonco that they 

COilOtltot. "" apparent attempt to circwrtant tfw provioiona of S..ction 5137 

Of the ho•ia<od Statut..a (12 u .:;.C.A. 29), and t hot the 8\lCCOUho contracts 

. .... &Jlj)llNntly uonded fo.r the ben .. fit or ,.,.:.n ..... riea Corporation or ita 

suboWl:.rioa rat hor tbul to protect and ban<~tlt t.w Bani<, and, fllrtb.r, 

th!.t unlu,. the l<lnd coap<n.ies should pledge additional collator;.! for t.bo 

~o1lr~u. ttw !allure t.o s.tt up resurws to cov~r posaible loaaaas would 

~nstltuto an unoo.f• and unoound practic~ . It io to ba notod tbt.t tho 

Coaptro.Uur dooa not now W'ge that these contrr..cta do rwt. conat1t\1te bol\Q; 

fld• •clue or t ho property, nor is t he ,...quest .ado thllt thooy cbould be 

••t ·~ on t l"' bo~ka or tho Sank as Other !Wcl £a toto ownod. 

Tho tlrat criticis• of tho Coaptrollor with rvopoct to tlwae con­

t.r..cts Ia t lxot tho ori[in:.l contr~cta ,..,... aodifhd rro. t.1.llo to tiau to 

"'-• • th.. ""od• of Co.lifonili. LL:lds Inc. ~ C.;>iW ~ rathor than 

tu ft'Ot.cct t."ld bon•ti t tho Bo.nl:, and tho eo.ptroU•r apoclticail;f roflifl"! 
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to ~ho 80dit1catio ... 1.n the sucuss1ve oont.racta which 1\ u claa.d 

,.t:onct Wlaaf• Mil unaound practtee 1.n Uft<.\.lly ravorl.nc Traneaarica 

tor.., ration or ita 111ba1d.lariea. 

It iA op,>&rent froa tha Coaptroller'o letter thAt ha 1a not 

tullior with the teru or the various contrac~s, 0114 1.n onler to reply 

to tha criticinms it is necessary that the vorious provisions or the con­

tr.ct• should be explained in detail. 

i. 

It 1e correct, u steted 1.n the Coaptroller'a l •tt.r, th.>t the 

original contract-a tor tbe str.le o! re&l proporQ- •equiNe~ upon foreclosure 

''"'~~&do with llational Bankit41y Com;>aey, which executed contract• to 

;urehl.eo these Jroperties which r•quirod a do~n jlOYI>.nt or 25~ or the boot 

( volue or Uw propurty o.nd 1.nterest at 61-, tho bo.IMco to bo ~d •lthl.n 

f'ivti yonro 4nd tho j:W"ch&eer to pay t tw tu.xca . All of thus• contro.cts , 

ho• evur, wer., IIWio iJrior to 1931, t.nd at'!'$Ctud ru~ativol.y few proportios, 

t.nd it. • r:;a the prectlce ct that tille to execute • ae,a.r&tA contr;~ct for 

c 

.. cb ...,-c•l. For a short time c!url.ng 1931 Uld 1932 contracts were a..do by 

•!dch other rocJ. propc>rty acquired under foreelo!Nnl woe sold to Mit«>~ia 

l.uldo Inc . and Capit.:U Coa,>&IIY on cont"cto whicll reqllirod o. 1'"' co•n 

ro.J~~&nt with tho balAnce peyab1e withl.n five ;ro<l%11 ot 1.nt.eroot tt the r~t• 

of II ,.r onnwo. The bank w<>s roc;u,ired to ;cy the tu•• Uld the aale price 

•so flood ot the coat to th.J b:.nk or tbo &jl~rdaod voluo whicboV<.r •~• the 

lo1ost.. Haru :again a. s ot)W"""to contract u.a rar.de for aoch pare.d that wc.s 

•old . On J unu 25, 19)2, 8 diffor<nt fora of contrac t • •• ont.rod 1.nto be­

tvcen the Bonk and tbo l.l:.nd coaponiao . This toroo or contrect contain•'CI 

ll>hat..nu all3 thoo 1'ollow1.ng ,>rovisiona: TM Bbl\k oq.....t to aoll 0114 tbe 

land cocpoJIY &Veod to bQy th<l ;ro,>~>rty at the Lppt.iotod •a.luo or tho: carry 

'tll.Qit, • h1cb.vcr waa lower, ,)&Yabhl a t tbit •nd ot !1•• reara, • 1th tDtcraat 
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: I ~ ~blo ooai-c.:u>UL\ll7: !liD JMk rotAU>od tltlo Cllld OQOOd to ~ 

( ,,,.,,(vUe!> vo ro "" offoo~ ~o frnn~ .. tax01) M4 a.ooo-nto; '!be 

j;!UI "'"·'''''.l' we• to rocolYO the lncoao Md ~· P"1 all orponooo ot!lor t!loll 

~'\JOI c:.l! r.uoaa:'A"1t o; If tho pro,ort7 veto told. tho proceed& voro ro­

qutro~ to ~• 11-'l d to tho llook; Coot of rohabilUe.tlon t o bo conoldorod 

41 
M r/.Aitio:t t o tho purchnte prlco, and tho knk 1'\nUDed tho rllk of 

ptefll or 1011 In tho ulttnato oe.lo. !!ho contmct aloo pr cYidod thnt If 

t!lo ~ro~orl:t ahould net ~'"" boon oold ~7 the 1M~ cocpe.n)' 1\t tbo ""'" 

p!mllo:: of !!Yo ;yonro, n rc-B;::pmlllll ohould » Cl\40 4.~4 t» lMd c~ 

s.'Goul! :--urciv\to t ho pro:'~Q rty ou.tri(;..~t. S1.Dilt\r cont!':\Cta voH enteroc!. 

b7 t~ 3•: .. .': C!\ forocloauro. '1"'-....ose eontr:-.eta voro :-ll C!\."teollod t1t1d nov 

C1"'l\r:o~tt o!'\t uoe. 1::.to on A~r11 4. 1914. a.."\d the now contrnctl :'\1'0 t:~ae 

t!lc&o co~~t.rncto wJro •:novr-. -, tho ll:-..tion..'\1 :B;mk: !xn::~lnora t\nd not critlci&cd 

Dt t ho t1Q:). 

C:~ll!on1o. Le-"\~ Inc . Contrnct 

0:\ A:>rll 4 , 19;9<, o. codrN:t .,. .• o:>torod Into botvocn tho 11--W: 

r.:;t. C.'\].ifornl:\ X,...'\n.U lrsc. vble!l p.roTilccl 1:1 su"Jatnnco AI f ollows: 

f1:-st: All :trc.toua contr""teta vere torc1..k"\t o4 ~ all proport1 vh.leb wna 

t~ IU) J.:c t. or ['I'OYlO\ll c:o!1ti'1\Ch ~· sold t o CGllfor::\lO Lr.nc1a Inc. u::u:.er 

the toroa ~f' tho 1\(lv C\CJ"'onD:lt ror 31).250•000· • which rc:n•caontod t to 

:'.bt.-rocntc ')(-l4."1CO on ox1GU.n.:; cc.c.tr.'\Cte. 'rho !J\IJ'C..'V:\110 ~rlc• ""'' P'\1:-..blo 

!o ton "'-"'Ill tnotnlltlonto of ~l,JOO•OOO cor.IDOnc!nc Docoabor 31• 1935• 

»:-zt.~ 1ntorJtt c.t 1~ ,or Nl.l'\\Ul, i.~1:11o a1D1-n."munll!'• under tho fol .. 

( levi~ C'l."'H"..l ttona: 

-

h) Sollor t o roco iTO e.ll , r ocoo<:. Gf aBle• of M:T 

,o:-t l ::l or tla -pT<r,IOrV t".:ll. to :\t!CO';)t tvJ3 no to• 

~YO:'l tor t~ :r'.lf'~'\SO , rleo vtt~t rcc,uno 

O:l t ho ~r. If tho rtroc:eJ;l.s of a.:tl.OI voro 
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aot tufficiant to po;r tile ~t HC~uil'«< '1111 

( t.bo avo-t. balADc. to be po.14 1D - '1111 the 

'W1Gl"· J,:q ucuo roceivod durillc ..., ,.,.... to be 

oppliod ll(lOD tho next 011ecoo41Dc 1Dotol.1Mnt. 

( 

Second• SoUor t o pq toxoo until t be property ohculd be convoyed to an 

ult!A1tO p<U'Ch410l"J the l:Ju;for t o mintoiD iDII\ll'QftCO. 

thlld• Title to rooe.in 1D tbc oollor until tllo propertr cannyocl to tho 

p.ll'ch:>aar or the l:Ju;for, but tbc buyer ontitlod to tbc poe union a.u4 to 

roota, UIIUU0 o.nd protito. 

r<'D'th: Tbc .,...._t proYidod tbct Additian.ol proporti., Diel>t bo oold 

to tllo ~ CD tho ...,. torDO ODd INbjoct to tbc pr'(l'rioicmo ot tbc ccm­

troct ot o price to bo agreod upon. 

Tho purobcoc prico of tbc propertioo o.ctuoll)' tumod over to 

Col!!oro.iD Lclndo, me. at tho d.o.to ot tho contro.ct """ 812,9S0,455.13 

Oll4 tror:: tho 4o.te ot tho contro.ct to lloy 31, 1938, o4d1t1ano.l properties 

voro tol4 in tllo IUD ot 38,26o,021.49. Dllrillc tbc poriocl tro:o April 4, 

1934, to April 28, 1938, poyDODtl roducod tho total belanco to Gl2,051,526.09. 

FroiO April 28, 1938 to Doeeabor 9, 1939, o.4d1t10Do.l p11110Dtl ot ~,409,991.44 

bon boon ....So, one! tho boloncc ot tbe cootro.ct em n.<>•bor 9, 1939 """ 

~.641,534.65. 

Coo1 tal Cocnonx Cs!ntrnct 

On April 4 , 1934, " ,,.,.., contrAct ..,.. onterod into bet...,en tho 

Boo1c Cllld Ca~ital CoaoJlOA)' tor proportioe sold tor tbc euo ot ~l5,S9l,m.s9. 

This ccntroct :.o.c idontico.l 1D toru to tbc contrAct ontorod into lrl.th 

c.lircrnia Lande, me. horol.rulboVo .,.......i&od, .nth tho o.4d1t10Do.l provioi on 

tbot, vbco roquirod, the Bonl< ebcUld a.dw.nco tunc1a fqr tho rchobilitotica 

( or ioprovaoant ot propertice, OllCh -t• to bo o4dod to tbc price uodor 

u.. "«"•-t. 

Adcliticno.l ccotrocto vera entored 1Dto bttoo- the Bonl< a.u4 

Ca:>ital Ccc1'0D7 upan tbc - tcru tor 11 t.oto.l euo ot ~,000,019..47 
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tct>OOD JUN 26, 19)4, 8lld llortb 2'1, 19)S, .,.; odd.itiou to .. cb or u. .. 

( cont ... ctf ..... -.do b7 8\lboequeat O&l.oo. The tot..l -t or ;ro;;ttrlJ 

:10ld to tbo C4pit41 Coloo)AllT w>der tboM contracto troa AprU 4, 1934, to 

11ey )1, 19)8, wu t s1, 764,))0 .48. ~ln& u .. period rroe ,.,.u 4, 19J4, 

to A1ril 28, 19)8, J>CI¥Mnts on accou.nt of these contracta recluC<Id th6 total 

bc.l>rtto to t27,687,820.)7. Fro• l.~ril 28, 19)8, to Docollber 9, 1939, not 

pay .. nta u;>On tboae contracts Yeunted to ~,215,497.29 so thllt th6 bul..,ee 

on Doce&ber 9, 19)9 wu $18,472,)2).08. 

2. MP!.I '10 OO!IPTli!!!!F'!'S CRITICIS!!S 

A t&ir &04l,ya1a of ~ provis-ions ot thlse wcceaain c::ontraet.a 

t..'ld tho poym•nts thllt lv;.ve been received under thllll dou not obcw thllt 

tbef'C hoo been oey undue tavorina of Transuorica Cor.,orotion or its sub­

( aldiorl.a nor o dior•gnrd of the interosts of th6 Bank, but, on tho con­

tnry, coneidorin& tho entire history of tb.J tr ... s4Ct1ono, 1 t llllBt b• 

concluded thet they woro highly aht.ntogoous to tbo Bank. 

( 

It 1o triW that the first contrActs C4llud tor c 25~ do•n ,>OJ­

=t with interest at 6~ and th6 entlN bt.lllnc• within tin y .. n, and 

thot tboou contracts wore subsequent!¥ c<.nc• llod. Tbo o.W. or Nt.J. 

;oro_,.rt7 wb1cb h..a boon acquired Q;>Cll> torecloOUN 11 not for tbo ,rl­

lll<ry iUt.JOIO l>f r<ICOivlng inc.-, out rLthor W dio,>OIO or t h6 ;ro;;ttrtJ 

"""" t"" boot tel'l!lll thllt can bo obt<.l.ned. It would bov• boon <leolrablu , 

ot courao, tor tho Bank t.> continua in 19)1 to eell the ~·ro,>Or~ for a 

down poy.,nt of 2S~ •lth the onttre balance 1n five yoaro and rocolYO 

int.roat at 6~ UJOn tho> unpnld bal31lcu. The si•;lo fact or tbu ""'tt.r 

it, how: vor, thet the r<rquirv.ent of thboo j)f.y<t.~Otl WU arooter than 

COUld bt oet undor uiating econcmie conditiona, and tho Bank •rol¥ 

old What it would baYO d~n• tor 8117 other bllyor, ..-J¥ • -'itiod the 

terr,. or the controcta 00 that th6 obUgoUono could be Mt and ~...,to 

•OUld bo contlnuad and 1nc.roaaed. 

/. 
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,. 1932 oOD,rut a wen tile Nuoul\ tberetore ot the 1-.l>l U t}' 

or tllo l!dlt to Mll t ile JII'Opu\J' ~~- tile t anu t bat ba4 _,....,17 "­

( ob,.!Aod on ouch Mh o. ,.,. ..... ooul4ere4 a t tbo tlM to bo t a l r IUid 

• .-.ant.a.seou to t.be Blnk in T i ft ot t.b.e tb.eo extet.ia« ecoa~tc oCXI41t1one 
' 

portlculorly with rupact to t ranotara IUid aalto or raol property. Dltrl"'! 

the ytar 1934 1 t beoaae apparent that t .here would. be coneldoreble loae to 

the ull""''" reaalo ot the eo proportloo by tho l•n4 """penioo. ond it woo 

ttleretort: 10\l&ht to arrive at an eq,uttable a4juetmeDt ot the contre.cu end 

to elWnate the uncertainty tron the Be.n.k'a etandpoint or t he pro•1a1oa.a 

that tbt BeAk lbo\lld aesurse the rle.t or protl t. or 1011 on &DJ aubeequent 

aele. The new e.cre«''ltnt.a M4e 1D 1934: were a 4et1nlte lapro••ent 1D the 

ea.nt•• poelUon tn two ••ry tnport.ant reapect.a. 

!!!:.!.!.• rather tba.D pz"OTide for a slagle pa~nt at the eM 

or tin 1eara at a price to be determined by ~ ru.ture epprataal, tbe new 

( ccntroclt prcvldod tor dotlnlto 1Dotolll'lento ot 1~ onnuolly over a period 

or 10 yeara . 'There doea not appear to be any Talld obJoctton to e con-

tract ot oolo pro•ldlng tor payment ot tho pUrChaao price ln 10 annuol ln-

etellmeota. Inetallt.'lent contracts baYe alwa)'e been an acoept6d. method or 

still"'! real property bocauoo they pro•l4o tor tba """'rtlzatlon or tho pur-

ebau prlce oYer o per1o4 o'f yea.re. There C&D be ao ()t)Jeotlon to a ten ,...r 

lutatluot OOD\raot Wlder the proY1&10U of Section 813? Of the leY1Nd 

s .. tutu bocouao tbat ,.,..1y prohibita t ho bOldlJia ot uno and pcueu!OD 

..,. tbt Bank tor longer than tho yoaro attor t ho acquloltlon ot tho property. 

Ul:ldtr t.beat contracts both tltle O.Dd p)IHealon peated. to the ptrebaeer on 

tbe Mle , nen though the actual record title •• not OOD'f'tyed \IDtU a lat er 

elate. 

Second t ho now cont roete proYlded tor o 4ortnlU IUid tir ed purobaoo -· 
( Pl'leo • hlcb woo not dopon4ont upon tutUN nof'Otlotlono or •arlotlono 

lD &arket Tal\.ae or salt con4it1oa.e, and the purohlaer 41reotlr aaa\Dt4 any 

rtek ot prottt or ioaa wbioh e.lt.ht be 1ncurrect Oil • aubte~tuent reM.le. TbJe 

PI'Ol'lllona woo rotrooctln aDd applied to all ot tho JII'Op&rtloo , .... though 
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ta the orlg.Lnal contracte tbe bank had ••~ tb.ta rhk. 

1"o N .)' that tbeae contrecte .. r. for the btnett t of Tf'llltl .... 

a=erlea Co.rporaUoD or lta eubald1&l"lea 11 to 1pon iacontro'flrtlble 

raeu. 111 e4dtt1on to aa les prior to 19·32, tbe Be.n.k, trom 1932 to 

JUne 1, 1936, aold epprox1Mtelr $6? ,000,000 tc reel property wti.Jcb be4 

bttD eequ.l.re4 upon torecloeure, &.Dd aw-1~ th.ttt period of tiM approx­

lMUl7 ')37 .000,000 haa been pe.ld on accoWlt of the contracts. During 

thl\ t1me Cal1torn1Q Lende !no. end Capital Col!lPflD.Y ho1'e actuelly aua .. 

~alned losses on Hh.lea o·r tlw propert7 ecq,uU·ed troa the Bonk 1D ex­

ens ot $8,900,000. Tbere ta attached hereto aa "'!miblt 3"' • achedu.le 

K.onu ln det.all the amounts ot reel estate aold by the Bank to ceurornle 

Lands tnc. and Capital COG!pany and. the l.oasee auetalned by thoae coepaD..itl 

ort reSiltl or property acquiree t'r<D the Bent u.oder U·.eae contrecta. AD 

( t.Mlrsll or tbls achedu.lt should. shoW beyond any doubt tbet theae contract• 

ban proY&d to be •ery much to tho a4vante~e or the Bank not only by maldn@ 

c 

potoible a prompt eele of real estate ac~ulred on torecloeure. but aleo t.o 

ptmlt the ~ad.&.n reco'ttry upon propertlea wbJch he4 been ao ac~uiroed. 

The COMptroller baa apec1t1ed cert~tn technical cr1t1c1soa 

or theae eontracte whtoh wi l l now be conetdered • 

.W Aa-.l Po.yunte 

The Coopti'Oller states that tht blll'lual pe.ym.entl required by 

tbt eon tract ha.vo no reletionehlp to eeob property eold. but Hlat• nther 

to the eggre•te purchase price. tt doea not appear 'hat thil proTtaion 

c:.t.D h&Yt IJl.V e.rreet O.D the Ba.nk. The obll~tton or tbe pw-cheaer under 

tht c:ontrect ta to pay tor all ot the property acqutNd at. tM Flee e.gree4 

• 1th1o the tine atated. It tho purchaser ta unable ~ dtepoat of a n7 

~ropertr or tor reaaone or ita on deairea \0 hold MY parttcula.r propert.7 

•hbo1lt Mltlo.g tt.. 1t doe.e not appear tbat t.ht Bank u tt al.l e_rtected 

b7 t.bta proeedure. 

nl Formal Approval by Dlreotora 

Crltlct~ is madt that t oncal epproY&l to t he execution or 
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\tts• eoo\reet.a • • raot. Al•en by the Boar\\ ot Director• ot the Bl.nk. 

( ro~l 1 ppro•al ot the a~ota • • not neceaaary UDder the operetlng 

retoluttona or tbe bank Which pro''"l4e a p.nen.l autborhaUon. 

~-e_ement to Accept Uotea at r ace Val~e . 

( 

( 

The Comptroller atat ee that the agreement ot the Benk to accept 

note& or other obllgatlona at their race value tn payment or the ob­

ugeuona ot the contract constitu.tea u unaate or UD.tOund. practice, Iince 

tt prennU the D1rec tore exercising sound cHaore\lon ln aelecttns 

4eatrable purcha•era or )U"OCurlng adequate prlcea tor tbe reapecU•e pro­

per-tits. U 11 not conaldered that these agreeaenta rectulre the Bank to 

accept &01 note or other obU.gatton unleaa 1 t cona\1 t utea a bona tlde aale 

tl'OQ aa actual p.trebaa•r. No i nstance baa been tound elnce the inception 

ot tbt contrecta tn wh tch the Bank waa re.q,uea·ted \0 accept. anything otber 

than o bona tldt oblll!lltloa In paYI'ent. 

With reapeot to Director s seour1~ adequate pr1cea tor the 
nrloua properties , th& contracts , of oourae , ttx tb.o actual prtce which 

the land company la r equired to pe.y upon the pW"chaae ot the property. 

Tte Dlrectora have recofrttit.ed the rlek that might artae in the o•ent 

that the properties should be 110ld b:y the land c011poey wltbout reg&N 

~ Talue, 10 t hat the ti.Danci&l poa1Uoo of tbeae ccspantea at1ht be t..a­

pa1red to eucb an extent that they would be unable to ccaplete their 

obHpt1ona to t he Bank. Since the 1Deap\ton of theM cont.ncta the 

p:ractlce baa been that the resals prices and. tbe toms of .. lo by the 

la.Dd co=t~pe.ny are tixod. tn consultation wi\h duly euthortzect otttcera 

of \h.e Bank on4 no change t.n these reaalo prtcea or tenaa 11 made wttbout tho 

c~naeot ot tho Bank. 

~o~s~•- Trades or S'!_batltutl,?.!'.•.:. 

No orittciaM naa been made of any particular tranaactton to which 

e trede or real eetate nee been l:"..bde . AlthoU4(h there u y ha•e been in­

atancu d~Utng the Ute of t hese eontre.cte when the lO-nd c.cxapan.y pur• 

c:tas1~ the pr~perty has etteeted a tra<le or excb.an.se or one pe.rt.icul.e.r 
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proport7 ror - other property 1n o..Sor \o lapro .. tu poeiUoa, n 

doll oot appear that. auob u exchan.ge or pronertr would ooo.a'\ttute aD 

aequtottlon of real anau b)' tho Bank 1n Ttol&Uon of s.ouoo 1)13? of t he 

Rlfllt4 Stetutta . In any eYent, s-upb excbe.nsea, it any, bt.•• been tew 

&~~d. or no conaaq,uenoe • 

.l!LJ:lodGO Cf S.CIJ!.!!l_ 

Tho com~trollor ota\os that ad41ttonol oocurlty ahoul4 ba 

plod~ed to pr otect tho S.Dl< OllAIDJit lo88 upon tha ooloo of FOJ>Ort7 wbtcb 

altould not be tinally dtapoaed or by tbe lend COGJMI.ftlta wUb.tn tl•• years 

attn aequ111Uon b7 t bo Bank. n to dtttlcul\ \o ... any lop! bule 

tor th11 poaU,toD. AI tar u the Ba.Dk t a concerned, \he re&l property 

c:onrt4 b1 t helt contracta hea been .old UDder ,..114 aM bl.A41D& 

ane.a:nentl and 1 t la not apparent upon what baai a ttw Be.nk oou.ld lawfUlly 

deMnd thot t ba ~hoeoro pl edge a441t1onol eacurtty tor an obligation 

( pre• loualy entered into e.nd not in default. It 11 tel\ that the 

flnonciol not worth ot each ot the l6nd compenloo 11 more then autflctent 

to provide aeaurance or ult~te pnyment ot the obllsattona accordl~ to 

their tome. (S.o p. 60 an4 62). 

The COmptr-oller states that theM contract• .. re appu·-e.rttl.y 

ude to clrc\IIIYent the tt•• year UlRitattoo up>n tbe boldia& ot real 

11\a.tt by a naUoaal banlc. Tbia crtttclD hal not. p.rtl'Ytoualy been Mde 

dw-11.18 t be t.n yoare that. propertJ baa been .ol4 un4tr the•• contracts. 

It Ia not btl1e•ed that thie tntereo..ce ce.D be fairlY adduced rron tb.e 

recta 1urrou.ndt~ these contracts and the payments tbat ha•• been made 

under thea. On tho contrary, tt Ia believed t hat on taporttol epproloal 

or all or the tecta can on.lY lead to the conoluaton that they comply 

•tth t he t ul l meonlng a.n4 intent or tbe statute, and further, that thatr 

( operation o• e r 1 period ot ,.eara baa actuallY rea\llte4 tn the Uqu.1dat1on 

ot • larp u.ount or real property aequired .on t orecloaure to a ~pt 
e&nntr aD4 wU.h 8 a lu.iaua l o ss w the Be.Dkt aD4 a prot•ctton to the Bank 

et the expenM of the lan4 cOIIlpanies. 
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117 tbe uao.....S~a or DKol'lber I.S, 1938, It •• a«roe4 tbet 

lbtH coatreou would bo Uquldatod 1D full br IlK-or 15, 19l3 , 'l'hio 

pre>!~""' bas actually booa followed 1D !00<1 tal th, oa 0 COI'Iparlaoa of 

the belancea ot theae o cmtraote will 1M tce.te. 

Be.lance Balo11Co Balaaco 
!:.2~ 6-30-39 18-9-39 

Cdltornla Landa Inc. 12,0S1,526,09 11 , 116,370, 20 10 ,641,~.65 

capl tll coapoey 27 ,687 ,820.3? 22 ,542 ,407.56 18,472,323.08 

ToW 39 , 739 ,346,46 33,706,107.76 29 ,113,8:;7. '13 

The t ON&Oift£ schedules show \-bat tot.el Ja7MD't. on these coa­

trecu durlae 0 porlod Of 19 11011tha hoTO ODOUiltod to t l0
1 625,488, 73. It 

1s btUnld tbat t.heee ~enta ooncluahelr d.eoonatrate soo4 te.ith and 
diligence 1D t ho corr71ae ~ ot tho qroed prosrUI tor Uqut4otlon. 

8, IIERCI!Airi'S NATIONAL Rt.ALTY CORPORATION 

under the head!~ ot Real Estate Concentration the Comptroller's 

letter rtt'tra to certain properties ot Werobenta National R"lty cor poration. 

Tblu tranaactione were: the subJect ot p.re1'1.ou.a correapoodence with the 

Conpt.rolltr ' a Otttce, a.rul before proceedi.DS to u ... r the Coapt-roller•a 

er1Uc:t ... retere:nce to tenser correap;tDdence eboUld be Mdt. 

On 1Ul,y 14, 193? e contract for the ale of cen•tn future aDd 

torc;er bank pr•l••• to 'l'Tanea=eriee Corporation •• wratna\oecl an4 thea.e 

propartlu ploceO In llorchonta Notlocal Roolt7 COrporotloa. A report or 

thh trensactton wa contetned 1n the repOrt of the Nationel Be.ak tx:aainer 

or Auguat 21, 1937, oDd although ao crltlclom wao contelno4 ID tho letter 
• '- ! , 1!. Gough, Dopl.lty Comptroller, to Choi"""D of tho Boord Ao P. Glo11111Dl 

on Stptea'ber 13, 1938, nor ln. the letter tros wr. Warehall R. Digg.a, Ac-ting c Coaptrolltr ot the CUrr6D.cy, to the Board ot 01rtotore ot tbe bank OD 

Stptta!)er 23, 1938, an explo.neUon of tM: truaaoUon na conta1~ l.n the 

letter rz.o. t be D1rtct.ora to the coaptrolltr on OcWbtr U • 19~. 

- 45-

Regraded Unclassified



I 
~ 

0 209 

1J1 \be leU or or April U, 19M troa tbe C<wp\rollor or tbe 

~acr co the Boar4 of Dtrectora, it • •• atate4 tbat the net: re..Ut of 

( tbll n6llooctlon no tbo re....,c~uta1t1on or Otber Reel Jtototo by tbe bet 

alii tllot tbo ....,unt or t hlo propart:- obc\114 'bo ra~•o4 rro• t.bo CUTJiDI 

nlut ct tho 1\CCk or llorcbantl llatlonol Realty Corpcrotlon and obown 

upon the badlc' • etatementa aa Other Real Eatate. 

In tho letter or J'W1e 30, 1939 l'l'oa Proeldont L. 11. G1o.nn1D1 to 

t be Comptroller ot the Currency, lt •• polnt·ed out tbat the tn•eatc:aent 

or t.he bllnk in tbe a\oot ot llerchante llatlonal Reelty Corpol"&tion la thown 

tu t he call Nport •• "InYeatme.nta and other aoaeta 1D41Notl.y repreaentlng 

ba:lk Jll"'.:llaea or Other Real Zst,ate. • T'hta explueUon waa IP!*NntlJ atia­

t'attof'J' to the Coaptroller, and no further untton •• ClAde or thta trans-

action t.n the le·uer or 1Uly :.n, 1939. 

The COmptroller• • letter or October 2, 1939 retera &881n to 

thuo romor 'bonk pi'OJII1ooa acquired by lleroho.nto ll6t1onol Roolty Corpora­

( tton end natoa ln subotanoe that this tra.aeaotion re1Ulted eaaenUally 

( 

in a re-.acquh1 Uon by the bank ot Other Real Eatote end released Trane­

uerlca CorporaUon trom any t"isk or bD,zard. or loaa th.ro\16b depreciation 

ta t.bl n lut ot tbt real estate, while the Kercbantl National Realty cor­

poretton auumed tbla hazard. It is stated tbat. tb1a trenaecUoa 

n14encea the uoaate and. UDeoUDd pract.tee ot taworl~ 'fN.DNIUrica Cor­

poration, tbot tbt uao or bank t'lmda tor the purpoM or 1ad1rectl1 pur­

cl:.aatnc real tltete conatltutea an un_,. a.o4 unaou.nd pracUce aDd a 

• lolottcn or Section 0137 or the ReT1eed Stotuteo (12 USCA 19), and 

further that tbt carr,ing ot this reel estate 1n t bl bond eooount or the 

bani< •• on lnuatmont 111 the otook or llnchlnto NaUo,..l Rool ty Corporation 

te •hleadtne a.nd an uneote end unaotmd pr&otice. 

~ro,.., roply1D8 directly to tbo ComptroUtr'o crit1c1oma, 1t 

11 bet 1eYe4 that t he htat.ory or this tre.naacttoa aboul4 bt re•tewecl. 
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Opoa tho coa.ool14aUoo or Bult or AMrloa or Calltonlla a114 

( JW< or Itelr ii.T. "S.A, oa lloYMber 1, 1930, a •-or or propontoo 

ntch ud b .. a owned aa4 ueod b7 both or tha baako •• baatJ..Dc P1'Mlooa 

, , bid betD aoqW.re4 tor tl•t ptll"poae -..zoe Do lonctr neoeeMry tor that 

p.arpoae 'o1 reaeon or the conaoltc1at1on of branohea, and it ,.., conl14ere4 

deetreble that theoo pro'lertleo be diapooed or. 

On October 1, 1931 an aftl"eement •• made between Bank or America 

N.T. & S.A., Traa...,.rioa CorporaUon ODd Capital Conpany, which in oub­

"""" prOYtdad that tho baak ahoul4 oell aD4 Traa..,.rioa Corporation 

&bO\Ild pW'OhaM all or tbeae pro.,.rtieo for tha oua Of $9,15:1,'186.!16, par­

oblo $'180, 011 ,02 1a caah at tha ti&e of tho exaouticD or tho Of!l'O-•t aD4 

th• b&la.aoe •• and when ealea or tbe propert:r •re uda, but tn oo eYent 

lat•r than October 1, 1936, with 1nter.at upon tke unpaid pu.rcbaae pr1ee 

at 1~ per annum. Tranaaoertca CorJQratton by the proYiaione or the 

( agree~r~ent wee tnt1tle4 to the income and r equired to pay the expenaea 

( 

la t'te menagtment DD4 o'M!ration of the property . The agreoraeot recited 

tbat the property .... being purohaood with th• intention or tolling, 

lradlllf or Uqu1det1D6 the -. aad Cepital COIIlpany wet therefore ap- : 

po1nud. •• 1.3•nt tor the papoae or monagl.Dg t.he properUea, collecU.a.a: 

tht htca.e aDd pa_yl~ the expe.n.aea ot o peretica, \he procMda ot •lea 

to bo pe ld direotly t o t ho bank. 

llllrJ..Dc tho llto or t his sgreeJIInt tho r~u of Traoauorlca 

Corporatton un4er the contract were acquired by C&p1tal CcatpulY. ud dur--

101 the period endins J\lly 14, 1937 the total aua or ~68,843,'11! wee peld 

lo tho b•nk rrom eelee or 19 percele or the land. 4Dd tho """' or 

~.812,48~ . 14 woo peld b:y Traoaamerioa Corporet1on in cub in partial 

tatlat'aotton ot ita obl1.ptic:D under the e.«reernent. Sub,.quantly the 

bet rlduood tho purobeaa price by $1,000,000 ODd retuadtd that 11110UDt 

lo Trans-rica Corpore \loa to partl.ally roiaburao lt for lou au­

to tu purchoao or t ho properties. Op to .Tul1 14. 1937 tho b&Dit bad, 

t:tel'ltor., recehed • total ot $2,281,328.86 , lea•tns u u:a.pa14 b&la.nct 
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at the\ \Ia• or $.S,8?4,•&7. ?O • 

.. Ilea IIAHtotoH b- poSatocl out, lt waa cltto,.lDocl clllrlll« 

•be yetr 1937 tllat tbt aajori ty of tho atock or tho - ""lob 11a4 t llara ­

•otore boea owntcl by Illttr -Mor lce Corporouoa 1 a lllbolcllary of Tran-r lce 

corporation , ahoUl4 be c.Uatributed to the •••~ldore ot Tft.n ... rica 

corporetlon end tho lcleatlty or ownerahlp, Which had tboretot oro oxl otecl 

between the Denk and Inter-AIDerlce. Corporation, temlnate4. In a44ltioD 

\o the settlement or tbe Inter-America Corpo1'Gtlon oontre.ota, wb.tch ue 

Mreetter 4houaae4, it •• considered uec•••ry I.Dd dea1reble troa the 

Bank'• at,a.n4po1nt to l1kew1ee aettle and tera1u\4 thh contract tor the 

sale of tbtae tor;ar Bank prea1aea. Tbi& •• eoc01:1pUahe4 in till tollow­

t.r.r nanner: TU Bank mde a contribution or $5,8,,000 to the aurplua 

atoet of Uerchenta National Raalt7 Corporation, which la o wbolly owned 

olll>alcllory or the ll&Dk. llerchanto llatloaal Reolty CorporatloD tboreupoa 

oc~ulrtcl tbe remolnlns 3~ parcola or lend oontolntcl Ia tho original eon-

tract wt th Tra.neo.MrlctL Corporation trom Capital CoD\pany tor the 1\1111 ot 

35,8?4,4~7.70. Actually thta money d14 not ~t any t1me lea~e the control 

ot the bank. t ·t •• tranaterrecl trom Ce.pl t .al Company to Tro.DHJ~.erico 

Corporation &D4 tbeuoe to tbe bank all OD tht same 4ey Ol part; of the 

ea:e tHnaactlon and in accordance wtt!t the pH--e.TNDpd. pl.alL \0 ettect 

• eettleu.at ot the ortgiDal contract. OD the aaae IS.et.-e aDd •• part of 

t!l.e au traneacUon, an ecree:aent waa aedo between Mtrcbanta National 

Roolty Corporation en4 CepHal CompeDJ by Whlch Cepital Co•poay woo ap­

polottcl oxclualn agent tor tbo tole on4 ""nelloment or tho rill property 

trtntttrred on that date , with authority to operate , motntotn , an4 lease, 

6lld senoraUy mono«• the property, collect tbe 1aoo11t, pay taxeo on4 pay 

the net 1noo1111 to YerobaAte Nntlono.l Reolty corporation. Aa ooapensation 

( tor Ita aeroloeo, capitol CollpeDJ wa to recoin til' oa tbt taloo prlco 

ot any parcel ot Pl"'..,.rty, DOlle or wb1cb were to bt aol4 tor le ... thaD. 

•~• prlou tlxtcl by tbo egre-t wUbout tilt ooa .. dt or l~rollanto II&UoDO.l. 

Raalty Corporatloa. 'tile Cepl\41 CCDpoDT by tbla ~at •~ q:rMCI 
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tta< It would llquld&to aD4 ooll the JI!'Oporty o\ a r.t a or IIO\ leu 

t!::&D t$90 ,000 annually; aD4 tu.r\her ~ed that Ja the • • •ct that 

212 

( dur!Dt ol\1 yoor tho aaloo ollould aot ..,.,..,, to $590,000, tho Cepltol 

ccapaoy would pw'Cbaoo ouN1c1ont or the JI!'Oporty t o uko up tho oua 

ct S590 ,000· 

c 

c 

e o REPLY TO COIIPI'ROLLER ' S CRrriCISJ.Il!. 

The ec....,ollcr et.at·ea that the net reeult ot tbeao tre.naaetions 

.aa a re-acqu1a1t1on by the bank or Other Real !atete WbJcb lt ha4 proT1-

ouslJ aol4 un4er cootraet and that this •• Jllep.l and a TlolaUon ot 

Stctloo 5137 or tho Ro•i•od Statutes aa amended (12 u.s, C.k. 29) . It 1o , 

ot eou.ru . true tbat Merchants ttatlonal Re.alt,- CorporaUon, a suba141e.ry 

o·r tbe bank , has ecqulred real property which rorc.orly connltutod. ruture 

aM Foreer Bank Proa1Deo and which was under contract ot aale to Traaa-

~ertco Corporation prior to JUly 14 , 193? . Thla tranaaotlon , however, 

does not conoti tute e violation ot Section 513? ot tho Rt'flltd Stetut·ee 

eit!wr ee an u.nle.wtul purchase ot r eal property , nor 11 o holding ot r ea.l 

property ror a period in excess ot til'e yea.re troa the date it wee e.cquir ee 

bJ tte bank. In the first place, the eontrect ot Oct.ober 1. 1931 by which 

t~..e b&Dk agree4 to M11 t his property to TraneaMrice cor-poraUon ns r.ade 

wlthln one year atter the p-oper1;y had been a eq,ulred by the bank, t . e. • 

wtttio one year after the consol j d.otton and the de\enftlcatton that these 

p&rttcular pro"M!!rttee would no longer be used. aa bankln~ pruUaea. The 

orl,tnal 1&l1 , therefore , to Transamerlca corporation .aa in atrlct 

<:oo.pltence wt th t he Statute 
1 

end tron that tir11 fot\.&J"d the pu.rchaoer ot 

the propertlea waa ln poeaaaalon under the contract end a ct ually managing 

&rut operating the properties under 1 ta obltsatton t.o pay t he tu.U purchase 

price . The re-acq,uieitlon or these prop6rtles bJ tM be.nk wal nothing 

~re rt.or leaa than t he teratna tton by autual conaent ot th.e coat net or 

tale tl:at t-.a4 s>r'f•lollaly been .... and •• DOt tn aA7 MDII the purchase 
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bJ t.,. ballk ot I'Ml property ln tile MDae prohtbl ted by S.Ctlon Gl:S? ot 

( tllO JIOY11t4 Statutu, 

For oxoaplo , ... ,.. tbat tho ballk bad ocqutrt<l o parool or pro-

pertY upon !oraolOIUH and tureatter entort<l into an -•• to aoll 

tbo property tor $10,000 ln lllotalaonto ot t l ,OOO par yeer onr a ten 

11er period. The exeou\1on ot auoh a contract ia in lepl erteot e sale 

or the property, and trom tho date tbat pooeenlon ie 4ol1 .. rt4 to tho 

parc.hlaer SOoUon !U37 baa bee.D tul).y eoapl1e4 wtth. A .. \118, hoftYer, tbat 

at the e:r))lretion ot tour 1f!IU'8 and after the purchaeer hal p&14 t4,,000 on 

aceoUDt or the pwocbAae pr1ee , be tbell 4eatrea t o e\U'Tendtr tbe pr'Operty 

be<k to tho ballk, Tho acceptance or the property by tho bau and the eon-

aent to t.bt relea•• or 11ab1l1Q" ot the p.~rcbea•:r troa turther peyaeuta 

\lllder the eontroct 11 oleuly DOt tha purcbau ot real sroperty, but 1a 1D 

lepl etteet no ditterent thnn tr tho purcuoor , attor haYin8 poid the 

( $4,000, <leteulto4 in the contract end rotuae4 to cont1nue fUrther on the 

contract. The bonk's re~edy 1n such o case wo~l<l be to torteit the interest 

of t~o J)W'Chaaer under the controct. In I!JJCb e eU\LDUon it cou.J.d not 

properly be con'tondo4 tbat by consent to a tenninetton or tho contl"tlc't 

a.M re-acqutrtns tb.e propert:r, tb.e o.cqu1a1t1on would be a .,.iolatlon or 

Stettoe ~13? when the re-ecqu1a1tton would be the NINlt ot 6Jl7 lepl pro­

cMIStD&I taken agalnet tbe pwcha84!1r who had defaulted on the cootrac\; 

aor eout4 It properly be oald that upon tho ocqulol tlon or tho property 

there ""' a Yiol4tlon ot tbat portion ot Sootlon GlM ot tho ROYloed 

Statutu which prohibito the hol4lll8 ot property tor 1110re thnn tin yoaro, 

beeeuao obvioualy tho title o.n4 poaaeaaton ot \ho property ha•• not bee·o 

hold by tho bau 4urlll8 the UM tbat the eontreot ot eelo no In etteet 

( •1>4 the purohaur wao ln pouooolon or tho propony. 

The teratnat ton of tbe contract tor tbe ale or tbeae rorser 
' 

blnlt prea~ao1 te 'l'ru-rico corporation io no 41ttorent tbaD that ot 

tho ..... plt &han, The orl8loal e<>Dtrect wo M4o ID coo4 tolth end 

eoonh•tt4 0 •all4 A8re....,.t or eele or tho property, and weo in Ml 
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or i.At contract 1n Jill¥ or 19)7 """ not a Fct..... or r.a.L sroporv 1n 

eon:.ravontlcn or :.action )1)7. nor docs t..o tact tho.t to• bwUt throu(;b 

1\.1 ,ubololouy uequir..:d tiU~ to th<. j)l"Oporty conoUtut • tb• boJ.ding 

or tho prov-orty fur aorc thwl flvo ye...-s 1n violtlUon of lloction 5lJ7, 

214 

!'or U~o. jAir,>OtiOO or thut ~ction tbe tiUc to tlw proper!,)~ ~•a not "c-

4UI~•O unUl JuJ¥ .1.4, 1937. lt is felt U...t no criticism wn be diroct ed 

to t.no •cqu1s1Uon of tnu property by voiunto.ry ""rw""nt •non l•t.cl pro­

"'"-o:Sin.,s t.o e.n!orco ttw contract vould 1 in u..JV uVCJnt, bA'f't Naul.t.<ci in a 

c.t.~tCCll.c.tion or tbu eontr:.ct 6.Dd r c-acqu1b1tiCI1 of t.h.u propu-rt;(. 

Tho Coaptrollur aloo ototea t""t t.no •cquioitlon or thla propuJV 

by llereh<.nts liutiO<w R~t;J Cor,x>r~Uon r-.L.o.uo Tron-rlca Cor..,...tion 

f'rOIIl W'\)" ril£ or b.J.UI.l"Cl Of lo~S tJJrough d~;t1)r'VC:1Ct.10n in thw Yb.lUt; of tbe 

l't.lll.l. pl"Ot"vrty 1 -.bU-.. t.1u WOrcnt.ntti N"tiorlb.l Re&~.!ey C:urt>Or•tion, •hol.lt 

( o1oned Dy th• o..uk, ¥,t~Gu•o:td tuot riuk:. Tt\io 16 not correct. Thia Okza.rd 

( 

"'"' not. ~ouuiiWKi by llktrcbunt.ts Nutionul lwi..1ty Corj)Ort-t1on, buc~.&uso as u 

p..rt of th• ""'"" tr"n&action Coplto.l COto)l<U11, " >ho.I.Jo' o•ned wbalct.ry of 

Tran¥a..lllllrlC4 Corpurt.tion, &nttsrod into Wl t..t;::ruelhlnt. trJ "'hien it vn"UmA~d 

r.•ponolblllty· ror t.be oale of tile iJNi>"'rl;f ut ta,. ,...,.. ol t590,000 per 

]t:L.r
1 

:J1d l.I.C~ rJ.ch W~s ~~ to purC.bt.6v fOr it' 0\o.D '-.CCOUDt 

P"-,..r~i•u ut tJv. r .. IAo or i590,000 per yo..r • t jll"iCOI not leU tl>wl 

t r.lC...o '"'c1!1td 1n t.ht.. -.grtt~nt.. It 1s t..n•rvfi,)J'•, clw..r thkt -..1-

tlh.qh th~ bw\k uld cv1tG\:.Dt to ti:w tt.raS..rwti~Jn ot tho contr"'ct. 1olth 

Tt&..nso._ruericu C...rl>Jr .... tlon, it b.:iG not throuen i tG suoa1d1a.ry u.nu.wd 

1...'\y t'i3C, Or hQWJ'd of lOt.t. thrc.ugil dvpt"fiCit.tiOI\ (~t tb• rtUoatiU tnut 

ln• oolu& prlco or th<. proporti•• iu in offuc~ 11'1'-r~toud by C...~itt.l 

Co2:parl)' 
1 

1end, g doCin1tS! liguid~tiun oruprL • .a hL.s Pttru t.Uund • 

lt. i:J bo11'fV~ tJ~t. ti;.ia trWlli~Ct.iOil \o.,.U ~\lit-blu 4oJ1Q, f~\r W\d.c;;;r 

411 cf thu CirCWILdtAI.nC\.3 u.Ml ~ on~ m.Ae fo.~r t,n. D~•t. 1nt..re1Jt of thu bwlk. 

loaU. l<ll.o• .,r ac.M ~~ too •ILU...r p..rc~l» )l..u pr"--llC""' ¥468,000, Trwl•­
U.rlc:t. Corpcr ... tlvu "wi.ri.CJ, t.bb utu ... t ~ coot.r~ct. u:.d ~ 1D t;...Wc-.t. 
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( )5,1174,,~7 . ?0 •lllch, it ""' tolt, • Oilld be roc.l.h..a under u.. c.cru-...t . 

,. .-otroc t vr Ca~it.c.l. Coa- tv pu-ebo.ao t.h., pr..purtt.a 1n u.. eYcmt 

tl>ot tt 1a llll&b!w to oftect w.J.ea .. t thAo r .. to opocl.tiod 1n u.. cuntro.ct 1.o 

• pn.wcti<n """inut '"~ bo.w.r<l u-isin& fro10 • dopr.ciution 1n .W.uu ..00 

provide• r. r the ul.U .... to cliopusi tivn ut t he r""i uet...tu. Sine• tho ex­

.Jcut.icm ~t tnie cvntract, tntt r~uiru1.1ents ht..vo bl.ibn Cc.H~~plivd. •itb . In 

tl>e ccnrorencoa 1n Dt.c•lll>ur 1938, it ~-... " ill"•ocl t.hut tn• tao ur porfor­

~.tux. undur thla qre&.li*Dt '-tJUJ.d be accel~rutbd. so tm..t. ...U tbt~- prt.purUas 

><OWd bo dl.opuaea or priur to JuJ.J 15, 1942 ..00 ... r.t u.e. IObur 12, 1939 

too f<.pltel C..patl)' co.ait.ant bo.& """" ~ucocl by ¥2,858,684 pu-.,..,.t to 

tb1l Wlderal.l<l1d.1na. l.n tbil """"t.il>o tho buD.It b<oo t..netit..'<l and •W con­

tinue t.. bonotit fruiO rocoipt by liorchb.Ata !l..tic.Ml Ro.U.~ C..rpvr .. tioo 

~Jf U\.- net inCCIJDI troa the pi'\'~ 1ith1Cil tt.t t.b., t .i.., u£ ~I"OMDt \ltd$ 

( f2SO,OOO por y....r. 

Tho 1110thod of eurryin,: tili s itoDI uv-n to• bovk• ot thu bwllc 

r.nd t lw roportinl; uf it 1n caH ropurto to tho CvMptrollur 11 ooUovod 

t4. be c-..rrwct.. Tb• b&nk' e bovlw s~ Wl bCtua.J. cw1tributi"'n. t4) the 

c.pit.<.l aur;lua ut w..rcb<.nta li•t.ivn..J. Rkl~ Corpo>r•t1...,, on<! t uio con­

tribution • • , ec~ Ride. Unless aCA~~. other ur caittor..nt ~titlll.l 

"'ON bl.d, i t \.wlci aeu t,) btr nuc~SS&.J7 to include t.hi.a c.a..u.ot. •• put 

. r t..e bonk• a invoat.Mnt 1n • • iH>Hy """""' aubaidi....,-. IA.rrylnl. it on 

t.lo bwl<a or rv;>urtin;: it 1n IU\Y o-tb.r ~...- •vu.ld c 1....-1y not NC!uct t.he 

tron16etlon U..t ••• •ctw.lly had. Tb;.. ito .. 1ti IIJ.av ropvrtocl tv the 

Cowptrull•r of tho L"Urrbnc;y t:JJU;.C~ in ... ccot<i.tJlcu 'tlit.h thu (k,:..ptr(.lll•r's 

t8ct_UirC1""-nt&, Ol t hf.l bW\X'U tvW.l inVi.IUtli~.tJlt in ti\il litc..Ck uf J&t.trchuntS 

Hl.Uunal IU..Uty t>orpvration is aiw• n 1n t.hu eaU r• vort Wld•r Ito;., 9 •• 

( "" invoat..ent indir.c~· roprusontin;; blonk pro..UOI vr ()ta.lr Ru&.l. l:.stot.o. 

Tnh t!'i:.Jl.S4ct1vn .. ~..~.. n-coVrdtld upc.sn tha bwl&:' a b ... "b in t.lW Dla.llDtlr 1D 

' .deo It ....., .rr~c t..a ...., U.. &ntriv:- t.hat ~""' l.lodo t.ruJ.J ..nd c. rructl,y 
' 

r•fl&<t ow.etl,y ~bo.t ,..... d...,.. 
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In pn.rluua corre•....,.t101ce tN.. t.ilo COOiptro.U..r ut ._ Curr<>aq 

,.,.s in ~vi..u• r•p<~rta vt UT' m""ti"" vt t.Loo II;.UCAWJ. 'W'I< 'f>r• !aer 

retaronc• hAl bc• n IIWI• to •oxuna1011s of crad.J.t• vr •ob!J.aau .. na• Q; 
Tr•n•w.>ur1cu Cvri><'ra tion ..ncl ito oubaial.l..rioa. Tluo luttor vt Octvbor 2 ' 
19)9 r ucJjjllh•• tM fv.ct tlv•t ""'V of tho 1t.llll inoludv<l in tbis t vtal 

do n·.t. 1n toct. c~n•t1tut~ ut&nsi<.-n& ot crtdit ur ublicutivna of T'r-tr.na­

c.DCric~ ~r•tiun c.r itu subsidi.riea, :.u1 ru!t.tra tv t.tklle cndit.a in 

, ne CNUP aa oblJ..I• ti..ns tn..t GN •.,botu>tL.~ dopondont up..n t.no 

f'Utu.J'\.1 ~•p.rlt;y 1 
v.~ ~"er 6.nd aueeess c,t !"n..n .... ric.. ~rp~rtt.UY11 

l ta e.'llb&1di.ar ida W¥1 aU.idll1 interest&>•. 

&:>vW~l • t tho ll••••nt till<. i t , ... NC~iJU•.d 111 tlw C<Japtr..ller•a Office 

t&t th• w.jor pvrtiun ut thesc: itA:wa cild n"'t conaUtuto tl)."tttnai'"'n.s v! 

eMit b/ the bunk but rt.t11Ur to.c.t twq ttC.rtJ trunauctivna t ... r t he benttfit 

Jf tho OW\k. In th• roport of exaJllinfltivn uf April 10, .1.9)3, N•t1onul 

Bl.nk ~.r, E. A. Prico, .u.h •••J>"Ct tv thil Uno oo.id (C<u•vli<lo.ted 

Ro;nt, P"ll" ll lnsort 9)' 

•It ia ro<:<.iUizod toot 1. vvry oubato.ntto.l p<~r­
ti~n ur tbi• line dues nut aet\.l.i.l..l.l NpNaont -..nq 
borreud; .. u...r t..s t:1u bank bc.me tbo ben.ficiar7 
thru\IC.n to.. crodit so •tended. Thh 1& poor~icular ~· 
t.nae of tho:le lc.atts ... n.lca I"UiJI"ut.,ent W aaie of rM1 
oa to.te o.nd other undesirob.l.e ""sots t . attUU.t11•. 

The rocunt u.ttitude of tae Ce;lilpt.roU"r tc• 4o.r"U those t.ra.nae.ctt..na 

tell• to rvcOi"ize tho vor; I.Ji1,><>1'tent elo"""t th<.t th• wJur portion uf thea 

'li.{I;N in fo.ct vnturecl int.u tor th~ bitneflt of thu tw.zuc: W)d th..t t.ht.l b&nk bai.B 

c.ctuw.li¥ recu1vod lll&llY ui.Lilohs or do.Uara Crull! thut.• t.i•t i t ..... uJ.U not vt•M~r-

• lao huv• obtained . 

In r•~ing to toe C<;;Aptrcll••'• criticiama W~Uur t.hio ..,...,~ ot 

\bo l ottar of Qcto. D<>r 2 it •ill be •hu• n tout t)1a ••Jur purt.lUI uf tho 
' 

1"'->tt includocl •ithin tho eo..ptt'Qller'a criticiliA ..,. oot in tAct cio,..Oilent 
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•P-" l.bt l\ltur<> ,..oapwr11;J , .....U.,. po•er ar """••u -r 1'n.aNarica 

( e.;r,..ra•1.n wr it.a oubo11U.&r1o~. BootOI'<l &OiA& illt.o • clotaU..U clilcu»i<dl 

of t""•• it..ue, bo~evn, tO..,.. ....., e..ru.l.D pol.Dta ~llieb aacul.cl bo brvucbt 

to tt.ttntiun. 

( 

At t.n• outoot it ~ be •t<Lted that tbo D1.r•ctc>r~ and tho .....,_ 

.gc~::~cnt of t:no bo.nk r•copizt~ UlC bbvo rt.eugniattd that t hvee 1t.u cc;n­

oUtute • ... tter uf i.llyortru>co in t.lul o.c!.ainlJ!t.rution ot U>u otto1.rs ot tho 

t..nk· Conawnt offorta b&ve boon •d• ..nd ~41 continua to be """'" to 

llqoiW.t. t.lul•• it .... l.D fllll, """ tho ito..u •hicb • •r• illc.LIId"" l.D tbo 

.... dulcnetion ot ·~iw C..r,......utiun WhO Linua• l.D tbo roj)Ort 

.r •....w>o.ti<AI co-ncod J.prll 28, 1938 oovo OO.:n roducod ll)' tbo cwa ct 

~,1)8,666., tbo datullo of • bicb ~ill bor.....tt.o.r bo abo~n. Tna reductions 

oelnc ~!von to tbu probJ.o11 c.nd S&tiatactory roii\LLto """ boin& ubt.o.l.Dod. 

Thia eu-callcd lur&u line of Trunsa.er1ca c~r~ration ~ its 

subaiab.rioa ~{1.8 on~ of tne CIG.ttcrs •hich waa d1ecuasl5ea in tb~ confer~nc&a 

1.f Decuubor 
1 

1938
1 

o..nd it ..aa pr ... vided in t410 ufP"tiu~"nt of OucuJ.b~:~r 151 

19)8, 1t.i• u, that J.uuna to Trun~""orico C..r,><>raU<•n ...,.; 11.1 ...uiOC1 

interests ~~ be bre>ug:nt t.it.bin tho l~a.l J.1ait. ~lo\rtftll.l tAJ vne 1nt6ro&t 

DOt lotor t.bAul Ju.l.7 1~, 1942, un<i that too r..U ooto.te c.mtn.cto ot 

C..~lto.l. Cw;>U17 ...., c...uton>U. Lo.nds Inc. "uulo UU•i .. be oJ.1al.D,.ted 

bJ Decoaobo.r 1~, 1943. 'lbu Dir<.ct.>ra ...,... tbo """"'-nt Qf too bani< tmve 

••~;llad •Hh thi• •ar••aont l.D ti'..U ta1th ...., "!til c1illt~..nco, an<! it can­

""~ b• Jenlod tbut aubst.o&nti£1 pl'-.;r••• bUs bonn """" • 

Thu lutter from t~ Coa~trol.l.ar of Octub•r 2, .1.9)9 wok•• no 

rarijf'ance \ooll&ltc-vur to thb b.UfJts&OOnt ct l>dce:mb.,;r 151 19)8. Noithor tht: 

Dir6cturs nt.rr ttw Q..N.l-"'-mont bl;;.ve ttver boen ud.Yiaed by th" cu ... tltryller 

( kl...t lAu l)l'Uceduru outl.1nocl. ww 6.6'1"8tlld u;on ta-t thut t lw .. .._. no lc.uger 

l&tilf•Ct.Yry t.o thu CuM,rt.roller car t.Qt..t &-.ut ~r ~cti..m ..:.at neea861il'Y • 

TaJ.& ~nt. "-- ..rrivtld tat ...tt.o.r M.U:D:i~ c...af"r;.;ncu• n""t. on.I.J ~ith 

tao c.. .. ;tr.U..r ot t.a. CUrNney, but • itn t.a. ot'ticv ,r t.l><l ,..,..u.ry <>! 
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~~~~~ rr ..... UJ7 .nd: ~t..bd' "'""'"l'DWOfttc...l t.l4r,K&rt.I.Mant... '-1t.b...ut 'Ne;J..t\1 t..J t.be 

q-~\.1~.-A ..- t,.;.. -.tw.Uua Qr n~t. dt.lll.r l~via& "tl,ruOIJ. W " _,.~,r.w -.uich a a 

- .. rriw , ut by ti>o Bonk in ilwo.l tw.itll tno C....;t"U..r c. w..J ;n..,.r}¥ 

•'-" Ut• r.quiroC~Unt.a aodo at that ti.I>O 1t in bU dlscnti.n .... •ho.uld 

~~~~e.J 1t. DttCOIS6J'Y to "'-' Su1 it 11 &-,>,..,.Wlt t.h.it 1n IU'O' ev.ot \1\t.U t.be 

c..o,rtNUor bas a;iv~ uotic'" tt. thu Uiruet.., rK tt.rrJ t.<. t.,b(, ~CJ~anl tJv..t 

tis 1'\.-~uUeuent.a va Chi.J.I.I\ItJ, cou;.U.Wlc~;~ ... 1t.'1 t&: Jlf'\oobr ® "ut.linoa by t ru. 

c.~rtJ Uur 1a Office ~ u;J.r..:vw ~ vt.ht:r c.,vvvm-ntv..L '-'up....rt.a.;ntl c"'uld 

n .. t lf\Je"'rJ:f be t.tU>it."nW 41.8 an u.nM!~o. ... r Ull..IO\Inl... p.-cUcv. 

'Ill• ro,>Ort ,r .......W...U...n ,r A,.ril 28, 19)8 •hlch""• tno bu1• 

.. r thw evnl'oreneus c..t ~c:u..bvr, 1938, at.Lo~ t.t\...t. th'-r t~..t4U. <Jt tb~ .. b­

Ut ... U ... n.s lneludloiCI. 1n t.ba u."d~tivn 
11Tr441lli~r1ct.. CoriNr~.ot.i ~ooA tb.l"t)O 

IJ.M" ~.us 4a,i,.al"\..xiwt..tu~ -i-76 ,000,000 ..nu tlw ra~rt vf a~..o.dno..t.lYn oJt 

..,-e.'l )l, 19)9, ..... ;let .... Jul;t 21, l9J9, lilte•iae inclU<M• ' t.tw.i or 

Q.lte.. "'l'rt.n~r1eio. cw-,.x.r~ Uvn 1A!f't.tt Line" . ,.,,)W'entJ..y txt~.,.... ut"'-n t.tte•• 

re_..;rt.u , tn..- C~..t)trt..l.l(sr atat~u. tlUJ.t. Uu:r lo} hab be~n little i •~VG"&nt in 

thti l.i.t.&.I"'Uii~t.o t,,,t,W. r,;f tillolltJ ... o11.._"t.1"'n.s 1n tlu• ~Jjt sev(lnd- )da.rs . lt. 

1.; vvi .. H:nt. that. thu Cc.J.a6"'t.roll-.r t....Uv.o w Dl. tic• Uwt. ~ r&~rt "'t u­

~~oi~..n or llla.rch )1
1 

1939, incluJ'"&. in tbla clt..,sti1Jlc,.,t1vn "' bl"-ul' of 

obl!y~tivnu ahicn, ~i~ ~n• ~eurti~n, ~cro al~ in uxi~~nce ~ nvt in­

elu ... ~ in t.hu r u;ort vf t.~uinu.ti ... n vf A,,ril .a81 19)8. AI lo. l\..Q:u.lt. ~ 

ln.eJ.u...inv i n t hu 5~ fiT\..Ur' 1n tJw ~~~t..re:.u :)1, 1?)9, ~~t. J.U..- loAicb 

"U'" n.. t lnc.i.\U._ in t.uia ~u,. 1n t.- • ..r.vi~.-u.a r ... JI.ll'ts, it ho.• b6t1n 

~ t.... .. I".•JW" tl~t. t.t--.1\J "'~s nc.. rw.u.c:ti"'n in t.h~~J cbliit.tJ. .. r..i 1.-u..t. "'..a'" 

JNY1. .. u$l.y Uan.w 1n t.hl.tJ gl'i-UJ, ~hc.ruus o n tnv c...nt.rLI')' t.a~.oN n...~~o bt.con 

• •••Ucti.n of "'" 1'3 666 or n tuW J u),<Nl<1w~ )}-1/'$, in th• 
..,......, .;1 I I 

Ul.IW\t ot t.be v.Ullt;t.ot.icruJ \ooli<W \oYI"\. 1J1C1uJ..,w 1n thitt L~'\1~ 1n t..'lu ru­

( .... rt , f •Xt.>Un..ti.-n J A,>rU 28, 19)3. 

\.h~~:t&.r or n..t t.b... it.uU ~~ohlcn tor '-' ~- lnclUJ~ in t.nit. r,.t\..U,) 

..r"' ,C'\..,...r~ Cl.:.i.d.J:ltit.r~..o "'& ubl~~tJ.~nG of ~~~ica ~r..-,.r· ... ti.._4 or 
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1!.1 ..... sili1Jor1 .. (IIDQ it ~ill 0.~ .... ,._ • ., t ""t tA><q ...... D~t ;ro,...}J 

"c.WOJlti ... ) , it """t b<o nc"t,'llia.... to..t to.. Coo.~.u.r •o cwciwoi~ '-t 

IJ><"' ~· •••n UtU• I'Ww:U.n 1ft to.. t.o..t..J. U.... t or tO. .-n 1 ..,.er&J. 7....., 

Is c.L<o..r~ orr~noW6. 'rDis "'1111 ~ boo iUWIU.to..t 111 to.. rol.l.,..ia, t.oh!e 

•.liCn incl._. .. ...U. ut the iulol¥ •bich ~ • ..., ""'"""" 1ft to.. cia .. iticoU~n 

"'Trt.Jl~...uuricc ~r,~~.~r;.oti ... n W'gt~ .1.1ne" in t,.,.. r•)"Vrt ut ApU 28, 19)81 • itb 

t il.. o•lru\Ct ue of t iwt Jot. tU1d tho bWLnco "" Docoi:\Oor 9, 1939• 

.illui IU.1 . 4-513-)8 

1. (•) Guo.r!Ulto~ L<..ule ~5,5<u.,096.0) 
(b) O~ti.n w l'llrcb:.ee ~,716,800.00 
(c) '-'"' loCIIrecl b)' 

swck of TA 4,8.1.7,22).99 
(•) 1nv.:•t.>ont 1ft •tocl< 

68,741.69 ot TA • 
2. First Nati<nul Cor~tl.un 

ur "'rtl.oond 

). tr...r,ato&lririeu St:rvicv 
Cvrpa.thn 

1. . l! .. r.kf.rJ(.ric4.. A.t,r1eultu.ru.1 
Crt:-..it Ci:.r,>vr~Uun 

Dirac t I.Ocln 
&.olveat.ock J.A.u.n£ 

Dluco'UI\ to<J 

s. c..~ltorni• LonJa Iuc. 
(• ) Ro.o.l l>ot..t• St.J.ua 

Contr¥Ct 
(b) l<o.a..l 4 tutu IM.na 

DhcoW>t...d 

1,000, 000.00 

7,600,000.00 

50,000.00 

5,74),6)7.4) 

12,051,5~6.09 

(c) Dir.ct "'"" un .... CUJ'W 
301,016.19 

50,000.00 

6. Cc.,.it.J. C..D;o.ro' 
(~) n.. .. 1 !.oltuw :>t.los 

Con trto.c. tD 
(b) 11..•1 ""tu t... Lucmo 

;:-,,687,~0 .)7 

Dlr.ct 946,000.00 
(c) Dir~ct Adv.nco& 1ft 

&u=~n~u R.u~urcvs 497,040.65 

7 . • ntorc~ntinentul 
Ccr ,.or " t1on 7.150,000.90 

TOTAl. 1;76,20),902.44 

!!s.J.. 12-9=19 

¥3,7!7,12).9) 
1,630,01!0.00 

) ,508,269.)0 

97,49).&1 

2, 700,000.00 

400' 000.00 

5,546,61!.11 

•8,47l, )2).0d 

651,000.00 

4 , 790, ()\)(), 0\) 

,~~.o64,4)~ .95 

RocluctJ.un 

~.806,972 .10 
1, 085,920 .00 

1 , )08,954.69 

28,75:1.19(1nc 

1,000,000.00 

4,900,000.00 

197,026.)2 

1,409 ' 991. 44 

301, 016.19 
50,000.00 

9,:115,497.29 

295,000.00 

497,040.65 

2.459 .0W.OO 

{i24,l38,666.49 
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...,rlJI& ponr and llllCcooo, u ..U u u,. tlnancl.&l not wwt~>, at u,. 

( 0~or. Cro41t at ~ lclnd, recvdl••• ot tho fora at tho obUcatiOD, 

11 noceaoarU-7 4.opondent upoa thaoo tact.ot-o. Tho otot-t that u,.10 

220 

obl!i•Uono o.re dopondont upoa TroziHM!'ica Corporation and ito oub­

oidlbrioo IJ:>pUoa that the oblicatioao are 4opoa4ont upon a oi.D&le oourco 

one! roilo to to.ko into conaidorc>tion tho fact that -.ny ot tho oub­

sidi&rloo of TronoCLIIOrica Corporc>tion rcprooont sound, oubetontiol and 

d1nrt1f1od intoroote and holdings which ore not cttoctod bf tho feet th4t 

their atoclc 11 .,.,od bf Tron...,....iea Corporation. 

!.. ITD!S LISTlD Ill !!E!'OR! OF I!XJJIIIIATIOII OP 1W!C11 31. 19:}2 

'llo will proeood now to • dot:lilod ropl;r to tho CoiOPtrollor'o 

cr1t1c1oma that tho itoma Uotod in the r oport of OX4Iainotion at llorch Jl, 

( 19)9, (pogo 8, inoort 2) conoiat or i to,.. which oro dopondont upon the 

tuturo proepor1ty, earning power end success o£ Tro.neomer1C4 Corpra"e.tion, 

its aubtlidiu}.os and allied intorosts. 

1. (a) Gw>.rontood Loons :)4,50? ,868. 76. Tho nature or thio 

1tcoo ond tho IIIMCr in 71hlch it arose oro discuuod in tull dotoU horeotter 

<t pace 72. Par the present p.lrPOSO it ia su.ttieicnt to point cut thAt tho 

I'OJ'IOilt at thla oblipt1oa is ~ depoadant upoa roccrrories aode 

"- cbarcod-ott o.aoeto ot t ho bonk; end tho onl;r obliption at tr:ma­

_,.1co Corporotion io thnt in tho event rocevcrios upon theee chergod -ott 

itcno do not IWOWit to the 8UII of ~l,JOQ,OOO por yoor for tivo ycoro fro" 

Suly 14, 1937
1 

TJ'Qnsa..or104 Corporntion u1ll Ll(l)co u~ tho ai.ftorcnco W>der 

tho t"""'o of ito cantro.ct of guarMty. Recovorioo upon thoso oeoota and 

• caah po.yaont ot G250,000.00 bllve ..tread)' r oducod tbe guornntood QIJOunt 

( ·• C3, 717,123.93 o.o at Doecbor 9, 1939, and. the voluc ot the colloterol 

held • • oocurU7 tar tbll guArQ.Dty, not includinl tbll cherco<l ott eaooto, 

lo -· t.bon tvl.co t he UOID1t at the romininl bAlAnce "" the obll;r~tian . 
4 """Pleto recovery upoa thn chergod-otr o.oooto ia not evCD reaotol7 
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.,.,...._ ... ~ uji<A t.be tutu.N ....,..,.....1t;v, ....,.iDol-« •uc- ot­
_,-lea corp .. Uun ....,..""" l.t u.. choor,ou..wt 1---· .. ·- -• - -·••• -..o JM;t 

( ,.rwuco loll• tull ....,..,t ~Ulto<.U, 1M HCW"11;7 1o .-... tAw> ....,.U t.o 

;r~.~dJ• tor ta:1e ba..L41\ce. 

c 

(o) OA1sm ts. Purclw.pt. t.2 .17l .MO.QQ, Thou u.ot.a..U. ot u.. 

.cqui•1tion or t.M• st..ck t.r• oet furth in tu1l o.t JUiO 94. TJWo it.. ·n . 
GCIUb 1\tJt r•,u"tlho~nt W\ cxt4Jns1uu uf eriAl it D~r ..n ' t~bli~"*'t1..,D ut 'bvclee"l·~ 

Wr ;vraU'.;n in fJI:/ a6n~o of tho t.~. Tuv w..nk toetaU1t~ 56,E:6> ll~l ot 

UN cr.;itul •te>Cit or H<>ti••nU Citq &nk ur N .. lvrk in oc.tt.r .. c:tL.n .,r w> 

>H~t.otlon ,.....,1.wo~ cvntract«! . U;>on U>o ~ocquJ.uitivn ~r U.. ot..ck, 1t 

EO•• •• v;ti•n tv Tr..n-ia. C;r.>-r;.t1oo tv ~ thv o<tvcl< 1>~ t-48.00 

,-r ..bo-re ~hich wu the t.n..D w.rlwt vU.uo, GD1 W ,....tee~ 1~1t tr<u a 

v...-u.ti..n in thO DJ..J'lwt ~u.u., t.n.. bank toc.k an ..,..iUOII"l 18,@ flllo,.rt,s 

th. .,.t.ber .. i l.liit ljti.Ll tur J....cs t llo:tn tht: vr~t1 ... u picu. lt. t.&~o.~o~ll n""t a.y._,..~ 

t :-.'l.t. l.J a.ny ~uu1b1lity cllU.W t.h.ie. ltu ct~nelUur-.. uu w:. ~xt.utu.iYn ~;;f cr~it 

u,x.n t.o" t\lturo ~.lf'..,l:f,>uri~, ~ ~ttcr ..:~r aucca:~a ~r TrWU16.I:K.Iricu 

~rr .. r~t.icn, ito t.'Ub~id.ie.rl~• <tr Ul)' tiv-cu.l..U.U. ..U1EK~. in't..olitt'ttlt. Tra!US­

U~.Jrlt.:• CorJm~u •. nt o"n~ ~;)l"(.;)...iJ;Iat.c.ly r,., ~.~r t.n-. '""'ck '"r M.i.U.u:..l City 

6~ .,. f Net. t"r~, i..n..l t.tw,.t. bwU. 1B ~...r~ n"'t. ..n .tti..l.l.t..t.G vr alliW 

int..r-•t ut Tr..n~rleu c..r ...,,...uon. 

( 6.,. . !. s8.8§. Tb ... ro •rJ~b t.u bo ~v 1'\;&l-A\Al or ~cwJ· rur ~ .... cl.G.&ri11'1ca-

t1t..n ~r t.hia it.• in b. lint.t or crt!Qit. ut Tr""'"'h,l.o<.tricu t.:ur..,vr ... t.ivu {,.r ita 

l'llbGi-.~.itt.rba. Thv litOOk ,.f.l.S lu'-f"ul..Ll ... ~~ ll:t tn" 'b.~ 1n ttutiasfactic..n 

v f ..... mtG b11U -.tu;v, of c .. u:r~e, t,.aw uJ.ti..Ltu Vu.lUu uf thu inVutltlilbnt !Je,.-ou& 

U~>Un tO., tutW'O or Tr<dUI..w1'i¢'> ~r1hr~t1..n, it h tN• thot 0JP¥ inV~St­
.at.Ut. 1a \LLtl.D&dAJ.i Uli~uut UJ'oiD to~ a,U,CC.aUIJ 1, f ~ tfl\tOr;t'i"• vf \ot,liCh 

1t c: ... naUtutea -. .,»o.rt· T• ~unt 1:. •v o...-iJ.,;..l. t,o...t. 1t w..~~t• not ~quJ.re 
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(U} 'z A' hsHrtd br msct gt !r.:' 'tMr'M Cceruypu p 

jp98.269.lQ. Hue "if.I.D tb4ft u "" .... _t ....._ .... - to Ia-

( uuao uu• itM 1D " P'lll.l .,....~ too. "" ....at oxt.Mlecl to ,....._ 

_,.leo Cur...,..,.uw c.r U.a -~. 1"1lia u .. .,.,..._..,t.a illllin.-1 

1...,.1 to - ditt'eftllt borro.ere, 1ollico ....,. ~ 1!1 " ~· ot' •­

or Tr~le& Cor,IQI'&tivD, 'l'be l<>wl.o ..re ~iwori.l,y dejllodiDt UjiCD t.be 

rltWici<Ll ree,...oe1b1l1~ or t.be Dlt.lwra. To U.. utw.t t.bMt l"'TMDt _, be 

Jo,..W•nt u,...n the aecuri~, it. 1e true too.t the oolla~tioo ~t be de­

....,.Smt u,- t.bo t'Utur. INCCIII of 1\'-ie& Cor,....o.tica. Qo t0e other 

lw>d, thooe 1...,., tor the 1001t .......,, ...re be~ lllointd....s in current 

con<l1t1on ond aJ'6 conatwiU,. beU.. rouuc .... , •hich •ould 1.nU1Ciito tbat there 

11 a conaidemlo •••uro ot' t'J..N..ncW rtD;>vDilibill~ 1D tho i.niJ1Yinu.al 

2. hnt••rict Alrleu.J.tunl er..tt c..ar,;gr.U99. *4•••toet 
• 

( l6!tpf Diocoypte<l i5.661.459.06. Tbest 1.....,. tll rt,JNI&nt 1....,. to I.D-

divioUD.l. borro••r• U,>Ot'l tho eocuri~ of linot.uck, lt 1a CODill~ore.l thot 

ill or tbo loans •ere •ourul crec.ito "t the tiMe thor ••r• """'• """' eGulo 

ba,. been d.iscount.ac; •1t.b t.be Flllw'to.l. lllt.ar-.lut<a cr....it B&nlt 1Diteod 

or • lth &nk ot' -rica I,T, • $ ,&, liDdwr t.beae eircWIOUonCII It 11 DOt. 

C<Jil41.orecl tbot. t.he7 ..ro aubJect. to er1t.1c1aw ... an I.D't•otMnt of bank 

run. •. 
It Ia t.rue t.beae 1.....,. ,..,. uloownted ~1ti> tho onuor-t ot' 

Bw>koMrie. A&:ricu1turto.J. CI"'Q.it Cor.,orotioo 'Oohleh ts ..aeu bJ 1\'.......,....lca 

eo.,..,.,.t1W>, ODd to t.be u.t.a>t U..t the oolla·ti- ore not ,U.. 1!1 1'1-

...,.,w reS,>ullll1bU1~ ot' t.be W..hio.o\l<o.l •..rrcwen _. tboo ••11>1 ot tbQ 

••curl~ t or t.be lOWlo, th.._, ...,. ue,..odont u,.on tho t'Utur• ~1111¥ or the 

~rica A&ricultun.l. Credit eor,.....tlvn too. ;"' it ...u ... u.- to do 

( au, Oo the otller ~~aDt.:, It .,.t, be obYiuu.a that theoe l.wilw ...,. ,....ucated 

u~ tbe !I.Daneito.J. rea,>CXU~ibill~ ot t.be ..... 1.- -.luorl -. tho ..u ... ot' 

to• •ocur1 ~ ;.hen u,...n the 8&k1Dol ot' tl•• lod, • .,.,.. .. f tlwl•• l'*"' bu 

~ .... a<ivorsoq chaalt1w to "''J extent in tho re,.ort ur o:uainati<.n, aDd 
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~ , .. ..,,..olo 1A.1erotioo l.a t.br.~ t.bq ~Ul. boo ~ bJ u.. ~· iA 

. ... ,....... 111• iacl~1~n ot t.bNo 1oriu u ..,..n ot ..., ...u.pJ .,....._ 

( c<.,.onuotion ct ~i~ .... __...~ .._ U.. tutur. wecoaa ot -..tea 

Cor ,Jif• UO<I 11 cbviOWI-'1 llll..,.....&Dt.lcl. 

c 

c 

Tho •clw<lu.l.o elw•• "" iDcreuo 1D tho "irac t loo.na w -rica 

.oulcu.l.tural Crw1t e.r..,r .. t.ion. 'l'lwae l e<.na ..r. -.le tr .... u.. t.o tille 

tv }!'vv.Wtt f\m!Je tor tot~.,vrary Wolvwaceu ~ 'b-.>rru-.ere ~..~r tndl eur;or•tion. 

,>t""lnti execution """ rocei;t uf tCIO,.o.l6t.o.i l0<o11 ,.,. .. anc1 aocurii;y o.~oo­

uents. 

). Ct11fyrn1~ ~· Inc. 

( .. ) !liJ:ect. 'flh"" St:--ureci bY !!# C..t.t!.o w.p&.Sl. 

(b) f!e.tl r..te.W Lo!.rJ!, Di•counteq 8lQ8.029.7J.. T<. t.bot utent. 

t!>ot tho aacuriey fur tilouo 1t.coos a.!Cht be 1Daurt1c1ont, ~ ....., Qo,-.ent 

u,~• tho crealt of C<.liturnio Lao..to Inc. - ilich ia c.>ono.l 10' ho.n80ollerlco. 

Cort;,...ro..t.lun . T'h¥ .1.uans W"\t ccui\;e,u"&tivc~ aiOIUJ.l ww in 1t1«l »tt..nu..ink, and 

Ov olefiCIOncy in IOCIU·il;y is antiCi,X.W.• :.into thO .... to or tho illwldnati<>D 

the J lacO\U\tool l oan• (b) bolvo b~en oll..dnlit..J. 

(c) l!t!+! b!!t!ote Sales tontr .. ct ...U. .5l.4 . l'N.44· A uoteilad 

history ~~ ex;.l..alwt iiAl or to.ie contract i.8 herot.~f'ur• a.• ·t r ... rth un ~e 
• 

)7. 1'b.e l'O.l&t.ncv u~ ~ euntro.c·t. ~...c.u ~Wt ru1.aN8wnt U\ ut.en•ivn of 

ct'<>rlt, l:Nt ccoatltut.oa tbio ~· Juo u,.... th• ,..rW..•• ...-leo of rool. 

....... rt;;( .... uir .... bt t.ue bunk on r ... rocl..wrv ....... J... w c..lit ... mio Lam>a 

Inc. \OWer contn.ct or A,....il 4, 19)4. 

Tho cr1t1c1m thAt t.ilia cbl16atlon 1.¥ .te.,.noont u,._n th• rut.ure 

or Tr.a.ns.'Weric& Cvr;-.>t&ti\;n vr it-3 suiJsWa.riee ie clMZ".ll EWt ,.,..,rr&ntw:l. 

In tbo tirat pace, it thoro """ a uerautt in tl\0 contn.c~, tbo ....ult ~.uld 
ro-•equJ.ro tho ,.... • ..,rcy •hicb it ;;...u p9Yiuu•J¥ e..-J... urn. •-u.l.O be in the 

llls.l.te ;utaiti .. m -.a fyrUt~Jrq. P'u.rtber, Cu.J.ifvrnici .1.41\t.il Inc . 1& a •viq 

••ne•m, o•nl.n& ..,.. o;orotiAK rOI>l ....-o;ortio• ~uut t.bO St.ooto uf 

c..l.it" rnla. 1ft ....... 1uoo t... th• ,.tvi'"rtli " b.ich it ~in& pc:l>d.., uoJor 

C<11tr&ct f'r<"' tho u..ak, It <J\.DI unencu..tb""" No.1 ...-._....-U•• loAic.n bo.'"' "" 
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•PI'ro:.d<>AU ~rTTinc .Uue or t?, soo,ooo IID<I MCUI'I.U .. ~~ana,: a •rbt 

ftl\10 or $2,500,000, IID<I lA& IIOIIDd ftlue or 1U •-u o'"r &DC! a- 1\a 

( U..bllititl 1t ~l),SQO,OOO . ID api\a or lA& rae\ \loa\, as bera\ofore 

p<>inted ou t, Calltom1a lADAI.a, Inc. hao oboort..d a looa 1n oxcaoa or 

~) ,)00,000 on t.ba ..... .lo or property jlllrcbllaecl trOll t.bo bonl< <lllrinc c 

( 

( 

pllrll>i of r.pprox1Dt. tolJ a!x ;yoaro, 1 to not wort.b b&o increooocl r.....,. 

~1),0')6,035 <>II D•ca111bar )1, 19)), \o ~J,5J2,000 <on Sop-bcr JO, 19)9. 

The ~UPQn1 hue sot 4t1do roeorvea or $),000,000 for loeeoa on properties 

p.trehaeod undor contro.ct trog the b&.nk. Thoaa clrcu•at.nneea would india.te 

U..t U>ia Cooopel'IJ 1o soundly ~:~&~~agocl end oucceootul in 1\o oporat1ono, and 

tb>t in ack:i Ucn to t.ba n.luo or tbe property wb1ch baa bac eold under 

CCII tract by t.bo bonlr., t.bo u1t.iar. tc ~t ot t.bo Oblil." UUD or Callfom1a 

Lendo Inc. is ..,,.. \loan rooi!OI1:lblJ aoourod in view or t.bo IOUlld Mt worth 

ct t.hc COQp:lJ'\1, 4lld t.berofO'"* M o.dveree cl.Aaa1!1c&t.100 Of a1J.1 port.icm o.t 

lhia eon trac t ohould be 101\<lo. 

In U>c ropor\ or C!X!1al.nntion of llueh )1, 1939, U>o wtol OliO\IIlt 

or U>ls contract wuo e1aao1ficd $9,8JJ,<Y79.7l co II cml $1,41.4,999 .46 •• 

Ill . In oxpl.41n1J\& this claos1f1caUon tho Exallllnor ststoo (pop 8, 

insert 9) t.bttt t.ba class1f1cativn is ...Wu bacauee 101110 of t.bo prop6rty bas 

boon sold \o Calltornia Lands IDe. for aora t.bcn ita cppra1sod vo.luo and 

!bat, t.boraroro, $A].1fom1a IAruia will appar<ntl¥ aurror .. lou 011 the 

roo:~lo. rue hct would not indl.eatc t.bet U>o boDlr. would ouatain aJ1'1 l oss, 

howovo•·, bacouoo C4llfom1a Landa, IDe. is cl•rly bound bJ Us eootract \o 

pay tho balance of t.be purch.>se price, ..,U hao aot ao14o c;.q>le roMrvao 

!'or :such l ooaea. Furtbe~re, 1n this coMection tho txAal.ner states that 

he Ma not o.J.lO\Jed credit for inst.osnc•• in which U>• •pproioed vdue of tbe 

Vl'O}J6rt;y oxceeda tbe cont.ro.ct prico becaueo "eolllnG cost.o will undoubtedly 

&beorb ell nppo.ront c.xeosa." 'Tbore docsn• t. a}.IPC*r t.o ~ W\1 bclals tor tbe 

Elawlnor• 
0 

concl"elan in this ro..,.rd bocouae paot oxpori .. co cloorly l.n­

.Ucntoa t.h:l\ •olllni oxponso bas bc<al obsarbo<l tbroutl> curt'Cit oporaUooo 

...: inc- . 
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,. Capital c = 
{a) 1>1r.c:t a.J. Eatoto Loons t909,ooo. ru. h a c011l'ora1JI& 

( rocl utot.e loan 1>0t elauiJ'ied 1D tlwt Hport of -••Muca, 6114 •-cod 

t.o $65),000. To t.bo axteDt tbat t.bo aoc:urity eilbt be inlllftici.,t ito 

ult\DIIt.o po.ye~~~t h dependent upon t.bo not wort.b or Capital c~, ~ oub­

sidlory or Tr411114110rico CorporAtion, but obviouoly t.boro 1e no det1c1oncy. 

(b) piroct. AdYMse for Conttrustim of BuUdin& Add!d to 

1\cnl t otqto S&lot Contract $1.100.QQQ, Thh lldvauce aaa ....So purauont to 

tllot prov1e1on or t.bo •&1'-t bctwcon t.bo bonlc 411d Capital COPpanJ by 'IIIlich 

tho bo.nk OIJl'oad to advnnco 1\mds for t.be rebabUitotion or l.eprov-t ot 

proportJ eold to Capitol <A_..y under t.boa<. c011tracto. Tho cdY&Dco bas since 

boon pdd b7 CapitAl Cooopo;ny, nnd no turt.bor C011oidoraU011 1a naeoasury. 

{e) Rool. Botato Sales C011tract§ ($5S . 5S§.661,.6J, 'l'bo reel 

cstoto ll&loa contracts by which property ~· boon .. ud by t.bo bonk tc 

( C.p1t&l Comp<IJ\7 nra prncUcall:r id<mtienl wit.b t.bo contracts mdo wit.b 

Colitomia Lnnda, Inc. o11d are horetotoro dhouoood at pogo )7 . As pointed 

out in eoMoct.ion with the caliton11a. Lands, Inc. cuntro.ct, t.bo CC)Utructs 

do not ropreaent nn flxtenaion or crGdit, but Ulo a.aount aot !urt.b eODati-

t.utos t.bo bolMco doe upon t.be purehnso ?riec or ronl prcporty oc:quircd 

by the bsnlt .m t oroeluaura o.n4 sold tc Cepital C-7 undor contrccta 

dot.ocl AprU 4, 19J4 nnd oubsoqu.,tly. 

Horo &pin t.bo cr1Ucisa t.bot the J blipU"" 11 d&pendont upon 

tho ruwre ot T'r&nS&IIO:rica Corpcrati~ or it.e aubeidJ.Arloa ia not ._r­

rant.od bccauao 1n tho uvant. or a dttfault, tho bc.nk tNu.ld ro-acquirc the 

P"'P<rt7 and bo in t.b~ ......, position a s butor~ . Furt.bti"'IIIN, Co.pitnl 

CoojlU\y it a goin£ concom, ownin& and operating 11411¥ parcolo or city 

proportiea Ulr,•ushout t.bo Gtato or Col1J'om1._ , In addJhon tc t.bo pro-

( P.,rtiea balnc purchl\eod on thb contro.ct, it .ome 1.1.noncuabored r&Cil P"<'­

J>OrUos bavin& 0 carry value in acoss of $5,000,000 and eaeur1Ues 

bc•in& o esrkot or eet.iatood vnlue ot $7,800,000, wi lla • not valuo or 

S>lUD4 auoto o¥1r o.n4 oboft liabUit.l.os of $l9,641,1S2.18. For t.bo yoar 
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HJII t.bo von open>Unc 1ncoM or C&pital c_, •• ~),Ol2,JS1.8S end 

lt.s not oporatJlli prot1t $&20,200.10. In spite or tile tact tllet Capitol 

C«t;;iJ'7 h&o abe<.rbed looMo ot appr'QX1ato17 $5, 000,000 upoo tile t'eoale 

( or proporUu purch&aecl troa the built duriJ~t a perio<l or approziatol7 

sl.X years, ito not worth baa 1Dcroaaecl rna $17,475,766.56 on Oocoabor 31, 

19}}, to $19,641,152.18 en Sopteaber )0, 19)9. Thio COIIfiOJIY &111<> bas act 

.. ido rosorvoo or opproxiMtely $2 ,000,000 for loaau on proporu .. pur­

cbusd tro~ tho benlc . Bore a~:&iD tho eircuaat.onces indicate tl>at tho 

coop<n1 h aound.ly IMNlpd &rul ll\lcceasl'ul in ita ?poroUona, and in addition 

10 tho value or tho proporty aold under those contracte, t.bo lllU..to pay­

acct. of Uut balance or the purchase price is .ore t.b:1n reGaonabl.7 assured 

in rlov or tho oo\llld not worth of tho .,_, and thtroforo no adverso 

cl&ssitication ur 4117 porUon of theoo controcta abould be Mdo. 

In t.h.e report ot oxnpinoUon of M4rch )1, 1939, tho t.otal 

balOliCO or thaat contracts .... clossified $18, 210,577 .40 .. II one! 

( $~,446,067 .23 aa III. Tho sa<~e re;>sons f~r the claaaitication are given 

bJ t.bo Eluwinor, aa stated in tho California Ltinds Inc. contrACt, one! they 

t re be.eed upon the conclusion t.bat beeauso su110 ot tbe prupt:trtioa have 

boon sold by tho bolnk to C<>pitol C~y for 110ro than thoir prooont op­

proisod valuo, tho C<>p1tal Co:opany wUl apparently ouffor & lo .. co a 

resUe. 'lbe E:r.aDlner ba.s not a1lowed crodlt tor lnst.e.ncoa wh.-re the cp-

praloed ..J.ue of tho propor~ exceeds the purcbaoo price bocauao ho coo­

eludes that aollin& c?ats wUl und.,.,btedl;r abscrb all apporont excoaa. 

I t is pointed out apia with respect to thoao ccotrocto that roprdless 

ot llhether or not. c~pite.l Coapeny suffers a. loaa upM a. reSkle, tbat 

fact of itself would not indicate a 1oea to tho bo.nlc bocau .. Cnpitcl 

Coupuny 111 bound upo:.m its controot, a.nd, 1n f'oct, Nt.a eet up roaorves 

to cove~ ouch l ouos . Paot exporionce of C•pital COIOI'UI)' &lao indicates 

( tll.w.t aeUine expense bas boon o.boorbed 1n current. ~ratione GDd J.nc:oae, 

orA tha cluaitle&ti<.e> is, therafore, !..oopropor for fAtlint ~ t.:>lte into 

c • .noldorauon tho IUIOW\t ct pNfit which al.iJj>t be rcallsed "" - aaloa 

(8ut p.co Mo. 65) 
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( oliO bo<:aWIO M l ooa W tho lnnk 1a 1nd1ca t.i boe&USO of tho M t 110~\11 of 

t.no cOilplliiY ""d u.o -atrat.od abUiey to po.y. 

(d) Agre gzt CoyYrinc Purshato of futurt ep4 f omr frt­

u~!!t' Ctqltd Under Mersbz'nt.a •sY.ztU. RlflJt Corporat.1m iL.m,m.l4, 

'Ill< obllpt.l.on o r C..pit<>l CU111>0A1 ....S.r tll1o •v•-t .SO.o n•ot C<llloUwt.e 

" .,.wnaion o r credit. As berot<foro uplal.nod at 1"'1" 48, llorcb:.nt.e 

N .tH>nl ReaHy C<>rporatioo , wboU,y om.d by tho l>.nlt, cntorod toto a ciJO­

t ract •ith C•pit<>l C<>liiP""Y boy which Capital CoaPM!{ • .>s oppol.ntod •• ..,._ 

clu,.iv. ugont for th~ so.la or tho proportics duscribed in t.ho ocrec.nt 

onJ ogrood to sell tho.' at tho l1oto<l pt'ico e t tho rato or Mt lo50 tlwl 

~m,ooo po.~ year, nnd 1t Capit.c.l C<>ap0117 ""' unnble tn err oct ouch solos, 

lt •grood V. pu~cl>ASe !or i ts cWil acCOUDt ...rnclmt propo.rUea t<. -

U}ol tJ.t G.QOUDt. t~f ~5901000 per yQRr. '!he contr:~.e:t roprvMnt.a An ubU(;Cti!Xl 

( ol Cnplt.f.l Co1.1p<>n> to:> th< oxt.cnt th<>t i t is unablo to:> aoU tho property 

t•) t)t,.hero , o.nJ. Ute.n Cl)nsiata ot an e.grtJommt to purchuoo tho proporty tr:..m 

c 

t.ht llerchlmts Na.Umol 1\oulty Cor poration a t tho prlcoo apecitiod in the 

>t;N.,...,L · Evan thou£1> it 11111 'bu that in """" inst.onceo th• apeciflcd snl.ea 

~rlcos or tho prcport ha exc<.c tho present vnlue or ouch properuos, thnt 

r~ct l.n itaolf d.""s not 1nd1ClltA " l o:>S to tha b.nl< bocf.UH CApit.cl Cuc:po!IY 

1c bound b)' ita 11gr-t t.u purchase tho propo~tiea U' it 1a IID&blr to 

.. n th..,. The sound not oorth or Cnpit.cl Coap&nY oa " coins coneem 

ln<llcatoo thl1t tho lnnk 1a ..,ro tlwl roc""""'bly ao.,rod \hl. t ita obli(!;I'Ucn 

'llll bo ""t. 
s. Inte~oqUn•t.aJ. Coroor;:tU'Oil Direct Seeutttd L9f.n fl·OOO·OOO, 

Thlo 1\<m n>pn>lOimts a c11rect ut<:nol .,.. of crodlt tc a CtliOP""7 tlbich is ~ 
1Nb31d...i.u'y of TranSCWbTiC.>'\ Cnrpnre.t101l· The report. of exrdn.c.t.loa of 

"~'U 28, 1938 abo""d " bnJ.U>Cu c.f G?,l50,000, and tho bc.l>.nco •• r..f 

lhoco.,be•· 9 , 1939 ,..
8 

94,700,000. The ,.bl1(!;1'tioo 11 ""curOC: by" pledge 

••· coU o wro1 bavirl& ,. ..,und vulue in ""cos• or tho bulanCO , r the in­

ll.'bW!nosa cmd uple w pr<>wct tho lvU>· Its poyu<>nt is, thororcre, not 
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dopondon~ llpocl 11M f\lturoo ......-rlt<r, oandA&- or - 111 ot r­

-rtu eorporaUGD. !lie lOCD bu - abe-Uall:t ullllcod - itt. 

( !AcopUOI> end f\lrll>or nducUClDa will be ....s.,. 

c 

6. trqo·=rigt Stniet c,rporsu91 Mnss. ' 7 •1!4 'sr 

$5,000,000· '!'bit i~ aloo repre-tto n clinc:t at&aJ.011 ot c....U.t tc 

1'1'W\...,.,.iu Sorvico CorporeUon, 'llbicb 1a a eubeidiary of Trtlll-dCAt 

corporut1on. Tho rvport of Ollliii1Dat10ll of Aprll 28, 1938 obowo4 tbe 

blllu>~ to be e7,600,000, I'Uid tho 1:nlonco .. ot Dec•ber 9, 19)9 ... 

~2,100,000. Tilt ooeuritr bold for this oblip.UOII io ll.ltowioo I.D excoaa 

or tho &I>OIIIlt ~r tho doobt a.nd core t.hnn aurt1e1ct tc protect tho loon. 

Iu paJDO<lt, thorotoro, 1o not clo;>el>d&t upOII tho fUturo prooparitr, OUD~ 

lni povor or eucco .. of Tr..nS<llleriCO Cot']»rot1oa. Tb.1a loon bu llkerioo 

boon Sllbotont14l.Q' roduco<! anJ fUrther roduct1CGt will be uado. 

7 . Pacific C99tt Mgrtgnn Coppanx plrtet Stsurtd Loy 

.;; .750.QOO. Althoui)l tnlo loon br.e existed for oOM U.., lt b:>a not pro~ 

vi011sly boon !.Deluded or l!l'UUJ>Ud •• part or tl!• ubl1&at1ono of Tran..,..• ieo 

Col'JOOrc.tion or ita 11Uboicl1orics. Tbo !lwoinor' o ueuoo tor I.Dcludi.Dt this 

lt.oo ot tit• pruent ti.De 1a that H wna fl)rerlx un ot!Uleta of Tt'GDI~ 

c.&eric:. Corpc.rat1on and 1a closely ellled tc Tran....,rico Corporot1un' • 

lnturuta. lt ll ot.atod thst the obareboldoro of tho coupr.D7 ..re largely 

oftlcors, 41rootors and Ol>flo:yees of thO Bonlt ot AMrict. JI,T. A S.A. c.nd 

llil>roboldors of Tron-riCit C?rporeu.,... 'l'bo £)woinor cl""" co Ilia 

roe•on for inel~& this loen under •Trnn-rieo Corpora tiM !.or go LI.Do" 

the fact that t.bo eolloterol pl~od tc oeeuro tho I.DdobtMIIloss represents 

1nvuntaonte 1n much Tt-anse.nericA Corporc.tJ.on owne cont.«1l ('lr o. eu~ 

ot&n~iol intcrost cmd in s·.>QO instoncos t.bo eollA~rol ""'" purcbn•ed froD 

TrtJ\S411\0r1ca Corporot1 m or its GUbsid1a.r1cs . 

( Tbo faew stetoc! lrJ tb< £lu;.Dinor 1D t.ba roP"r ~ or OXIliii.DAticn 

l t.bo ClCUlna~i.on or 3/'Jl/39, ""'" 8, 1noor~ l4) inJ.ieoto 1D t.b...aolvoa that 

tlob c~U CWUI? t be eonaicl:>r:.d as " 1c.:.n t.<> o ..,boidiaf'Y or atrlliOto ot 

fr<o..~~or.aorie& CorpornU<>I\, r.or .,.,., t.ba P"r->t ot 'llbich io dopcodeot upoa 
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H.,. ....,_ V.t tM ...US. c.A .. , •• 0 0 0 .. ...U lir "­

-tie& Corp<>rat.lca \o A. O. 't 1'\ ta 11M rt , 19JI tw ea. - ot 

$),200,000 ODd VIII\ tM fiiU pu 2 n lftoe .. paid 11r tM ,_,. 1935. lc 

quut.1011 bc.o IY81' ...,_ l'd.nd u \o tM ""- t1-~t tlalo ii1e - ·wia . . . 
• cono1dAtrnUoa ot t),200,000 c.c:~ po.14 - ,....., ..., DO -Uoa 

C<lllld bo rahe4. 'Die Ina'"•• ~ not 1D tt.e\ ol&J.o tllat 1111 PuUic Cou\ 

il?t"tt:IOP CCGI*I7 111 a •Midii.I'J' or .., attiUa\a ot '-1ca 0\orp:NU.., 

IN~ oqo t.bat 1t 111 .., 0allle4 ill \&root.", - be U..r.to .. feel !!dee tM 

dobt 1.1! bil CJVIIP1DI ot tM larp U... ot credit.- to To = olea 

Corporo Uoa. 

It 11 DOt qui\a cl..., -t U.O ln•ln.,. _,.. It- Ilia _.eaaice. 

•illiod 1.1!\areat•, tut Ida auap1c1<0Jo do llOt a\le!l up lll!der llllo.lJaia. 

Thort 1a no 1J>d10&t.1Ala tllat T.....-r1ce. CorjlOraUOD ... UJ7 ot 1111 otoclt 

ot Pacific Cooat llortpp CollpUQ', or baa, or ..,...1_ q sort ot 11>­

rluonce or COCitrol - ita operati<ma. 'Die tact llllt - ot U.. otoclt 

ot PAcific Ccut llot'tceP CO'IIP"'Q' 1a - It- Otticero, dlNCtora or 

""PlOJ'MI of tho !luk ot U.rlO& I.T. lo S.A. cioee 010t- U.. 0' I 1.., 

ottU1.&to or "" allle4 1D\arao\ ct ~ Csrpc;raUoo elU..r 1D 

rc.ct ~r in law. 

" ' " COD 01J1 alpJJ'i""""" bo attocl!e4 to till t act U..t \Ida 

C""P~Jl1 ..... oOC\Ir1t1ea 1a tinla 1D lll!ich !nil-rice CorporaU•.a ._. 

COiltrul or a lllbot...t14l 1Dtorcot. !be t~r-tot.cbuol C111cluo10Cia to lll!icll 

this rccoon1ns could bo appl1od coulc! not I!& bot\or WueU.\414 tlld 1D 

tho vory U4Pj>lo £ina. TI'CIA......-1<:<: Corporcti·AJ -• uwr<>XiiiAWT 

( SU,OOO IIMreo <t the capitAl o\OCI< ot l aUCII&l C1\r II&Dk ot ... '""'• 

1I!Ut4 b&o a mrb\ ..W. 1a _. ot $16,000,000· ..Uo t111A1 o\oCIII: 

-.uwto~ a~t.eq 9J ut u.. total o\oCIII: 1.....-4 - outob·ttec 

~ lo a VII'J' .,bet...tJ.al ut.reot 1a tiJ&t luk, 1t 11 oboiou U..t U.. 
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• • 
•• u~ Cit.J Ill* ot •• "'* sa 81&_. a · .•• .,. _ .a~Uat. ot 

!IC'...,.nca Col'p>ft"- 'r -- ot*'""* •• ra·, p; •na o-n 

( !I<><~P COIIfOIIIF - 15,11110 ~ ot U. - ""*• ....,_ a ..--

'101"" or •PP• d•~ ~.aoo. 1e hdt1o c-t. lor\llll c- • s a 
.Uiod U.teroot ot ~ ec..,., ... u.. ....... 1\ ~- - Jatanet. 

u. llr.tlor14l Cit,J loak of I•Jr.l'k, 1A atoll orru-noo CorpuraU... ~ 

vlso o\ml or ~ a 111lletuiUlll 1At.anot! ObviulaelJ aot., Por doe -

"""""" tllo tact doe\ Pacltlc Cout • rt.Cn1• ~ ... ot.ock 111 0 -r 

corpoT'Ilt.iCI\1 ill llhi.cb Trc.IIMMrlco Cor..,rflt.iaa> .... I ... baotutial iAteT'Ut. 

or <'NI coot.rolliAtl 1At.anot cloea aot - it ao &t!lU&te or a clll-.1 

1owroat of ~"" Corporat.iaa>. 

llor doeo - filet U.:.t - of - IOICIIJ'itloo .- 11J Pacltlc: 

Cout llortpp CCIII"'Q1 wra J.llrclLu.d troa ~1co Corr.or&tio<l or 

ito aubeidi<>rtoo altar tho ait>aAt.iaD. For aauplo, tro.n.....-ic . Cor­

pomtion tomorly om~.N n larp 1At.oroot 1n l!on""""r1ca-81>.1r Corporatlcm, 

""" lmom oa 81<'.1r o.o<l Coapr.llJ, 'llbicb W&a a ••curl tivo llf!lliote w1 thin 

t.llc COMinS or tllo Bankint Act o! 19JJ, By - t.orDo of -t otowte 

Trw~...,.rico Corporoticm •• roquiro<l to <liopoao o! ito 1Ateavot 1A OJQ' 

socuritioa cCCI)lClll:r ot!Ui.at.o, r.nd CC~~D~CtiCD witb Uwt roq•1..-t 

I'Pe1t1c C«>at llortpfiU Cc>api>Q1 c.cquir..d <.11 or ito bol.U,.. It 11 ob­

nooa t.b:>t troa tbo d&to or .ucb o.cquisitlCD Pe>c1t1c: C«>ot • •t.e">co ~ 

c..mod rl th tllo r..ture and opereU...s or tbo t COIIP'II:r. .,. tbo oalo 

T'ron""""rico CorpoT'IltlCD aanro<l its 1Atarost 1A tbo ._ar....: ito c:a>­

com U. tllo r..tur• or oporation• or it. It 1a not poooiblo ta oo:r that 

boet.uoo 'l'rnn..,...rico Corporot.ico aold ita 1ntoroat 1n Bo.oClWOric:o.-8141r 

Cori<Ortltion na1u Pncltic Couat llort;;neo COI'PU\1 AC(jllir-.1 i t , tbat tbo 

( U.t..rcoto cr Pncitic Cooat llortt&&e CotJIAll\7 .,. .. tborob;r ~ witb or 

1o - · itb ~1.,.. eo • ..,...,u .... 'I'IW ICllo wwld !.Dd1oote • -

~•UJ- tbo ccatrc.r:r. 

'!Uro 11 111<mao oc ~11 tor , ,..,rtlCD tbot tbo UqoWtatloa 
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0 
231 

ot 1M IJI<IcbtG<Iaoaaa ot heU1c: ec.n ........ c e 4 la .,.,., .., •• ,..,. 

t::. tuwr• ,........nv • ....-. - • ...... or ~ c....­

poraucc or lte -ld1&rlee. !lie fan tbat hcUtc Cout s:on.. 
CoiOP'U'Y ...,, a a\cck latereat la - CCI'J'Oftt.loa la '*1cll 'free• rlca 

eorporoUon elac osa or osed a a\cck latenat 1o aot en 1Dcll.ooUoa tllat 

poyuont of tho dobt 11 depondet llpOD tho fllturo ot Tru-rlco CorporaUOD. 

In110far u tho ..,_t ot the ubUpUoo 1a da~t upoa tho MCUrlty beld 

tor H, It -:r be depeodmt llpOD the tl&turo of the c_.uea ...., .. otock 11 

plodpl, lolt thoN 1o nc thla; to I.Dd1cato that the future of thoM ~ .. 

IJ depondODt UpOD tho 1\lturo of Traa-rica Corporo.UOG. E:xcopt la ....,~ 

clrcuutt.Dcu llhlcb cloarly ""'not present here, the tl&ture o.nd proj;real ot 

l.'J corporoU oo AN nut depmclent upon tho 1Mrth of lte I.Dd1~ atock­

!lr.ldera, lolt rat11or UpOD tho auccesa ot ito oporaUona. 

l!o thorofare belle.., 1 t 1a clear tbll t U.oro h no MrH to the 

( SUtiJtoti.m that Pllclrlc Coost Kor\011" ColiJ>IU\111 llD ellied interoot of 

Trsnsllllor1Cil Corpor<\Ucc, or that poYIOODt of ita oblia&tlon ia 1n ""7 woy 

dependent upan tho tuturo of TrWl-rico C<>rpor<.tion or ony at ita aub­

sidloriu. Tho 1Dclua1on of this loon aa me of tho 1teaa 1n tho purported 

hrp lint of crodH to Tren...,.rlea Corpureticc h cl""rly not worrentecl 

under tho t 4cte. 

8. l!enk''t?rica Css!\11! Direct Stcurtd Wn lJ. .Q66.40Q. 1be 

roport of oxaaiDaUcc ebows that thia C<lGPf.D1 we t oraorly-"" lr.1 

Tronsuorica CvrporoUcc """ .., noqui.-..1 by tho Pacl.tlc Coeat Kor4;>lp 

C011peny . Tho foot that it waa acld by Truno&IIOrlce CorporoUQD clearly 

lndic.'t•• that it 11 DO lODf>'IT a ... boldiar;r or Tran ..... r1Cil CcrporaUon, 

Md no fr.cto are 3tate<l will.cb wculd ju.sUty tho inoluaic,n of this crod.it 

1n lh• 'Trenanuorlea CorporoUoo Lnrco Lino'. • aUdile 1o ate. ted 1n tho 

( r~rt 11blcb uoW.ol ladiC<lte tbllt tha papct r.t U.lt obl1go11oo 1o 1n 

&nr '11"11 c!opondont 1lpOD tho tuturo proaperity, ec.rn1nc P""r ••r oucco .. 

ot Tr'"'-rlca CurpuretiOD or any of ite ..,beW!Airioo. !llo lou 1a 

tul17 I6C\Ired, aD4 no p&r\ or 1\ baa - ..SWredT cio .. l.tled. 
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0 

9· In""'.,.,..., 7 3 =.Ieee PJm' !r' .... •= 

as>·QQD· Pam- WI IS ' I IIUia tile 0 £111 ,_.. OftiM 1u t. 

tbo nota •• ~~ aoquincl aav' <lid DOt -titne a •n•' Nd 

estate 10Ule ·-· iJI n• ot tM C..,\rollar•a s..a. ....... , tll18 

lOOil ccnoUtutod • Wepl ~· m\ ot tM liMit' a ,... Sa ._ .. ot tM 

l:lterllt'• opl.JiiCD to tbe ccatr&r71 "--loa Corponti!a ....... to­

t.bo nota troll tba bUilt tor cub, ao1 tbia llaa ba.a .._, 

10. •••tcp StfM• corppm"m Dlnqt •m·msl 'en ll~R·AP· 

Capilell c.......,, a .. loa1d.l.u7 ot "--ico. CorporaU. - tbe-

.. tt.i pretarr&<l atoct ot tbia COZ"pONtica but bAa DO ccaVol .._ 

vott.c power 11 •U~ l.a tbo •- atoell. _,. tbeaa o1..-taDOea 

lt is 1\Ct CCDI1clar&d tbet tbil COrpor&tiOD h a aube1c11aJ7 ot Cepltal 

~ oor or ~.,. CcrparaU<a. Ia ac tar u tbe 1._ itaelt 11 

( c011comod, it 1e e........S J:lr c..U.Wral !lbl.cb llaa a -t or aaUatod 

value aubatcn~ iJI ....... ot 1M _, or - 1_, aav' 110 )»J't or 

tho lOOD 1a a<lvartMlT clauUiod. 

u. tn·mrte Czsnl eorpgnMe C ?'' ot h'' 1p• 

llmda ss.m.fqi.55. Tb1a U• '1111 -..tt.r be c11-·= 1.a aw.u at 

pt.p ')6, Tbe &DOUDt epeci!iod J:lr U>o !!raplner &I All -CIIl'od llorrowillc •• 

•ot l.a llllT .., .. ot u..o word .., utca1011 or crod1t, but •• l.a tact a pq­

_,b)' tbo bUilt to ~1 .. OoMrel Corpor&UOD tor lav'='tT tor 

t1de11ty loiHI. !Uae - wr& p&1<l 'litbollt azq _.as or U.Uod.,..,.,., 

tbot tboy Nlll4 bo repaid, u4 U>o bUlk baa r.coi...S tllll coollcleraUOD t~ 
Ulo jlQlDi~Dta J:lr pNt.cti<a rro. aav' ~r-t tor 11"'='tT aav' ~I;T 

loaao... TbJ.a - ia oot .., aaMt ot tbe bUilt, DCr 11 1t Ul obliloti<a <.t 

'l"nm.,._rlco. c;..ral Corpor&U<oe to tbe lull<. 

( P'r<IP u.. tor&aol.al ~1• ot U>o .,...1,..• 1- !lbl.cll baft ba.a 

iocludod 1o1M~ .. Corpor&Uca Larp UM•, it 11 opp.,...t tbet 

l>J r .... 1M m,Jor pon.1<11 ot u.. 1- 1M1 •' t -' be _ .. <lend 01 

t....-.t.tll..-..4 c: 1 ~ 

ohlipUma or ~ ... Corpor&Uca or ita ............... DOl' .. i • 
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vpoa tM tllW. ...... ltf't- 1'11,.._ • n 1111 fit t&·~·ot¢•-• 

eorporaUOL 

233 

!M oal:rt-le lillnW.. - r.a"' -" ..... *' , 5 c 

.1pr11 25, l~,a. la U.. total - ot tall,l,S,"'· 11W1 •••-•• ..aalte 

on4 aubotuUa l FOII'M' la U.. -Uoa of tiM to\al _, of .... 

'rho Collp'rollv aloo oto\M ill h1o loUor ot Ooto\v 2, 1'"' 
tb&t tho •Jor porUOD of \be collakral plodce4 to •-• \be o11ltpU­

Uott4 ....tv 1!'reu-loa OorporaUoa Larp LiDe' an repone<! to 11e 

ao4 tMt \beretoro ao llquidUioll oaa lie uU01Jate4 trooo tllet ......., .. 

!be prlllv1 oovco of_, ot..., ..-ucaUOil , -· 11 o~ 

oool14oro4 to lie tiM t~\&1 auuq. of \be ol>Ucor, ao4 oollatU'&l 11 

tWo to auuro _,ill \be·- that \be ol>lieor fatlo ill \be-

( fo1'11aJlCo of hio obllpUou. .U tv u tM ~ ot tbe oollat v&l 11 

coooornod, tb&t '01(1\lld not app- to be &ftooto4 117 vbo~or U w.a OWDOd 

by Traooomortca OorporaUoo or OllO of ito ouboldlarill or 117 ..., o\ber 

perooo, oor wbetber tt,.. oouidoro4 117 tho owur to be a po.......,.t or & 

tNpOr&q lDYOtt-t, 

!M Oo~~ptrollor aloo ...tort to \be 41o'bi1H-t of 4i~ 117 

frant-rioa Corporation. !be ao.Jor porUoo of ~· 41Ti4oe4t ..... of 

• ..,.,,, \be 41otrilri1Uon of ~of tiM otock of Baalc of .Aarica 1!.!. 6 8.A. 

with a n lue at tbe u .. ot dlltrilri1Uon of approltiahlr t6o,ooo.ooo. Ill 

to far ao tho _, of cub 41Ti4...U 1>7 tr....-ioo OorporaUon 11 coo­

corno4, oooo14araUon ohwl4 be ct,..., to tM tact tllet thaT wore to ao 

u toot lotluenoo4 1>7 ~• tu otatuto Vldob t or all praoUo&l JIIII'PG­

prevonto4 a oorporaUOD trOll uiDC ito illoOM to pal ih <lo'bh 117 t.PG•iDc 

( boo,., poD&lUto in tbe fora ot t&Dt for faUve to Uotrtbv.to ih ..,.., 

bet . ~"""'' to lh otfv 117 letter of Sept..,_ 11, 19)~ . !r~ 
Corporation bu acrM<I to .. , uido lh 41Ti4a4t fro& \be but to .... •o4 
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c 

c 

0 
.u~rto ~......._.,, .. _. ........ .,..._ .... , a. 

1o od41Uoaal •"'* Ia.,. "'* _..,. ,.ns.. tl • *' ..,_ ........._ 
r.eol•o4 ll:r fl" Flea 011»= M• r1 &IIIII .. tiJO.OOO.GO ... -... 'W'I .. 

to •"""' "'" ~-• ot Cllil'tal o a a • .. : 1t •uee~ I•Ur 

eorporaUos ..... Uo - ·---1-oall WUWIIc ........ ..,._ lukll "w .. 

file 1•"• ol ... o.,uou ..... - 23, ..... "'" b .... ol 

'V!oltUolll ot Lw" fJI"I.tlao a 'U'ioltUoa ot looUoa 5200 o1 U.. t.noo4 

Slatutoo Ia oooool•• o1111pUou of frenurr\oa OorporaUoa M4 ih ,..._ 

o!41arloo. H 1o boll- \hat lllo ~roUar'o ooaol•lou 1a l'1!o re10p101 

are iDcorrocl, bill la ..U. ol lllo fact "'"' a 411-o!oa o1 lllo 1~U:r of "'" 

Yariou.t lrauacUou lo 4epudal - a tbol'OIICII ...... _... o1 U.. facta, 

llle repl:r to IIllo portia ol U.. ltllar vt.U llo roOVYo4 •tU a 111• pold, 

Io or4or to tull:r -orotao4 tho oalwo of lbo lllhrnMerloa 

Corporation oontraclo ODd lllo ........ in whloll tbo:r ~beoqQOGI1:rvoro 

l!qu14oto4, 11 1o llOooooar:r to coao14or brlefl:r lllo o1r01aotaocoo Wl4ar 

llblcb thou ooolraolo orlcl-aalo4. 

OD lfOYoUII' 1, 1930, - of -lea of C&lifonla, a olalo 'bult, 

colllol14olo4 wllll- of Ilal:r I&Uoaal trool ao4 ·~ .Uoocl&lloa, a 

... u ooal lloDit, 1m4or lbo c:11arter of - of Ilal:r I&Uoaal trool ao4 

SOYiDCo .l.ooocla Uoa ODd 1m4or 11oo - llut of Merica I&Uoaal !roo I ODd 

SuiliCO J.uocl4Uoa, !lbo flrol •ze='MUoa ol lbo oo-114alo4 'bollll: 1l:r 

the lalloaal Jahlo: !zee!MI'o vao oo-lo4 1a 1Pellrul7o 1931, ODd v<.a co&­

clll4o4 oo Na:r 5, 1931, !be report of lhle ozeaiuUoa obovod --111o 

u eote o! •111, 700,000, ao4 \bo lloUoaal - l?sMI.aol' lll4 l)opoll:r ~ 

troll"" of tho Ol&rroDO:r ro"""o4 \hat oODolhlDC llo 4oM alloat \booo aoooh 

prior t o .7v.1:r 1 , 1931. lbo a,lor port los of tbooo 11-, ao voll ao ..... 

41tlooal u- which voro nbo-ll:r 4crro1opo4 1a 1931 M4 \bo -11 
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,....., e ~"""'~ 

c rf::&~f.:lf~ ff.Uil~ -,~~.aa;;-!~! 1 ' ' 
I! o • , .. 3 o .'Jl,..,,.. •fll-"c-- l" J:. "'f ...., Cll ..._ • ..,. o ""' ..., P: o n 
:: .-1:o.;-5 o g .. :;oq .. ;~ §.o::~l!ft£ 11. 
~ & ~ o .. .. , ; & ~ ~ r ~ • ~ o ~ ~ • 

r • : ~ ~ • ~ o R ~ ~ ~ ~ - ~ 11. ~ ~ ... ~ " • ~ o ~ 1 ~ 
r:;fl:s·~~ ... :"'"''qc;~ .... ·-1 ~~ ~~~~.,..= ~~ .. li 

t ~ f f £ f i ! g r i I I 5 f ~ : ! If ; ~ . c lr ~ i i t' I• i i 
Jfl .. fil([,fcrll.·~i• !.fra f J 

r w I ! : ! £ a 1 i! f ~ ~ ~ l . ~ 

1
. • ~~ I I • 

_ ....... _ ~!l ....... l fl Jl 
• - jo .. 0 l .. .. - l - r I 1 i rll l I I 

0 l:~il! ~ •II' I fJl 
i I ! 1: t f I • 4 : ~ i I i ! & J .. ~ i I f ~ 
I i l ! : i I I : ~ l r f i ~ ; ! : I ; ! e I I ,. ' r ~ a 

• ~ 1 r 1 i i ! ! I i I r I : ' ~ ' ~ 

~ i · i ! 't- : i; 1 , l l! ~ : i ~ J l i i : i.f! 1' ~ 
1
• 

. 1' i 11 
.. ( i i •[' ili' i . . - . . 
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0 
.. uooal Jo111t 1 1 - alaa1f1M 111141UOIII!l ••' $ ~~ MMW rtl 

$10,21-.000 11114 ....-H& u.•- 111141U.-1 .... ,," owU•ll' 

( ,_to4• ,....,_, to u auw ' vUil U. O...UOUor ot \Ill Ow: f• 

.,.otb<lr r.cr-Oilt vao -"' -, Gorpora\1011 ot .liall'toa -... data o1 

r•brlli'ZT l}, 19}2 two 4"1'1 'betoro Ulo olooUOOl IOhloll ..- u.. tonor . 

aMOtOmon.t l.n nbe\AD\1allJ tJ1o eaao fon u tho \vo pN"fiou ocru•• ••• 

CorporAtiOn of ...,...1on ploclce4 ooOUI'1Uoo for Ho ooaalt-h liDdor tlllo 

.qoo.'10nt, M4 "' tho lUI u ... ploclce4 11441 UoN>l o.-Uloo tor \ho two 

proYIOV.O r.croomonh, wllloll 1n911l4o4 o.-1 Uoo 'boloncU>a to orrau-rloa 

eorporoUon or lto otf1U<-.too. 

On DoGODl>or 11, 19}}, Corporation ot .uortoa •"'•rod lnto "" 

acr.-.>1 111th !rnna.-riM l!Q:-.1< l!o14illj; CorlpNI7 b)' \lhioll tho lntoroat 

of Corporation of Jaorioll In \ho "bmo controcta vr.o ooolcl>o4 to !r' .na­

= rlon BMl< Hol41DG Coo:lp<IDT. vhloll .,,,,_o4 ..U of tho obllpltlon• lll>3. 

tlu> 11111>111 U oo of Oorpor~.Uon ot .AmoriM liDdar \hooo ..,._onto. 'l'hio 

tronator "'" tl(ldo l>ooauoo o.t tho tl.mo tho atook ot Corpor .. uon of 

.lloorloo. """ ownod by tho oht\roho14oro of tho llcJllc Nl4 OMh oht\ro ot b<IDI< 

otock Cllrr1o4 with 11 n aht\ro o! otocl:: In tho Oorpor .. u on. !hlo o.rrnngo­

J>O>I ""' roqu.l.rod t o bo tomllv'.to4 'b7 tho liN>Idn& .Act of 19}} Nl4 1\ """ 

oont cnplr.tod to Uqu14Bto tho aaooh ot \ho Corpol't\Uoa of .t.oric" "" 

fnr no pooo1b1o to pomlt till• ooYorn:>CO• !'ho tl't\Mfar """ ooooontod to 

b7 lin:\!: of .laor1011 JnUoN>l truat Nl4 8-.YIDP Aaooolr.Uon, 11114 Ulo 0.... 

por r.Uon ot .laarlon vna roloaao4 f~ Ito 1lnbllltl01 1IDilar thO .. 001>:" 

trncto In nov of tho r.oouaptlon by _.-1.,;. Jeok Bol41DC ~· 
'lhcao throo oontroch, vbloll MTO ooao t lnot boOOl rotorrod to "' tho .PC 

oonttMtl apa moro of\ on C\1 Intor-.ADorlc.n CorpOm\100 ooD\rr.c\e , woro 

orlclnolcy ontorod Into botvoon tho b<IDI< ~.nA CorpornUon of Aaorl~ .• llo4 

Ilion nnlllftod to tntor-JDorlM oorpornUon vllloh vno orJ.sinnll7 ,..,.,.,4 

TrnnoMOrlon ll<.:>lc l!ol.41:>1: COIIPM7• Copl ol of thloo ~-nto nro nlr~ 
ln tbo Coaptrollor' o OffiQO wt 1f l\441t10W ooploo ..... 4oo1ro4 U.O' 'Fill 

bo tunlohod upon roq~>~>•'• 
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• • 
,. ,.m_'q , ...... ,,, .... I ' -~- Ia .... Is' I I 

., coot roe\1 of ,_ tr ·raet ~ .... _._ ** ._. "-., ... .,. 
( lA tbe ro]lOI'tl of '•\loa " * -..s-1 .... • 7 1 ..._ • 

701Z 19)1. .All of tM ...._ tptt .. JI .. It - I ' 7 I .. .,._ 

.-rica o.rponuoa, t1211a1o- to au ..-"-1 ,.,._ u.. ee~e ,..., 

bcl4ar of U.. -· oonWac 99o65!' ot 1te Jtoolo, 121Go114-"" _1., 

~ ... , 1on "" u.. n- """" ,..,, - 'llr • o-"'· r. -

roportt of uPrdnMloa U.. ....,, ... llu tK. \!Ill poettt• u.• tMM 

conlr octo wore O'<ltriebt ooatr.oto of oalo u4 aot -treoto of coonaQ-

u o1alao4 1>;r the 'buk. fhio pooUioll 1o at-le u nprtlNo of u.. 

foro of t bc --'"· U lo oloor Ul&t It wu Ill- tna U..tr ._ 

c~loo \!:at thq oh01ll4 'be ooul4erl4 u a -\7 ~t looo, AD4 iU 

all t wo thq he'OO- oo tl'l&to4 1>71>oth par\t.o to til& --'•• 

'l'ho Initial OOI'1'oepoii48Doo oo \hh oui>Jeo\ lo4.1oauo 4at1Ditel:' 

\ bet u far ao U.. Ottioo of U.. CoqltroUer of tile oarr-7 - co.-

( cenecl these contract• wr• ooM14en4 u a .,..a\7 __ , loee 'to" 

!r.....,rlca Corporatloa. OD J.-r;r 27, 1932, which wu oull11-t to 

lbt oxocuUoo of tho !trot two acr-••• U.. ~roua: of U.. OU• '7 

o44rouo4 a l etter to Ju . A. llac1pl"P10 til& thaD Prool._t of -

Mtrlca Corporation, M followel 

!IJ.S.SVIY DIPJ.Il!IIJJ! 

Qttloa of U.. O..trolla: of U.. 0111'1'-7 

llr, Ju, .?., lllooipl'IIIPlo Pl'lol41AIIlt, 

"'-toa Oozporauoa, , 
46o llontc-r;r hl'llt, 
Sao Pruotooo, Qolltol'lllao 

Door 811'1 

Ia tho _, rt .... \ .. of tile ... ot .a.rtoa 

laUoliAl. 'fnllt u4 la'l'iap MoootaU•" u- IIII"P'~'t: 

prozae•·•· •• ~ """ 000 _. o:&aaeo4 u loa-· or u •-· 

cioll\17 wv:ib cdlane'- to ,.,.._ ~ .. b·ab\1•· 

·---.......... apia\lOIIGD 

• 
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"111>4oroeortac nppllo4. 

It l o Olear \lit\\ \be Co ... \rollor DO\ oalz OODOiUrM \be \we 

F«fouo r-h M p.zr.a\loo r.,W.t 1o .. , bod \lit\\ be --" 

' 
ttzrll>er wrut.., 4'1'1"""'7 for '1M rA41\i-.l •u .ooo,ooo --- \e .. 

CIW'NitoM 1n Dee.Uor Gf 19:Jlo 

boo coll\moto tr• \llei.r l&opUoa .,.... 1t.t.Uo Yi- n. 

ca.•.r.-..,uoa by Corpori\UOil ot -rlon, r.lld 'ml'i...,. •""•• ill tile boob 

ot Corpol-e\1011 Gf -..1.,. oD4 o\ller -14Jarloo ot --too eor­

poratloll l.ll41e<~to \Mo fact, Oil J<a. )0, 19)1 , OozpoJ'C>Uoa ot -.rtoa 

act "'' C\ ~oarro for » ooto Par._ - Cootrnct• ill tile - ot 

$15,000,000, oD4 \Mo ...,. I.AI>rotlao4 oa lop\...,. 22, 19)1, \e 

$)3,7A, lll7.20 oD4 ._ lrN>aforro4 \e two oU..r ,. .. ...,... ._.__ 

"Jaa.,..,u for .Uooh of-· •111,71111,1~.20 0114 -.,. :lelA\ho \e 

'IMk CoD\racte• . 15,000,000. 0D D1 h r )1 . 19Jl, U. tl.O, OOO,OOO ~ 

tro.ot """ o_,to4, nD4 "' \bet UM -~ ... - lol41"C ~ 

oot "'' aa Menz~\ ~lo ._._w "LtGMll\7 \e - Gf .lloortoa 

ktlc~ tz.t o.a4 1m1acw Mooolc.tlnll ...,. .. Cootrnct Gf ~ .t 

!ls4 b •. 8Ueoqaea'l.J' Ua8M NIP OM WN ... ,..... ....
 ' ' t• 

LlablU\7 11114 ,..oiblo Looo ...... -~ la...Oo I V Ooatrncto• 

( o.ll4 wero C>:\ftio4-. \ldo _._,loll ar1"C tile r '"'or of tile 1Uo 

of t ile .,.,....,._, la u.. -• A -• .,.u~ ......... .t ll• 1 -·- -

lol4tJoc .,_ for \be.,.... OD41IIC D .,., .. :Jl, 1'Blo 11'011-1"00,. ttl 
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• .. 
po,09~.376·57 - ~ • ... n-uea ..... , ..... ~--- .... 
f.l&blli\J' .... l' Olalll'n f1l' ... el ~ .. II llr .. b& ··-··~ 

( .t ... wtU. ... ., ...... 111''"" .......... , ... , .,., ..... 
1M tollMibc ,_..... IIIRU ala " _ .... , ... 

(1) file -·- ., ... I no "-elftll le _. ao .. lllillato 

lllllt r tht .,.._, aoubW, _,. oUiar tlliiiCII, of '""" nlaUoo Sa 11o114o 

on4 4eproolat1oo la 'llllllk pnal-. Obrl01&117, nob .. ta'-~Sllla It• ao 

4epraolaUon oa MOUI'lUoo or 4opnola\loa oa - pnai11o aoa14 aot pn .. 

olblJ' be u4o \be nb~oot •"•• of a o&lo, 

(2) w .._... ..... - 819 ot \be ·- - b ... ~ 
llt:Dtl WeH b7 tiM t1a1 Of U.. 8Cr'I.ID'I to,. 41ppllel UNe\J.7 ...... 

U.bllltJ' of Oorpn,.Uoa ot -....... 'l'ld.lo tllio proYhtoa, at ..,....., 

h not oocuo&rl17 loooad-t wUII Ula \IIMI'J' Ulat tao. &oll\o woro oo14, 

It h onortbolooo oouh\oat wl tb Ula oou\J"'IC\loa \bot tbo ooatftO\o 

nN lnt oo4d ao a .,_,..,,. -.a-• loll ao4 Ula\ liMa, Ularatoro, ...,. 

••oo•erJ • • 11&41, tho loll •• ollatute4 oa4 a OOI'I'Iopolllllac oro4H 

ad.e upon tho llablllQ' Gll4or \be ... ,,..,, 

( )) hoa \lao to \lao ""'u #nt Ula lifo of \llo ooot,..h, 

nrlouo • • • • to 'Ohlab ..... l.aclu4e4 to \be _, ... to - 'Ohlab - ap­

prec1&to4 ta ftl,.. nro rowtoro4 to u.a au\lft aouh ot \be - ao4 a 

corroopcD4tac cre41t _..- u.a llabl11Q' -. .. tao. oo•-'"· lllh 

- oxproulJ' prorlW for 'liT - ac> 1 t of Doo.bor )1, 1931· lido 

PTOco4uro baa bl• oi'!Uc1u4 'liT Ula ~troller, ao4 bh ci'!Uol• wlll 

'be &aJwere4 la aaother part; of We leUer. 'lor the pn••t purpoM, 

bo-er, tbh prooo4ure to41ooteo olearlJ' _, tbo ooot,..to wero tro&W 

• • cuaraoueo 0411ioot \be looooo 'Ohlob bo4 •- utla&te4 111 \llo ._ ...... 

11poo tho &pproo1aUoo to \be ftl,.. ot \be aoooh, llo-r, Ule pnb&blltQ' 

( of lou •hiob bo4 oooaoloM4 ._ - 'MI''' ol&oolflooU• - ol-W, 

&o4 to that eztoat \llo .....-7 -.a-• loll oa\lotloL .. tau\ _, 

tb1a proco4uro -. &dopto4 ,,_ \Ill l.aolp\toa ot 'Ill _,,.. .. ID41•• 

- n-
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~ far "" u.o pr .. oat •=c"' t 11 oo ... OI'M4, lt -~ 

1M cootroou for what \bo7 apparoeUJ voro la'-4o4 \o llo, - •t.o 

It aoouco4 tho roopoaolbtuu .. ot __ , 11M ooul•"-U7 a4op\o4 

u..t ooaoti'IIOtlon M4 coY01'D04 1\1 ao\1oa aooor41ae1T, 

'l'ho lopl oollloquo~~COI of a vrl\toa "CC'CC •\ aro ao\ 1100-

oorll7 oonf1ao4 to tho vor41 of tho acr00110nt 1 holt, hrtbOI'IIOrO, .. ,.. 

rouo,..bl o ooaoti'\IOUon vhiob 1a plaoo4 upon tho -111- of a vrtttoo 

oontrA<>t '117 tho partloo tboallolToo ao4 aoto4 upon ov.booqaoDt to tho .,.. 

ooutlon of tho contract 11 la tbo fiaol &JIA1711t tho oal7 latArprotaU• 

that ooa bo plaoo4 upon tho tCll"DI of tho lDitraDODt. !booo oolltracto 

!:Anne booo latorproto4 troa tho loacl""'lll '117 botb parUoo to tho .. ,... 

troeh with tho approYal of tho Conptrollor of tho 0vrGDD7 u CQOrCllltlca 

ncalno t lou , tho prOJ)rlot7 M4 Yal141t7 of tbo oubooquont aoUou of tho 

Jl6ftloo Wldor thoa '"'"' bo oonol4cro4 1D tho Ut:IJt of tho lDtorprotatlon 

uutually asTOOd upon. 

SUbooquont Saloo of Cbarp-otf ~ooto 

Subooqv.ont to tho ozocutlon of tho oontr10to of JuDo 26, ao4 

Docoabor )1 , 1931, M4 tho third a&rooaont on J'obrwu-7 1), 1932, cartaln 

chnrco4-off AliOto voro oold b7 tho b6Dt on J'obrua>7 1 , 19}}, for a COD­

oldoraUo~ of $25(1, 000. !ho bClnk oold to Corporation of ~lea Ill 

chnrcod--otf it- tb~ ..,.,4 or ponono4 b7 tho -· or whlob Di&bt 

tboroottor llo M qv.iro4 on or botoro lUl:r 1, 1933• !hooo obar_.,tto 

woro 111.booquonU7 1noludo4 in " oolo of IIQDOI:'OUI auoto on Doo .. bor 11, 

193}, 1>7 Corporation of •orlol\ to !h'A111-1o<> Ool\Orll loldlac C~ 

A.'ld on Dooonbor 30, 1933, trl\4oforro4 troa !rran10110rl4& Oonaral IIDldlllC 

C'"'POD7 to TrMoamorloa JaD1t lloldlllC Conpall7• J7 ocroooont dated 

January 2 , 1934, tor a oo111ldoraUon of . 50,000 tho ,.. ool4 \o -

aoortoa llank llold1D& 0oapo.n7 obarco4-off ltoM \bon oa tllq lloob of tba 

bo:ll:, •.M l\47 fUturo u- obo.rco4 ott wp to J'ol:l l , l9J7• :17 ""'-' 
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c!ato4 Ooto'bor 1, 1936, lDt.,...• noa .,.._,..loa (t._~ oalW "­

.,..rica - IoWA& Co 1 1l ool4 \bo """ c 4 ott ''- *oil w .._ 
( .. qulro4 =401' t ba .,._..,,,..,, ot le'"-7 1, 19)3, -~_, 2, 19~ 

to Cc;>Ual Co- 6114 ColltOI'Illa :r..lo, lao, for \bo ._ ot t300, 000, 

p!UI en o44it!OD01 ODOIUit 110\ to ozcoo4 t2CO,OOO to bo paU .,., of 20jl 

ot tho r oco.,.rioo DAdo troa tho it_, 

p;ynont• on Intor-Jeortca Conora\10! Oo•traoh 

'rho total IWOW>t of tho tbroo I11tor-j,oorioo Corporo\1011 00,.. 

t roeto vna t35,213,902, 61, ,Prior to Jul;r 14, 19}7, th1o M4 boon r oduco& 

to tho '""of .8,561,087,07, 

'rbo 11qul.4Aiion of tho bMDD.eo of thooo ooDtracto OD ~ 111, 19:J7, 

woo oft oc to4 In tho followillc ,.,..., .Bomk of jaorico laUoDAl frv.lt no& 

~·l.aC• .l.oooci i\UOD acqul.ro4 for $6,500,000 troa tba Copltal ~ -

C..ll!ornla lAndo lno. tho Ullltqu.l.4ntod porUoDO ot all of tho ~ott 

u ooto whi ch ho4 pronoual;r boon IDOl'lllod In t ho throe ortc!Dil IDtol'­

klorlon Oorpor t\Uon contrMh, no& In tho oqoomoDh of l'obruar;r 1, 1933, 

M4 JMUIIJ7. 2 , 1934, Tbooo Uoma bod a faoo ftluo of appro• iDGtol;r 

$55,000,000, upon acquhiUOD of thooo aooota tho bcDk trnDOforod tba 

oun of $6,500,000 to Oopltnl 0oCIJlO'Il' ao4 Oalitornlo IAndo. Ot th1o ..,cnmt 

$657,645 vno appllod UpOn tho roal 01\oto CODtrMt of Collfornla IAndo, Inc, 

!ho 11111 of $5,8lii+,2S7.07 we peid bo.ck to tho llanl< - !'rODOaDOrloo CorporoUoa 

ond oppllo4 "PPD tho orl.c1DA1 lDt...-Morloo Corpor .. UOD CODtr acta, rod""illc 

t ho balaoco to $2 ,716, 1100, !hlo bolnDco wno ooUlod b;r tho acooptono. troa 

l ntor-Aaorloo Oorpor 4 u 011 of 56,6oo oboroo of tba capitol otock of 111\tl onnl 

City BMt, ht\•1DC r. DIIHDt .....tuo et t h<\t U.110 of $2,716 ,800 (ooo Inttor of 

M :• 15, 1937, lxhlbU 4) , In coiiDOctlon with tho Mcopto.noo of thh 

•took in oottlonont of tho bnlN>Co of tho oontrMt, tba bMI< '""" to -

CDOrlca Corport\Uon an optloD to ropo.rohlloo tho otoolt trOD tho bcDk a t tho 

PIU'Cht\oo prl oo of $44,00 por aht\ro, to be oxorohod for ""' l.noo tiiNI 11,320 

abo.roo por 'i/OtJ.r for fi'I'O J'O."Zi o no4 1n coDOt dor a U oD of \bo optlOD 'l'rr.D .. 

" ' •riC<\ CorporntloD, to proW.t tba but 1'41'1»' loll , plodcod with \bo 

-79-
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11&11): CJI a441Uoal ll,lloo- ot 1toak wttlo _......_ .. ..U .. U. 

ort""t nOOOIIAr7 1JI U.0 owat t llr.t 1JI - .,_ U. opUoa - Mt -

( cloo4• A. coW of tllllo opUOD IICI'I ••t 1.11 at-, - Jllld'bt\ 5o 

Io eoODDotion vi\b \llo 16,500,000 Ueuaatioa, 'fl-loa Oo~lloa 

014
cut o4 M acrooooat 'b7 wl>lcll it _...,.toed. U.Ot \Ill 'lie'* -a ,_.,.. 

u,pon thAl 1\ttOh , I>Ot loll tllaa $6,5()0, 000 v1\b1a tho 7'101'1, u4 " ' tile 

rolo of not loll tlx\11 .1, )00,000 por 'TOM• !!Ia contrMt prOT14o4 tbD\ 

colloctlonl ~n \ho n11oh in """""I of $6,5()0,000 lbou.l4 'too 41rt4o4 

oqU:lll7 bolvoon thAl bN11t tiDd !r8J>&l>IJOJ'1ea Oorporntloa tor "por1o4 of 

too JoDrlo Nl4 tborOI\ft or 1\ll roeoTOrioo obou.l4 'bolo,.. lo tbo bc>DL j, 

ecpJ of t!l11 p!U"OJ!t7 11 a ttacllo4 .-.. lbhlblt 6. 

A.o 1ocur1t;r tor \llo failhhl portorml>4<> b7 !r-104 eo ... 

poratloa of ito C\IN'Nlt J , tllero voro plo4co4 v 1tb tbc 1>a111: tbe follcr.riD6 

occurltlol, b41'1QG " ftluo ot $7 ,56},6951 

66 ,560 obl\roo Contrnl lleDk, O<lclall4 
5,1!45 ' Jirot ktioMl liMk ot Portlall4 

10, 000 I llaDla>l:lerie<> .Acrleultvnl 
Oro41 t Corporllt1oa 

28 ,)00 

~ 
• 
I 

• 
}1 • 

Betioi>Ol 0117 BaDk of Jov Tort 
lk>.lllt of A.m4or Cow>\7 
Boak of A.. 'L<i'rt t. eo • 
Boak of Dart• tt.56~.6§5 

!oeo,.orlol upon tbo1o uaoto nD4 ~ah 'QP to Doc•'bor 9, 1939 

hl>,.o ct~cnmto4 to $2, 782,1!76.07 nD4 tbc bolNlCO to 'too roc01'01'04 Wl49" ~be 
CUO"""Il" ot \'rlll\l•onon Corporotlon ca ot tlx\t 4Ato 11 $},717 ,12}.93• 

ll:r1otl7 .-hocl., tbo not r ooult ot .,u ot tbooo tr.,..ectlolll 

h t bot In 19}1 tbo boDl< vee p...,...,loocl. opiDat loll on --blo aa .. to 

or $35, 000, 000.00 N14 tbro"6b cnob pqcont1, r oo01'oriol, oD4 aPFoc1o.tlon 

in au oh }ll'0>1.ouol;r oborco4 otf tbo Mount ti'Jl'l'Mtoo4 bel boon rocl.UQOCl to 

lo11 thAn .4.ooo,ooo.oo nn4 tbc p<I1DODt or tbo br~MOo tl>ll1 uanrocl.. 

--
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1939 to U.O _,.. ol ~ - -' -'..S, l'&lHt ._ U. a..&..U.r, 

oo4 1t 1o u.onton -.sal \o IW'Il• ~ *' 11M ,....._ ... ta -

( DOCUOil wUb tlleH t-l- ta pnft- """'' o1 --loe ... 00..,... 

pou4eDCt bot- tile o.,traU.r u4 tile but u4 Ito .loal'C ot Dlnoton, ta 

tho ropor\ of .,...t .. UOA .. tile •u~ luk Z..toor oa Aacut }1, 1937 tile 

Ju,mlntr oot forth ill datall all of U.O tru-UODO abo.,. nforn4 to u4 bh 

eonol11t!ona aD4 rao-lldatlODI n tb ru~ot to thlo 11Ddar thl NoUoo of \hi 

conoolldaU4 raport 4oli-te4 "Loaoo to .tJ'fU tatu to l:rcou of 8ocu011 234, 

Jederal lt11rn Aet. • 

Oil 11117 6. 19)8 thl Cbai....., of tbo _... of l)trectore, .1., .,, 

OIIADil>l , a44rtuo4 a letter to llr, llarehall L !11,., .l.cti"C a..trollor of 

lhe o.z....,,., nth ru~ot to the report of n.,• .. uoo -~e u of .._.t }1, 

19)7, e&lllDC tho a..trollorlo att&DtlOD -iticall;r to Y&ri011a it- aD4 

crltlclue of t.he lmaiDert • nport. It •• alter the C011ptroller wu ab1.M4 : 

of tho br4' • 4h14on4 ...,uoo on Soptoobor lJ, 19)8, before ""7 ro~ to tbh 

lot tor • •• made, 'l'ho Co10ptrcllor 1o repl;r, altbouch 4ato4 Soptubor 1), 19)8, 

• •• not ma1lo4 11Dtil 8optoabor 15, 1938• Thio letter, In a44lt1cn to c1Y1nc 

tho Comptroller' • anowor to tho pointe •4• b;r thl Chal....., of tbo :S..r4, 

co~.a.ted tn central upon the critlcl•• and reoo.end.atlone ot the Jatlou.l 

!ool: lzoalntr In bit roper\ of uaainaUOA of "-"t )1, 19}7. lfltb roo~ct 

to tho traAtoCUono whio.h 111Uaatel;r row\1lta4 1A tile IIUIDC Up of cuarutel4 

loana of $6,50Q,OOO, thl Dlput;r a..trollor ot.atl4 u followa: 

' 

•tt to noted troe 70111' litter that at tbo tiM it 
""' written thl eo-eallo4 •cuarutee4 10001° had boon 
nctuced etn.ce the ex.u1D&t1on tro• $6 • .310.000 to 
f 5,525,000, 'l'beoo loono ob0\114 be ada'!""tll;r aowro4 
111tb roa41l;r -table collateral. In ...ti"C thh 
otottMnt thl b&Dt'o octlon ill olioinattnc tho controcto 
of tbe Intor-.I.Mrioa Corporation b;r wrltlnc Up ~1to4 
Stoteo an4 lllnloipal ooftl'itioo opproalaatol;r 
fl~.ooo.ooo, hlrotofore roforro4 to, aD4 oppl;rinc that 
UOI1Dt upoD -h oootroch bao !>eon ocno14ore4, '!'be 
oootrocto are UD4erotco4 to bo.'lt bolD ado'!""hl;r oo<nln4 
b;r aorbtoble oollat•ral 11114 U _. tbo. l.opl'lotiOD hire 
thl controch wro to be oolleot .. to thl utoDt poooiblo 
aD4 If thlre ,.. 01IIT daflohDOJ'• tile daflol""": '!"" to be 
prort414 fer b;r &Oleo of· thl N<n1l'i Uto plldce • 

-n-
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\110 Currtll07o .., IIIII II a.tMw .. 

~~-........ ,a,._., .. •.... ., ...... 
oltll rupoct to U.. NfOft fll ••,111111611111iil .. •rll' jl-.jb!IPIIIWW a ... ,. 15o 1 ... 

Clch ropcn 11014 llbftM 181111•1 a tu•w ............ , ., _.. 1111._.111 __ 

'011 ,... I, a-n I, UleH Ia ._ ,.._ IIJal'.- r.a-• 

the •xtn~~tcm of onat ,. !I rloa c .. ,. .... - ••• 

tulol41arloa, wii1M IJu ,._ ontlaiM4 t• ,_, •• ... ~ 

~ opprOl<latolT t76,ooo,ooo, or ta - .. fll - ..a -
holt Haoa \be 011'1\al wtook ot \M .._., It II -ot \loa\ 

1111 -.llo4 ............. t.oua• - ,. ·5·500·000 •• 

roun4 ,.len, !late -• lllooo14 lo twlq oo1Wo..UM4 117 

....... 17 __ ,_. .. -Uee, parlloalal'lT .. 'rift ot 1111 

metbo4 uoe4 to ollal""'" \M ooatJMto et \M b&a,..,...noa 

CorporeUoa '117 11'1\IDI vp llal\ot 1\atoa 1114 _.olpel -U11 

appron .. t117 e~.ooo.ooo 111111 ~ tbat _, u a oro4U 

oo web coatnote , *lola wn -. lo41Dato4 to ~ Mea -

quato17 ooOIII'o4 b7 -table oollalorel , U le 1111 poalUoo ot 

tho orttce of - Callplrollor ot 1111 Coal'l'eM7 \loa\ ...... ·­

lrao\1 lluN14 ~ loaa ellllloa\14, aot '117 a -.!111 ot tile 

anot coa41Uoa ot \M - ~ ~~'~*' vp oenata aoooto ao 

1c41cate4 ·-· but '117 aotaal oollooUoe, n\11 UJ a.ftol._ 

token can of 011\ ot tile -Uea plo&eo4o 1 

It h to lo aote4 \bat altlloQP at tblo ,._ tile eo.ptrollor 11014 

t'ull wo-uo" nth reopeot to all ot tile lrea_l_ ,..,1111vp to UIJ 

-~~•• loaao ti'OD&ICUOI>, ao ._wtlo1> JU-. thai UJ 1ID1..tiJl eclo 

ha4 ~··• c081Ue4, aor ..... tile , ... -u .... teolpato4 ao -at• or 

""'ouo4 "-111 pnoUca, ]lr a letter 4ate4 Octoler 11, 19)1, ild4I'IJI"' 

It 1llo Co.ptroller ot tile Ourt..,q, \be lloal'4 of Dlraoton of tile.._. 

roplto4 to lila ~troller'• litter of Soptoaler 23 oUII a 4ota1W ........ 

oaUoo of all of \M ,........,u_ rafo1'1'14 lo 1D blo Iotter of llopl-1' 

a,, loel\141111 u apl&MUoa Ia a.1a11 ot lbe , ...... uou reoultiJII II 

lbo &U&ruloo4 1-. a. np1J to Wo l•"•r wu enr ._ '117 Ull ~ 

!roller, &1>4 eu'bHqv.e..tlT a.anac .. ot.,_.. loal4 1D tile ottlca ot 1111 

Ccooptrollor ot UIJ Ourre11117 1D Doo-r t1 19)1 • --•-...... 

lbo ocl"too to lo tabn Jitb reopoot u ftl'l.,.. crtUoloo& ,_.,_ 

... .,...., _... ., u .. 15 ot tho _.. .... , ot --· 15. 19JI, ... 

rtloto4 corr~opoo4eooo u ,... ,....retoo4 that lotb tile ~roller _.. 
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~·t .. u~ lUI< Tr ·-~ w ...- '' u.. U.Uta\IAI ,...,.._ ,.,,,.,1 

ta te.. ooDitniiiiMie 

(Urr<ID<7 tO tbl Joar4 Of Dlroo\on of tbo buk, \lie C-.trollor Nlft ID 

~ 1 .. , poce J \o tbo _..teo! 1- u4 otatoo \bat tbooo 1- 1.a 

their ooUrotr, oboul4 be HIIOVo4 f..,. tbo uooh of tbo b&lllt 0114 po...Uac 

oUDh removal ohou14 bo &4oqll&h11 oOOilrt4 br •rlootablo ooUato~. n 

no oot uoorte4 at thlo u .. that &DT of tbo truaaoUou • ••• lllocaJ. 

or cond4ere4 to ha~• be.en uneoun4 and unaate praoUoe. In thl e letter , 

allho"'l> tho eo.ptrolle r did not aaoart \bat tbo CO&ft.Dtto4 1- , ..... 

actio• woo Wl1&wful, be 414 olato lbol tbo accoptaoco of tbo prcal-rr 

ooll ol 1eohrn lllrnH11n Trcbuce Co.rporalloD Ia Uw of caah roqulro4 br 

tho optiOO. to 'rr&o.I&Mrlca CorporatloD to JIW'WIO otoolr; of ·~~~ 0111 

~ a.cqut re4 on the eettltMDt wae u tllepl lnnetaeDt of but tuDAe. 

a.t4 requ.eate4 tbat it be rtiiDYed t:ro• the b&Dk. 

c On J\l.no JO, 19J9 Proo14oz>t L, II. G!.&Mlol, addraeeed a letter to 

tho Comptro ller of tbo C\lrreoo;r 1o ropl;r to hll loUer ol April 14, ao4 

o\th reopoot t o tbe Comptroller'• r • queot tb&t tho l~raotee4 1oaoo1 be 

reaovo4 f rOID the b&Dk, pointed out that tbeee • ranaactlone were tbe reiUlt 

of ••114 ao.4 bla41ac oootracto between tbo buk ao4 !r&DO&Mrica Corporation 

ao4 t hat t horo 414 not -ar to be an;r ba&lo upon wbleb tbo - o..U4 

4oll004 froa trao.-r1ca CorporaUOD an;rth1DC otbor tb&D fulflll.Mnt of Ito 

contract obllpUon, 1'1tb re.cl to tbo accopt ao.co br 1bo buk of t b& 

aocoo4 tr111t 4114 lien of tb& Wootern ru.rnHuro Trc:b&DCO Corporalloo, lllro 

Gloonlol po lato4 out that tbo b&Dlr ba4 aocopte4 thlo obllpUoa lA lloo of 

tho cub pro•14o4 to be pa14 upoo tbo purcb&lt of tho otoolr: of •u~ 

OUy !&Dit:, for tbo roaooo that tbo b&Dlr ba4 preY101lo11 ba4 ao lnteroot lo 

c thlo propt r\7 tbrovct> foroo1oollH - tb&t tbo ooto - o-141re4 to .... 

bt t o prope r17 aoqulro4, 

1G bit 1ottor of Jul;r 31, 19J9, aUreooe4 to tb& IMr4 of Dlrooton 

of the b&lllt, l b& eo.plrollor o.oal• requooto4 tho ..-al fro• tbo aoooto of 

-S}-
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,.u... OtMr ._,. _., ' • :•• .... - • Usa til* ' s¥• 

• 
( ,..,.u!JIC ia ... r 'nl '-- --. '"' .. ._ ... -.., .... ._ 

.. uoaa wN "
1 

M • Ia ... tplal• til ... "-"U.r _,. Ml --· 

l>aAltillc , .. u ... 

lA \be ao.ti'OU••'• le\ter ot Oato\er 1, 1m -• \be • 1 "ac 

'Tr .. o-rlca OorporaUoa r.rp Ltu' OD ,..,_ 111, \be ~rollor ..ae 

opoolt lo obeJ'pe wl\11 rote.- t o tbe10 thiiiMU_, 'l'be orlUol- wlll 

MW be anlftnl. 

L. IIPJ,I !0 GWii*''P'I CIJU CJM 

!be ropl7 t o \Ill ~roll••' • ar U l al- - tbeao ftrt""l 

t ran...,u o .. wlll bl ooat1- t o tllolo ttt f or\11 la tbe loUar of Oato'ber 

2, 1939, •• \bet h t be lah t t UIJNOiloa froa tbe O..,t rollar - tu10 

Iota aad will 'ba a44rou o4 dlroo\17 \o tbe .,....,...., apoolttaaUoat 1a tbe 

Coopt roll or '• latter, 

lJl lltgyl•e of lllter=jttrlpa CorpgraUga Coatryt a. 

!be tint orl\l ol• at tbe C:O.trallar wltll n apoat to tbeaa 

eoet r-acta It t bo.t tbe u.- of porto..- (&114 •-quat aconoal af lateran ) 

ou ortOliW froa u.- t o UOD froa 19)2 u \U 1937• u4 \bet t beH ezt...,t..a 

wore f or tbe \oufl\ at !!r'NI-•l'lca Oorpora\1.01, or 1\a ft'bol41al'lae , OD4 

t lltt ..,. ..... .. , ...... ., ... - ............ ot tbe u.- . .. ,~,o4 \7 

tba oripaal aoat"*"•• 'l'beM •"*-- en. \beNtoN , opooltla4 \7 \be 

Coopt rollor u ......,. u4 .....- \..Wac ~1ooo 

haaloc t or \be _, - toalillloal NPlT t o \be arUlol-

t.Oil ooco14trlac \be _., •• 10~ ,... \be •l'lt e. u 11 lllpOeel\le to 

"'"' tlltt tbe Oollpt rollorta orltlalOD la JuUflo4o It - "' ••••W 

a .. , ... - ot .. _. .... - ~~- of - •'vl" ot -- -

traet o "" f ar \be ~' et Sa....._l'lca Ool,....u ...... ~ 
lbei'WJI4tr , kr 1 ... , 1 .-ato4 t o .. o'bUsor lo -"" tf1r Me 
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( obllptlooo. aD4 \~ on4Uor llo»tltted t o tll&t -••t. 1M ou'-u­

ot 1Dte,...4Mrl .. Corporatt .. "PP" tb .. o coatraoto "" ao 41tto-t aa4 

abD\114 oot bo coult.:rod !~AT 4ltfonllt hoa t bo obllp\lon of UIJ otbor 

obU1or . fbero 11 no aon reuon to oritlotae u extenelon of tbe •lurttr 

of lUI obllpUon of tll&t corporat1o11 tll&n a ol111lar uhuloll ~ted to 

&nJ other dobtorj If tho clrltlclo• lo juotlflod aa to til& oxtoeolono of 

coo obllcor, lt would llltowloo bo juotlflod ao to an oxtonolon - to 

I.C1 d-ebtor. Bown·er, t.f thie crltieb• were cazrlt4 t o ita loctcal coo-­

cluoloo, til& noult would be that oOW>d bal>ltlnc pnctlco would roqvJ.ro 

that IY6!'J lO&D o.r obllptlon of &reJ character ~t~r -.t M col• 

lect•4 at tu orlctnal •turlty t.te or til& oocurltr tborofor liiM41ahl:f 

forecloae4. 'ft'e cannot e.cre• t-t aoUD4 'ba.Dk1Dc practice requ1rea aQl' 

hole to compel to rood ltquit.tton of oocurl t:r lf ptJMnt of tho obUcaUon 

( CIUI be occo~~pllohod ln an orderly _...er wlthout lou and without lntllot-

inc heavy penaltloe upon tbe obligor . In eo tar aa the l nt ereet proTiaion 

11 conoerno4, tho contract• were not executo4 for the purpoee of aecur1D& 

lncODt tor tho be.ak, bu.t were for the pu.rpolt ot a•olMQC lone• tlhleb ba4 

been utlaatod 'by tbo •tlonal lla!>l< -lnoro, 

ft>o q1101Uon u to wbather or not tho utollolon of tho •turttr 

of &llJ' obllp.Uon to ueoato or unoOW>d to entlrol:f ... of ~t W>dor 

all ot tb.e oli"C\\.Utanc••· In the laat &Da17d1. tU Dlreotore ot a 

ootlooal baJ1k and not tho Co~~ptrollcr of tho CUrrtDOT are charCOd with tho 

.. apoool'blllty tor tbo _...t of the affaire of tho baolc. It..,.u.e 

thot thor were tor tho boot illtoroot of all parttoo coooomod. '!'bat 

( .fudcm••t ~· hcon Ylnil.lcatod b;r tho fact tll&t t ho aoJor portlon of tho 

obllp.Uon baa boon llquldatod in full aD4 tho 'bol&IIOO placed upoo a 

t eflotto procraa of llqu14at1on which baa boo• a(rlct lT obooroed and l o 
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IToJ t' 1"J .. l v t.eohDlc· l po'.at of Yl t-, &aa"r.- doee aet I\II'IYU' \o 

1oo J"'tlflc•UOG for Ula Ol'lUclo at t.ba 0D¥roll , r 1 ....,ltylllfl Ulroo a• 

( t""t1 M ... , \11\N f t -..d =--- "-M::lnc JftO\loo ... let' er ~ Ooto'Mr 2, 

!9)9 oy.clftwl;r o\otoo C..\ \be Dlll'eftoro ~r '"" 'llloal< "" -n,.o ,.....,.,._., 

t> s •ctloo )0 of tho llvlkl ~C -':"' ~ 193) (116 SW.t, 19)r \2 u,a,C,A. 17) to 

tiiCOO•l\IUUC tlln WlldO IIJICI UDS"""" -UCOI 1DenUOIIt'4 h the lttlor, !bo 

· ·.( ololnno ""'"l c.l n ~ of. hc·-or . 'f<lr<l all """" ~W'h(l t h• ll<'tro 19)2•}7 

~n4 hf.vc lon olnoo ,.;:ptrod. 

'alo ro•t,.~tn.s crlticla.tta ot tho Co.omtrollar ·.•a.der t he w"bj ao\ or 

btcr-,\!Y.'rica. Corporatl oa. C-04tacte "i'il'l br eDrcr ·4 \ft t ho ort .. r o~~etfhd 

lo tee l ettu of Octoll.-r 2, 19}9. 

(ll) !!'¥r\J!CUon of l!o!!'•· ~ c:o..ptroller ot•too th<ot the o.,,~ 

e. .. u~ or cJ"f'dU.e arle' "b lrJ ru:so-:ot of tbc r "YrlurUoa ot ccrt.aln VDU«'i! 

lu; of t' r-\tt. or the fora rina ot 8. dobt on4 turth•r t h•t tbfl "n"lt ·oe uTJ 

( r fl)pr ot.ntloo in •ccuritica ttlt.bo-.1t t?Ying co;usidf'lf'il\t1ol1 t o locact to 

other noe!ft ctmttltutoa nn unct'lft> cnc' unenund ;lfYll•1. ~ pr,.cUcn. At ·•e hi>'YC 

Mr·totor • rolntt d out (!)&f;O 83) pr vl •'\lt co ·· nmlcatlone fro the Co~ 

tro 1l• r on t '"< h ftubjttot ~.o not snecifi!"d tht!.t the rcoml\18tl oo ot thtec 

' curtthe cooet1tutt'd CJJ. Uloc;al or unl111·yfu} t.~Dttctloo, V*t' the. cxnU... 

nathne or the f't't.:OI0111 fQr the l"fTal\IAtlOft ~Te appro:nnt)¥ ,rrYl "''llh' 

eoc.-pted . ?be pr-t~Dt letter d.oee GOt ~"' "'Crt t ht-t the reftlw-U • of the 

acc-Jri tlea - ,. , UAlavtut, but orlUel&es tt • • u \lneet• &44 une"'Ull4 'bf',... 
i a;. !)1'1\cUco aDd •I&J'Ue the 41rectoH t o t\hcontlnue auo.h "re.cUce. 

:nth r copect t<> the tlrot point \hat \ho ro..,.luoU oa of tbe u.s. 

>no! wolclptll .. curitloo DD~ the rcou\tlll\ crt'dlt U?lOD \bo o~u,..uono of 

the Intero,.,..,.lca OorpcrttlOA contn.cto 00 ,11ututo~ a "1ft or torgt.l..,. a 

debt, tt 1o apparont th<ot \1>• Co11>trollor kl DA>t toloon Into coooldorotlon 

( •• uletlonoblp bet-• tho lloDI< OD4 ID\Or--rlca Corpcrotloo, tu obll&or 

u..!er tho coohuto. ~nc \be t1• th<ot tho ,...,aluotloo of tbe oocul'ltloo 

- ""'" &Ad in fl!_Ct for - ,-.an prior tbento. lator--rle>a 
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eo.,..ra tloA wu the -r of 99.~ of tl>o capital o\oot of tl>o liMt. It 

... 0o,17 bJ n aaOil of tl>ll oteclt -nl>lp u4 tl>o o•oe-t lotonot ot 

c:ulloo of tl>ooa oontrocto 1D till flrot 1Aot....,,, "'- 111noru7 otocllbol4.,.o 

dld not portlclpoto , 'l'ba aa-tlon bJ CorporoHon of Morloa u4 oub­

aeQueotly lnte,...&Mrlca Corporation ot tl>l obllptlcno of thooe oontrocto 

and tho poatlnc or collateral to oecun tha porton.....o of tho cuo,....t7 

acoloat loti on 1110t1 of $35.000,000 W&l clearlJ a tronooctlon for tho 

benefit or the beak. AI prootlcally the lOll l tockbolclor of tho bonk, 

hoftnr, l nto,..,.&Mrlca Co.rporotlou whllo It l>o4 cuoronttecl tho bonk opiA1t 

loll oa. thuo uaate, na l .tbrite entitled to the proflta of tbe 'bulk, &D4 

Ia r .. t t ho llablllt7 upon the lnt•,...t..orlco Corporation contracto could 

oA17 be aatiat1e4 tb.rou,cb reeonrtea on the .... ta referre4 to tberel..D, 

earntnce, or prof h a, or 'b7 tala ot tbe capital utetl ot Ictel'--.laer1ca 

Corporation, 

IW'Ioc tho porlocl ln whlch tru. roTaluatlon of tho boncl1 woo 

made, the normt\l net earnln&t of the bra.Dk were tulficltnt eo that the baAk 

could hove 10lcl tho booclo , realised tho profit an4 cloclaro4 41YiclaD4o for 

the amount of aucb protlta, &aeh 41Ylden4a eo declared mlcbt bavo ~en 

offset a&alalt the liabtllt7 ot InteJ"'o-J.mer-lca Corporation upon the coo­

tract., or tt alc;b\ ha.,a been pa.td out to tbe etockboldore aD4 r eturne4 

to the bonk Ia oatlofactloo of the liabilit7, 'to MYI o4opto4 IIIlo 

proeedur.. how.Yer , would ha.e r eeulte:d l D \be pa~~t~Dt ot .ub.taa.tlal 

dhldencla to tho alnorl t 7 otocld1oldort who 414 not portlcipoto io tho 

CoQtracta and aJ.eo woald b&YI 1nou.rred 1tablllt7 tor taxee iD Tll'f ~ 

lh.ntial WM . Tb.e r e..-al\l&t1on of the bonO aM. rerulti.ac c redit on tbe 

CU&roo\7 ho4 oxactl7 tho 1.-o reoult with reapoot to tba aooata of tho 

bank aD4 tho aooata of lntor-~rica Corporati on oD4 tha re4uctlon ia tl>o 

( \ablllt7 upon the coatrocto &I thoucb the bonh hod aotuoll7 bun oold u4 

a 41•tdeo4 doelon4 oD4 tho ~t thereof ofraat acatnot tha ltabll1t7o 

~opt \hot tho pr ocod»re f ollowo4 olt.lnato4 Hablll\7 for 1&101 and pYO 

-41-
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.... hill< . .................. ttl ... -'-'• ..u ... - ... 
-14 b&YI 'bi iD ,all. \e _.,.,... ....... .._.._ at liM : hN I' a 

( .un4oll4 W 'booa ... lanl.o 1M s: r'atl • la •-., ,.,. -. 

ropruoou4 bJ •• '"' '•U• ttl • ..... • ... "'*- ., ... 'buk ... 

.. tuall:r roalllo4 a\ • later 4a\o bJ a Mle of ,.,. -., or -''"' tor 

t~roucll '"'""' all4 DO 1ooo of UIF tlul4 wu latforol. la \lolo o-l­

J.IJ¥ taxet 4uo oa ou'b .. qunU:r roalllo4 profl\o w ro 1*14: 

11th roopool to tho oeooo4 point w e 'b7 \be O~trollor, 1t 

ra:~ '" oonco4o4 \bat ao a • I tor conUml.ac of poli07 1t 1o not ,.,. 'blot 

b&lll<1DC prootic• to wrllo up u unroalho4 approol&Uoo l a ooour! u .. , .&a 

poi~U4 out !a lba lkroctoro' loiter of Oct o'bor 11, 1931 to , .,. ~troller 

or tho C>.lrnOCJ, 1t h 110t &114 bao 110t 'ben tba prootloo or pol107 of t.bla 

bank to 4o tbat . YUh req.eo\ to the }af'tlcular truaacUooe , ~r. 

It no ftlt &114 h aow 'blllne4 'b7 tba D!.rootoro \bat 'bi..,.H of all of 

tho c! rtlllllluooo tho proco4uro then follon4 eoo " oUf!l4, 

(c) PU,rgh·• • ot Cbam4-0tf A..l!!tle the eo.ptroller atatea 

tbot the repurobaoo b:r the belli< of eb&TS"i!.-off auoh oo14 b:r acre• .. nto 

d&led Jobruor:r 1, 1933 ao4 JOJN&r:r 2. 19J4 n14eoc., oUber &D !oa4equte 

eonslderatlon •t the ttae of the aale or an unconeoloaa'ble price when t.heee 

••ntl nn repacbae..S., u well &I an 1Uepl .act \1.1JW&rra.t\tt4 1DTeltMDt 

or balll< fuo4e, Tholl polnto will biO COIUil41rt4 1a tba or4er D&M4, 

(1 ) lflt or 9w•ctoUt )t eoatrasta ot • Jmwt 1. 19U 

1!!4 lao,.rz ?
1 

19'll!, lbllo 1t a!jljlt appear tbal o oooot4eraUoa of 

OJO,OOO 414 not roproooal tho ~1 ftlue of tho cborpi!.-o!f ooooto oo14 

b;r tbt &Cl'OI .. nt l of hbruaey 1, 1933 &114 JODUIZ'f 2, 19J4 !n YleW Of t ho 

l'llbll(lUint. reoo•er te1 t r 08 tb.oee aauta. t ha ae11t1 ba4 been cb&rcecl off 

and _.,. not ret lec\e4 1n t be aeaete 06 t he bookl ot tbe bank. JU.rthezwoN. 

tbere wttl't oUwr ele•nte t nTOlT&d. ln tM•• Nl•• whiob apparentl 7 " "' 

( •ot ......., to tho Oo~rptroller, 01 lbe7 4D not appear h ban 'bloa apllloe4 

!a aa:r roport of •-na\lon, ebleb !allcoh tho rouonabloaeu of tho 

t I'Kii&C t 1 ODI • 
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!lMI MJor oon loa ot Uoo oric\Ml laM....a..rtaa ooll\I'M\a­

, _ repreaonh,.. ao\M AD4 ponlou ot n\oo - 'lllllall lMMo - -

oat~a&to4 bJ tl>o ..U.or AD4 whlclo "re Uooroforo Nq111rt4 "'M o11up4 

orr ao auato ot U.. but. Ia - tu-. porUou ot ..,_ - ol>­

Uplloo wore ch&rceol ot t l.a MCh """"taalwo • •••••· -, tl>oot -

t-t• the bank •• roqulrt4 to - collooU ou AD4 to •loMlD rooorola 

upon all of thou Uno. Ill orolar to hoaolla t l>oa proporlr , u woo 0101 ... 

.. ,y to oot up a ooparato oltpo.....,t wUb a larce o,.bor ot nplo7ttt 

nhoae work wu confined to ttw MinteMDee of rtco1"4e on tbl11 ftJ'loua 

it·••• fh111 reoor4e were .atntaiu4. to •• the porU ODI of DOte• wb1.cb 

.... locluolo4 unoltr 1117 or all at U.. Ioto....a.toa oootraoto ao4 alta 

portion• of 1\at.h ootte which were carrie4 a.e aoU.•• ••••h of the 'beak. 

!lMo D&Jor portion of 11>1 I taa conrtol b7 tl>o 1111'1-h of 

r.~ruoey 1, 1933 anol Januarr 2, 19311 were 11•• whloh ha<l prertouoiT bolD 

lncluolool &a partial cl>lrc .... tft UIIUr o"" or 110re ot tbt orlclaal COD-

( tracto . It the portlono of theoo notoa which Hl'l auboaqutDI}J cl>or&od 

ot t h&d boon retained b7 t he banlc, it would have boon nocoooarr to oot 

up additional recorda tor the - • It•• In oroltr to proporlJ otcrep to 

tho portlono or tho cb&rp.-otfa retained b7 tho bank anol oot loolu4o4 unolor 

1!11 orl&lnal ,..relllonh. 

fbo probl• 11&7 be Ulu.tNtod .. re oloarlJ b7 otatllll an 

l;n>otheUoal """"Pl•• Por purpooe or llluotratloo, u.- tbot a prwi..; 

OOI'J ooto of Jolm l)oo f o r $10 ,000 •• helol lo the &lith of 11>1 bank prior 

to the oxaalnatlon of l'obnJArJ, 1931. Ao a raoul! of tbt oxaal.a&Uon, 

lu uo a 11,.1 that .2,000 of thla note •• required to bo charpol off 

Md .,., lnoluolo4 I n tho •A• coot!'&Ot of Juno 26, 19)1, AD add! Uonal 

tl,OOO of thlo oote ,.11 1ooludod I n tbo OJ• contNot of l)oc• bor Jl, 19Jl 

011d an additional $4,000 ohar&od off anol looluoltol I• the 101 cootroot oo 

( l'obruary 1), 1932, loarlnc f3,000 of tbll tlO,OOO ooto urr!o4 •• an 

~the 1111t of u.. bank, rlth a $2 ,000 porHoa harlDC boc t1Uatorn4 

llndor coot!'&Ot lA• , tl ,OOO portion unolor oootraot '11 ao4 a fli ,OOO porlloa 
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...ur oootract •o•. l.et u - ,__ *' .. a later tate It -

_.,...,.T "' obarp ott • atln "'e~e fill t).ooo. No ,.""- fill 

u.. ooto alt.,. Ulo o¥rp ott ..U ...,. -tato& ~ _.._ fill 

odd!Uoll&l ·-m . ..,4 tt ........,"•• ..,. ...,...,...UT .... lt ....a 

bt lapoulb1o lo 4otonlllo -•r Ulo ......,..rto1 llln14 be ero&lW to u. 

portloo whloh alcht MYI bee ool4 .Ur U. ''"• IJ' or eoe acn•nto 

or to tho portion rota1ae4 ao a oh&r-tf b7 tho b&ak. 

'l'ho .. lo ........ '" of r.b .. fT 1, 19)) - J~ 2, 19:sli .... 

11Ulte4 lo tho p1aolnc of all of thooe it•• Ia ooo croup, 11114 coao140...: 

~ &11 of tho faotoro lDYOlYo4, It 1o DOt bollno4 t¥t tbo o&lo -. 

unre&~olllblo , but on the ooatr&fT thet 1t •• the 1opC&l Mll411DC of a 

ooot 4lttlcuH oporat!DC ~1-. 

(2) IMcguto!Uoa of cl!!rpHff Ueo. tho ec.ptrollol' 

lopllu that tho ropurcbooe of tho c¥r~oft lteo ~ bon boa ao4o 

at &D uncoDtotoaablt price. h re acatn we 'bel1ewe t.h&t all ot tbe tach 

( b&•e not been conl14tred. 

Jor lll&ll7 yo&ro prior to 1937 a1.11>otaaUel17 &11 of tho otoclc 

or the benlc wao owned by late~ariea Oorporetloa, a oubtldl&fT of 

!reo....,orlca Oorporatloa; Les1a1&tloo OD&Oto4 Ia 1933 &Dd 1935 llldloate4 

the 4et1rt . if not t he requireaent, to reetrlct b&ak holdln, coap&aie• 

&o4 to roqlliro tho ot..pltfie&ioo of corporate oot-up caoor&ll;r. la 

keoplnc •ltb tbio tread Ill 1oc1ol&Uoo, the !liroctoro of !'r&a&Morica 

Corporetloo In 1937 4otoroino4 to cl1otr1bote 58!' of tho otoclc of \lui b&nk 

to itt atockholclt!'t. 

W'htn tble procedure wa dateraine4 \;pOD, U btCUM trlU.ot to 

tho u.aos•ont of the bani< thot eoao oottleeat and o4,)uo1Mot obould be 

oo4o ot tho Into~trlca Oorporo.tlon cootracto , "''D• wbioh t ho b&l&DCO 

at thot u.,. woo appro&lmatelT ts.500,000• !'he chorp<l-otf anth ,.: 

( clude4 thol8 which were COTtre4 uzuS..er the orictMl UO contract a AD4 

lllldor ~he oubuqu ... t acr•-•h &04 bo4 • total tao& ..... 1 ... of __ .. 17 

i55.ooo.ooo. fho bani< coao14ol'o4 tbo\ Ill tbo aotn-' or than 
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obllpU ODI U -· UolJ'aUe for Ulo '-t \o r otaaa .... UNtO for ....... 

enr ooul4 bo oal.._t he. \Ilea, - ••=H ~ - \o a larp -·• 

( obltcattoao of oltoato of Ulo ...._ a -soa1 - - - U - on~ 

ootid Ula\ \be rooOftl'lH tfta \be -114 ott .... ,, 4v1lll 1 ,...s .. of 

tiYO 1•or• .. 1114 •-' ' • te, IIOO,OOO. a .,.._, .. U.outoro -

by w~ich theM oharp4-off Mloh w ro rotQl'DI4 to u.o leak - fruo­

u:orie& ConoraUoo ezocna\14 a wriUa ooatr aot of -\7 (b!LU.U 6) 

to the effect &bat recoTeri•• upon \beN •••••• Wftl4 ..oa:a\ to aot lee• 

u. .. $1,300,000 por 71ar for fho 11ar•, ao4 thh cuaran\7 ... tollllro4 

b7 a ple4co of oocurlUoo hanac a ftlue of *'•9•000• 

!be priaar7 pqn>oH Ia thh traoMcdoo ... to effect a oot\le-

to provide a dofioi t e l iquldatiac procraa. Io oonai4ortnc tho proprio\7 

of tbe trani&Otlon, 1t 11 ~CIII&r7 to conelder tbe transaction • • a 

'llhole. 'ihe eo-called. •r.pgrchaee• na onl7 oa.e 'Ohate or 1 t.. '!be ut r.-

tult which wao 4uiro4 an4 which wao aotual17 acco~Uaha4 'b7 Ula trane­

aeUon wae mertl7 a chanc• in tho fora of tho o'bllpUoo, ohl ch waa 

coaaidere4 to be necea1ar7 in •1•• ot the peD4tnc M"Oaratlon of owurthip 

ot the ~ tro. Intt.ro-'-rlca Col1)or atlon. It l t clear U..t tb.e true-

ocUoo 414 nnt ruult in 1n1 ou'botanUai chanco l o Ula aoooh or o~ 

llcotlon of 1n1 part7, 'but on tho cootrar7 tho lia'bilit7 ~f Iotor-jaerie& 

Corporation, wbicb bad alwq• 'been oone1dere4 •• a p.va.a.t7 a,caht.et lo .. 

•• tht chtrco,_off 1\eao, ... ao.-4 11)' !rao.-riea Col"DDratloo hi tho 

fora ot a C'J&I'Uty that reconrl•• oa U..• abal'1ed-ott &aM\1 -vul4 a.oaat 

to $6,500,000 clurinc a pariocl of tlYo 7earo. 

!he CoiiPt roll·•r etat•• \bat the t rueactloa e-rl4eDCII uad.v.e 

fa'fOrltla to tru.a .. rlca Corporatloa boeeaUH \here _. -.,ibeUtv.te4 t or 
• • 

• >alld tn4 woll-ooeo>r.-1 o1>llcaUoo of !r ..... doa CorporaUoa a rrooP 

( ot prenoual7 char&o4-off 1111u ot ••1'1 q~Wttiooablo ftl"" pqn>orto4 \ o 

Itll 

41ttlc:ult to Wl4orotan4 111>7 tbt paran\7 h r eferred \o II • o_..uoao 
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• 
., OparpOrte&• ,__., M - w - ,._ lit 'ef, .. II t a le 

lA •• .., ........... :ar ..,......, ... -. PI• .... -·-

( ua ·--......., ,,.~SIM•-.... , q" "• ._ •••t.:ar­
loatt4 u.. toot *' .. -"-' ., as-•=a41tlf &• __ ,..,. "' • ~ 

ot o44Ulooal -'""• .U 011 ** - W • •Uatllal _.. 

w>o~or \be orlctoal la....-.tw aoz,..u..., _._., (W a.. 
.. , torMr1:r Jek of ••lw), • ,arm- .. 11\t .. lou 'liMa ftlle4 M 

lD tho outtlolo""' of \I»M -'""•- u u..,- _,._.. \o 

be cood Ulli!or \be la\o ..... .tw Corpoi'PlOD CDD-h, \Mro lo 110 -

pareot roaeoo...., tbe7 U'l DDt~ 'Nl•Uo-., \!» --· o­

troct or,.... .. ~. .u • _,_ of foot, \loot _ .. la \loot -lUoo 

... he14 uooo4o \bat ...tor u. lD~w eor-au • ..,.-.. 

(3) a..•·r ot ±:n-o«• "' lllm1 lm•W•" 

!he CooptroUor o\e\oo \bat - npaa • M of \beoo obarp-ofh - • 

!llocel aod ~aato4 l..,.o-•i of - ,_, aUIIoucb \lllo 1'- lA 

not 1Dclu4o4 lo tho ••lflo Tlol&Uou of lao *loll aro oUo4 oo -

23 or \he lottor of Oo\obor a, 1939, 

I\ lo oot o1oar Juot .... , proYloloo of lao lo olalaod to han 

b"o • lolatod lo tba 0o0q111o1Uoa of \baoo ollarp-orto, but lD UT ona\ 

tbero oro .._l lloc raaoooo to t~O.to \bat thlo or!Uolu lo 110\ 

JuaUtla4 bJ \be f ... o. 

(aa) MpltlUp of ••rp=oUt w g\llwat gf gttSlM 

copl l'l!:h, .u bao bMD prmooolJ po!JI\&4 ""'• \loot • ..,....-..• of \Moo 

charco4-otr aoooh _. oa17 - ~' of a trauaoUoo tor \be oaUl_, 

or t ho lutor-Morl.,. CoroorailoD _,...,,.. tho "'' ronl\ of tho •"" 

troooaoiloa ..., a ••• ._. lD \be tora of ilia ollllpUoa aD4 \be .­

oU tuuoa Of 'l'rao_,loa CorponUODo tho pU'ODi .. .....,, tor la\ert 

.laerlca Corporailoa, l\o nllol4lar:ro ao parator _, l\ 41& oo\ _..,_ 

( .,: , ......... , ot 111M ,_., 

(4) Mnr'MM gt esp• gt * ""W' mg , • . ta "'~ 

aou\ of tho Iato,....rl• CorporaUoa ooa\no\O oa ~ 11• 1117• *liMit 

Regraded Unclassified



0 

a"''lllro4 56,600 aharto of ~be atoc:k of tba Ja\loaal Cl\7 !lull:, 11bieh ,.. 

aee~J~to4 at lto aarbt Yalua of ~.00 per aharo Ia aaUofaoUoa of tho 

255 

( n:all>l"' Ua'bUlt7 Wldor tho lnhr-.Unlca Corpora\loo ooatrach -u"C 

to $2,716,800. lD tho letter froa tho Co.p\rollor of Octo'bor 2, 1939 lt 

( 

11 otato4 tho~ tha pruehua of ~ho atoclt waa aa Ulocal lnYootoooot of 'bull: 

tund• and a violation of law. 

It 11 'bolinod thot 'both tho llatloaa1 '8aok lu&lnor and the 

Corn>trollor han ahapprohon4od tho tach ln oonnooUon Ylth tho o.cquillUon 

or tblo otoclc, 'D>o 'bank did not In 001 ooooo of tho YOrd purchaoo thll 

otoclc t r oa Inhr-bor lea CoMOratlon. 'lo aono7 wao paid 'b7 tho 'baok to 

h.ter-M trlea Corpot'atl ou end. ued by Intet-Aaerlca Corpor aUon to Mtld)' 

itt 11ablll't7 un4er the contr aeta aa atated ln the rt))ort of aatatton. 

A.l heretofore etated, tn ccmtea:platlon of the uJor c:b.az:ce in 

the r elatlonlhlp between th~ bank and Inter-Aaertca Corporation, the 

dl otrlbutlon of the etoclc and dl oao1utlon of Intor-4aorloo. Corporation , It 

n• eonsldtred. nec•••art to 1ettle the lnter-.t.Dertca OorporaUon eontract • 

which wert ln extattnce at that time. 'l'he balance ot the oontr t.cta amounted 

to ap~roximatol7 $8 , 600 , 000. or thlo pount $&,844,287.07 ... oott1ed tbrouC)> 

the aequlattlon of the cbarced- off item• heretofore 41acuated, leaTiDC a 

bo.laneo of $2,716,800. 'lho 'rational Ci ty Baok otoclc bad prmouo}J' 'boon bolcl 

&Ill! at that tlao .,.., hold 'b7 th• 'baok ao oocur1t7 for tho o'bllcatlono Wlder 

the lnttr-kerl c:a Corporation contractt. !'ht bade could no\ lawt'ull7 aell 

~•ro llc:\lrlt7 thaa .,., noono&rT to o.at1of7 ti:.AI U &bll1\7 aa4 l t oCIIlld not 

•atoly purohall All¥ of the aeourltloo o.t a p1o4coo'o oalo for an7thln& 1eoo 

than the then IIIAl'i<ot yalua. Onder thou ccn41 tlooo, tho 'baok accepted 

56,600 lhareo of thla otodo: , 101>1oh had a lll&l'i<lt value of $2,716,800, ao 

Pll'mtnt of the belanee of tho lla'blllty under tho Intor-4aer1ca Corporation 

eontraotl, !be at ock waa aeee-pted tn good. f&i tb at 1t a market •&lue 1n 

&athtactton of a debt whleb bd. pre•ioual.T beta cootraet ect, u4 ~tr \bet e 

elr e\llootanooi It wao not a YlolaUon of Section 6136 of tho lleYiood St&tuteo 

(12 0, S. C, .L. :K) nor of the re,;ulatlono of tho Coqltrollor. 
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fM .,.,_ o-t ot u.. v.tw ftaue 11u ~oeu 1a a ..._ ., _ 

w t a uUoul "-k.,.. Moept '"'* la a oorporaUoa aa oolla'-1 ~-

( """ 1>1 ollfor-at of "' ~'' u pla4pe '-- \Ill - ot \Ill •"'*­
(Callrorola Ja\loul lleDir: • · ..._aeq, 167 U. I. Hll l? 1. O\, m 1 • 14 11. 

198; 11rU la\loll&l 1- y, OoiiYirM, J00 tJ, I. 4111; It I. 0\, 306; eo L, 14., 

637), In Oal1torn1a U hao bela hal4 \hat a aa\loul \&Ilk - liVchaao '"'* 
91o~c•4 to ooouro • 4o\t 11\hor to protect or to Mlhfl tha o\ll.pU011o (llclqlo 

•• lh>ion lla\loul 1&111<, 162 Cal. 2'17). !ba recuJ.a\lono or tha eoo.>trollar or 

l.bo OllrronC)' 111N14 Wider tho author1t7 or 8ootloa &136 or tho a.•11o4 statut11 

a)oo ,roYI4o that t ha ruUrlo\loao ud llalta\IODI Of tha recuJ.aUoa 4o DOt 

apo'17 to oooarl Uu aequira4 thro"CC> toHclOIUI'I or oollatoral, 

It 11 DOt DoOiooarr that a ~r..U tor \1 threatonod w1 th lou or a 

4obtor booou lnoolYoat before a 'Plo4&1 ... \o toHoloood. PallUH t o -

ot utur1t7 11 1D Uoolt outtlcient croWI4 tor ouch aoUon. B7 tha ao-

quloltlon or the latloul C1t7lank otocl< tha bank rocohod no'1thloc that 

( It would han 1>1111 ontl tlo4 to upo11 a forecloouro of tho plo4c•· !bo 

tranoaotlon cannot be 11&4o unlawful morol7 \o.,..oo tho otocl< •• .oluntarl'17 

8urrtn4ero4 lnotoa4 or acquired thro"'l> tho fol'u11t7 or a plollce•'o oalo. 

!he l.aw 4oee not require a a.leee act &D4 the acceptuoe of t he etoct , 

'lhl ch had boon ple4co4 Mll1 7oaro \oforo, In _... t of tha \alaooo of tho 

obllcotlon ftl tha l ocal oqu!Yalent of aequlol \loa \7 rorocloiUI'I of tha 

Phdco an4 cloarl7 withla tha """'"'am lahDt of tho otatuh ao4 

•oeulatlooo. 

( l) OOUoa to Wsba"• .U tha u .. of tho aeeoptaooo of 

tho otoclc or laUoul cu1 lank, n woo apparoat that oucb a l arp bloclc 

or otoclc ooul4 110t 1>o UquUato4 without IUI4ul7 4opronllll tha arltot 

nluo, olllch would rolult b a lou t o t ho bank. 011411' tho olr.,..otaaOio, 

l.bo banlc &crlld to cho t o 'frao .... rloa Corooro~IOII .. op\1011 t o J>Vcb&ll 

C<ho otoclc at $48,00 per lharo t o 1>e oul'OI&od onr & flYI 7f&r pll'lod \7 

l.bo Jlllrchaoo of DOt 1111 - U,s:!O lharlf ...-1'17• .&a optloa -cr-

... , wao uocv.to4 (lohlblt &) , e14 00 coao14noUoa t or tha opU oa 
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fnl>-r l ca CorporaUoa oledp4 oa .a&!U_, 11,400 -..11 o1 ..._ -

ot<>dc, of a .rkol ft1a •.-1 \o _. *-lOll a\ ..._ .,uoa prtoo, wltla 

lbt bul< 'It tla oatlaorl\7 to oall U. pbtp( oto'* to tlao ·- MOOIIU'J 

1J> Ute owa~ tlaat tlaa opUoa ... DOl IUI'OIM4 for .., par ..a ua. ·­

oold ~hrouP o~bar ""''"''" 414 DO\ 'lriac tile opUoa Pl'loo of "'·00 

ptr IIW"•· 'rho opU oa baa booa aero1114 for \wo IIICCOIIlw 71ar1, aa4 

f roaoamorle& CorporaUOD boo purcbaaa4 33,800 llhoroo of thlo o~oclt ~~ 

.. 8, 00 per o!W"o, Dlo pr11111t urbt Talua Of \ ho 33, Veo llharoo, plUI tho 

oddltloaal 18,400 oharoo be14 • • oollatoral, 1o approxt.ato17 oqual t o tho 

contract prlct. 

!bo Coooptr ollor baa aot opoelflod a o l lloc-1 or u 101110'0111 ~be 

CJ'IIIUDC of ~be opUoa 14 ':Nrebaoe the otoct Ia tho tlrot lao- co, but 

boo llotod eor~a ob,l.cUoaabl e tea tureo of tho opUoa ..,leh aro ao• to 

be dlleuuod. 

(a ) 1a o:urohlac the flrat opUoa tor tho pureban of 11,330 

( lb.azu a t $48.00 per &bare , Truaem.erioa Cornoratlon 4elh'er e4 and the 

b&!lk acceptd 111 ell1aen~17 ooua4 ooeond ••r tcoc• Uta oa real propert7 

POJ&ble Ia oeal-IDDUal laotal-ento oTor a fiftoon 70ar period Ia l ieu of 

tbo cub prortdod b7 tho opU on. !blo Ia aot ., ob,l.oUonablo foaturo 

tn the \lraa ot the optto:D , but r ather 11 a tueetton of tbt 41ecret.ioD&I'f 

power of the MDa& .. nt. 

Oa hiT 14, 1938 a~ tbe eJ:Piratloa of tho flrot 7HZ tr .. tho 

tloo ot tho c:raattac of tho opUon, 'froDHMrloa Corporatloo -oooed Ito 

4nlre to -pureha oo 11, 33) llhareo of tho Jatloaal Olt7 101111: otoct aa4 of ­

fered ln panwnt tbail'•ot tiM ••" oa. *' .... ,. .. ._altwe • ' ..... lao. 

lo tbo prlaolpal ... of $620 ,000 , upon whleb. tho w-o ... oao eeea •• w.aa. 

'l'bo lllfltot Talua of tho 11,320 llhareo of latlocal City Joal< otoel< a t thot 

llae " " $288,660, aa4 lf tlaa ..,. M4 _ .. , .. 4 n o ~nl- .-Aor tlaa 

( oplloa to ooll tho ot odc to other oourooo aa4 to ooll a porU on of t bo 

18,400 llharoo pl•dcK 10 11441 U onal ,..ou ou oa 1104or \bo opUoo , W o couroo 

would he" 110coool ta\14 \M oala of pracUea117 \ be oa\lrt .-.r of oharao 

Regraded Unclassified



258 

bo14 1D rooorn. W o.U.b tbo al\-\lft of eeoep\~ tile -"PII 

.. , 0 or oollhc \be etoak at \be \bta .ub\ prloe, H _. rou *' \be 

( 'blot lntoroth of \bo ~ wal4 •• eun4 '117 aooep\lac tbo aow, *Sob 

!>-'a to\1114 Talu u4 u ....aa1 1- Tal• of ti'P ,lM, u.... n\ai~ 

( 

tha r esorn of otoak hol4 -r "' .,..toa eM "' "- - \t. lltfoH~ 

the bank .-plo oroteotlon In rooo•or.r of \be vurabaoo prloo for tho flrot 

u,aao oba.roo. Tho baDlt bed prniouoi¥ aooulrod b:r forooloouro ... l.Dtoroot 

In tho real proport:r upon wbicb tba ..tt- _. non\ot. IIIII 8ot\NI 

repr61ento4 a part of tho ultlllato worlt-out ot \be oalo of tho proper\7 

atter It ba4 bun oold b7 the baDk to tho CopUal c-...,.. At the t!Ae of 

otonceo It could proporl;y aDd lawtull7 bo accopto4 1D aatlofaotlon of the 

purchaao prlco of tba otock UA4er \bo option. fba w1o4oa of that proco4ve 

bat bean doconotrated b:r tba tact that tba aa.rkot •aluo ot tba otod< -

Ject to option &D4 the 18 ,400 oba.reo plldco4 now a">Proxlaatu tho option 

pri ce on tho bala~e ot the etock. To r .. o•• tho Ooaptrollor 1 o orlt!cl .. 

of thlt Item in oplto of the bank' • opinion that UDder the clr<NIIotoncoo 

it wat proper, Tranaaaerlca Corporation haa acretd to take ~ the noia 

for cub and \bat hal bun do ... 

( b) 'Tho buk took tho otod< UDder an a.rr-ont wboro'117 

'l'ranoaulca Cor1>oratlon rather thaD tho bank would onJo:r tba bo .. ttto 

o·t U7 lncr eaee in the aarket prtc.e. • !be purpoae of tbe acotPtuce of 

the otod< I n tho tlrot place waa t o raallto $2,716,800 troa tba lator­

.berlca Coroor a tlon contraeh whieh ~• been cone14tre4 aD4 tr .. t ect lt7 

the back u a cuarant:r ap~not looo. Tbo but bollowad tbat tba pa:raont 

ot thlo amount wao all that it was entltla4 to UD4or tho orlctnal ocn­

tracta an4 all that 1 t coul4 lu••• aocuro4 b7 toracloouro u4 41d not, 

ther •tore, eoclldtr t be tera.t of the optloD 1l.D4er tbe clrcuai\UOII \o be 

h:pro-per, 

(c) Tho a441tlonal 18,.00 obanl of Wotlonal 01\7 Jollk otoak 

I~ ID&4oquato t o protect tho buk acalnat ...,. approolo'blo drop 1A tba 
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-ko• price or U.. o\o«*. ,1.\ tile tiM of U.. •-U• of u.. opU•, 
tho aart<ot ftl,.. of U.. o\oolt &tcb _. P!Mco4 _. ee-l to ou-thlri of 

tho optloD price, U _. .._,...le to oculter tl>lo ... eta _. - l• 

protoctloD at tu u .. tile ocr-Dh "" ezocuto4. ID YIP of tho fact 

that tho oooo114 optloD f er 11,320 IUroo hu bet11 ozoroho4 1114 tho otocli: 

purchuo4 Cor oaoh, tu ...,....t of ootlaahd lou 111101 \he 'balu .. of tho 

atoel< bold at tho pr11111t _,.ltot pr loa h Hla tlnl7 IDII.oportut, 

(4) !l'bo bull: h doprho4 of the rlcbto t o dlopooo of tu atoolt 

exeept t.o the extent that 'l"r&Deuer1ea Corporation .., f ai l t o u:erelae 

Ito opUoa 1D u:t particular 7oar. 'ilhtlo U h t ,.,.. , or cowoo, tUt 

tho optloa harliiC 'booa cranto4 the atocli: could aot be aol4 ozcopt 11110• 

d6f&uli. of the trplratlon of the opt.l on, \he, option, howt?er • pro-rl.ded. 

for a prl .. wblch waa oq-gal to tho ftlu at whicb tho otocli: wao accopto4 

In oat lafoctloa of tho Ua'blll\7, -17 $48, 00 por lUre, 'l'bo 41 .... 

a4 .. atoco tut •lcbt hoYO roaulto4 rr .. tho ha'biUty to aoll tho ot ocli: 

except 'lPOn tho •Xlllr&Uon of the option waa ooro the offaot 'b7 tho &4-

•antoco that acorud to tho 'banlt 'b7 ha•lnc a fixed prl .. and &441 tloDal 

eollateral , wblch at the tiM waa 'bollonc1 t o 1>o roaooD&'bly wtflelont to 

auur o tho raalllatlon of the f ixed prlea to tho 'banlt. 'l'bla 'boUof hu 

'been JuoUflo4 'b7 ov.'baoov.ent onnta. 

( t ) le lpt\tt!l!at of notet told updtr Iptt,...rlca Corpore= 

Uoa coptraett. !he Co.ptroller eritlclttt the relaetatt:Mn\ or reatora­

lloo of certain of tho u .. o taelu414 In \he orlc1Da1 lnto...-rlca 

Corporat i on contr ac.ta o~l1oa.e4 bt lnerea••• of tht -.rbt T-.lua of col­

lateral etcurlaa t he re.vectlTe not••• Th111 r11torattoae &D4 r.-

lnotatem .. ta wore all o1'feotec1 prior to July U , 1937 c on tbo _..tooc1 

loono traooaotlon wat offoetoc1 a ll4 were 11&4o purau.&~~t to tho lboorJ anll 

lotorpretatlon o1' tho """tra<>to f ro• their l ncoptlo• .. a curut7 acatnot 

lou. 'l'bo ocatract of Ileeeaber 31, 1931 orpreaal7 prorlc1o4 that u to 

loaao aocwo4 'b7 ,..., .... ric. Corporation otocli: pro .. o4• fr .. tho &ale , 

e4 appr l ctattoa. 1a. the YUue of t.be etoclll:. ""' to be ap1.'11114 1a. r ed.ueU oa. 
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ot U.o-'ef ... _!:r.fti J.oa-aa-s- .. ._w-...·- 1 2 
off '111 - of 111rnlaU. Ia Ule ltllatenol ~ tor tUee ..._ 

( a.a U.. ......,., 'tal• of \lie oolla'-1 W t n ael te ... •­

Ill&~ U.o lou - Ia po4 a\eMiac .- -.14 11e naterel u • .. u ...... , 
of ~be ~-. U.. loeo llal la tao\ ..._ .tlalM\el, u4 to \11M .,_, \lie 

poran~y ~ "-•• tathtle4 u4 \be -\raot re..,.&rel \llet -U 11e ct.,... 
All ru~oraUoat &tall wva ao\aallJ ae4o wvt wt u. u.. I!IPI'Oftl o1 \be 

Jatlooal J&Dk Jtu.taer 0114 ao crtUot• oa Ull.t polat 11a1 benteforo lie• 

udt. 

2a.. m .r IPI' R 

COOIP\th4 J'OlJ' 21 , 1939 U.. laUoaal lut Jtu.latr llth ....Ur Io4tl>\e4aau 

of Troat ... rloa Co"orattoa ao4 jlfiltatto a 1l&bllt\J of traa..ertca 

Oeoeral Oorporatloa tor .2,2"12,6119,116 , l>oluc tllo _, U..t oYtr a porto4 

of onoral 71aro beo l>ttD paid 111 U.. l>allk to ,...,.. ... rlca Oeaonl Cor­

poraUo11 ao a pr .. t• tor tldtll \7 l>J1a4 l ooou. tbo -ur ttaha 

lh&t n h lilt ooaclutoa Ulat U.. IIOaltt etcll be4 l>toll to paid oo• 

tlltute4 tua4o of tilt 11u1t u4 aoU.lac . ..,,. - aa ""-"' llorrowtuc 

of !raa-rlca Oeaoral Corporatloa. 

Pv-t to Ull.t report, tilt C..troller la bit loUor of 

olill)' 31, 1939 4lreoh4 to u.e lloar4 of M reotoro of \be Jut tteht 

lh&t U.o •o....h tt.potlte4' wttll !raao•arica Oeaonl CorporaUoa 

.. luolly roprotta\ rot..,. tua4t ot tile - U..t art act tbowa ta Ut 

l>ooltt, aa4 tllo but wao -·~4 to ntura tllh 14opott\1 to U.. boat 

h. calh. 

In tho lo\ter of Mp8t a, 1919 ~ u.. l)tnotoro .. u.. c­

~>Olltr of tbe Ovroaq 1\ •t upWat4 U..~ tbeu f'IIIIOit 414 aot -

tUtu~ a t4apotH• wtU. tran-nca -nl CorporaUoa, llat \bat 

~ ... •OI>Ilh ~ lion ~4 aa tile t<Oll'laloot of tilt pnal• t or tldall\7 
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!1M h Uer ot Oot okr a, 1939 traa \be 0..\rollor \ o U.. 

JoaN ot J)lrec\on reton ..Sa. t o tha r-t ot •-tuUoa CDIIII'l i W 

00 ~ 21, 1e39 aa4 ot a\eo tbat ao 1\ 4ooo aot lii'PMr t bat traa~oa 

Gtooru eo.,orattoa. bao - o.uthor1\)' to 4o ... 1•-- 'lnloluoo, tha 

prac\tco ot 4opootttQC with or - t QC ta-aaoo proal,.. to \bat ..,.... 

pora\toD oo•ot Uut oo &D \IDo.o.to o.a.4 IIDIOIID4 pro.ottool that tho praottco 

&boul4 be 41tcoDtlnue4 aa4 the roalnt• buo.Doo ot tho pr .. t~ao pat4 

roturnt4 t o t.ho blllko '!!he Comptroller ot at oo thot tho t o.Uuro to 41e­

conUnut ul<lQC ow:b p-nho or tha taUuro t o to.luo otopo to obW a. 

the return of the b&luca of the preca.luat, wtll e-ontUtute • uaate 

!be &rr&D~•tnte pr erloualJ &adt tor the PI1M1lt of th .. , 

prea1at to !rue .. rtca General CorporaUon nrt 41tconUnu.e4 with the 

prlllllWD thot wae \)ate! on J\117 1 , 1938, an4 that por\ton ot tho CoiiP'" 

troller•• ortttctwa la thertfore el talnated froa ooatldtratlon herein. 

Wlth roopeot to the dtreettoo ot the Comptroller to oecuro o. 

roturo ot tho promlllllo horototor o po.l4, H It o.pparoDt tbat tho 0011P" 

troller' o roqaot lo bt.oo4 upon tho Jo.Uo..U J&Dk lualur'o ooocluoloa. 

thot tho p-nt of thooo pr oat,.o t o !l'raa-rlco O.ooru Co1'1'orattoa. 

O'Ytr a lcac perlo4 of Ja&l'l eanaU tute4 ua UDIICNI'·M 'borrowt~ 'b7 

frao-ortco Gonoral Corpor atloa. fro a tho bal>t. It It cloar tbat DOl thor 

tho lxula.or ... tho OoliPtrollor to f •Ular with tho fo.oh ourrOUII1l1Dc 

lblo tro.oeo.ctton troa tto lncopttoD. It It tolt tbat o. oloar IIDdo.-. 

atODdlQC ot tho to.oto will t ndloate that thoro 11 ao lteal bo.olo upoa. 

•bleb a d....m tor tho return ot tho aonl oo ooulc! bo aode. 

• e oarlT ao 1933 tho J &Dk ot Itu 7• lillch wao thea. a e\ah 

bank, c.o•ence4 to eet vp reaerr•• tor ttlf tntv.raace u4 lo• ••• oa 

torcoc! oocuritlt o b7 -~part o! tho UOIIDl lillch '001114 bo roqut.ro4 to 

bo pat4 to aa. tneuro.a. .. coapaq tor o. boa.d to tho 8todlllolc!oro .larllia%7 

Corporo.Uoc, lillch -• then otmod b7 tho lilarohol4tro ot tho boat. 7rcol 
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u .. &o u .. o\llor roooneo wto likew1H oot ..,, .... of ,.._ la \Ill 

book 0114 oo,.. of U... b)' _...., \o \llo 1\ooll:lloUero .loldlla17 CoP­

pcra\lODo !be auoh of \llo l\odlhol4an .lm1llar, Corpora\loa wro 

,Utlsatol)' aoqul.ro4 'b)' '""-"• Ooural Co1rn0raUoa. 

Prior to 1933 U.o Jck of .&urloa L !, 6 1, .1. 11M oarrlo4 a 

Jonktro J1aokot BoD4 to yroYido t or protoctloa trca tldollty 100111, 

rorsod ucuritloo , •ltp1acomont or l ou of " '"'rltln aD4 olallar ooYonc• 

nth a penaltY ot $1,1500,000 Yi\11 tho Jl4olH1 6 l)opoou Oo- of llar7" 

1&04 u !Nl"oty, On Jill¥ 1, 1932 lt wao 4otorallla4 to ro4uco \ho aowot 

or thio boD4 to $1,000,000 Yith t'bo tlrot $100,000 lou 4o4ucU'blo 0114 

""' ••-" by \111 wrotJ' comp&JO', 0114 to p1aoa t'bo ...,.., ot tbo 4lt-

rertcc.t 112. \he pr .. 1,. tn the r ettrTel for telt t ceuruce. In Dee.'H.r 

or 1933 'tran ... orlca Genoral CorporaUon wao bol4lDC rounn which ba4 

acCWIIIIlatod 'by nrtouo ~nto ln prlor ,_, t o tho Stocllho14oro 

.Lu:dUary Corporation at eelf tnnreu1ct f or loti on r~r~tlttr·ed u U , 

~ fi re and earthquake , plate glaea and other lo••••· ~'' reter.ee 

u ountod to \be '"" ot $1)71 ,128. 96. .lot that t1110 tho 'baok on ltt own 

bookt bad t ot up rooonoa tor fldo11ty 1oooot ln tho , .. or $263,576,79. 

lt1 odJv.otmont wao llado in Doeom'bar of 1932 -.boro'by t'bo u ount or tbeoo 

'"""" whleb bad tborototoro 'boon pald to SW>ckho14on .a.aill&rF Cor­

pora\loa and u1U•hl1 to traaouerlca General CorwroUoD 1a \be -

c 

or &571,128. 96 .... 'Oald to \be 'b&DI<. !bt rill"' wbleb U.o bODit -

accuwlato4 ln tbo uount of $263,576,79 wao pal4 to 'traao-rlca o.ural 

Corpora \ton , and ln add.l U on U.oro wao pald to 'traao-rlea Ooaoral Cor­

poratloa by tho 'baok tho t\111 of $1450 633, 97 , roprootDtlDC tbo pr .. l,. 

tor tl4o1lty 1ooooo tor tho porlod troa Dooaabtr 1, 1932 to JUl1 1, 1933, 

Untll Jill¥ 1, 1938 tho 'baok oontlnut4 &o '917 tho •ouat of 
and 

the Prt•l• tor f1clllit1 l o•••• t o ! ran• ... rtca Otn•ral OorporattoD, 

tho \o\al bal&Dct of thooo pr .. !uat et\tr paJMDl of \ht prtal\1110 \ o 
\llo 

J!doll\7 OD4 Dtpotlt CoiiO&DJ aD4 ~Dlt tor prohOUOD &ea1Dtt lonot 

ooutltu\tt \ht tVolld -.bleb 1t 1• ao• clal,.od ropruaa\t ID unttcuro4 
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borrowlDC of !rao ... orloa -Tal CorporatiOD• 

Sloct 19}2 tba Bal>lco,.. Jl&Db\ JOD4 luu.t 'b7 \be l\4tl1t7 6 

l)eJ>Oalt eo.pul7 Of llar7l.oJ>4 COAOitU of t110 polleltt, ODO for tliOO,OOO 

1
114 tho otber for $5()0,000. !be prt-u7 'boD4 h for tliOO,OOO CO'ftrlac 

loneo In OXCIOII of 4100,000, the flrot tl00,000 'btiiiC 4MIICU'blo. !b!a 

bond proY14•• eoaple\e eo••r&ee for all t,pee of lotltl• !be aecoD4arJ", 

or exceae, boad of •soo,ooo 1• tor co• plete co•tract on t1deltt7 lo••••• 
but ether co.,.ro&<l It net &a coaplote. 'laeh of tholl 'bon4a Ia hallo4 to 

trano&Derlca Sor'flct Corporation and tffor4a tho proteotloo of tbe boDd 

to thlt btol< and all of tho tfflll&tecl an4 oul>aldlarr co..pa~~leo of !ran~ 

"erica CorpoN.tion, ..ttor41DC: protec·Uon for eo•• 25 or •oH 4.1fferect 

anurocl. !1>1• cro\IP tn.,....,• penH• a coDtlclorablt oa..UC I• tho total 

coat of the ua• protection it aeparate boD4a wUb elailar eo·"rece were 

1••~•4 tor .ach of the ae.ured eoa~1••• 
Tbe aaouot of the prea1ua upon tho boncla Ia cleteralnoci eacb 

yeor by tho Jldellty & Depoait Coapan:r of ll&rYland• l'ull lntoraatlon 

ae to the number of loeatione, br:e.l'!.chee, n\llftbtr of accounta an.4. emplopa 

h turnloho4 to the ouret}' coap&nY prior to tho anolveroar1 ute of tho 

'bond, and tho auro\7 eoap&nY coiiiJ'Uh• the prealua upon tbe prl.a&rY aDd 

.. condarY 'bonda of $!)00,000 eacl> and aloo coJD9Uttll the p,...l,. for a 

*100,000 'bo~:~cl for tbO """' co ... roce. fM total p,...l,. tbuo coJD9Uted 

baa 't>ttn palcl to Trao ..... erlca SerrlCI eorporatloD ... -·· tor \he -

aDd the partlclpatlac ou!>dcll&rlet, aDd that CCIIP"'l' heo 1D turn paid 

• 

tho uouot ro
11
1!.1rtcl to be paicl to tho f1ciellt1 6 Dopoal\ Coap&DY "' 

proalua tor tbe es oon con~ on the 't>ltol<lt bond !or all 1Dollr84• 

aDd hea ~ld tbO clit!erence to ~raooaaorlca Oentral Corporation for the 

otlt lnollri11C>O reoer'fe aa!lltolnecl by tho\ oo8p&l1)' for the 't>tol< elld the 

partlolpatlll ouboldlarlea · Tho btol< an4 tho tffll1oto4 end ou'bolcllar7 

corporatlo~:~o of --orioa eorporatlon hoYt oontnblltecl their pro rato 

abort of tbe ooot of tbla protectlo• to !rao-orloa Qcoral Corporation, 

and \be 'bank bet paid ito proportloDatt ohlr• of \bt ooot aDd 110 .... • 

Regraded Unclassified



Slace tbe lAcepUoa of thh ........,_, la 1932 All4 thro &' -' 

tho period. of Ito operaUoa, the beat All4 the partlolpeu111 -old.lari~t 

( ho• • pel<l tho _,., of tbe p....s.,. tor llullt1 u.........,. to "'--rica 

Genortl Corperatloa aD4 baft oolleclld. all loo11o troa \bet oorperaUoa, 

011 pt711ent of 1ooMo tbe b&lllt All4 tbe partlolpaUoc lllbold.lart11 baYe b-

billed tor all4 haYO pt14 reotoraUoa prtal~ao Wb.lall baYO btlll cc.puted at 

rocular lnouranoo ocmplllJ .. teo. 'rba pa;raento bJ tho bank baYO beu ,,.ted 

•• an lnouranoo p,...l\111 and baYO bee HIUlarlJ ohor&ed to operaUnc Ozp&IIM • 

The blllk hao beMfltod bJ Ito proporUoaato oba"" of ohotOYor aaYIDC 1D 

P""'lua which bao rwoultod 'fi'OII tbo croup 111w..nce, aod bJ wbatenr 1~>­

ol.lrect aOYIDC M:f baYO bee effected. bJ faclll tJ aD4 dhpttch In oecurtnc 

uttlaent of 1oooeo Without to.-.1 proof of claia. ID.., oftl1t, the 

bank bao ""coiYOd tho - full protection f..,. 1oueo durtnc tho period 

and tho oaae coneluratlo" for the .01111 tbat bao been poid ao It wovld 

han rocehed fro• the fidelity and Depoolt c..,..,. .l.ltho1J4h under tbo 

( 71dellty &o Depooit Oo~ of IA&rJland Ba.nll:ero Blanll:ot Bond tbo ourety 

company wlll pay tor losaoo Incurred before tbo expiration of tho bond 

c 

and dloco•ered within ono raar efter tbo u p lratlon of tbo bond, ,.. .. · 

0110rlca General Corperation bao agreed to P'7 f or 1ouoo dlooonred wltb­

ln the 7taro f rom t ho date of tbe termination of tblo arraoc-ent . 

fhlo Dttbod of boD411J>C fldoll tr l.n0111'&11CI bao baon 41oclooed . 

In all reporto of ox .. 1aaUo11 of t b& b&lllt olnce 1932 • ID the roport of 

ual~~aUon of lfoYIIlber 9, 1932 1t • • ohown tbat tbo -unt of .. ,.y 

pold ""' rotolne4 In part by 'rran-rlca Oelloral Oorperatlon •• a 

prOIDiliO. SUbooqu.,t roporto aloo ohowed pa:raont to ,,...._orlca Oelleral 

Oorporotton an4 tho rotonUo11 of tbo appropriate ... ,.., ot tbo pr•l• by 

that COIIpiJ\7 • llo prl'<louo crlticl• of tblo prootlco hao boon -"• oltbor 

by tho llatlollal Bank -laor nor b7 tho Ccooptroll .. of tho OurronCJ• 

r,.. a 1opl point of rtn, It aw-r• to bo u.&torial whether 

!ronM.ortoa Oaneral Oorperatlo11 lao autborltJ to coll4uot Ill la.,...,ce 

buoiaou. It bao batl1 bold bJ the courto 111 O&lltornta tbat a oiacl• 
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cootrsct of ~t7 or IJ>d•nltr dou oot conotltuto tbo dolnc or.., 

s,.ursnet bullJluo, aDd tbat the reoulr-to for tbo 4olnc of .., la­

IUJUCI butl11t01 e&m>Ot be otretebod to eonr a •lncl• contraot or 

{ prantr or IDII.tu1t7 (J•eo In llotato • • · !be lltoca Corporatln 140 

04J., J.pp . 515). In.,.,. .. ,.,,, !l'ranMMrlce Corporation throucJ> Ito -

oldlarlu wao the o""or of the belllo: IID4 tbo affiliated oorporatlono, 

( 

and without houlnc anr contract of ln1U1'&11ce It cortalnlr bad tho rlallt 

to set u,p a re11"e to oonr lo•••• of &1J¥ ot 1 te trUbt141arlet troa AnT 

cause wbA.tner ud to obtal.D 'J)&7D&Dts trow tbo11 au.bl141arlet lD order 

to eetabU th a.nd Q&lDt&in tbote reaerYet. 

!be .,....!nor' o eoneluolon that t hou -•to b7 tho bank to 

'!rcnoaaorlce Otnoral Corponotlon conotltuted an unoocured boM'O•lDc of 

that compoftT aDd tho Col:lptroller'• direction to tho Dl,.ctoro or tho 

bonk to recoTer the t\IDt eo paid appear to be w1. tbout reference to 

elementary lopl l)rlnclploo . The .. ono7 •ao pol4 b7 tho bonk ao co.,.. 

aideration tor the inde.mnit:y agreement of !franaamerlca General Cor-

poratton and wat 10 tre&t·ed by both partlea . There wat ne.er an expre11 

or Implied pro~loe that tho monleo oo paid would be repaid b7 Trano­

a...,erlca General Corporation, but on the eoDt~ry the aonht not expended 

tor the oxc.ttt co• ence ba.•e been r ·et&ined by that corpore.UoD ADd to­

eluded 1Jl 1 to annual otat011enh of earn! nco aDd lncoao tax roturno, DD4 

1ncoae tax bae beeD pald upon the &DOUDt repreeentlnC tbe pr•i\llla J:I'Lld 

alter de4uct1ns lo•••• lea• reco•erlea. UDder t~•• clrcuaetancee tt 

seea1 clear t hat there 11 and waa no p.roahe 1apl1ed. b7 law tor tbe 

rep&11Dent of theee IUIIll by !'r&neac:terlc& General Corporat1oo and there 

Ia no let:al ba lla upon wbioh the ..ono:r or &ftT port of It could bo ,.._ 

covored b;y tho bank from that corporation. 

I! YIOLA!'IOliS Q! !!!! 

- 10}-
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!M ltthr of October 2 , 1939 a\ ,... 2) -ltlto ftrloaa 

rlolotloot of laor whioh, U h otate4 , tbe 'balllt or tbo ttroctoro of tbe 

~han la>oWlDC11 or atCll-\11 pen1Ue4 tbo ottlooro to ._n. 
!;a charCO that tha 41rectore ben bowlDC17 or MC1'-t11 peftlUM a 

rlolaUon of law !_J' tho oft1een of the 'balllt 11 a oortouo 001 , IoHhor 

the bank nor tl\o dtrootoro of the bank ha .. at wq ttae kaowlaelJ' pt.,_ 

ml t ied any viol ation ot an:r otatute b7 &D1 ottloor ot the b&rllt, .Ltter 

266 

a verY c:e.reful an4 nhauot!.n omdJ' ot all ot the facta aDcl. otrouaotaoeeo 

tn.ohod In t he nrl ouo t ren..,c\lono whi ch o.re .,.ctttod •• rtolatlono ot 

law, the dl rect.ore are eonYlnc.ed. tbalt DO vioUUon of law ~~ occurred. 

~ SZC'I'IOII 5200 ~ !J!5 IIITISID S'UTU'I!I3 

C12 u.s.o .~ . s4l 

It to clal~od that tho pro•lolono of thlo Section 1\aYo booo 

vtolotod by oxceootve •obltcottono' ot rran ... orlco. Oorporo.tton end Ito 

ouboldlartu ao opeclfhd 1n tho report of oxo.atnatlon of !Iorch )1 , 1939 

at pare 8 , lnaert 1 . ' hie portion of the report Ueta elabt lteme for a 

total of $2),o45,!19 ·5S a o obllpt!.ona of rren ... ertca Corporo.tto11 and 

Ito oublldlarlto lD uceu of tho lawful llait poNHtod b7 Soctton 5200 

of the Rtrilt4 Statutee . 'fbia contention 11 '0&114, of couret, upon that 

!>Ortloo of Stctlon 5200 rrhich prcrtdoo that the obllptto .. of a .. ,... 

J'Or&tlon ohall Include all obligation& of all oul>oldlarlu lD which the 

c:orporation one or control• a ujor1t7 tntereat. If t he parent cor­

poretlon h Hult Indebted to tho bank within tho ae&nlnc of the tena 

' obllpt lon• ao dettnod by seetlon 5200, the t otal of the obllptlollo 

noUld 1nolude obllg&tlono of all of Ito ouboidlarloo. 

(1) k eeptance of a Contract of Ouerytr tm !t!D..,.•r1C! 

Corpor~tion on u obliptlon preYinalr arlatl¥ "' !'!9\ a ylol!UoD of 

Soctton 5200 of t he llerlotd Statuto•· In t ht nrat pl&Co, U .,.t be 
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bon .. in aiad tba\ 1t tbo obUpUoa of '--• rica Corpon.Uon 0080 1 

utthln tbo ...... i ... or tba\ tom •• clof1Do4 1D S.otloD. 5200 or tbo bY1oo4 

st..tutoo 00 that all obUptlollo or all oullo14t..rioo or !NDooaorlca 

Corporation auot bo i ncluded to detonalno •bother or oo\ the tokl .,._ 

ceedo tho 1~ IIUia\ID ponaitted b:r that S.otlon, thh oltuat1on arooe 

oot by roooon of &107 oxtonllon or credit to Tran ... orie& Corporation or 

M1 or ita euboldlorioo ill violatio!l of tho otatuta , but entirely by 

renton or a cbanee in corporate eet-up whereby T'r&baa.ertca Corporation 

be_. the owner or a eubata..Ual portion or tho otoelc of tho bonk .,d 

&IIUIIOd tho obllptlono or Inte.........,orieo Corpon.Uon to tho b&DII: which 

oo..,.raUon, prlor to that tiao, hod owned pn.cUeall:r all or tho otoell: 

of tha b&DII:. Soee or tho raeta ourroundtn& th1o cbonco In eorporete 

set-up ba•• prniou1l7 been explained, but for \~ purpo1e or clarity on 

the po int \11\der ooca1d.erat1on will again be re!trrtd to . 

Prior to Jul;y 14, 1937 Tnu>oaaerlca CorporaUon •• not obllpted 

to tho bonk under an;r tranooetlon of an;y kind. .1.11 or tho lte&o •hlc:h a.ro 

lloted In tho report or examinat ion or Karch 31, 1939, with two ex­

ceptlono, oxiotod at t hat tlmo , but there woo DO •lol&tion or Section 5200 

or tho Rnlood StatutOI becauae the total obllptlon or on:r oorpor&tlOD 

and Ito ouboidl&rleo <lid no\ exee&d the 1~ aexlaua pro .. lded b:r S.cUon 

5200 or tho Rorlo&d Statutao. 

On Jul;r 14, 1937 Inte.........,orleo Corporation, which •• thAI owner 

or tho otoclc or 'B&nlc or .l.morlca ]l.f ... s.J. •• -· ooaoltted to the b&DII: 

~n certain eontr.aote relatint to non-bankable Ulth ot t.be b&t!.lc~ fbeee 

contract 1 have heretofore been upl&lntd 1n detail . and it hat alao been 

pointed out that thoJ ~ere oonaidered f rom their inception aa & ~r.ant7 
acninot looo . fhothor tho controcta bo conotdored ao a pn.nty oplnot 

loaa or aoaethinc oleo , th~ were not a •iolatioD of Seot1on 5200 ot tho 

( lleviood Statutoo boeauoe they were cot ., •obllptlon• witbln tho aeonlnc 

or that Sootion. 

On 1ul:r 14, 1937 Intor-.laoriu eorpon.tloo pur ...... t to tho pl&!l 
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,,....ator lh ·- Ia \Ill~ to tfi--oa'll• o..,-u-. ,... *ida a 

( -.JorU:r t1 tile 11&111< olo«* - to lie 41otrl...._ to ollanlooU.o ot 

,...,.-rtca Oort~orauoa. !M attoot ot t11o ""~ of u.o lata ... 

Uorlca Cort~oraUoiO ooatl'&C\o, ao pn1'10111l7 u:plai-, ... tbal tba but 

rocolved back tba auoh whlcll wro conrad b:r tbo11 OODiraoto, u4 ao 

part ot tho oaoo truoaouo" 'l'r-rl• Oort>OJ"&Uo" prutood H001'1J7 

on thooo auoto 110 lila ooa ot $6,500,000 rithliO a porlod ot tho :roar .. 

It h&o b&on co10tol0dod tbat b7 reaoOD ot tha oa:e""UOD ot thlo OODiraot 

ot praD171'r&D-rloa OorporaUOD b&- obllptod to tho but rilhlA 

tho •woe ot 8oot1010 15:!00 ot tbe llo1'1ol4 llatuho &D4 lbat, thorofare, 

oll ot tho obllpu.,. ot all ot tha l'<ll>ol41arloo ot ,...._rica eo... 

poroUOD oh<Nld be crouped to dotol'llille """thor or not tho7 u-414 tbe 

1~ lD&lllau pro1'1414 bJ that 8ootl010 (oee roport ot oxaaliOaUon ot .&.ocuat 

21, 193?, - 8, l10urt 1; pace 20, lnoort 1), linn I! thlo coalonUOD 

t lhould bo true, &Dd wo aro oaUatlod thot 1t 1o 10ct ccrroct, 1t 1o orldaat 

that nolthor tho bank ncr tho 41roctoro Jmcolln«lJ or nocJ.Ipntl:r po1'111th4 

th& cttleoro of tho bank to commit a •lclatlon of 8octlon 5200, Jloylood 

Statutee. !he o'bllptloa.a which are now 11ate4 aa e:z:oeti1Te nre N..l ln 

Uiotonoo at tho tiM of tba acooptanoo ot tho prant:r aD4 prior to that 

t iM had not coll<ltltulod a 1'1olaUon of 8octl010 5300, tl>e 1'1olal1on ot 

tho otatuto, 11 &111o •• not caua14 bJ &111 act ot tbo but or otflcoro ot 

lh& be.Dit, but on tbe OODir&r7 ... 4Do to tbe ._ lo tile oorporoh 

oet-up ot tho bo141oc COIIp&D1 altlllalo Dt tho 'baDI<o .\a a praoUoal •Iter 

the pod tieD ot tho but ... oubotant1oll1 ll!))roftd b7 IIOII.I'IIIC tho 

cua>-ant:r ot 'l'racoaaorloa Corporation upon a •-Uant upoD 'llllcll 1t ... 

not pre•louo}J Uablt, u4 tha 4lroctoro OA4 ottlooro of tho bank w01114 

Ill tact ban be., Decllpnt 110 fallloc to ooCVI ouob • praot:r OD tha 

( r anotor Dt tbo auoh Dt lat~rlca OorporaUOD to --rica Oor­

pGrntloD. lbatonr _. ban booiO tbe reoult Dt tile acoopt- ot tile 

l'IArant:r ritb roopoot to tile ob1~U- Dt tbo II'QI>ol41arloo ot 

-1~ 
Regraded Unclassified



c 

0 
"""""*'rica Co~J~oraUoa, U 11 clNr allat tile acoopt- of tile _..\7 

ittol! ,..,. not a Ylolatioa of \llat lectioa 'be- .. ond.U of ...., 11:1a4 

- extee4o4, ...,.. _. ...., of the bomlt'o - pa14 ..,.t, and ,.._ "oorlllc 

of thO cuarut:r _. in tact .,..,.,0&1'7 to protoot tM Milk oo o'bllpUoaa 

'Ohich wore o.lroo4J exh Uac-

lt ohouU therefore be olear tMt rop.r4lou of -t ...., heft 

boon tho losal ettoot ot the clwlce in tM OOIJIOrato "t--up ot 'l'rano­

-rica OOIJIOraUon aD4 ito oublidiarieo upon tho obllpUono and .,...... 

oitDODto then oxioUns lD taTor ot the b&Dl<, it tbat choAce ou4 the 

O<>COpt D4CII of the cuarant:r ot T'r0111uerica OoiJIOraUon ronlted ln the 

clnooitloatlon ot all ot theoo obUptlono within llootlan $200 ot tM 

!lenoe4 Statutoo, the director• 4.14 not b.ooi.IIC17 or nocllpnn:r pwmt 

a rtolatlon of the ot&tute to be I084e 'becauoo tM cuarant:r ot 'l'rano­

amorlca Corporation •• neceooer7 to protect tM baDl< upoa obllptlano 

1Zh1ch wer,e o.lread)r e:deting. !rheH wae no e.xttDdoD ot &DJ oew ere41t , 

( and thoro!oro no Yiolatlon o! tho otatute bl>t oo.l:r tho ooCW'lQS o! a 

£UN"I>Dtl' upon oo•it..,nto whleh wore o.lroa41 oxlttlns• 

(2) 'l'ranp!!!rlca Corporation lt not obllpto4 to tho li&Dlt 

wlthln tho ..,anly o1 Sootlon 5.200 o! the lltvloocl 8tntutoo. In order 

lo Sfoup thO obllptlODI and eODitMnh ot all tM OUbddi&rlU O! '!'r&no­

a:>erica Corporation within the lo.' UaitatloD containo4 iD lloctlon 5200 

ot tho Bnlte4 Statutoo , 1 t wat be ohown thot \l'rano-rioa Corporation 

h obUpto4 to tho bait within the •anins ot thet leoUan. An ual:rdo 

Of tho prorloiODO of thO 8octiOD ohOWI clo&rl)' tMt thoro 1o DO lawt'ul 

buh !or tho oontontlon that the c.-it•nt ot 'l'rano-rica CorporetiOD 

Wldor tho oontract ot CUA"&nt:r and referred to ao ...,.antoe4 Loano .,_, 

within tho provhiono ot that Section. 

llootlOD 11.200 nt t he lltrloe4 ltatutoo (12 u.a.o • .&.. U) prorlclao 

( lD part " !ollow01 

'Dw totnl obU~Uono to ...., national ~DC aooo­
elatloa ot ezq pereoc, copar'aerablP• aMoolaUOih 
or OOIJIOr&tiOD ohall at no U• axOMcl 10 pwr ce•-
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0 
ot tbe _, ot \U oopl\al otook ot ....., .. oool.aUoa 
actv.ll7 pal4 la - •'"'P"In4 M4 10 por _._ ot 
I.U ~ ovplu ~ !boo t.n 'o\l~lou' 
ohaU - tile 41.nat llalllU\7 ot tile ..ar or ..,_ 
oeptor ot popt~r 4hcoaaW wltll or ool4 \o WCib ... 
ooolaUoa aD4 \be llablll\7 ot tbe hdort~r, 4rawor, 
or praetor wbo obtal.u a loaa tr• or 41.o-h 
paper wl til or oallo popt1r u4ar hl.o _....,.,. to -
&IIOOl&UOil aD4 lllall l11Clu4e 1a tbe o&M ot obllp­
tlono ot • oopartaerthl.p or .. eoolati.OA tbe obl1p­
t1ooo ot \be Hftral -ro tberoot 11114 ~bell 1ool114e 
1D tbo oaoa ot obUpUono ot a corporaUoa all obllp­
Uooo ot all rul>o141.arieo ~boteot lo whiob ouob corpora.. 
Uon "'"'' or coat roll a ....,orhy 1otero ot. • · 

270 

'l'ho 1 obl1pt1ono1 whl.ob are iocl\1414 hi tbe otatuh an .. _ 

p ted 1oto two clauou (a) 41.reet llabU1t7 11114 (b) 1..Urect llabUI.\J, 

(a) 1!be direct llabillt7 of \be -r or acoeptor ot paper 

41oeow~to4 wltb or ool4 to ouob aoooc1aUao. 1 !hell ''"' .,., bt ao-

cepte4 ID t hel.r or4la&r}" aD4 uual JIO&alllc• It h clear tbet tbt obH­

IIono referred to are tbe pr1Ml7 11ab1l1t7 ot tbe ..Or ot a proaiuory 

oote t o r epQT t be mo11e7 borrowed aod tbo pri&OJT l1ab1l1t7 of the&<>-

( cept or ot o. drott or b\11 of exc:baoce to P01 t ho uount of tho acceptaoco 

at tho ti~o acr&e4. 

(b) 1 'l'ho l1ab1l 1t7 of the 1.aoroor, drawer, or cwaraotor who 

obtaioo a loao tro• or dhcOUDto paper with or oollo paper uoder hio 

C\IU&Dt y t o ouob auoclatioo. o b obllptloDo here 1ool114e4 are tho 

IOOODdary Uablllty of the 1o.doner, 4rawer, ... cwaraator ar1oi.JIC -

a loao 1o llltode or paper 1o 41.ocounte4 wl tb or aold to tbe b&Dk. 

Tbe wor41.QC ot t he otatu\1 doeo Dot perait ot tbe looluolo.o 

of "D7 llabU1t7 "" ..., •obllpUoD' ucept thooo ohlcb an optc1t1ed 1D 

the vordiQC of tbe locUOD btcauoe It 1q o, •'ftlo t ero •obllptloDo
1 

ohall ~oe.o,. .. • aD4 proceedo to opec1t7 tbe parU<Nlar ldDdo of ol>­

Ucouooo whlob aro ooYere4 by tho otatuto. Ullleoo t ho obl1pt1oD of 

~ UhiD the 4ot1o1t1oo 
u aQtaaorlca Corporat1oD wwler couelderatioa. coMI w 

( of t ho llabllltleo opeo1tle4 I.D tho otatuto, tboro h DO 1Wt at1on 

"PAD t bo uount , a.or 1o tbere &D7 JuUticaU..., t or croaplDC tho ol>­

l ieaUoDo ot oubold.iarleo of 'lrao-rloa CorporaUoD uodlr ooa total. 
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H 11 OloO ClOIII' fl'oll tho proyiolou of hotloa 52()0 U!a\ U 

1o 11ot oppllonblo t o ta7 ,........,\loa .,..,. oao la ld>loll tho ""* baa 

1\ lo \o bo ao\84 ( ecluol~ po.icl out tluola lllpOII aa ez&eutoa ot o rndU, 

U>At oMh obuc .. u on !JIIIl - vt\hlll tho o\a\uh 11 0110 IIIIUoll baa bo• 

•4locounto4 with' or .. old to• tho but. fbo vOI'<lo '41•-t vlth' or 

•oold to' nooonN"ll7 oonno~o tho Pllli'Ont of h.Dolo ot t4• bllllk - ....,. 

qulaltion of tho obl1ce>t1on. 

It WtiO oxpr oooly bold in tho C41o of P4711o vo, Ootnaa , 50 P (2) 

1039 , that tho o.oooptnncc of a r01>0Vll.l not o vith l ntoroot 444nd, tlll<lDc 

tl>o totol obllptlon crantor than tho 1~ Dl>XImm, V41 not " Ylola\lon of 

Section 5200 bocauao no now aono7 loft tho l>Mk'• YOU!.to. 

!lot onlT 1110.1t tho obl~tloo. bo ono IJ>OOiflnd In Soctlo11 5200 

r.llll rooult in J)611De11t of tho l><mk '• DOD01 llp011 Mqullltlon of U>o ol>­

llv.U on , but t ho 'bo.nlc '• """"7 auat alao be po.ld to or for Ulo direct 

bonofl t of Ulo poroon vhooo total obl lce>Uono o.ro t.o bo J:IOllturnd liT tho 

( atotuto. Tho otatuto ·~· that tho torc'obll&ntlono• lnclu4oo tho 

l 1nb111ty ot the 1ndoraer, drOHor, or ~~nntor who obtaina a loon froc 

or 4hcounto or oollo P"P"r to tho. bo.Dir;, It dooo not lnclu4o tho Uo.b1lit7 

of on lndoroor or cunro.ntor vho l.ndo.rooo or cunrontooo ~ho oblte-tlon of 

ao:ao othor peraon o.a auroty or AI a.ceooodatlon iDd.oreo:r. 

It hat boon apron~ hold. liT tho SUpr- Court of tho ODltnd 

Stotoo lhr.t ll~hllltloo 1ncurro4 bT one poroon"' ourot;r or lndoroor for 

another oro not lnolllllnd i n coopuUng tho total of llll'bllltloo of lii1T one 

poroon Undor Sootlon 5200 of U.o J!evlond Stlltuloo (Corol= llntlonal 

'BMlc of Coroloo.Dll YO, Johnooll, 251 U, S, 68 , 110 S. Ol , 62, 611 L. 14. 1111; 

Oanblo vo, 'Brovn 29 r ( 2) 366) , I n tho lnotnnt oaoo tho &UN":u>t7 WM of 

tho notoo of n cront '""'Y indlddu.~l borrovoro. It h Ulcovllo olol\r t hr.t 

tho o tnt uto dQoo not l nclu4o vithln Ito dofllli tlono M o'blllt\Uon nrhlne 

( t'roo a contract to purcbt\ao propezot:r troo r. buk., fNob n tro.a.eoot.ioD 

•1=17 4ooo not roprooont " loan or 41ooount o.n4 no noDOT 11 p!\1d out liT 

Ulo banlc , 
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:ror Ulo ,..,.. .. o1 t11wa•tea- "'-' ,_ WlU. • 

$10,000 1ooa .......... \loo . .. _ ........ 1 .. •"-'lo ..... Ulo 

( t tAtulo \o 1111 bnlo\loo\loal. ...... abo - ,._,toallT 1111 e1 \llo ·­

of tbo - 11114 Ulo '""* IIDU. ttoo,ooo 1a ao\oa *lela - """" "' 11o 

cl..olo1f1o4 ao loeo, .To- wtU. a M\ worill <11 .!100,000, ta onor \o ,.,.... 

toot bh brroataoa\ la Uoo otoolr: ottoro \o PAJ'AII\oo _..t of tllo 4-

M not oa. Voul4 bll CQIU'NI\7 of Uoo 110\01 OOiloU tuto a YlolaUoa <11 

Soction 5200' It 11 cl.oubttul that 111170110 would baYO tbo t OJ:IOrUr \o 

rouctt web " r oa\llt, Tot tblo 11 omct17 tho oitui\Uon wblcb ..,...o4 

tbo oxocuU es of tho l ntor-.&norleo CorporaU oa ooatrt\Ch, omopt that 

that corporotloa WM 110t lD4ob\o4 to tbo beL 

Pl'lor to tho nrymclmnh t o 8ooUon 5200 117 t11o .,"'rt"C .&ch of 

19JJ Mil 1935 tho o'bl!D>tlono 4oflao4 117 tho na\u\o 414 ""' l11Glmo Ulo 

Uabllltr of 11A 1114oroor or p<ll'anlor aD4 U wao t hor otoro poul'blo for 

a bonowor t o o'bt6 ln l06lll lmlrocUr tbroucl> blo .....,.....17 aD4 4ofoot 

tho intent ot tho etntuto. !ho ~nt•• ot oouz1o, woro 1ntoD4o4 to 

ond 414 oorroot thlo o1tant1on, !bo purpooo of tho otatuto , howOYOJ'o 

lt r.oo1 1\lwar• hM boon \o oot0p<ll'4 4opooltoro 1\114 otookbol4oro 117 

provonU Jl4 ~ooolJ'O 10<\DII of tbo 'bczlk'o tun4o to 0110 1~Y14Do.l t1n11 ••­

ourl"' 41YOJ'11f1caUOil of 1111011 aa4 r-l"C tllo poool1111117 of OZC0111YO 

lou, It wa. 4oo1po4 \o pr.,....,t t11o peri¥ nt ct tllo !::rt' • T!!!lr• 8114 

tho anl1 o'bl tcaU ou oot:lilc wl\lo1a u.o 4<11WUOD ot Uoo ""'"'"' aro tllooo 

lD vbloh tho 'bWie DO!!& 1o !!!:14 ""' """" Uoo ..,.,.so1Uca ct tllo o'b­

lienUon, 

Short17 llf\or tho •m!!dmnt ot 8oa\1oll 5200 <II tho JoYloo4 

SIAtut oo 1A 1935, tho '1'r0G1u17 Doparli:>ODI of tho 'O'a1to4 ltatoo • tbro1JCh 

tho ott1oo of tho Coapt:rollor of tbo Oanoi>G7o pabl1obo4 " 01\'e.blo <II 

Llo1ta\1ono on Iooau • (::rom 141W) tor tho •o <II MUoaal - • 8114 

( <loot1f 1o4 01 o'b11pUau ooo4oc w1Uo1A tho 1~ 111>1\aUOD Ulo Ua'bll117 

t !~!!l!I~-!E!I-...._!!IdiUili::!a&sonD:OI'IILJIVU-~EIIIJ\aJ'ZL.I".llooX0"'1"!9'::a. o u bd.oraor o.r C'JN'N'l"tor ;werro !!!!! -=--- - --
tho procoo4a troa tho ~· 
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It to ooD01•191117 oe"-'Uobo4, ""' ~ 117 .a.. JRO\'lll- <II 

tho o&.,wto, !rut 117 U.O doalolau o1 taoo o.n1 ""' 1a f a.ot 
117 

\bo 

puJ>lloaUono of U.O oltloo ot U.O ~lOllar ot \bo o.r._, _, \bo 

vor4 1 o'bllcn\lon1 1a l ocU on 5200 ot U.O aonooc! l t..h\oo ,_
0 

• ol>­

U&c.Uon rzhlq out of " trr.noacU on wboro'b7 aono:r of \bo ......_ 1o ~ 

au& to tho o'bllcor llpOD hio pr!J:lar:r or ooooo4aey obUSGU on to roJY'.:· it , 

Monouroc! 'b7 "•••• prlnolploo, it 1o ol- t bat Uoo ooml. ttlont 

of !l'rMON:>Orlol\ Oorp0t11.U on 11.Dd6F t 'bo cont rMt at CU<'J'Mt7 dooo not 00,.. 

at! &uto "" 'o'bll(lc.Uon• v1 thin t'bo DD<>Iliii.C ot loo\lon 5200 of t'bo llortooc! 

St<>tut oo. !'bo olr.,.,.tCDCoo UDder which thio oontrnot of ew>r011.t 7 " "" 

...,eoptoc! ba.., barot oforo 'boon o:q>l.Dlao4 111. dott\U , Nl.4 it to not ,.,.,.,._· 

0M7 to rortov t'bon t\Cft1A. I t 1o ""'flctont to polat out tbat traa t'bo1r 

!llcopUon tbo Int0!'-.,orl06 Corporr.Uon oontmch woro 1nton4oc! to 

!'1'.14 out 'b7 tho bt.Dic !rut on t 'bo contrt1.17 tho oolo ot oolcllold.or of tbo 

bo.nk loMOd 1 to orodlt r.Dd 1 to oocv1Uoo to tho bMic to CUN'ontoo t ho 

bMit ""'tnot lou on thooo r.oooto . !'bo I!W'J'Nlt7 117 1'rMtor.1.,.104 Oor-

pornU on wo.o notblna ooro tb<ln 1 to noo'"'J)tlon of tho cocnltoont of th 

aubo1dltl1'7, I nt.........,orl o<> Oorpor <>U on, upon rocolY1J1.« All of t'bo o.oooh 

ot tb..'t corpor nUon, Jo11.0 of tho 'bonk'• nAII.07 vca o•or J)A14 t o Int or­

A:I.crtoa Cotpori\Uon or !ronaaDor106 Corpor <>Uon 111. tbooo trMOOOUona bitt 

on t.bo contror7 tho ......_ rocol•oc! t'bo 'b011.0f H of tbo CU<'.rN>Uoo tnlo 'b;r 

thooo Conpanl.oo M4 rocotYoc! cctuc.l 0<10h p-h .m.!! thc:o>. 

It 11, thorotoro , not prapor 1n 4otornill1DC """t'bor or aot tbaro 

hdo boon a rtol<>Uon of Boctlon 5200 to l nolndo t'bo oontl't\Ot ot p•.rMt7 

or ~£1Jllo.t10l'1on OorpornUon UDdor tho IQQar,"'.J\tood LoNu' Qa on 1obl1gt'.t1on• 

lmlor tho otntuto , nor to t t proper t o groll.l) t ho o'blt(lnUono nn4 • ..,.. 

!lit110nto at "11 t ho oublldtt\rl oo of tTMoaoortcn OorpornUon no 011.0 ltJ'O 

( 'boc"uoo 1t thoro Jwo 'boon no ononolon of oro4U t o 1'rr.noot>or1cn Cor­

por <>tton vUhin tho -~ of tho o,t.atuto, t'bo obJJcnUo .. of onch at 

t.bo oubo14tnr7 COOJ>=loa c:mnot 'bo coa.ddoroc! r.a " al.nclo llltoroot lrut 
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- t bo oo....S.M...S ..... \eq. 

r;won u.~ tile _.aty of 'l'rlm..noa Corponu.., ~ 

,.,. .17 for the aako or ar....,t. bo consi- u .., obl.ipUOD '011121111 

Sootier\ 5200, tho ropart of _.mUon of llaN1 Jl, 19)9 inoludu 1n 

th> totl11 o! U. • i toN stated to be 1n oxoeaa or the lliAX1aft u ... wb1ch 

vc not obligationa of Ollbsidiariea of Tran-riOA Corpomtion, For 

ro.>om3 MN tororo eet forth, l'roatom 8t3t88 CorpomUon 1a not CC1131tler­

od to be 0 aubaiciiAry or TrlllliS<I,.,.iCA Corparntion, The purported lli.bUity 

of TrM~rica Oqjaral Co'1X""at1on for IOli-iniNI'UCO lunda 1o lil<~ 

•b o not "" obUc;ation. Details or t.llio utter ~·• ba2l aet fort.ll \Diar 

the hol\dln;; •Self lniiW'IIl1oo• nt J'"<IO 96, and aa t hondn <Dt'J)l.Ained, tMa 

_,07 ,.,.. pt\td na considoration for an asr-nt to 1n-.u'y tho bank 

11:oinst t1delity 1oaaos. The b.'Vlk haa reoohecl 1llll CCIIsldcretion for 

tllc """"Y jl41d, and there was no oxprcso or ~eel pl'OIIiae to repay aey 

,nr t o! i t. 

Notwi thstMding t ho !Mt that it is tho opinion o! tho Board of 

Diroctora thnt thoro hos boon no v1olot1on or Seotion 5200 or the Revised 

Stotutoa, th.> momornndum of agroemont o! Docmbor 15, 1938 provided thot 

tho total of thoao !tells would be reduced to tho ax1mD permit~d for a 

• i.•glo interest by JuJ;r 15, 1942. Substantial re&lotions ba"' becm •de 

Mel nre continuin& to 'be ado upon theS8 obUca~ians, as ....,., b7 the 

follmd.n& scho&llo. 

Bal.onee Bol.Mioo 
~ lc-2~38 l.M-1'1 RMuqtioo 

ll-=ontec<S LoM o ~5, 524,096. 03 33, 'n7, l2).93 ;n, 906, 972. 1D 
Firat N~tioMl Cor-

1,000~000.00 1,000,000.00 >OratiCII or rortlnnd 
Br~cmerioc Agrioul-

50, 000,00 400,000.00 350,000.00 (Inoreao. tural Crod1t Corp, ) 5).,016.19 ~itornill LGnoia Inc, JS1,0l6,19 
C.•. •itAl ConMony 

497 ,ONJ,6S 497,0/IJ,6S Unooeurod 
651,000.00 29s,ooo.oo llcnl Est.ato Loans 946, 000.00 

Tron.,.,crlca Serrico 
2, 700, 000.00 4, 900,000.00 Cor >Ot:.\t.lon 7,6oo,OOO. OO 

lnt...r-Cci'&Unentnl Co.-. 

~:m:m:~ -'''59 ocp.oo ;.ot"3tion :z,li}.gQQ.Qg 
'!'OrALS ~),118,152.8? 

,950,028.94 
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Tho report of OXA:llin.~t.i en of !!arch )1, 19)9 1J.no tile toll~ 

1' .= no () viol()t.ian o! Seetian 5!200 of tho Revieod S~o~uteo 'Ohich were 

no~ t.no1ude4 in tho rBj)Ol't o! April 23, l9)3o 

lfeotom Purniture Exchange 
lfootom States Corpor ation 
TranONOCri cn General Corporaticn 

~ 520,000.00 
1,soo,ooo.oo 
2, 2'n, 659. 5S 

As ols<lllhor e etoted, the note of the lfootem l'l.lrniture Exchan{;e 

hoo bO ' n tokon out of the bank for ca sh, md it 1o the opinion of counsel 

for tnu bnnk tllllt Wootem States Corporation io not a ouboidi'lry of Trans­

~ric'\ CoJ1)oro.t1on. 

For tho reasons herein set forth, the """"nt tha~ 1o elo.1med to 

bo ooo1n; by Tr'UI04100ric.> Gencrol Corporation does not oonotitute an ob-

Ug~Uon or <tcbt. 

]!. SE&TIQ:l 5116 OF THE REVISED SToT\UES 

Cl2 u.s.c.A. 24) 

The details of t he ocqui3ition by tho bonk of stock in the 

lla~iono1 Cicy BMk of New Yor k have previousl.Y been oxplllincd at page 94. 

Thio otoek woo accopt.cci in oatisfaction of c dabt proviouoly contracted, 

Md the nc'!uiaiti<n does net. constUute a viol<\tian of Section Sl:l6 nor 

th• ro,.ulL<~ions of the Coq>troller cade undor that Section. 

£. SWfiQ! 5111 OF TIC RJV1SI!ll 51\\TIIfES 

cu u.s.c.A. 22> 

(l) Ao pointcci out hcrotofore undar tho hooding "llorchanto 

llntionol Roa1 ty Oorporntion" at poge 45 1 the r<HlCquis!tion of fomar 

b1nk , romioeo by Merchants Naticnol Realty Corporntion nnd their con­

( current oalo throllliJI an agoncy ogr.,.,.,nt did not constitute n flUl'Chose 

or nll , rO?Ort7 1>7 the bl>.nk. It ...;,,. in subs~ce and les;U et!ect the 

ton .ln.•tion of a ocntrcct of sal4 of real propo rty theretofore ""de ond 
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..,uatnct.ory in •""'1' respect. 

(2) Tho properties listed in the repart o! UllainoUcn or 

lbrci• )1, 19)9 at peae U. inaerta 72 and 73, u beifts illogolly acquired, 

MY be oep;regatod br:lany into tbooe acquired in the oottl-nt o! tile 

!lolliiM b.-utkruptcioe ond those acquired tor bonk pr0111eu or in sottl&­

MCnt of dubts previously oontractod, 

In tho letter of Juno 30, 19)9 trot:~ President L. U, Oianni.ni, 

to tho Comptroller of tho Currency, it ""s explained that the Hel.lm3n 

pro.,.,.uoa W2ro ooquired in settl"""nt or claw 1n tho Hollaan bonk­

nnt.cios, and it 1a considered thnt they wore l&wtlally acquired in settl&­

I!OIIt or dubt a -.reY1oua1y exiatl.ng. The ~r also ola1as U..t these 

?ropertios h"VO been held tor more than five ,years, Tbie io true, 111-

t.hou,'!h tho !ive-)'0"" period bas but rocent4' GXJ)irod. A aalo or the 

, rlnci'>&l property consisting of an apartm.mt house is now pending and 

pnpere ere nt prooent 1n oseraw. Yost of the other properties hnve been 

sold Md tho others are carried nt a purely not:linel voluo, 

It is oonsidorod that properties ""ieh havo beon 'lurchued in 

good t<U th tor WIO no bank promises are not 1llegol4' acquired OYBD thoqgll 

it has subseCII1ent4' been deton:d.nod not to uao t'- tor that purpose., 

!be Allwobra property wao so acquired; the Olendoro pro,erty •s I"D'­

chasod !or the o...,nin& o! a new brnneh, a:nlicoticn tar Which had alread7 

bccn o >orovod by the Co~~~ptroller of the Currency, prior to the ac­

Quisition of tho oxiating bonk. 

()) Atter:pts oro bein~ madu to dispose of thJ pro!)Orties 

listed oe hold tor more then l'ivo )'flaTS. 

(4) :vo do not ~groe that the !'ropertioo l:lated in the roport of 

ox"-"liMticn o! !Iorch )1, 1\139 at !"'CO 14, inoort 3, oa banking promises 

•h<Nld bo c4sslfied 1\A Other RO<!l Estate, The t.., lote 1n San Franchco 

t'lCre acquired 1n 1923 with the expectation and intention that they !hould 

bc uaod !or tho erection o! a new boilding tor tho gonorol headquarters 
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ot tho ban-~. SubMQIMint to the 'lUJ'Chue ... : the J'I'O~y, ..-.1 oon­

c!!Uono inclloat.ed that U -• not cleeiJ'able to procee4 with the ....,_ 

( otruction or • lN11<11nc, .. cl tar t.hat .... _, it 101e ~ !he -

hA• hold the property becauae 1 t was int..ndecl, ancl 1e etUl inwnclecl, 

to ert'C\ & builcling upon 1 t to be used tor the head o!N.oe ot tho bank, 

The conotruction or auch a builcl!.ng would C<lllti tute 0 Njor invest,.,t, 

and 1t ia felt lhat H eho\lld not be undortak'"' untU ell ot tho plans 

aro cO!It)loted end tho timo oonsiderecl "PropitiOWI, Thh property was 

li• J'ullr aoquirecl for banld.n& pr eodses, and it is to be noted that the 

N.ve year lillitetion of Section 5137 a'>')liOI only to reel property which 

has been aoquirecl in satisfaction of a debt, 

Jl, SECTION ?4 f!'i!'!?W Rf.m!VP. ACI 

<u o.s.c,A. m) 

As pointed out in tho letter fr011 President L. 11. 01annin1 to 

tho Con>ptrollor on Juno JO, 1?39 and the l ettor frao tho Board of Directors 

to tho Co'"!'troller dated A11g11st J , 1939, 100st of the real estate loans 

totaling ;16, ?$$, ?99.66, which are claaoitiod by lho l!xud.nor ao non­

conf<rai.nl: to the requirements or Section 24 of lhe Federal Reaorvo Act, 

""re in tho bonk at the ti.lle of ito nationalisation end praot1cell.7 all 

of tho ~or ""'"" acquired in conaoliclotiono 111d tak.-ovors of other 

b.1nk0 under a:nroval of the 0I£1ce of thO Collptrollor of tho Cllrrency or 

Ule Chi at Hnionel Bank l!)aullne:, steps are beinl! taken to br~ the 

non-contol'l:lina loene into con!orodty with the Saotion as raoidly ao po,_ 

sible, 

As explained in lhe letter !r01:1 President L. II. GiAnnini to 

tho Colr.,;Jtrollor undor do.to of Juno )C, 1939 and the letter !rom the Board 

( or Dlreotoro to lhe Comptroller dated A\I&IIOt a, 1939, t.lle adviii>CO o! 

.1,1.00, 000 to Ca"itel ~ for tho <:onstruction of a bllllcl!.ng """" 

real property eold to that c~ by the bank • • p•riiii&Dt to tho 
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a~ thoretotcro •de between the bmJc and C.')ital ~1 that 

''<""' ,>r(lll"rtieo aold under the agree.nt. tho bctnk .....w1 ac!va..,. 'lhateftr 

1'\lnda were necoaoar:r fer t he rehabUitetion o r 1apro .... n1. or ;>roperty 

.old, and that the &I:IOunt or :nlCtl advancee should be aMed to the cost 

>riCO or thO flro!Jerty, This advance has been l01b8eq118ntly paid in 1\ill., 

!/.. COliCLUSIOll 

The mttere ""'ntioned in the Cconptroller ' o latter ot October 2 , 
HJ9 have, with one exce,tion, been the Slbject or prertous cor-r espondence 

between the Bo&rd of Directors and the C<a::>troller' a Office. Tho 

Dire<:tors hove prertously sought. to ropl)' to tho C:C.,trolllr' s criticim.s 

and particularly 1n the lett.er of October 11, 1\1)3 endeavored to explain 

at len(th the various criticized tran ... ctions. A 'l)&J'OOtly previous cO<>­

municationo lulve been deemed insufficient or h3va be•n !snored. I t is 

( the belief or the Director s that facts and circumotences as '11811 as sub­

oaqucnt 154tiofactory experiences "'""' tully justified the transacti ons 

or >tllich complaint io """ made and it is this belief that has perousded 

than to oot forth herein ·at great langth and datoil, the hiltory or each 

trnnucUcn, all or the J..a:>ortant facts eoncornill{, it, tho aotives be­

hind the actions previousl)' Wen, and the reasons why it is considered 

c 

the t.ransact.ions were proper. 

It I:NSt be remembered that the oajor portion of the crit1ciSIII8 

h dircotocl against transactions llhich have bean had in thll past., scce 

or then many yoare ago under a previous oan~g-nt. a.nously that llhich 

hats bolln done cannot be undone. It would not appear that any constructive 

'>urposo oould be accanplisbed by the repeated colll!>laint or a tran88ct1on 

long a1nco trans~ired. 

Tho Coc:'lptroller•s critici:soa an'tlar to conter \1;'101'\ two l1J'0?051-

t.lons, nrst tho &lleged unwarranted concentration in obligations or 

tr'"....,.ica CorporaUon an-I seoon~ • the dirldend ,olicY llld cloir.ed 
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urrerea li t.ali~&t.ion of tbo Bonk. 

'ftto "obl.Jcl>Uona• or 'I'Nn.....-1• Corpcrat.I.Clll u4 ih INbcidl­

arto• 1\:lYC beon dotecrtbed in det&U hen~in on~ • • foote -.ld indleate 

Ullt they sro not pr...,..-}J' the ce.uae for as ...,h ooncom ao tho C<ll!>­

trollor ' o critici""" would ,.ke OJ>Pear, 'fttoae it.as are barll\i tho 

cl oeo Attention or tho management and tho rapid proareas boing udo in­

dica too their ec.rl y oomploto el :lminatiClll, 

Tho D1reotoro have actively in lllind tho deo1rab111ty of incroae­

!n~ tho on~itll .1\mdo or the Bani and it has beon pointed 011t that over 

t....,ty oilllon tlollera has been added to tho capitol tundo frO"' profits 

....-1n11 tho lAst fou- and ooe-ha1f yeara, in addit i cn to tho l.nd!.roct. 

increase rooult.ing froo the t.a;>ro ........ nt. o r the aasat oaftd1t.1on goner~. 

'ftto Directors are of the opinion that. the cliddeno:! rnte 1a in 

roaoon~blo propor tion to t be earnings of tho Bank. 'ftte dlddend rate 

1o not tixed, lllld should a change i n tut~ro ocalCillic trends adversely 

( •ffect th .> earnings of the BMk, the dividend action will bo regulated 

accoo·dingly. 

Tho Directors, hOifever, do not ogrea with tho op!nicn of tho 

Coi:,>trollor or tho Currency that under prooiOlt oonclit.iona tho current 

dividend roto is ucessi .. and that it ohoul.d ba re&lced or curt.siled 

altogether . 'lbo det.erminat.I.Oft of the &lKI\0\t or the cliddendo which 

should be ,>Oid 1a by ls" vested in tho dlocre t ion of tho Board of Dire~ 

tcro, anll that. discretion cannot. be properlJ' exerci...S by .-..botitut.ing 

tho opinion of· tho Comptroller tor th e baot and ocnaidored judptnt or 

tho Diroctoro. 
A review of tho events 'IIIlich bav<l transpired o!nco Se;>te:ober 

13, 1933 makes it difficult to understand tho att itude or the ca.p­

trollor'a otrice with respect to this Banl<, its Oiroctoro Md ito llllll-

( agonent , The tolegram and letter of Se;>tocobor 13, 193B _.. ~he tirot 

COIJIS\Ill1cat1ono ever recoi Yecl frCllll t ho orne• ot the CoJoptrollor o! the 

CUrrency oriticbing any or tbo iteiU ~tarred to therein or -Jaln<nc 
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•! >Ill ot tl>o uract.l.coa cr l0lic1es ot the Banlc, 1ho lllrectora 
811

d u.e 

( .,....nu oent. U.:..ditltcl y l.ndicnt ed their will1ntn01s to adJ~ the •ttera 

·~ lch "Jr" t ho ""bjcct of the critieiiiiiS; and attor oxt•>nde<l confereneea 

1n Drce'lbor , 1'))3 , tho !Mtl8gOO"lllt and t l\o Direetoro n(!l'oc'<i to 0 pro(!l'am 

1 1•1 dovm by tho r.e":)iroller ' s C!ficc. and conoontod to by the Intcr­

rtcll\rt~antal Committoe of tho Trensurv De,lllrtn<Jnt, ovon tho••gh IWIY items 

in t.h> >rogrllll '"'"" considered to be unjust1 This ·~'lit l\ss been 

caticulously o'>sorvod by t 'lo Director. M d the 111&1\&SOliO" t 1 and will con­

U.•uo t o '>o follcorod unt.l.l t he critich ' d ite2s ...,.ticno< 1n it have been 

cor rected. "'i thout r eference to the agrc<»mt or what hila been c c-

CCl" •lind under i t , tho Conptrcller has ag<Un criticizod t ho very cat tars 

r.dch Mlr<l the ou:>joet or tho <\grD.a:lllnt. 

Th3 :lonrd of Directors and t he manag,.nt o! the Bank haft 

bo n nnd oro now willing to coo,..rnt e with the O!fico of tho CO<, troUer 

( of tho Cur roncy to t he end th.'t all controversitll. m11ttora llulll bo settled 

t.o tho sotiafocti on or ol.l !"'r ties concernod. Aa ovidonco or t hnt will­

in nose, r ororonco io mnde t o t h> ngrc>mcnt of Doeombor l S, J9)8 nnd the 

foot th•t ito provisions hove been fully com liod with by t.h> Pank. 

( 

'Ttlo :"'cs'Wlt l ot tor oi tho Co;::;t1troller ukea no ro!trr"lncc to 

th is agr...,c. :nt, no.r h."la tho Co::r~rollor OTcr ad wised eit her the !Mrec-

"<<r o cr t~o nanocorent t 'ult t il<> .>rogrlllO thoro laid dol'll by the Cofl:>troller ' a 

crrtcc 1s no lonaor 113uaractory to it , tb>&>r tho ci""""'tonc•• it would 

a;> oar th.' t till tho Director• and """'''""""t c on do is to oontinue 

to MMg~ t ho affniro of the Bank to too boot of their ability and judgr.Jent, 

By Ordor of tho Boord or Directors 
of llank of AmeriU II. T, t. S, A, 

(~1j;ned) R. P, A. >:vorard 
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MD omn=' • W =r AI"'' AU R 
,. 01 u=w IM'?" - 'P amp tf!QQU!JIW 

b followlac IOM4ulo 0011\alu a 11o\ Ia obl'oao10Cioal o.-r 

of .arl.ou.o c.-lcaUolll llo\woeJI oftlcoro &114 tllol JoaH of DI.J'octoro of 

tbo Joml< of -rloa J ,f, 6 a • .a.., """' \llol Off1co of tllol Collp\ro1lor of tllol 

CurttDCl", with rocu4 to •Uoro wl>icb aro rofvnl!. to ill tllol loUor of 

Octo'bor 2, 19}9 fl'oa U.. oo.ptro1lor of tllol Curnaq to tllol loar4 ot 

!II.J'octoro of tllol bak, with a brlof roforoaco to tllol m'b,loot of t llol SiU" 

llq 6, 19}1 I.e\ t or fl'oa Cbau- of tho Joarl!. o f Dlnctoro .t.. p, 

Glomlilli to llar~1 a. Ilia•, .&cuac Coeptrollor of \llol 

Ourroney, roforrlac to &114 co-t lac upoa roper\ of 

oUIIla&Uoa -acol!. Auc\I.Ot 21, 19}7 &114 COIIP10toil 

4prll 20, 19}1, oa4 nporUac procrou ..a olaco tllol 

pnooat -•a-at took Qboril· 

Sopt. 13, 19}1 tol.a;rta troa llaroball a. Ilia•, .&ctlac eo.ptro1lor of 

tllo ~, to t11o1 JoaH of Dlrootoro of Joml< of ..,.rlca 

J,f, 6 a • .t.. , wra1ll; tho Dlroctoro wlth ro-sooct to t llol ~ 

clar&Uoa of a ill Ticlnil• 

Sopt. 15, 1931 J:.et\er fl'oa Cba1.-a of \llol loar4 .t.. p, Cll&aial to 

llarob&l1 a. lli&llo .&ctlac eo.ptro1l0r of tllol Curna<:l', 

with ro-s>~c\ to \ho tolo;r• of Sopt•llor 1}, 19}1 to tho 

lloUI!. of DlrQctoro oa4 otbor • ttoro. 

Sept. 11, 19}1 or \hoi'Mhout, rocal* uuor r.... J , J, Go,.., lllp>tr 

( Oocpt1'01lw of tho ~. 4atol!. lOP'-• 1} , 19}1, ..,_ 

V.ooo4 \o Cbau.a of \ho loar4 • · r. Cl~l, ~ 
to 1ottor of 1111r 6, 1!flit- \llol ~ of tho ~ 

• 

• 
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te ... Mtilll C *'"',_ et *Clue e- 'IIIIa w. 
--a:a..tatd'..,.__. 1 0 I 15, ltJU, .,_ ftl 

o enNJl• w -',.. ..._ ., .... ......,. ..ns. • 

.. ,. .... 13. 19llo 

sept. e. 1,. ""- ,_ -.ra•n ....... '-'lilt a.,a1'01ler of ... 

Ow 1 lliJ', to u.. a.-4 of Difto\on of IIIII< of -.r~oa 

J,!. 6 l • .l., ooa'-iAi,.. dek!W -to •4 OllUcl­

,..ull r .. pe.,. "' 'rllll'lou - '-" -~ 1a tile ftJIIIII'\ 

of •vuoa ~- U.pt•'ller 15, 1,.. 

Oct. U, 19)1 Lonoe hGa \llo a.-4 of DiHo\on of J;t - \o tllo 

C.,.NllOJ of \llo ~. coaklallll clo\ollM nplJ \o 

tllo -'" a4 cnUct- coa\o1M4 lll \lie \olacra -

lo\- of loplt- 1), 19)1 a4 tile 1o\\or of llop\oa'llee 

2), 19)1 \o \llo ~ qf Dtna\on. 

Oct. 19, 19)1 MbRlodpoa\ 'llr c. :a. 171>11-, .t.cu,.. Cooop\Nllor of \llo 

~. of 1000lp\ of \llo 10\tor of Oq\o'llee 11, 19}8 

fi'O• \lie Joolcl. of Dtll'oc\oro of \be 'boak. 

Jo•· 2), 19)1 Lo\- trn Pno\ola Delao, eo.pti'Ollor of \be C!lrrftq, 

to \llo a.uc1 of Dtno\GIO of \be -· OCJOOI.IIc \o o ooo-

Doc. 15, 19)1 , ~- -•-•-•·• nOGl.UJII ,_ coafo....,.. la ~ 

-. 1,. loot 111 L· •· 1~1, Pnoldnt; '· J, m-, 
Tloa Clio' - of \be Joc4: a4 J, •· ldtll, nco ,...._ 
a4 OUIIlor, of u.. _, Pno\OD Delao, Cftllbo1lol of 

u.. ~~ c. :a. 17p111., ,.,..,, eooprollerl lollc •· 

,_.., U1148e.U.C..\OI'J of u.. !II'OUIIII71 Loo 011'oW14', CllloU­

- of tllo ~ DopooU Ia_. CoiJIOn\loa; loooo J, 

,_, Clw' - of u.. Joc4 of -tnoUOD ~ Coli': 

penUoa; - _..,._.. of \be -o\no\1• n- Coli': 

pe"*loal c~ ld\11, .t.aoto\oa\ Cblof WloMlllllk 

IIIIIJil! 1 
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_,..: T. p, ro)Cv, Chlef la\1011&1 loDk -..m...r: ""' 

Jat loDAl lkmlt --• ~ll: A 00- ot t~• . - ......... _, 
ol14 "'"'"'"I""'Tlllc corraopoJ>4o»co ..,. attacboo4 ao bl>i'blt 2. 

Doe. 151 1931 t.ottor 1roa Proo14nt L. 11. 01&11111111 to tho ~roller of 

tho c..n.nQT, npnnl.llc a w1111~~CMn to proont tho pro­

cram to tho Joard of 1)1roctoro of tho Jallli: with hb .. ._. 

I'IIJnc!Atlon ot appro•al• 

Doc. U, 1938 Lotter from Comptroller of tho Currnq Prllton Dolallo to 

Proo14ollt L. 11. 01&11111n1, acll:llow1o4cillc rocalpt of tbo 

1ottor of Do,_bor 15, 1931 froe Proo14ont L. 11. 01&11111111, 

ad 11141cat111C that the procna outlillod 111 tho ocro-nt 

proY14ad a oathfactol')' oo1uUon of tbo po111to oonrod 117 

it. 

Jon. 11, 1939 totter lroa Prolldont L. 11. 01a~~~~1n1 to Comptroller of tllo 

Curroi>CT, abhiiiC that upon hh rtoo-n4&Uon tho Joarcl 

of l>ireetoro had authorised tho ....,....,.,.t to follow tho 

procr• 4avo1opod 111 tho contaroncoo. 

J'o'b, 20, 1939 Lettor trom Comptroller Prooton Dolallo to Prolldont I.. II. 

01&11111111, roforriiiC to tho eontaroncal in Doeoa'bcr, 19JS 

ad tho -rll.lllbn of Docea'bcr 15, 1931, &114 otatillc pro-

11a1DN'7 ootiatoo ao to capital flm4o, 

liar. 7, 1939 Lettor troll Prol14ollt x.. II· 01&11111111 to eo.ptrollor Prootoa 

DolAIDo, adrtlliiC that bo ~t cono14or that tbo Joard of 

lliroetoro and canap110nt of tho Jallli: wore eomlttod to pro­

cood wlth a procr- to lDOJ'OOOO tho capital otructuro of 

\118 Jonk, and po1ntliiC out t118t tho acr-nt of Doe .. bor 

15, 19}8 no nnt a procrom outlillod 'b7 tho I&DI<, 'but on 

propand 117 tho !reaOUI'1 Dopart110nt and aocopto4 111 an oa.-

4aaYOr to oooporato nth tll8 !reaOUI'1 DopartMl>t• 

~. 14, 19}9 Lotter troa C<M~Ptro1ler of the curronc::1 to the Joar4 of 

1)1rectoro of the I&DI<, ca11illc attetlon to -
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_u.,.. coatallolld IJa \ be rnon of e- •• MuOD c-le\od 

hl>...aq zs, 1939, ud erpnool:r ntom., t o tbll­

.... - .,.._n\ of DlcoUIIr 15, 19JS, ud ,.._.u., a 

I'IDOrt of propll ~ i n OODDOCU Cn • hh tbo H- COD­

t&ined in tbat acn-nt . 

J.or. 15, 1939 lAtter f~ C<Dptrollor Prooton Dolano to Prnidlnt t. 11 . 

Giunlni, roforrinc to action to bo t &lcon bT tbo Joard of 

Dif'IIOtOfl, &Dd CODta1D1tlf" & f or. Of DOUce to etockbol(\en 

In connection • Hh tbll propond l noraaH I n tbo co pi tal of 

tbo bank, and dlroctlnc tbll ~ not t o talco &D7 action to 

I.Jac ...... the 'benk011 caplt.al until it bed tbo CODH nt of \be 

CoiiDtroller • 

.lor. 16 , 1939 lAtte r from Pnlldlnt t. 11. Gtannlni t o Controller Pnotoo 

Delano, ·-~tine uoon hh int erYhW with tho Comptroller 

in faohln«ton, and a4noloc tbot on J.:pr11 3, 1939 In •­

pllance with tbo me110randum acnomont of Docoml>or 15, 1938 

an • P"PliCitlon bod boon filed n th tho 1\oconot ructlon 

Jinance CorporaU~n for a loan tc enable e tocl<ho1dlro to 

oul>ocrll>o to $25,000,000 of proforrod otoclt to bo luuod 

wblln tbo Comptroller obmlld n~ot It, and ota\inc \bat 

nen \bwcl> It wao coooldlnd Qnfalr to noulro \hot tho 

'benk' o capital ohould ho IDc,.....d, tbo - woo ..... 47 to 

proceed with tho capital iDCI'MM upon tbll IICI'Hd plan 

ohould tbll Comptroller want it to 4o oo. 

Juno 30, 1939 lAtter fr<D prooldlnt L· 11. GianniDI to Coapt rollor Pro o\on 

Doluo, contalnlnc dlt ailod reply to tho COODIDto - In 

t bo l ot t or of April 14, 1939 f~ tho cooipt rollor of tho 

CUrroney to tho Joar4 of Dtnctoro of tbo 'bank· 

Juno 30, 1939 lAtter fi'COI tbll Compt roller of tbo currono7 to tbll -..4 of 

Dlrocton, roauaotlnc a n plT to tbo letter of .l.l)ril 14, 1939· 

Ju17 11, 1939 lAtter f~ proold.ont L· II· GlanniDi to tho C-trollor of tbll 

UlllBlf 1 
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Ollrnac:r, "'~-au,. the loner of J- )0, 1939 Wri'­

teo lo npl 7 to \he letter of 4prt1 1~, 1939 tr<a \be 

285 

( C:O...troller ' o \be loerd of lllnoton. 

J\117 11, 1939 llooo1ut1oo of the -...t of lllncton , adopUoc the let\en 

Of hM 30 aod .l'ul.J 11, 19)9 froe Pnlldeot L. 11. GW..b1 

t o the C011ptrolle r of the Cluftooy aa the ir no1r to the 

letter of 4 prl1 14, 1939 f roe the c .... troller to tbo lloard 

of Directora. 

JUlJ 21 , 1939 or.1e~rea fr'Cill Pnaldeot L. 11. Ol&Dilb1 to Comptroller 

Pnotoo Dolaoo, a4Y1elDC that at cODtonDCe n tb the Cb1ef 

I&Uooal Baalt -aer aod -iaer llcLMD, the -.er 

bed ntua4 t o accept wtbeoUc a pprel oalt bot bod -

YaluaUooo of ~ pnlll No boNd upoo penooal op1D1oo 

JUly 22, 1939 Letter from Preo14ent t. lo., Gl&DD1Dl t o Cb1of Jatlonal 

( ll&Dk llrudaer Y. p . rol,..r, objocUnc to tho clu11f1ca-

( 

tiona of banki~ premieaa conta1no4 tn the report of •~ 

lDatiOD abOUt \0 bo f llod Upon the (rouDd tbot tho Yalu-

Uona "" not baaed upon &tblnUc appzwhal a , an4 offer-

1q to 1*1 the coat of &tl~nuc appra.t•l• or to accept a 

J ol Dt a poraioal b7 the 9otp&rlDtoD4eD\ of Baalto of the Stato 

of Cal1fomla, the h4era1 Dopoolt !Dour&DCO Corporation, 

\bo :federal B .. ano Beard, and tbo Coop\rollor of tbo ~ 

ftD01• 

July 28
1 

1939 Le\\or f rom Pno1doat L. 11. Gl&DDI.Jil to the COOIPtrollor of 

the currency, objecU ns to tbo n luatlono Mdo 1n tbo ,.... 

port of o-D&UOD b7 - nor llcLMD upon t he Cr<>Wld that 

they "" not baNd upon quaUtlod a ppre1oalo , bot upon 1D­

oa.petent ~r&llda, u d tbat tbl7 coaeUtute4 a -.D1feat17 

orronooua ud untalr elaooUl caUoD of t )>e baaltl,. p.-iooo. 

Jul7 ) l , 1939 Le\\or from Cb1of .. UoD&l Baalt - aer f. p, l'ol p r to 

-5-
IIBJIII7 1 

Regraded Unclassified



( 

( 

0 286 

!'noli!ant J:.. ll; Oiai>A1Dl, otau~ ,~ •• ·~ - • -. ua~ -~ ·-•ttotll of 

be•ld"C p!'ftliooo cOD\&1Do4 1D \be report of t'*>1DOUoo 

W ro DOt l>aoo4 upon ,_,.,...,i!a 1.11 tbe fUtt of tbt Capital 

COCI*D¥, 'lnl\ alloot\ onUtol1 upo11 appraloolo coota1Dt4 1D 

t ho bank' • flloo. 

July }1, 1939 Lotter from the CCcoptrollor of tho O>rronc7, l'notoo 

Delano, to the 'Board. of Dlroctoro cf tho built, c.-ouns 

u-poD ll'WDBro\11 aattere contained in tlw ritport of e:xaa1-.. 

\~en coap1oted July 21, 1939, 0114 .. .,.1.,. tbt l)lroctcro 

pll'OUODt to lloct1cn 30 of tho 'Badd"C .&ct of 1933 to 41.­

contl~~>e t ho W>oa.fo or uno0'0114 JlracUcoo ..,orro4 to 1D 

the letter. 

Auf· 5, 19}9 Lotter tl'on !'no14nt X.. II· 01annlnl to tbt CocJitrollor of 

the CUrn~>e7, otaUoc in 4oto11 ~be Jlrocnoo tbtt he4 boon 

D&4o up to that t1100 upon tho Uoco o..-roto4 1D the ceo:><>-

rondw:a ogroot>ODt of Decocbtr 15, 1938· 

-'Ill• 7, 1939 Lotter fron Pru14ont L· 11. G10DD1ni to Chiof JaUooal ~ 

Jmr..1nor 1. p. f o1ger, to'Pl71"1 to bio lottor cf July }1, 

1939, N>d ap.in po1Dti"C OUt thot the YalUAtiODO - b7 

tbt wauooa1 lleDk lllaclDOr .. , .. not baoo4 upoo cOtJ"POUnt 

or -rtial aJIFol ool•· 

,.,.,. 8, 19}9 LotUr froc the 'BO&r4 of l)lractcro of tbt built to tbt ~ 
trollo r of tho CUrnO.CJo roJ1171111 111 do\&11 to tho 1ottar 

of J\117 31, 1939 !roc the Com~>trollor of tbt CUrroDOJ to 

tho l)lroctort, aod in .,ddUiOD colli"S tho Cocptrollor' o 

attootioD t o tbt faot thet tho ,.,,.,,.., of Dtconll>or 15, 

1938 •• btiDf cagpUtd nth, """' roporttoc tho procn•• 

( .1.11(. 29, 1939 

tl&i!a under thot ,..nooaont. 

t.ottor ,,.... tbt coeptrollor of tbt O>rtonC7 to tbt 'BO&r4 

of Dtnctore of t ho baol<, a4Yitilll tbAt DOtllllll' coaWnt4 

! i n tbe lot tort of ~ot 5, 1939 fro= Ptottdoat L· II· 

-6-
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G'-allll -« ..,...t I, 1939 h<a tllo IMft of Dl-toro 

c!o=p« tllo 1-. ot tllo ~ro11or ot \1111 ear_, .. 

\0 \llo pi'ODI .... - ·8U7 to pl-. tllo '-* lJo OO\l.,_ 

tO I')' ooDCU U011 u Cllltll- la \1111 ec.,trollort 0 lottor ot 

.IUl7 ) 1 , 1939· 

Se~t. 12, 1939 lAUer ,...,. tllo - of Dlrootoro to the CGaptrollor ot 

the 0vi'OIIC7, roqueoUJIC a 6otallo4 ro~J froe the c-p. 

trollor to the w.rlou •Uoro oot forth lD the proYi""" 

lo\\oro fraa the - of Dl-toro u4 Prool6oDt r.. Jl, 

Olamwd to the Coolptrollor of the CllrrooCJ• 

Oct. 2, 19)9 r.euor troc tbo c...ptrol~or of the Corrooc1 to the lloar4 

of Dlroctoro of tbo -. ooUlJIC fortb 6otal1o4 •-'• 

ad crl\lcl- 11'1\b roo-t to Yarlou .. uoro coDtalloo4 

lD tbo roport of o-tloD caaploto4 .IU17 21, 1939, IIIlA 

( 
woralllf< tbo Dlroctoro por_,t to locUoa )0 of the ~ 

lDg Act ot 1933 to 41ocouUou the allopd uo..to aud ,._ 

0011114 p111C\looo oot fortb 1D tho 1ottor. 

( 
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:Doar Ill'. Cclllpt roller: 

0 

l ub1ncton, D. c. 
:Do-bor 15, 1935. 

lb1le I do not feel that ouzo 'bo.nl< .:.Ould be 
rooulred to haYe a capital otructure of 1 to 10 wheo tbio 
do eo DOt applT to 0 ther 'ban:!s, at>d wbi lo I ~.. .. t acre• to 
...,.,. ot the c.r1 Ueis:u that haYo bean ~ Ia the ·-•t of 
e:ualnaUona and lotten of the ;)opar-ot, Ia the lnterwot 
of arr!Yinc at an soleable a4Jua-nt of difforenceo an4 a 
doolre to cooperate wlt.h t.he Dcpart.smt, I bello .. the at­
tachod procr..., will be aeeoptable to fltl Board of Directon 
and I will presODt U to thoal for approval w1 th f1t1 roc...­
COind&Uon. 

In thia oon.noction 1 want to OJ;>rou m:t e.pprec1-
atlon for the courteous and conaiderate cooperation that I 
ba.Ye rece1vad from )'OU, Cbail'Q)I8.D Jonea on4 Crowley, ot tba 
llJI'C ond J'DIC rcopocttvely, and UDder Soorot41'1 Raneo of t.ho 
T'reatU..r)', aa well as other member a o: :rour J)ep6rt~:~~At wbo 
pD.l'tlclpated In the dlacusalona . 

( SICI'•d) L. II. OUIIIIJII 
Prooldent 

llal>lt of -rica 

Bonor4'ble Prooton Delano 
Comptroller of the eurraoc)' 
Wubincton, D. c. 

-1-
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De ... 1~, 19311 

llo: - ot Aeorica 

Bot orenco 1a mc>de \o tho YM"ioua oo....UCAtiono 1n recent .-. 

tolvcon tho Comptroller' o Of! leo Gild tho - ot .....,rie 1 • • & ••• • s . .&.. 

deal inC 111 th doportmontal crl t1c1om ot tho bonk' o monoc-nt, inelu41oc 

¢1vldond pol1o1oa Gild cor tain opco1!1od 11-, and v1tb portiCIIlor rotor­

onco \o tho doportmcmt'e lotter o \o tho bonk ot Soptembor 23 and llo•-­

bor 23. 

Utor IO"Yoral conferenc:ee botvoo.n L. w. 01a.nn1n1 Prolldont , , 
f. !. Blauer, Vice Cbalrman, and llUaooll Slaitb, C..b1or, ot tho bank, 

Cb1of llatlonal Bank haalnor Jblcor, .Uoh tant Cb1at Jatlonal Bank 

!u=inor C1o.ranca Sa1 th, and k&l:dner Sodlacok, _. of wb1ch oontor­

oneoo 11oro o.Hondod b;y Comptroller Prooton l)o1ano, l)opUt)' Comptroller 

llphal:>, undor Socre~ of tho 'PreaiW'7 Banoo, lAo Crovlo7, Chairman of 

( tho l'Odoral l)opco1t IniW'ance Corporation, Chalrmo.n Jonoo and Sam 

lluobando of tho !U'O, t ho follol'linc would eoom \o oonot!tuto o.n accept~ 

able procram tor tho acl,luotment of tho 1 tomo rotorrod \o heroin. 

( 

1. Due \o tho w1doopread operation• of tho bonk, 1 h croat n•ber 

ot branchoo, and elooo attlli<>tlon w1 th !rAI>UOIOr1co Corporation and 1 to 

all1od lntorooh, tho bank v111 effect and roaoooabl)' aa.lnta1D a oound 

e.pltal otruc:turo hortnc " ratio \o Ito eotlro dopoolto of one to -· 

'l'ho book acrooo \o turnioh ao mch a441 Uonal C41j>1 tal ao -:I bo required 

tor tb1o ratio, ao dotorm1nod by tbo Comptroller of tho Cutrone)' after 

tho rooul t of tho examination no" 1o pror;rou, 1neludlnc a rn1ow of tho 

ltor.~o clnu1!1od aa olon. 'lbe 1ncrenoed C~~P1tal will bo paid ln\o tho 

bank ao early 
111 

practicable nttcr tho amount oha11 ho•o boon dotorm1nod, 

but 1n no ovont lator t hon Juno 30, 1939• llo d1Yidondo will bo doolo.rod 

thoreottor unlou tbe thon oound C~~P1tal otructuro boar• a r<>t!O to tho 

enUre dopoo1to of ouhotant1a117 one to 101>• 

JX]!IIIf 2 
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}· S\ocko and 'boDdo l1ot o4 oo 1ooerto lis \o "" , .,.., la.cluah e, \o 

POCO 6 of the .&dm1D1otraUoo Dopar'-"t •-rt n•~ t~-_,..... ' ... ~ uc.p\lon of 

thAI Earl 7>'Uit Oollll)all¥ boodo 1o the par 't'alUOI ...,,..., of *505,000.00, 

will bo alljuoted to tbo oaUafaetloo of tho Cooptrollor b7 Juno }O, 19}9. 

4. 2'tw rOIIID.lD1n& b.Uaneo of opproxi~~~atoly $1,500,000 of unreal hod 

bond wrlto-up will 'bo ol1m1nated by JUM 30, 1939. 

5. 'l'bo 16 loano Cl>do on 1217 aharoo of the 'ba:>lt' 0 0.., o\ock will 

bo ~dlntoly eolloetod or eorrcctod \o the oatlofactloo of \be ~­

trollor. 

6. Tho J... 0. Stowo.rt Uoo Hated at opproxl•tely $11,000,000, of 

which $4,500,000 1o elaoo1t1od aa dow, will 'bo lMdo oatltfactel')' \o thc 

Comptroller. 

1. 'l'bo bBDk will not acquire the anoto or aooumo tho l1ab1llt1oo 

of aoy other bD.lll< for the P"'1>0•• of mor&<>r or conaolidatloo w1 theut tbO 

prior wrl tten IIPProvol of the Oaq>trollor of the Curronq. 

S. J/1¥ d1dd011do doelArOd will at the ti . .., of the daelaratlon be 

dacluctod fro• the undl't'idod profit aceow>t and carried ao a r .. OT't'O for 

dl't'idendl . 

9. Tho otatuw which prohibita a national bD.lll< fro• londlnc upon 

ito o<~n otock will 'bo atricUY enforced, and tbo •- princlplo will bo 

OI'Pl1od to loAI\o on Tranoamoricll otock . 'l'bo baNe 1111¥ oxtond toaporozy 

4CCOI"JIX)da.\ion• to atockboldor·s o! Tront(LlD)riCA CorporaUon to amoll QtliOUDta 

( for their buoinooo P"'1>0•••, accoptlD& Tr4llo....,r1CG otock ao oupportlnc 

oocur1t:r, vhon thoy can domootrnto tboir .,bil1t1 

rel:rlnc upon thc oolo of U.O otock to PaY u. 

-}-
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10. Jl>:t lo&Da to "'-rica Oorporattoa - 1\o alll .. la\1-ta 

rill b&ft \be prior -ro•al of U.. Joar4 of Dlro-- f ·-ro o u.o ..._ -
1uch CJPro•al will M roooi'IIH l.a Uoo alJn&\oo of ·~- ~-~ - -~••tt-.. 

n. Loana \o !l'r-rlca Oorpora\ioo - ih alllo4 btoroota 

will bo broucM within tlle local ll.ai t allowod. to ono bhrut u 10011 

•• pouiblo , and not later t~ J\ll:r 15, 1942, ozcopt u 111 fortll 111 lteoo 

(15) bllow. 

12. 'l'bo bank will DOt wr1 to up on 1 h boolto tllo •aluo of an:r of 1 ta 

... ott, and DO profit will be tM:.o "b:r the b&lllc on an:r aaaota told to a 

related coq>&AJ, unloao ouch a&lo 11 a .... a fldo aalo and wl\llout rocourao 

oo tllo b&ll)c, lt aAJ oucll oalo 1o IIOde other ~ fo r cull, tb& ooto or 

nolot tolten lo pOJIItDt o r part _.,t tllerofor will M proporl:r ooeurod. 

lJ. '!llo bank rill o11millato •otller real ottoto• and tile real estate 

contrach of 0ap1tal Coq>&AJ and California Lando, !no., ouch elimination 

to be dlllcen\l:r puroued, and coq>1otod by Dooomber 15, 194}. 

14. The bank acrooo thet an:r orltlolaod ltema not co .. rod llorolo 

will lla•o prcaa>t and effeotln attootloo, and thet 1t rill oooporato rltll 

t b& Coq>trollor of t11e CUrrooc:r in an effort to brine all uttoro pertalJ>-

15. It ll mdorotood thet propoaalo by tllo b&lllc wltll rotp<Oct \o 

real utah purcheoo4 from !l'ran...,.rtca Corporation b;r V.r~h lattooal 

l!oalty Corporation oo or about J\ll:r 14, 19}71 witll rupoct \o the cllarpd 

ort au oto ropurchaood b:r tlle baolt fro• auboldlarloa of !l'rono-rlca Oor­

porntlon on or about JUly 14, 19}7: witll roopoot to atoolt of latlooal 

City l!onJt of lin Tot!< ac'lulrod. by tbe bank on or about J\117 14, 1937, 

• lllch 1 t•• obo\114 lo u. oplDlon of tllo ca.., troll or of tlle eurrenc:r, 

( bo "-•tel froa U.: bank'• aouto for cull: rltll roopoct to 4oproclat1on 

•• b&lllc b\lll41nc, and wi Ill roopoct to oorYlco cher&!l• on donant acccUDto, 

IDDI! 2 
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are m o ••~• to tM O..boller ot tilt OW: •- hnW ...,u.-
Uona rill 'be oo1141aote6 u to ..., .,..., ~- ot tilt '•oU. 

( GOI 1D pl'OOOOO aD4 IJa -·ootloa Wl\la 1-I.Jac tilt OI!Pl\el otoe. 

16. 0,... \M ........... , ' ... ,....._ nU~ -.u, ~ 
proncl '117 Uo JoaN ot lllnotora, lt wlll 'be rw.. to 4Mlaro 0 -­

....,uol 41•1-4 In llu'oll, 19}9, lt Uo 41rootoro oloot to 4o eo, pi'OYltell 

ottpo II&••- t..,. 1Q' \M "'-to iJio- lh OI!Pl\el oto*: 01 oot 
tortb IJa U• (1) beroi.Ja, 

17. !bo fora.,lllc oonaUtutoo tile prlooipol 1- cr1Uo1oo4 1Ja 

ottloo lottoro of s.p-'Mr 2} Oll4 lo• .. l>er 23, 1938, !IZI4 wbon tile ,.._t . 
oxiUII1n&tlOD DOW l D pi'Oj!HOO lo ..... 1otd, tbe baDJ< will .. 4o ... or to od,luo\ 

OAT other m&Uoro of cr1 Uol• DOt I.Jaclwcl looroln to tile ooUofooUOD of 

the eo..>tzoller of tho CVron,.. 
It lo '111>4orotoocl tllat fol11U'O OD tile port of tile bod< to ooUo­

ft.etorll;r C&1'1'7' out aA:r of tbo for•10lllc propooolo, mlooo opooltlcoll;r 

•alncl by tho Collltrollor of tbo Curi'OIIo;r, 1D munc, will """ .. & 

oooploto roleuo OD tbo port of tbo Oollptrollor of - Oolrrel>q troa OAT 

oonoODt, t..,Uecl or otllarl'loo, to tbo foro.,lDC procroa. 

IDDlf 2 
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JoOII a, J­
CilaiJ-a or tbe :a.N 

I bee to eaclooo lleNwith lethr r ... llr. L. 11. 
011D1111l1, .....,14oat of tbe IIDlt or .-.r1no, to Boaoralllo 
Prooton Delao, Oaptrollor or \be Ovr_,., with ... att.oW 

.,_....,_ 40ftrille tbe -.rot&D4111C r che4 with llr. Olaalal 

roopecti.Dc or1Ucbo4 u- - tbe future poltq or the louk. 

fM -..- b - IIC"Hil. "<lp>D ~ 70'<1 lll4 &0 OYir 

tho tolephono, Leo Crowler hu eloo ocroo4 to 1t 1D tbe , _ 

_,.or, • • oll • llr. J)olao. It 1o IV 1111dontaad!.De tbet 
Uoun. Opboa, Jolgor, .faith u4 othoro or tho ~rollor'o 

ort1co, cODC'II.rTIId with 70'<1• 

ID 1011 effort to ••uro llr. 01&DD11l1 tbet aoitber tho 

Collptrollor DOr llr. J'olgor woro untalr to hio boulk bv.t wore 
olllr tr,.illg t o 41ocharCO tbe cla.Uoo or their ortico "-""iellr, 

I azpla1M4 to hill thd Mr. J'o~r he4 otate4 to 11r. Deluo -

ao that, it .... ocro-• - ro.chol!. coftrlac tbe ohort ~. 
it •auld 'oo oaUofiiCtorr to hill it tho throo pr1Dcipel it- ill 

Po.rograph 1~ woro Uqu.Uato4 oubot&DHallr .. corl!.iac to tbe 
procr• DOW oot for thai aD4 on which we wero ell aore or lou 
1D OC"C Mt, Ill now or tbio, be cou14 DOt DD4oro\ID4 1fll7 
thooo throo u,.. wore oot for turtber -tiatio•• 

I aoouro4 Hr. 018DA1D1 that hAl wou14 cot fair traot­

aont on tbuo 0U14 ell othor .. uon, aD4 I • oODnDCo4 or Ilia 

l!.ooiro to cooporato with tho Ccaptrollor in arrinac at &D 

oaicoblo oodJIIot-t or UT urrorODCH thd - arioo. 

'lith boot wiohoo, 

B=ora'blo Joho '1, llalloo 
11D4or-tocret&l"7 of tho !''r• --WUZ71'7 
'luhi.Dcton, l), c. 

(81&1'04) Joooo a. Jo­

Obai.-D 
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IC~ 0P liU1. ~P::'If! !K'LD !T ~ at .IP.Il 

( 
li.I"Io~£1. , .,, AIID U YDO'I .,100LII'lCY " cur~ 
CXIIPAIT .Ill) C.u.D'OII!IU I.8llt 111:. .Ill) Ulls• 

SUIISHID liT !1!01111 COIIP.\IIml OD m.wa. 

S.W:S liT lWR TO 
'fW\ Q.U'IT.AL COIIP.AIIT Q4L!!9J!!U WI! 1110 I ~ 

1932 • 7 ,01;7 ,916.00 • 1114,8}2.00 $7,202,7118.00 

1933 5,21J,SIIo.oo 6,;65,615.00 11, 779.45'; .00 

1934 11,026,20').00 3,1J4,oo;3.00 14,16o,258.00 

193~ 12,495,943.00 2,t;li8,972.00 15,o44,920.00 

1936 S,1}S,4o7.00 2,157 ,9:J4.oo 10,296, }41.00 

1937 5· 147 .955·00 1,259,SW..oo 6,4o7,829·00 

1938 1,251,1112.00 766,511.00 210l81Jgj.OO 

TO'fALS .50.332, 11}.00 $16,577' 761.00 $66,909,8]4.00 

( U)SSl.S 51.1l'r..:lt!lD :BY CAPI'I'AL COI!P.\IIY AliD 
C.u.tl!'ORIIU. :t..IIID! IllC , Oil R!SAlliS OP 

I'I!OPER'!'! ..1Cct1]II!!!D J'llOII ll.l.liX. 

'll\.\.' CAPITAL COIIP.oiiiT C~!QR!IIA LAliiB IIQ. TO'fAL 

1932 • 119,66;.00 • 215,2}5.00 • 3J9o903o00 

1933 }6,1!38.00 IJ5,J19·00 122,217.00 

19J4 319,6o3.00 11!0,935·00 ;oo,;JS.OO 

1935 543, 755·00 535.627.00 1,}74,412.00 

1936 1, too;, 12';.00 628, 749·00 1, 7J3,S74.oo 

1937 796,861.00 1,}08,971.00 2, 1oo;,SJ2.00 

1938 1,129,818.00 152,931.00 1,282, 749.00 

1939 (lo moo) 1,186,!!12.00 l\2e8llj. OQ 1,519.707 .00 

'lOT AlB t 5o538,;87•00 t},44o,645·00 ts.979,2J2.00 

( :aBilliT 3 
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pmt4 

· ~ OJ .llllllc.l 
latioul ,,...., u4 la'liDP .Moooiatton 

lall J'IC>CiiCO B~IN 

JlliiUll G. Saitb 
n co p,-.1dent u4 caoblor lall ,.._.,1ooo, Qallforn1o 

Jul:J 15, 19}1 

( 
llr . 'f. L • .Andr­
.Mototant ,....,uror 
Intor-.llltriea corporation 
San Jronclloo 

Doar llr. .Andr-• 
'l'blo will ..,Dowlodcl tbl roooipt of 56,6o0 

obarOI of Jatioul Cit7 ]IIZI)c otoclc f- Intor­
Oot>tit>Ot>tal Corporation. Wo ba•o aeaoptod thio 
otoelc in ootu-nt of tho bQlallCO of 121 716,soo 
"""' .,. Ut>Aor tho eot>troet of Intot-.IIIOrica Corpora-

tion; 
It> aceo~• wl th ov arrei>Coaont, I • 

oncloo1nc the optlOII b1 wbieh ,.--rica eorpora­
tioD - ~o 56,6o0 oharll of Jatloul 01\7 
~ otoc!c fr<Ol ... at tliS par obarl• 

th>!or the torao of thio option 181~ 
oherll of the Jational 01\7 Jallk otoek aro to 'Ill 
hold 1>7 ,. 11 oocurit7 tor f aithfUl portoraanc•

1 

!blo will acJa>o•l•cii;O )'OW' litter of ~ 14 o4..to­
ill6 that inat.,.,ttono ba•• boon &1""" to ba•• thOol 
obarll 4oll•orod to ua in Jow York Olt7• 

touro •orJ trol7, 

(a ~.pod) a. o. lai\h 
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OPTIOV !0 PlliiCIUI! S!QQI 

Jor and i n eonoideration of e!.&hteon tbo,.and f<lllr llwldrod 

(16,400) oharee of t ho capital 1 tock of llational City lloDk of Jlow Torl<, 

4opooitod 'by TRAIIIU UJiRlCA CQ!IPOI!JiflOll with tho IWII Of J.IBRICA I A!riO!IAL 

TliJST .1!11) SJ.Vlll08 ASSOCWIOV for tho puzpoooo and undor tho eonditiooa 

b0ro1natttr aot forth, tho roceipt "horoof 1o bOrt'bT acltno• lodf;od, tho 

!~.'IX 01 .llmllClA liATIOl'AL T!IJI'r .IJID SAVDI08 .ISSQCij!IOll horo'by , r anto to 

tlWlS.IIIZ!llCA ooRPO!IA!IOII an option to p!U'ChuO til\y-elx t"-and I U 

lrondrod ( 56,600) oharoa of tho capital otoel< of tho Jlational City lloDk 

of lfow York, a t and for tho p!U'Chalo prico of J'or\y-oicht Doll&n 

( $45.09) por oharo, oaid option howo•or, to 'be oureiood unAor tho 

( follow1116 to.,. and conditione: 
If TIWII.IUI RIOA QOla'ORM'IOll oh&ll oloct to ourctoo ol\id op-

tion it ohall do oo 'by tho pnrchalo of net 1001 than olovon t bo'WI&nd, 

throo hundred t wont)' ( 11,320) ahar•• of o.Ud otocl< at tho prico heroin 

!Uod, por 7ear, all t o tho ond tbat tho entlro rn.J:lber of ehArH •ub-

joct t o thio option a.:t 'be pnrchaood 1>1 fBjliS.III!RIOA QORPOWIOII within 

a poriod of tho ( 5) JOIU'I (each )'Oaf to 'bo a period of t woln onccoo­

• ho cnlondar montho) froc the date herOOf • 

In tho onnt that in &n1 ono JO&r oaid t!WIS.IIIJI!UCA QORPOR.I.-

TIOH oholl porchuo, thrOUGh exorc1oe of tb11 option, a uom'bOr of 

ohoroo in oxcooo of eleven thouoand, throo lrun4rod t wonty ( 11, 320) 

abaroo, ouch oxoooa n:...'bor of eberOO oball 'bO conoi derod u bavinl 

boon pUrc'hMod 1>1 or!l.llll.llln!CA QORPORA!IOI in tho year ou'booquont t o 

( t ho JOI\f in which tho ~· - actuallr.-40• 
In tbo o•<mt that oa14 ~.III!RICA QO!IPOIU'tlOll oh&ll not cl'o.r-

1 
·~· tl n _...,huo ounn t)IOOOand, 

·~ an:t ono 7e.ar' 'b1 o.xerci• o of ~• op o r--

t hroo hun4re4 tw<mtr (11,320) oh&fCO of oa14 otoel< a t t ho prico heroin 
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n •• ~. ln tho C!W>Or horoln pro"<tclod, the~ """ 1ft ~·- · 
.... o.eot tho !.1J1t OJ' 

.u::Z!IlC.\ II.:'IOIUI. '1'11111'1' .oWD s.avmos AS'OCUfiOJ 11a1 10u at tho carkct 

( prtco oln1n thouoa.nd, throa lmndroct t weot;r ( 11,)20) lharoe of laid 

atoeT ot the lf3tlona.l Clt:r Plmlc of !I'Ott York. or aucb ~.~~:.Allor IUOunt u , 

.ten acl<\od t o tho number of ohD.roo purehaeod b;,o TJWIS~04 OCRI'OR.iT!OII 

purul\41\t to t blo option, lllld tho ton:w ond oondttloll!l of tho prooodl"~; 

pAtll(lrAph, • ill oqual. olavon thouaand, throe hundred twenty ( 11,320) 

sheroa . 

( 

( 

In tho event thtlt tho ::WI!!: Oi' .A!!!:RIC4 liAfiOII.U. ~!Ill;! .lllD 

SJ.VI:IGS .&SSOCIAl'!Oll o!lall aoll ~'>Y of tho 1hD.roe IUbJoc~ to tbl1 option 

"" hcrotnabovo pro'<tdod a t a prlco of leu than J'or~)'-olc)>t !lollaro 

($48.00) por 1haro, t!lez: tho lW.'l!: OJ' .wl!lllC.\ I!Al'IOH.U. •~~~~;r .o111D SJ.VIJUS 

.lSSOCUI'IO!i mq eon nffictant of oalcl otsJ>toon tbc111ann four hwldrocl 

( 18, 4oo) oharoo of llatlonal City :5cnJc of !low York 1toc:t dopolltcd by 

~R.I:lS.uJ::l!IOJ. OORPORNI'IO!l <nth tho :a.urt. 0? ..U~RIC.il NArlOIW. T!MI! .11-"ll 

SAVINGS .&SSOC!J\1'1011 na llforwatd, to onlto up tho ~lfforenoo bot~eon 

Jorty-olght !loll.are ($4B.oo) por aharo and tho t\Ctunl prtco por ahara 

at nhtch 1nld otoo!: ,. .. aold by = or .ll!ERICJ. 1/A:rlOI . .U. 'flUS~ .oWD 

SAVIIIUS ASSOCIA!r!ON • 

.Ul oaloo of aald llatlonal City llanlt of Now Torl: otocl< r.>ado 

h~roundtr whothor of tho aharoa dopoaitod aa a~lt7, or the ~~~oa 

on~J cct to th.lo option, cey bo codo 1>;- tho !W7l 07 41!!:.~04 II.UIO!W. 

~a!JS~ .UII) uvn-os .&SSOCIJ.TIOB a t oithor prt YotO or )Nbllc oalo or upo~ 

4 brokor'e board,. w-ith cr r.ithout notice, and without &n:' &dvort beaont 

of oalo of any kind or chllrector, ond at any ouch oalo tho IWTX or 

.A:~it!O! IIArlOI!.U. TfliJST JI!D SJ.VI:IOS ABSOOIA!riOil me..v bo tho purchaeor. 

lhonovor oold :;w;x 0:!' .llt":!IIOA l!Al'IOII.A.I. TUT .I.!ID SAVINGS 

.I.SSOCI~IO!i hae roalhed from the procoodo of tho ealo of otoci:, cHber 

Pt\rs'UA.,t to thh option or parauant. to aaloa horo1:1 prortdo!, or by bot h 

ef IC.!t CGNW, tho 1\m of tw cillion, IOVCD b\mdrot dxtCC.;t ti:out.tm4, 

•ic!:\ lnwlrod doll&ra ( t 2, 716,soo.oo), th.., tho obl~J>tlor.o of oald 
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fi,I,IS.IIIEIU~ COIJ'Oll.t.!'IC:W =der thh opt ton oball •- 01>4 h,.izlato, 

eel .. 14 1UIX or .AIIIBI~ l!A!Icm.u. !iiJS't J.llll un.:~s ASSOCI.UIOI obA11 

tronofor .,.4 clolher to oa14 TJUilWIIIUc..t. COKPOWIOI a101 bal.anco ,.._ 

,...lniCC of tho otchhon tbouoand, four lnmdrocl (18,1&oo) obaroo of Watlono1 

City llo.Dlt otocll: clopoolted b7 TlUISAIIIRIC.t CORI'OWIOI u heroin pro'<lclocl. 

In tho event that tba lWiX OF .IIII!IICA IIATIOIIAL TRUST .Ailll SAVIIIGS ASSOCIA.­

TIOII bao 101c1, puroWU>t to tho termo or thlo option, or pw-ouant to ao1oo 

heroin pro'<lclocl, all of tho ohoroo of 1tocll: oubJoct to thlo option, Mel 

all of tba e~hteon tb<uoancl four bunclrocl (18,1&oo) ohoru of tho llatlonal 

Clt7 llo.Dlt of Wow York otocll: dopooltod b7 'I'IWISAIIIIUc..t. COlll'Oll.l'UOII n th 

tho :s.lliX Or .1111!11~ WMIO!W. !!!OS? .Ailll SAVlllllS ASSOCWIOII u heroin pro-

•!dod, Md hu fallecl to re&lbo froo tho ao1u of 1&14 otocll: tho ICOUllt 

of two million, oovon bl.mdrod ol.xtoon tbouo.,.cl, olcht bundrocl dollaro 

($2, 716,800.00), tho aa14 TIWISAIIERI~ CORPOJ1.1.1'1011 oholl In no who bo 

llablo for Oll1 cle!lc!OnCT botweon 1a1cl """' of two million , •••on h\IZldrod 

•Ween thcuonnd, olght hundred dollaro ($2, 716,800.00) oncl aey ....,\IZlt 

roalllocl by tho lWiX Oi .lllliU~ JLITIO!Io'\L TBUST .Ailll SAVINGS ASSOCI~IOII 

trora tho aalo a of a&id etoc:k. 

Ill WITUSS 'WEZl!ll07, lWiX OJ ..llllll'~ II~IOIAL TBUST .Ailll SJ.VllliS 

ASSOCWIOI hao, thio 14th day of Jul:r .t.D. 1937, e&\I.IOd thh lnot.-,_nt 

to bo "'ocutocl .,.cl ttl corporate .,.,. 1111d unl to Ill attlxod b7 Ito offl. 

eon thoroUDto 1r7 reaolut1on of 1ta »oa.rd ot ])ll"Cctora 4ul7 autborbe4. 

UH 01 .AIIIBIC.l JATIOIIAL 1'1ltlST J.llll 
SAVIIIGS ASSOCI.UIOJ 

!y (o1Qlo4l B. o. Smith 
Vice Prootclont .,.4 Oaohlor 

anc1 l t &cnoAl tpuit hrrari 
Vlco Proolclont 
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( Gll,li A Jti 

'I'RIS 40RJ!MI!I'I!, ma4o <>Dd cntcrod lnto thh 14th do;( ot ~. 

19}7, bf and botwoon 'riWISAIIDlCA COIIPO!W!IOI, " ])ol.C>ofaro Corporo.Uon, 

po.rty ot tho tint part, and IWIJ 01 .IIIIRICA WIOIU.L DUST Alii) SAVIIII)S 

.ISSOCIXI!IOll, a national 'bo•lc1nc &uocii>Uon, part)' of tho aocond part. 

11 I 'I' II E S S J: '!' II; 

'IIIIJ:IIUS, tho part7 of the firot part owna all of tho outotcmd­

inc cepHal atocl< ot Calitornie> LAnda Inc., a et.Utoro.ia corporation, 

and allot tb4 cepHal atocl< of CApital CO!opan)', aloo a Calitoro.ia cor-

poration, and 

'IIIIJ:IIUS, California Landa Inc. and Capital CoiiiP&nY are the 

o.-uera ot certain uaete coneiating of certain co te•, parte of :ootee, 

( dotlcleney J~nto, Judpanto, and almllar aaaeta no• 'bald b7 tbo 

party of tile aocond part aa collect inc 'SODt tor tbo ownara t'boroot, and 

1lliDUS, California Landa Inc. and Capital Comp&n)' are doalrcua 

ot aollinc aaid aaoata, and 

'I1IDUS, tho party of tb4 aocond part la prepared to p>rchaae 

aaU e>n ota trom OC>id CAU!oro.ia Landa Inc. ud ae>id CApital Compan:v at 

qd tor tb4 purch&ae price of alx cdlllon !h'o mmdrod thouaand dollar• 

($6,500,000) pro•idad it ia cuarez>teed a&Gin&t lou in tho p>rcbMo of 

•aid aueta b7 tho party of tho f lrat port, and pro•ldo4 av.ch ""'""t7 

h propor:cy aooure4 liT collateral 1n tho ...,or e>nd under tho conditloll& 

horoinattor aot forth, and 

'tiiii:IIUS , tb4 party of tho tirat port ia rillinc to cho ouch 

tocurod C\l&l'Ant)' to tho party ot tho accond part ace>lnat lou in tho pl!'­

( choao of aai4 aeaoto prorldod tho part:v ot tho t lrat part ahall partici­

pate tor a 11m1to4 paricd of tlmD with tho part:v of tho aoco114 part, 

abaro and ahara alillo, ln all reco.crioa or collccUana of aa14 aoaata 

-1-
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IQ oxcoat of tho po>.rebaao price horoof ; 

1011, f&att30R!I, 1n couldoraUon of t ho -tual 'ltc>Mtlta horoin 

( coQt ... platod, tho partloa horeto 4o -croo .,4 co-t .. f ollow.: 

1'1\o par\J of tho flrat part horo'br CU&I'IIDtooo that tho part:r 

of tho tocond part will roalho from tho t a14 Mtott to 'bo purchatod '111 

pert:r of tho tocond part from Oaplt.U OOIII)>Illly and o.Uitomia lando me. 

tho tum of oix m1111on f1ft hun4rod thouaand dollara (.6,500,000) within 

flvo (5) 7011n f rom tho deto horoof, Glld that t ho tGid t\D will bo rw.l­

hod at tho rato of uot 1010 thlm ono o.lll1on throo hundro4 thouODd &>l-

1ara ( . 1,)00,000) por roor froo tho deto horoof, and horo'br -crooo that 

In tho ovont thot In Oll7 ono yoar tho oGid p&rt:r of the t ocoo4 part dooa 

not roalho free t ho colloctlon of tald utoh tho ' ""' of OQO mllion 

throo b>.u>4rod tbouaand 11o11aro ( .1,)00,000), tho part7 of tho flrat part 

• 111 a<\'f1111CO In cub to tho p&rtr of tho tocond port, tho dlfforonco ho­

twoon ono m1111nn throe hundrod thouaan1 dollart ( .1,)00,000) ano\ tho 

( -unt colloctod by said pnrty of t ho aoccn~ pert 'luring said year on 

onl1 oat ott . I n tho ovont thot during Oll7 yoar t ho raalhatlcna on tald 

oatolt o:r()ood cno million throe hun4rod tbouaand dollart (.1,)00,000) tho 

~t of II"Qch OZCOOI 111&7 bo crodl tod to t ho ... unt suarc>ttod boroin to 

bo roalhod on aa1d MtOtt durin& tho oubooqunnt :roan, to that tho part:r 

of tho tint part oho>l1 not 'bo 1n do!""lt undor th1t cuare:>t:r It, at tbt 

em~ of an:r ono )'Car, tho acount roalh o4 froo tho colloctloQ of ta1d 

u tota, pluo all &1\'flllleot, 1t ll1llf• ma4t 1:o' tho part:r of tho flrat part 

dur\r-4 thO )'Oart that tblt ga&rAntJ hat boOn in OUttOIICO, &YO~OI ODO 

o.lllloQ t hroo hundred tbouoan1 dollart ( .1,)00,000) por roar• 

I t 1t further agreo~ thot after tho pert:r of tho oocon•. part 

hu real1ael\ t rom aa1d aaeote, or trom aaii a(\vancta, or troo tbe pro­

coo1t of taloa of plt-l&od tocurltioo u borol.naftor proYiiod, or free 

( all Or Oll7 of thtte tallrCOt, tbo ocgrOCO.te • .., Of t iz o.lllion fiYI ban-

4rt~ tboua.,d olollart ( . 6,500,000), tho partlot boroto t hoU t horo ~17 

In all -tt •bleb 111&7 t boroaftor bo colloctod fr«l or rtalhod _., 
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aai4 , .. oto: proYlded, bowrrer, U..t if U.. part)> of l be tiro\ part bet 

cot4t tA'1 a<tran .. o to U.. part7 of tbe uoon4 part, p\lnU&Dt to tile teraa 

~oereof, or 1t tile party of tho aecon4 part bet rtl&lna4 &n7 pro ... 4t 

rrom tho oalea o f pltdced oocurl Uoo PW'OU&Dt to tile tormo beroof, tllen 

all of \he oollocUono from oaid auoh attar u,. part1 of the oocond 

part heo rocohod o1x m1llion ti'fl hundred tbouoand dollar a ( t6, '500,000) 

ao atorooaid, ohtll be paid over to the party of tho tirot part until 

oo14 party of tho firat part heo recoUped tho enUre amount of oald ad­

vancoo and of o&ld ""tainod proceeds from tho ulu of ple~d oecuri tlea, 

tocothor with int oroot thereon at the rate of four per cant (~)per an­

n,., and tbe party of tho oeeond part aholl not oharo in oaid oolloctlono 

un\11 attor the roccUplllODt of tho ...,unto atoreo&ld by tile part7 of tbe 

firot part; and pro•idod further, \hot tbe pro• hiono or thh parocraph . 

whorob7 the party of the tirct part h onU tlo4 to oharo in tbe colloo-

tton• from and realizations upon eaid ••••t•• aball not b• effeet1Ye be-

fOD4 July 111, 19117, and tbo party of tho tirot part ohtll boTe"" inter­

tot, i n or riCht to, &n7 amounto collected from or reoli•o4 UpOn aald 

anots after aa14 date; and tbe party ot the eeoond part agreea to uae 

Ho boot efforto a t oll Uoea during the term of thh ocroecont to col-

lect an4 realize Upon oaid aueto. 

In ordor to oocure the faithful perton:anco b7 tho party of 

the tiro\ part of the to;... and proY1oiono of UUo auarant7, tho party 

of the tirot part heo dopoli ted and pledc04 wHh tho part7 of the oooond 

J>art tbe follorinc oecuri Uea, to wit: 

28,}00 oharu National Citl' Bank of !low York 
71 • :Bank of Jolador County, Jad<oon, California 
31 ." Bank of Davh, Da.Yia• Ca.Utom1a 
~ Bank of A. LoTY, O:mar4, California 

}41. 2 • llank of Lal<o, Lal<Oport, California 
5,44'; • J'i rot National Bank of Portland 

·49,920 " Bank of ....,rica (State :Bank) 
10,000 • :a~rica J&ricul tural Credit Corpor<>Uon 

1,8}9 • !lorthorn Colitorni<> llonk of Savinp, llar71'fille 

Hit 
acroo4 that 1n tho enot that oaid party of tho first 

part aholl fail t ·~-· obtll beoomo 4"" tro• H to the 
to P"7 <>D7 amoUD - • 

-}-
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( 

urot port, an4 w1 tbout &11:1 do....,d o t port0......,01 ..,4 ~ 'bo • __ 
• . ... ,.. u .. -...-er1:1ee-

-t of oUo ( oa14 4eman4, nou.,. ancl &&trorUoo••t ot oalo boloc borKJ 

uprenl7 n1 .. 4), ooll ouch port ot oa14 otCNr1Uoo •• -· b - -., • neceaeary to 

PD7 all¥ OlllOUilt becoming clue t he party ot the uoolld port b;r virtue of tb.lo 

suo.ranty, including cotta of eole, a.t pubUc or pr-hate tale or on a bro­

ker ' o board, and at aa14 oalo tbo party ot tho oocond ptu't mq beco""' the 

pur chao or thereof. Suecoaa1ve ealoo ot oalcl oollatoral "'07 bo mode "' 

auccotslve o.mountl beco• due under lind b7 virtue of tbh cuaro.nty. 

lbon tbo oald part y ot the oocon4 part lholl havo reco1vod the 

'""of olx m1ll1on five hundro4 tbouoend dollaro (t6,500,0t0), either 

trom colloctiona on aaid uaeta or fro= &th'&Dcoa b7 the )mrtJ of tho tint 

part, or t ·rom tho aalo of t bo aeaur1Uoa boroinlllxrfo 4eacr1'bed, or fro: 

all or 0111 ot thou oourcea, then and in tb4t event tb<l party ot tho aoe­

( olld ptu't oho.ll r oturn to the party ot tho tlrot port o\leb ot the atore­

montlonocl plodgd eocurltioa na llOY remc.ln ~moold. 

( 

In oonoidontion of the premdaoo, tbo part;r ot tho oocond part 

horeb;y ocreoe to purcho.ae tho ntor eonld naaoto from Capital CoiiiPMT ond 

California Lando Inc. tor tho oonolclor<>Uon ond under the to,... an4 con-

dJ tlont here1na'bove eet forth. 

n II'IIIISS 'IIIBD07, tbo partloo hereto b.'vo C4U004 tb.lo ! not...,. 

aent. \o be e.xecuted end their respective corporGt e aeal• to be bere.mto 

atflxo<l by their reopoctivo ofticoro thereunto 41117 autherhe4, \b.lo 14\h 

407 of Jul;y, 19}7. 

BY W. L. A!ldN wt 

ond R. P. A. Everard 

ll.llilt OJ' .oiiSRIC.I. IW'IOJW. 'll!US'l' Alii) 
s.t.TIIIOS ASSOCl.o!IO!I 

111 11. Cl. Sol \h 

an4 lily!! z,. Cl&U 
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BOARD 01' OOVI:ItNOIII8 

I'EDERAL RESERVE 8Y8TEN 

Dear HIIUT I 

In accordance with our oon~eraa\1on 1D 70ur 
otttoe oa Deooaber 12, 19)9, I to4q a44Hooe4 a 
letter to Coaptrollor DelaDo, a OOJ!T ot wbioh ia 
enoloeo4 tor your intorsatioD. 

IDoloouro 

lloDOl"lblo &.IUT JlorgnUau, Yr., 
Secretary of tho 'l'reoaUr7, 
loah1DgtoD, D. C • 

• 
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BOARD OF" GOVERNORS 
OP' THil 

FEDERAL RESERVE SYSTEM 
WUHI NDTDN 

M ooaU1u4 la ,. -•wwU• wUio 7011 t o4e7 coao ... t111 
tllo a..t or .-rt•, •· 'I'. u4 s. A. tu 11oaro1 6ooo ""' r-.1 tllet 
U u t11117 lato.-..1. 1Ua Coewacw au- attolllle4 tbo -lop 
u S.OMtarT Wo,..U-' o otr1M la \loo JlaU a ,.,... - tM 41e­
-1oa aa --• wl \II \loa q-loa ot \loa Oaapti'OUer ot tile 
OvnMY llle\lh,_ • --"lllc ...s.r -loa,., or 'u ht•• 
Aot or 19)). la ~ ·~ tile loar4, 1• Tl .. or lto r.o. 
uoa lo ... o~o • pnuoou-., 4U _, -.u- tbu lt ollolll4 _... 
u oplaloa la .._ eua. ... - tllo ...-ito ot tloo • ...._ or u 
to 'llllotbor JOfG Uo.l4- tu aotloa. 

Slaoa \ low -ben ot \be 8oazo4 loeTe -....- t bet ~ 
UaUou -l<liiC u IC%1•oot wltlo ""-'to lila adop t1011 or eor-
raoUn _...., U - - ---· t o U r.e l t llu 
ra .. 1Te4 -l•U- tt'Ca \llo \ ba boak •el.oollll 
oopl• or -lootl ou _, to nne u llu lid 
oop1N or rapoJ"to or ... 111auoa rao•tl7, at ito 
requeot, llu I'HalTD<I ~ 'fO'U or ooae or tbo cor-
raopodonoe wltll the baalc , 1 t o ooapleto ploturo or 
\be ouuauoa ~ , ...... 

A ob ... \ UM J180
0 \ be ....,.._,, ot 

t ba lluk raq~~"'" w 4 t o <Ito- tba 
ooii41Uoa ot \be - W oroooll7 wltlo ,...ban 
or til• lloarol. At \bet tiM \lle rallft"D\aUno ata\ed \bet 
, .. , ... -uartos _..... a raq-t tut tile lloarol, -... tta 
ota"'tol7 wtiiGrlty, eualo• tba -t. la tile • ._ __ '" 
8oazo4 -u a ppftala\a llelos ~\ Q to 4ato t• t bt pupu ot 
4otaalat .. -\bar lt--.. ~ la woft1Jie Got \bo ottuUoa 
or tile- 1a tile paiiU• tot-. 

Tile lloeonllle, 
'l'lle Coapti'OU• ot tile Currwo7, 
We&I.JI&\oa, D. C. 

Slaeorra)¥ yOQN, 

(Si goe4) Y. S. Eool eo 

M. 8. XoolM , 
Cbau-
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--------·· 11>1,.. 

L. ... O IANNIMI 

Honorable PreatoD De'•no, 
Cocpt.roller or tbe OurnDey, 
Tr&UUI'7 Deper-Dt, 
ftaabiDCtOD, D. c. 
Deo.r Comptrollu DelaDoa 

-

I adrl.sed the Directors tbat on tba dq thAt 7our latter 
wcs malled, Jlr • .t.. P . Gjennlni and I bad Mda en appoinwent to eaa 
:JOU on tho following IIOrDinCt D&l!lely, lfono•bar 16, 1939; tbat we bad 
prerlcualy ad.Ued :JOU or our cont.eapl.Ated rldt to ftashincton, aJld or 
our presence there, aDd ot tba re:mlt or the appz-nisal b7 tbA .t.z:eriun 
Appraieal C010peq or the pro!)Ct"ti•~ lleted b7 tba J!x.Ma1ner aa .......,....t-
1~ a lou or doubttlll claas1fiC1it.10DJ tbat tba ... t result ,... tb&t on 
r>ro! arties arbitrsrily w.lued by the Ex&-ainar ct. approxiJ;etelT 
~22,CCO,OOO, tho AS>pr<-ieal Compan.y bad aatabllobad a val.u. ot approd­
" ' t.ely O),COO,C'OO, uuc:h .. IIOre thaD the II&Dk'. book val.u.e or the 
~ro.,ei-ties , end approrll>lltely $ll,OOO, OOO ...... then the E:mo;lner•a 

vdootion. 
I told thelll thnt 1n our eontcranecs wa diseuaeed the uttar 

or your sending tb1e letter on Noveaber 15 althouc!> we bad an appoint­
m~nt Ylith you on November 16, and &lao that 1n the eonferoncee on 
~everul ocenniollll I raised tha quostion or the procedure that ;you 
~• nted w. to follow with reao.rcl to the latter, but had not succeeded in 
£&c urine a definite statement frOCl ;you. I told them tbnt l!r. A. P. G1M· 
n1n1 and I blood prerlously awted our attitude in the eatt.ar and thnt llr . 
TiotJana, Associate General CoWIIIel or tha Troaaur:Y De')l&rtA:ent, bad 
:nid, •Lea..-o the record as U i a• , and tlwt ;you bad stated tbnt •Tbia 
offic e ia t.al<1ni the position that the loa••• should be cburpcl orr. 
and t undaratu>d ;you. are hare no• to protes t c,gainat tblit action and 
aubr.i t to ua new apprcisals in tha natura ot na• erlo.ence bearin& oa 
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t he poia\. tile flelU. ~ • ~Sa tMt. M Sa ..... te ) 
eon.ts.cMr ... - _.,' I I ,• 

I alH teld tMa *' ,_ 11114 o mloaW eiUI • Sa ... 
York OD .... • IF .... W ~ - tb&t.1 'lllb1l.e 7W _.. DO\ ~~-
l ng to 41ctat.e 19' a;; til, lOll would 111111Ut tblit I ""- t.o tM 
C?&at and t.Mt. 7ft wu14 pw tllorolaP -14arat.loD to tile -so. 
""' t tara tllat W ..._ dia-•ed 111 til 7W and :roar t.eohns oal atatt 1a 
tbo coot•~ &114 \o \M ·- """-••, and Ulat. 1D 4lao - w 
.:ould boar h'oc J'GI&c 

roUo•i.Jic 111 report tu Boot.N cooa14.....S that it. -. =­
noeeaaaq to tab .,.. aaUaa eltll reeard to a t.....U repq at th1a 
tiN, bu\ 1D Yin ot tM jS'Ment 1.Ddet1Dite atat.ua ot \be •ttar 
roforrad 7fNZ 1 •caUaD to • tor th1a ackDowlAdp.nt. 

• 
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1, • 0Hli,Jr had in m1nd ua1ng l-ll'. Gasell 

as Counsel on the SRnk ot America 

case . ) 

, 
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TREASURY DEPAIIITMENT 

TO 111 ' r 1,, 1"' 
'*"" 1. I. foltoT, Jr. 

Joe o•c-·n, wbo ia ooDohacUq tM '1110 n'boo.i'tee bMrlJic 

oD 1uVUloe, baa anac..s to IIDl.d b1e lut beariaa tb1e atte ... 

be~ 2a1S Uld ,,)(). OrlpMn7, loa pl•e·.,. to lit thJvoach Uae 

110nli81 •Ul Gar7 Ge..U ba4 -olllded b1e pruntrt.I.OD. 11!1. loa 

leenled U.re ae a poH1b1Ut7 tbat 7011 r1&ht 4rop b .., tM ._..., 

tb1e atte.-, be UNqM to break ap todq'e bear1lll 1D tooo parte, 

Ot -· O...U ..._ Dotblaa ot 7011r OODteepl.&ted ..uu. 
Plaee let • a... it it woalAI be ooD'NI!.i•t tor 7ou to drop 1r 

OD the iu- llau'1lll tb1e atterDOOD eOMt.I.M betwen 2ol5 ad )a3(), 

fJJ.r/ 
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Prnel!tl 

Mr. ro1e7 
Jlr, Uetjen1 
Mr. Delano 
Jlr, Upbaa 
llr. Folger 

llr. Delano: I taw Mr. loolee laet night and 
again bi'iefb thit aorning. Be wae runn1Jig far ~ 

31.0 

Pre1ident1al reception la1t night 10 did not baYe a 
ohanoe t o giTe • the letter, but be told .. be would 
.. nd .. a OOPJ'• 

JQI,Jr: I haY! 1t here and I read u. 
Mr. Dt~o: And then he went cTer t he ground 

preU:r -.Joh t t be did with ;rou, juet1f;ring the .ug­
geetion and mentioning MoXee and aleo oarr;ring out the 
point that he would like to haTe eome information con­
terenotl between the Board and m:r offioe, and between 
the ttohnioal etafft, and he thought MoXee ebould tit 
in on thttt acre iaportant oonferenou that toa place. 
•• han been drafting an antwer hare. I told h1a, I 
ea1d a1 far as I w&l oonoerned I preferred not to go 
down and talk to their Board •••• 

IIII,Jr; •o reaton wb7 J OU 1bould. 

llr, Delano: , ,, not be put in the potition of 
being -ne!. 

lllltJr: 
other too • 

You don't baTe tol Tht ehoe 11 on ~ 

Mr. Delano: I ea1d ae tar at the teahn1oal ehftt 
or information it oonoerntd, I would like to eet if we 
could cooperate -- left it hanging prett7 11111oh in the 
air; did not want to turn h1a down; thought it would 
be bad poli07• In regard to Yolee, oertainl)' had no 
objection 1f be wanted to dee1gnate KoXte. 

We wrote a Ter:r ehort and !Wilt an!Wir to the 
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31.1 

~~ 'fhe1 wou.l4l 

!lr. Delano! 'l'bat 1e .. u wUbout an1 orit1o1ea. 

~I 'l'bat 1 e all risht• I u HJ1ng 1t, You 
want to"'"jjiii'"""in eoM apple .. uoet 

llrt rotH!. •o. I tb1nk tro• read1JI& b1e lUter 
U' • prei~1 p that ~e1 tblnk ~ 11tuat1on h dif­
ferent now ineofar aa 8eot1oa 30 h oonoene4 tbaD ~1 
did before. I tblnk we oaght to tell thea right ill 
tbie letter that we et111 haTe nn auoh 1n our aiade the 
poeeibilitJ of bringing a Seotion 38 prooeedlng and if, 
in Tiew of that, ~•1 etill went to be kept a4T1eed ae 
to denlopMnte troll u .. to tiM, we will be Ttl')' glad 
it theJ will dengnate eoaeone and to tumhh that pereoa 
with infor .. tion ae to deTelop .. nte. 

Jill Jrt Let .. tell 1ou wbat ' let' • do. 'fbea JOU 
one-twO:~ee-tour-t1Tt gentle .. n oan agree on what kind 
of a letter, I won't be aTailable until KondaJ, eo eo .. -
ti .. ~ndaJ eend .. in a letter. It baa taken the Fed­
eral ReeerTe a 7ear and a half to write 1t, baen't 1tt 

!lr. roleJI Yee. 

1!!1&1 
all rignr.-

So I tblnk 1f it take I Ul two d&JI, that' I 

11r. ro1u1 Burel 

oOo-oOo 
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!G BA!Ilt OP UlRICA Decellber Ul, 1~9. 
10100 a.a. 

PNIUUtl 

Upham I 

l! . ll.Jr: 

Uphalll : 

li . ll' .Jrl 

Upham: 

Upham: 

Foley! 

H. M. Jr: 

Folayl 

Ill'.~ 
Ill'. Poley 
Ill'. Ban•• 
Ill'• nota 

I bave here the reply to Cha1raan Bcclea' letter 
ot December H, asking that the Board or GoYei'DOra 
be bl'OUght up to date m d kept 1nto:rmed w1 th 
reapect to our relat1onah 1p to the Bank of America. 
The Camptroller baa a1gned the letter. He baa gene 
to the boap1tal to aee IIJ'a. Delano, who waa operated 
on yesterday. 

'!bat locka all ri~t to ... 

Now, what else have J OU got bea1dea tbatT 

Well , juat a a1111ple a clmowleds;ment of another 
letter that came 1n, that croaaad CUI' latter 1n 
the ... u. 
Well , I don't have to read G1ann1n1 1 a latter, do 
It 

I think not . He Juat explained that be bad bad a 
Board meeting and took up wi th them the conference• 
that he had here 1n Washington and read a good bit 
ot the transcrip t to thea and that there didn't 
aeea to be an:r particular a cti on to take. 

The Board conaldered i t unneceeaar:r to take any 
action at ~· tL&et 
That retera particularlJ to our reque at that they 
republ.leb tbelr laet atate•nt of ccnd.itiCIUI, and 
tbat will e_. up autc:aatleally again. There 1a 
~17 not uq great aignitieanee there. You agree 

with thatt 

Yea . 

We h ave got to get ouraelvea a lawyer to get bu&J 
on that eaae. 

Yea, because we will bave to gi ve a0111ebody adequate 
tt. to prepare 1t and we are going to be puahlng 
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H. M.Jrs 

Upham: 

H. I! . Jr: 

Upham: 

Bane a: 

H. II . J r: 

Hanea: 

Pol ey : 

Bane a 1 

Foley: 

Haneu 

- 2 -

the data forward because dldn 
lawyer in t iae. we 

1 
t get the 

I think we Ought to ••• , 

What do you thillk of Judge ll&rkst 

Of Cincinna t U 

Yea. 

Wba t happened to Dean l cheaont 

Be c~ ldn 't taka it. 

Is this all right with youf 

I don't know. If i t ia true, it i s all right. 
You aay that the Bank has done a little more 
than e~ivocate . Ky 1mpreea1on was , f rom those 
bankers - the last time I heard about it, my 
impression waa that they had done a good deal 
more than e~ivocate. 

We say on the principal i tems . 

If i t is t rue . 

313 

It 1a on the princi pal i teu . '!bey have made 
acme t.provements in 'llhich they are given new 
credit to the letter t hat went out to t he Bank 
a a a result of thoaa con! a rencaa when the banker a 
ware h ere and the l awyers , but on the major i tame , 
capi t al, d ividend policy, thara just hasn't been 
~ bsprovement, becauaa the7 j ust b&ven 1 t done 
anything. 

There haa been equivocation, but not definite 
atepa. No definite atepa have bean taken on 
the moat illlportant of these quaationa. On that , 
I don ' t think there 1a &OJ qu·ea tion. 'lbh 1a 
just an acknowledgment of a latter from Giannini. 

Ia ll&rriner - did you ••1 aomebod7 was coming 
over here today from the Federal Reaerve t 

No, ..mat happened n a , Karriner came over to 

I 
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Ranee a 

Pol 8J1 

!!&nee a 

H.II.Jra 

!!&nee a 

B.M.Jra 

B,IC.Jt-1 

Upbua 

c 

·•· 
- • allou •. •* • •• • Jl•• et Jut • -· ••• _,.._- ... ...,, =r· 
8aN& u.at *' nawc te" ... 111-.. -.~ 
I 8&14, .. o. I -u.a•t tab a saar .• tllat 
••'' a to~ rMeral .... ,... lloa1'4 aotlOil • 
aa4 Ul• be ft'IOM tal1a ltUer, '~biola waa a 

0 

tw.l aotSoa0 IDil now tbla h -.. - 4Nw­
Sac theu auatloa • I tbiak ,ou JOVHlt ..u 
tM n1Date I told :rou abftt it, "'llat &1Ioft 
SeoUoa !Ot• ... it lt ,.,_ wbD aa14 tbatt 

-t I aa14 wu t!at lt M-.4 ratMr t1asoJ to 
- to ba -•ltllla the -t 8lld tcuT prior 
to trlal. !!!at M...S to 1le a Uttle fllmlJ 
pi'Ooed111'to 

We110 lt la ~ la dew of tM attltllde tbe7 
took 'llbiiD ttl.,- 414 thh th1a& up Uw tlret t t... 
IIJ'. Ra•• eald be didD 1 t nDt QJ'tb1Da to do 
wS.Ul lt tleoaue it woul4 be abe.rra .. q 1t the 
oaea later •• referred to tala. 'l'bere 1B ao 
reaeoa to ah&Dp. 

'Dwll llarr1Dar wrote a letter which la w:T Jdn4 
pre-~ tbe caae pi'BttJ' well. 

We at1U haft tha letter. 

I doa1 t ltDOW if w ha'l'e aa•••red the letter or 
aot. · 

I 4oa't ~ w 414. 

!be letter .r- the Pederal bee"e 1D4ioat .. 
tbet • abud-4 IIDJ Ulo-aFt of enr &OlD& 
oftl' tbeH aad that w are ao• trJ1Da to Mttle 
Ul1a m4 thla letter h to oorreot that 1llpreu1oa, 
it that h the pPnaleat 1npre .. 1oD oftr tbere. 
We p!lt t~ Oil aotloe w etW iaUD4 t o ao ••• 
bHo 

It theJ -e back ..,.tn, I thlzlk we oen - b&Cik 
&D1 .. ,. -..t about tu letter Ill'. Bcolea wrote 
118, doe~ that atlU repre .. at the ftJ he teltt• 

In Which he P&iaed tha 41ft1oult1e a lllhereat la 
a SeotiOil liO proceedllll• 
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H. II. Jra 

Ranes 1 

n .u . J r: 

Upham: 

B.M.Jr: 

Upham: 

H. lt. J r: 

Upham: 

Foley: 

Upham: 

H. li . Jr: 

315 

-. -
I woul4 juat b1'1118 1t up. I bad torsotteo 
a bout the latter, but it •1 DOt be the appro­
priate t iM now, Bat I do think that when 
th1a thing breaka, :rou oUI!ht to concentrate 
and eee U you can get ua a0111ebcdy to )resent 
the oaee, l cheaon felt that in view ot the 
tact that he baa been conaulted previously 
by the Giann1n1a, that he el1adnated h1uelr. 

I told you he bad been asked t o serve aa their 
eotmae l . 

That , plua the po1nt he bad more casea than 
he could take car~ ot. So we are looking tor 
a lawyer wi th a searchlight. We have got the 
searchlight. 

I bear JOU (Upham) have got a 24-page letter 
or eometh1ng. 

One hundred eighteen. It 1e being mimeographed, 

Do I have to read itf 

No, but there is about a three-page conclusi on 
at the end that I th1nk 10u would be interested 
in. 

Ia thb trom llr. Giannini or from the Board ot 
Directoraf 

From the Board ot Directors, 1n reply to the 
letter ot October 2. 

It 1a 1n repl.J to the Section ;50 letter that 
was sent out on October 2. It 1a Just a rehash 
ot their aide. '!'here 1e nothing in the way ot 
being constructive or suggestions aa to mat 
theJ intend to do. 

I have only one other thing. 'l'he Comptroller 
a eked 1118 to clear a personal m&tter w1 th JOU. 
He bad intended, i f Mre. Delano was well enough, 
and still 1ntende, i f aha is well enough then , 
to leave 'l'hursdaJ night tor over Christmas. 

By all means. Sure. It she sboulc! have 
back, would JOU let me know, pleaaef 

a set-
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Upbaal 

s.u.Jr• 
UpbiJDI 

- II -

SuN. 

Ia &be ?ar,r lllt 

Sbe baa got blood po1aoning 1D he r baD4a, 

Sbe wae operated on yeaterday w1 th a general 
anee tbetl o. 
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-·-
,_ u t.ppeN' tllat , ...... 1o pi' .... ~ ....... ,. t oU .., -.1> ..... 

1M •"""-- ot tld.a •1-U• eAUOt be tol-w.. Tnfu .. 

1 h&w told t1ot. Obal,..... ot t1ot. loaN ot t bot Iaiit t llt.t t1ot. Iaiit -

. .. tonN"4 II)' De . ..... n. 1 •• witao .. 4etblto prop-ea. t.ppron4 II)' 

...s ~cpetlou. U ._ll a propwa b - tOIP'tlo...UC. 1 will be • ...,.1w 

t o t &ke eiiOil _...,... t.piDet tM - ·• -c-111: •• tlot. 1- aath....U.. 

...S "'lllir" to prott.ot tbot 1Dter..ta ot tlot. atooltllol4• ... aDd 4opoau .... 

1 prooeo41Jic IID4er l eoti• 10 1a 01110 allt.ll _,,.... aD4 tlot. po .. i'bl.Uty 

that a proo .. 41uc .....S•r th&t Beou ... rJtA7 yet be ueot.ll&l'7 b bf uo -

111th tllb 1a alll4, it yo11 aUll wi ah to be t.4'rioad oith raapoot 

to the Bt.Dit aD4 will 4aa1pato •- ........ ot yO\ll' Boar4 with wh ... I 

•1 o-..1oato, I aht.ll be ftl"1 r;lt.4 to k"P IU.a 1Dto.....S t.a to Ul!l 

aotlon t&kea. 

Bon. Marriur a . BoolN, 
011&1...,., Boar4 ot GoY•.....,... 
Federal b at.l'ft l)'-
11aah1nr;tou. D.c. 

V• rr a1Doare}7 ,....,. • • 

I•/ PRIS!OI DKWIO 

c....,trollt.r ot tbot cwr-r• 
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c 
0 
p 
t 

ottlM ot tJ. cw..a 

llr U&r Jlr, o...,tn1lere 

.&.I o..tu.4 1a 111J •-•U• wUII 7"" todt.J •-....woe 
the- ot AMriu •• !, • I.A. tao. ....... 4- DOt tMl tllt.t lt lo 

tlallJlator.t. 'lila Oo;oaw -- attade4 tM -uap 1a 
Saoratar)'llor~'o ottloo la tM hll a ,..r a r;o t11a 4l onoaloa 

wu •-•l'l*l wltlil tJ. ••••U- ot tao. 0-.ptrvller ot tile curr_,. 
lnotltvtlDC a pr-ecll.ll& "'''In oMtloa 10 ot tile Baald."' !ot ot 1111. 
1ll tbooo oln~aano thoo !loa.., 1a n ... ot lto t\motiou la oiMh a 
pr-.s."', 414 aot boll- that it ahoul4 _ .. , &a opiJai.OR 1a &4· 

....,.. o1tllar opoa tM •rito ot tile ob&rpo or ao to -tiler 7<10 
ohoulcl taka tho &otl-. 

llDOO thea ....... ot tM J!lo&r4 b&W uadoratoo4 tb&t DOr;otioti­

IOOkiJIC aa aga Ja...t with r .. poot to thoo &4opt10R ot oorrootlft -·-• 
b&ft boaa 11aol.or -1· Pr• tl.e to tl.e it b&o raoo1To4 o-..tootiou 

oollt to Jour ottloo. Whl.lo it hal b&4 oopioo <It roporto ot --­
tiOil ot tao. - &aol. roo•UJ, a t i to "'lllllt, b&o rooal....S tr• .,_ 
ottln oop1oo ot o.- ot tile oorroop•~-• with the ~ it 4ooo 

ROt haft a OOIJC'lOto pletoaro ot tlla ol-tloa troa rwr ot&aol.pal..t • 

.L abort tt.. ar;o, ao JOII w.ro &4'f'ioo4, thoo -c-o»t ot thoo 

- rO(IIMOto4 &aol. W&O craato4 &a opport\lalty to 4hftll thoo ·­
di Uoa ot thoo - tr .. ito 'f'ioopoillt iatorw.ll7 wl till -or• ot 
the lo&N. .Lt \!~at tl- thoo -·• ropr--t1,... otato4 tllat thoJ 
wro oaaa14orlall ..adag a r oquMt tb&t thoo Board, .....Sor ito ot&WtoiT 

&llthority, .,-s.,. thoo bull<. Ia tJ. oh·•--•• t1i1o loard -u 
approoi&to ba1ag broupt op to 4&to tor t111o pou-poao ot .. ~ 
-thor it •1 bo holphl la wortiDC o..t thoo al-Uaa ot thoo - 1a 

tho p11blio llltereat. 

'lho Hoaoroblo, 
'lho C•ptrollor ot tho Curr-7• 
W&ohingtoa, D. c . 

(ligD04) v ...... 1M 
11. s. le•lH­
chooinaaa 
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TN& c Clll Jll@" I .. OP TN& C:UIIUNCY 

Dec-ber 22, 19.39 

1111 Jr . 

For your WorMtiOD, 

I think thia cen 'De held until 

tho Comptroller returns, unleaa llarrin«r 

~:ete impatiet . 

, 
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Boe.r<l ot Go.,.rnoro ot the 
reclaral Resono Sr•"­
"•hington 

ott1ee ot the Cbi.irJan 

December 22, 1939 

lq dear ltr. Coaptroller1 

In response to your letter rePl>rin& to rq 
letter or Dece!lber 14, ro .. o.N1no, the Bank of 
Aaeriea, II .T. & S.A., ana for reaoona inoieated in 
previous correspondence and coovera.t1ons1 the 
Board baa asked me to ""'I tba t 1 t 1fOUld like to be 
advised in regard to the current concl1t1on of the 
bank and tbe present st..t\111 of the •upervisory prob­
le118 ~hicb it presents . The BO&N nu asked thst 
you call me on the telephone in orc!er that " confer­
ence 1IJa3 be s.rru.ngea for this purpo•e. 

Sincerel,y yours, 

(Si~ed) M. S . Eccles 
Chairman 

The l!ol\oraole, 
The Coaptroller ot the CUrrency, 
loaahington, D. C. 

322 
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J\anks .luttrir• 
XATIOIU..L • .._,.. ... c:; U~Oir 

SAH l'.RA.lrOISOO~ 0 4 .Lift)-J4 

Jb", Preston, Deano, 
Co=ptroller of tho Curreoq, 
Tr~UW7 Dep&rtuot, 
l u!Wict.oa, D. C. 

x-aw 'l'oaa 

I aclm011led&e receipt of a c......Uoo.tion ~ you datecl 
neceiOber 12th, 19&9, and addreaaed to .. u Chairaan of the 80t.rd. of D1.roctoro 
of the Bank Of Alllerica, llational 'l'ruat and S&'filiCI AIGociation, San l'raneioco, 
C&lifortli&. Tho letter and a portion oL tho ODQloeuroa h<l•• ·been f<>nrardecl 
to me at the St. Re&is Hotel 1n II• York Cit;y. 

In the l etter, you apec1t1cal.l¥ request th<lt a cow of it be 
transmitted to oacb or tbe D1.rectora ot tba Bank ot uarica, llational Trwtt and 
SavJ.n&a Aeaociation, &DI1 :you atete that :you are oncloaine eutt1c1ont copiea for 
rllat purpoao. 

Dpon adrlco ot IV' c:ouuol, I ban to adnoo JOI& that I .... t 
decline to C011p4' rltb your nqu.eat, !nnetch &O Jour letter containo Mtter 
lhicb 1a erooo:cy dotuatory and llbalCNII, I ... t therefore rotuao to be.,._ 
• parV to tho publication or c:1rcWat1on ot a llb&l upon tho Corporetl.ou ot 
ll!iooo Board ot Diroctora I .. CbairMn, upou ita otticaro and upon all or -
or ito Diroctora, 1nc1u41nc "V'aelt. It it ia """ tho p<>Uc;, ot tba eo.ptrollar 
of tho Currency, llllder tho directl.oo <>t tbo Secretary ot tho !reuuz7, to ant orca 
acr• ... nt to web opiniooa ao ba, or tba Secretary, a1Cbt ban tomacl repl'li1Jll 
tlwi Bank ot Uerica, lat1oaal. 'fruat aDd S&'filiCo A.Nociatl.on, or tho o!ficaro or 
Diroctoro thoroot, ~ oponq cbar&iJIC nol&Uooa ot lao and diobon .. t;y, both 
corporato and poraoD&l, I oball ban to aak that you uao .... inatr..entellt;y 
Othor than .. tor tbia p&rpOHo 
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Jlonor&lale Prenoo Delano, 
CQIIPtroller ot tile Oarreaq, 
llaehiJICtOG1 D. o. 

117 dear Ill-. Delano• 

Thb 18 in retercce to tile ecr• mt ot Deoeaber 15, 19)8, 
'fhich wae J:!Hpared in ,-oar ottice tol.l.ow!..llc a aeriea ot cont.......,.. 
bet...., repre .... tat1 .... ot tile Bulk 8114 'IV1owl otticio.le ot tbe 
otti ce ot tile eo.ptroller ot tile CU:rrellc7, tbe 'l'reesuzo7 Da~t, 

Fedcal Depoeit. Ilulurezlce Carporat.iOG 8114 tbe Recollat.ructiOil F1Jw>ce 
Corparat.icm, 'fhich ~-t. waa conttr.ed b)" 0111' -..I ot llil'ectora 
a t the ..tine ot Jazt1UJr7 10, 19:3'). 

tJbder data ot laYUber 6 , 1939, I adrtaed you ot tile progreaa 
lllade toeard tultllMnt. of t.ha .... cal coallit.Mnte . Tho ffiure• nre 
ae of October 31. 

Utbough the Boord ot Directore in ito re!>4' to Y<nr letter 
ot October 2, 1939, ·COY""" -t ot the it ... in detail, it ••­
deeiralale tor ua to report t.ha procreee .Mde to Deceaber 15, 1939, 
the firet anniTereary data . Accardincl;f, the followine talala retleota 
t be i.lopraft-t that hu bee aocoapllebed bet- April 28, 1938, the 
date of the en•1Mticl> report 'fhich wa tbe bub of the acr-t, 
and Deceaber 15, 193'). 

Guaranteed r-

Real Eetate CODtreota 

Oelitor..S.a Lande, Inc. 
Dbc<lllllte &114 unsecured Loella 

Recluat1Cil April 28, 1938 
to 

peceb!r15. 1m 

$1, 809,992.65 

10, 624,225.62 

)51,016.19 

295,000.00 
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Aec9QR\ 

Advance far alteration and 
reb&bUitation or Bult Prolllaee 

A. o. stewart line 

Pacitio CO&St Mortgage co, 

For1110r Banlc1ng Premises 
llorcbants National Realty Corporation 

Bond• and securities cl&eeified 
as unJ.&wi'ully acquired ( othar 
than National City Bank stock) 

llatione.l City Bult stock 

toano to aubsidiaries 
ot Tranaamerica Corporation 
Firat National Corporation, Portland 
Tronsaoerica Service Corporation 
Inter-Continental Corporation 

Total Liquidation 

• 

Reduction April 28, 1938 
to 

l!!s-r lS• 1939 

497,040.65 

809,2'70,02 

'775,000,00 

2, 897,268.10 

1,384,358.04 

1,085,920.00 

1,ooo,ooo.oo 
4,900,000.00 
2.450 ,000.00 

0 28,8?9,091.27 

Imnrovement .!!( Correction 91:. Roscrves 

Gormn Credits 

Bond l'lrite-up 

Properties 1n Bank Prellisee 
Account-Class1t1ed as 
other Real Estate 

Defaulted Bco>da 

Total 

4,157,285.6S 

2, 825,597.55 

389, )62 .20 

1.180.931.69 

$ 8, 553, 177.12 

AIJ to certain itellll liSted b7 the ExaJD1nor 1n e7""1nat1on 
reports subeeouent to that of April 28, 1938, the li.qUidatioo and 
illlprove...,nt r~ported 1n Jr:f letter or 11ovo11bor 6, 1939, r esulted 
1n their complete el11111nation or correction. Tho t1gures folloW• 
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Wcatorn Fu.miture Exchange Note 

Advance to Capital Co, Cor 
construction of 11qn.1n Bldg , 

Downtown Properties 

* Reserve 

326 

Recluction to 
12-15=:39 

$ 560,000.00 

1 ,1oo, ooo. oo 

.301, 025.00 * 

It will be observecl that there baa been en actwu. liqui­
dation or $30, 5.39,091,27 and en l.aproveaont b)' the eatablish:>eDt 
or reserves or other adJuatoenta or GS,B54,202. 12 resulting in a 
total betterment of $39, 393,293.)9 dur!Jl8 the period Ull<ier 
diacusai011 . Your special attention ia directecl to the l.lmrove­
mcnt aade since the report or October .31, 1939, when the ll~ 
tion r16ure stood at $26,557,425.62, aa COCipa.recl with the present 
rtaure of ~.30,661,091.27, en increase or $4,10.3,665.65 in the 
ohort intervening time, 

You were advised that TrMoamerica Corporation had set 
naide tor reduction of its co..Utments to the Bo.nk, or for 
ou~ocription to additional stock in the Bnnk, the sum or 
~830,000.00 wllieh was its portion or the dividend of September 
.30, 1939. On Dece:nbor 12, 19.39, at our roquoot, this sum wns 
msde available to Copital Co:>~ and, together with an additional 
$342;000,001 coaposcd a peyment or $11172,000,00, which """ 
appl.ie<i b)' Capital CompllllY to the J:urtber liquidation or its 
contrnct with llerebants National Realt7 Corporation . The result 
or thia peyment is Ht1ectecl in the f irat or the foregoing tables . 

Very sincerel1 yours, 

{Sienecl) R. G. Seith 

~aaeU G. Smith, 
Executive Vice President. 
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quoted below• 

"1lail traud-uain& the .a1la for tho sales ot 
stock 1n both !ranaaMr1e& aDd Bank o! !Mrica. 

TM •tter o! tbe $35,2141000, tocstbor with tbe 
knowl..SCe o! the eorreot financial condition of 
both Bank of AMr1e& (Be.nk Exuinoro reports) 

aDd TranaaMr1e& Yhose financial condl.UOil was 

atteot.d b:r the e...Ut1011 o! Bank o! AMr1ca 
1IOIIld l.Dd1eate tbet the Tr018U17 Do~t ot tbe 

U. a. nro illpl1cate4 1n ouch haud. 

•It 1IOIIld be toollob to o.asert thot tho Troi&UrT 
knew not.biD& ot the Bank ot AMrieo attair. It / 

wu and 18 tbe opin1011 tbet 01Ccanar was -.do 

eo.ptrollor to cavor up this •ttor 17111CAdoo aod 

the •«•1n1straUon wu in agreo .. nt u llc.A.cloo now 
baa a Fedoral jola ~ h1.a $251000 .00 rlsilale 

tu pi,)'U8 ....,q, and .. the n&• 8&;f God Cllll¥ 
knowa how mob 1nrls11alo. 

•It appears thot 101111 one 111111t take an intorest 
1n the •tter. 1'!la loae ot approxi&t~ Tnnt7-
tau:r Dollar• a ahore baa hit those people herd in 
a117 -s. Ol4 people wbo still bon to oat. 
fbq nnor belie't'e4 in tho Qjonn1n1o but thor wore 

0011Tilleed tbet the ~t -u4 not porld.t 16T­

th111c ao diaoloaed to exiat 1n a tatiOD&l Bolli<, aod 

tbe aocODd J.arcest Bolli< 1n the countr7. ADd treu­
Mir1M owne4 tbe Bolli< b)" stock ownership. Tho7,.... 

sate protected b)" the ~t. It hoe oot helped 

tbet no releaoee ,.... iaoued 011 the Sel> FranciaCO 

beerinp. 
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---~ ...,, 

•n 111&11' .... ot iiiMnft to a-. *' • 
"" z ..,. -- Ulll a. r. ant. • Oo. 
lap_. PI'' ~ rNJ ··~ wt1tut1ou 
tell tile people *' tile 1afh1rl lou ...... 

·~· .. · 

Regraded Unclassified



' . ( 0 

F =-
c~ot ati~ 1u1t r •·r 

twlftll rMenl ••so u lllawtn 
1 ............... 1 

... ,_ .... ,, oaw. 

c.......,u... et -. oua-1, 
71 .... , .. ~. 
'IU~d.-ct-• D. C. 

Daolr 111'1 

' t.. ..,. ...... falpr o.aloo4 .. to ....... .,Ia ,.... ........ ., ~ llti~ but ..... .... 

1aell Au•ia•- .... , ~ti- - - .,. ... to 
... ......u.. Aftlnlal c 4 ........ u.. it .. ..,1.,.. ta -• ..,n1M1o et tll!e ...._,, ...--. 

1 o.aloo4 a-. luaelllaitll tar • lllt-ti• 

.. - atft ... - tll!et - ·- letter fr• tll!e 
&pp 1•1 o s .,.. ~• pw • tll!e lilt-••­
t11irM. ~,._.u,. • .-- -t ..,. ...._ tu -
"'" • .,,..u.t , a ,.. .,.. .-1 er w1- u.t,.... 
·- .... , ....... .. ............ - tla1a 
, .. ._. ta p •- IIMir puta~ 'llld.oll ollltllwM 

tll!e ~-- Mt "" la ... ta--..•o letter to • 
-- ............ 1 •••• ., ., 'llld.elt h _1 .... 

..... 1a &1al _1 ..... .., ., • 1fttar 

-- ... :.ltll ........... ,..~ --. 1a ... 
..,_._ ._ - 1a ~ ~ pw-. lilt-•• ... 
111nt - •· r•tear• 

1•1 DIZIU D. 81-

DIZIU 11. 8IIB 

Cltlet at&~ 5I&* z '­
!'alftlt fa .. rsl .... PN Ill~ 
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lire INa Do llri&l*e 
OIIW aid..-1 .._ > '-• ... ._t .... a.ut...u. 

lieu' llr. llri&ln• 

0 

..... ... 1111. 

bpl.JUc te ,_ lellw ot Dooa•ll' 
11 ...... J.ac tM S...V..ti- cl- 1IJ • Jut: ot 
~ 1. !. a • .a.. te tM • t- -'iu t•l c­
,.... wl.tll ret- M LfP: lor 1 ot ~~~~ ,.._ 
t_, ,~ • MdeM •• n .. PrMU... .... u 
lllltll -u, Mnlet • ..._, ..._. a1 • l .._r 
ot t.nr..ill.- wi--- w .u• ·~· ........ til 
otaW 'M -u ....,. hnli'Mt h ,.... omaa at -
.. talW uta u..tac tM .. ...,. ot tutnett- rr­* ..._ w tM LfF l•lo~at-- oaU 
........ a1 Slpl.,et M .. tiiU ~ • 

......... 
a.ts.-.1 Iaiit tr 1•r. 

-
---

• 
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- of .taerioo, I!~ 
11 •-u•~ au ,..._boo, C&lltorai& 

0 

au n.ucuco 
Ruu lll1141JIC 

331 

Deo_.,. ZT • 181t 

We b&ft ...too oa i:M-tion oad opproiool ot '10/QP but pr..U.o, 

tutur•• oad ..,U_.t n .... 1 .... l_ti_, throoapout tho state 

ot Col 1toral&, ODd ore ,.,....,tl"C horwi til our report ODd -.aluo• 

tioa oowriJI& the proportioo 4oo1pto4 u 

oad ooDahtiAc of the lilT 1D41'11.4uol boldine• •• oot forth 1D 

!1M oppro1ool l110llldM ooooto olouitiod u Rool llt&to, ocaprio• 

ill& l u4, lraildi"C"• ....s tl.l014 buil41nc ..,ai_.,tJ - Fi.xturo•J 

and 1u1t Furnioh1nco olld 11'1uis--t. •-hiDe -.ault equi-nt, 

-blo turniolainco. and aHhan'ool 1114 lliaooll&lliOIII ottloo equip­

neat ot a ll tiD41 J but u oludoo ""pplloo 1114 a ll it- ot worklnc 

oopit&l . It oleo o:rolu4oo COo4 will on4 other 1Dtonpblo auoto. 
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lullt !I '-"lea, ,., • ._., .. 

!M r.,...t Mia& pne•t.t ki'W'l* •-1d• ~- Jlllria u toll-• 

1. !1111 ~ ••tlac .._ .. ..,. ot - l.nutlp11l• 
&D4 t11a Male ot 'Ml•11l-. &D4 ••"""c tart~> -
op111101l ot tile hial w.lue ot tile ,....,.rtl. .. MNla 
iacludM. 

a. .t. 4.-11 .. a_..,- " tt111C tortlo • appra11 .. re-
pro41aot101l •on -· ....... t 1111 .. prao1at1 .... ~ 
"f-1• Ol&IHI of UMta, .... OW' W.l\J&t101l tor aulo 
]L t1oe au • .,...... loo14ia&l• , 

OOU' 1Dftat1pt1• -.. .,..,rt&Da • ... uout Aucut 1. 111:111 &D4 bu 

bMa ooatl-17 -7 alMa ~t ..... It 1M1- tlla para~ 

1upaat1oe ot lfti'J propel t) ~ - or _.. repraaentati..,.. ao1aote4 

tr.. OW' p1......t &ppr&ia&l eiatt W'it!& 1'1pr4 to tbo1r uilltJ &D4 

expel'1-• 1a tlla p&l't1oul&l' o1au•• ot propartJ 1.....,1.,.4, 111lo pre­

par .. &a b .. pa4ut 1..-torJ ot tile &ppr&ia .. aaaeta, W'itb oaly ouob 

&ad•-• froa 70111' orpai0 &t1• u aa ••-11la1 to ol&l'it1u11l• ot 

-rllilp, 4&tle ot --•• .... otMr rol&ta4 •""'"· 
\ 

LaM plate .... 4-r1pt1_., t~ W'itlo U,..ta of 1eu11 .... ,.n 

Opel'ltiac l.al- ..... G:J-1• -1'1 ...... 1 .. witlo tM UDI- .... 

oooperatloe ot tile C&piial c-pa,.. 1& 1111r' - W'l* t- .... 1»­
u- ,...,....., ~ ... f• .-11 ,.,..... .t.ll &1'1111ialba&l pl&DI .... 

otMr o1&1l&l' uia ~ _.. olltlll_., n.re •w.11U1•• tr.. tM filii 

ot tM O&plial c~ or otlllr ......... we ..U tat-tl• aa 1a aU 

•••• elollk .. apialt tile u~ propartJ 4v1"C tile oc.pll&11l• ot tM 

1 ....... tol'1... .. lleft _..._. &11 iat ___ twal ..... 1a J'lh.-
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333 
BIUil< ot ..._riM, n~- •••t. 

to lt.D4 01111eroh1p t.Dd 4-rlptt..,. uoepting 1n tboee parti oulu 1 ... 

ot.....,eo wbere, trc:a laall: or olority or other roooono, we ~ .... ...,rit1o4 

&n4 rnioed the doooriptiono in aooord.....,• with loo&l publio rooor4o. 

1M oppr&iool 1DT ... toriu wore prepare d to rorloot the proportioo u 

they o:doto4 &t tho r"pootift datu ot 1nopootiODJ bowOTor, priooa ot 

•tori&lo, l abor t.Dd oqui-nt applio4 by uo 111 obtoiuing tho ooot ot 

roprod110t101l ..... or tho proportiu, in tho -r ... bereiD&ttor •ot 

torth, oro 1D aooorci&Doo with tho ourront -.rlcet ooDdl.t10111 t.Dd quot&tiOilol 

prew.Uinc ... ot tbe 4&to ot Auguot 1, au. 

For pu:rpooeo ot .. aluatio11 tho biUil< prold.ooo wore ooDOiderod broo.dl f in 

throe typoo or groupo oo tollOII'Ia 

1. B&DI< proportioo whore t ho ro&l oototo wu util1ro4 
'firtu&lly u & biUil< UDit, with little, 1t &ey, ·­
o...tloble tor & rontol to outlido tnanto. Inol u4o4 
111 thio group wore ouoh proportioo u p.ro'f14o4 0111 or 
aore rental UD.ita auoh •• etorea or aeooD4 tloor 
to-.noioo whioh wore ld.nor in oberutor t.D4 gouoroU7 
hou10d within & lingle boDti"C •-turo. 

I. B&lllc proportiM with od41t1onal &dJOim"C o-roi&llT 
1loprOYo4 or Ullilopr......t lt.Dd th&t pJ'OYidoo tor roaoOillbl e 
tuturo Up&Diion ot the b&llti"C quortoro. 

a. B&lllc t.D4 ·-roi&l bu1141ng proportiol of the omoo 
bu1ld1DC ~ thot 11, whore tho BIUil< oooupioo oll or 
pe.rt ot tM baa•nt, t1r.t tloor, uaaauiu, or other 
o.rooo, t.D4 lMaoo tho r-iDing opaoo to outaido toDIUlto 
•• ator•• or ottioel on a typioal oa..eroial baaie. 

,The bo.oil ot .... luo bu boon 1dont1o&l tor &11 t hroe tTP•• ot prop&rtiN. 

llowoftr, tbe no ture ot tho hol41Dgl bel neoooai toted o.- ftriation 1a 
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tile •tllo4e of nl•tl• o.Upted. Ia 1:- tlrot 'Jpe, 1:- nlaatl• 

11 pn41oat .. dirao\17 llpGil 1:- fair m .. ot , ... 1 ... plu tile ..... 

ot raproduetioa lMo 4opraoit.tloa ot the 111Pr-o, tlxturao -

e411d~D1:, t.ll taotora ~"& to 4eoraaao tba utilitJ, cladnl>111t)', 

aAd. nl~&e ot tile ill(>r-• •• • ...,.... .. witll,.. boiJIC refiooted 1a 

t ba " ""'" 4oprao1att.oa •• .. tt.ato4 aAd. 4a4ue-. 

Ill tiM ••- t)'pe tile •- paara.l proa....,.. hu- toll- wttll 

tile aaoptioa tat ~ portt.oa ot tba raol ootato Dot d.noted at 

prooaDt to be"'d"C purpo.,a IMo boon ftlua4 witb partioular c01101-

tt.oa to both ito •-rot.al r..tal aAd. ito bUIId.JIC potaD1:ialitiM, 

1rroapaotin ot tba ..,... or l ooo tOII(>Or&'7 atatuo ot tbo ourront iJao.-

tr .. ....,tabl a opaoa. 

Ill tile tll11'4 t)'pe, tbo real ootato hu boel1 tr•tod. u .,. 1Ao...-prod.ue1JlC , 

• -ro1al llold1J1C...,. oOD&iclaratioa ci .... not onlJ to tbo -.&1110 of tlla 

~ ... tile ooot ot reprod....tt.• looo 4oproo1att.on ot tile iiiPr""-• 
1N1: alao to ta. o-.1al potoaUaUtioo ranoo- 1a tba wt 1Ao­

..t1o1pato4 trca operation. Ia 011oll 1utanooo, ta1r r..tala ba'"' bo• 

ootl.atod tor \be bo•k,.C qll&rto" aAd. 1Aoluolo4 1a tile voo• 1-

ootl.ateo j,..t ao tor otbar roatal apaoo. llboro~ tlla total 1DO- a­

paot&uJ 11pon ouell l>aoio 1o tuuttlo1oat in ov ju4pooat to pronclo tor 

all up-•• r-.OD&blo d.oproo1ation prono1011 aAd. a h.1r return 1IPOA 

tbo roal oot«.to at tile oon ot roprod.uot1on looo clapraolatioa .• tllo m• 
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... t4 "-t!!t ~ . ..... . . 

~~u .._ uatet te na _. ·--tt"~ ...n .. -.. ~ _ _. 

1•- potatiaUtt ... 'lila 'llallk tlz1ouoee t.1111 ..-1~ are. lwce:w. 

luorp_t .. 1a oaeb 1u-o o.t tlla oHt ot roproa.tt ... looo ..,.._ 

olo.tl-. u...tq tbolr tlall t.llll ll&lau .. vtlllao.tl..,. 

'lila o.pprall .. roprod...t1 ... ooot -· wlliab b t-tl.-1 to _. 

oatlro -1-tt-. lul ... o tlla laM uAI .. prooiablo uooto 1a ..... • -

witb tbo tollooolJic ll&olo o.,.lUro.tl..,. 

1.-4 at to.ir ~- o.t tbo do.to ~ lupootl .. 
tor lto lal..,_. _. loon uo, buot ..,_ ito 
oll&rootor ut 1-tioe, o.DII witb 4• roprcl to 
t11a o........t •~teet ooM.ltl .... 

hiltlap ... flat 1>111l41"'C oqllls-at 1a 
uooriaao witb tbo -..at priooo tor •torto.loo 
labor aDII otllis-at. prew.lll"'C ao ot tbo do.to 
.l~~&~~ot 1, llltJ 1ao1114111C oaatnetoro' . , .. booct 
...,. prot1t0 ut o.rold.woto• tHe ollll(llltoc1 at 
ollt par ooat ot 41root ooutnaotl.., oootoJ o.D11 
o.lao 1aallltlac o. ,....,....lo •11-• tor 111B­
ron ooutrwti- oooto ooulotlq ot- oa4 
lao-•• lolf.l t-. ~lllotro.tlw •-nloloa. 
...,. iatoroot, wlliell -u ~ - ctur1ac a 
..-..--11 ooeotrwU- poriot. 

... l'1.xta'N 1a ............ witb - ..at pri­
tor -orialo, !Mer, ...,. ..-1..-t• ,..-lU..C 
u t4 , .. l>uio dato, 1aol•41ac oo-toro• ....,. 
MM. •• pi'Otit tor o..trwti.., u-. u4 o.rold.• 
tooto• tooo o_.aW at oielot por ooat. 

Juk Pllnl•ld.IOCO u4 ..,.S,_. la ........... witlo 
prtooo ut ,.ototl- ...,...oat •• ot tbo l>ulo uto, 
witlo rooopitl• to , .. pr~liiiC ,_.v c11o• 
owata. •• laalDIIiiiC o.a all-• tfl&' Ca11tond.a 
llaloo 'IU: at tbr .. por ooat. 
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De,....lo.tl• .... ...__. ~ * .......... "_ .... -1• lll'li'flll& 

o.t tile eoot 1•• -.....uti• 1o ......_. ap011 '" pero-..1 1MP"tl• 

of ov repruato.tl-• r•opldac .-.l.et.l •etorl-tioa ... t.11 

to.otoro of obooJ.••- Uo.t la - eplal• otf•t the relt.tln .._ 

ol.J'M1Ut)' el tloo .... pert)' t.t. .......... w1 .. -· Uooaia& ito •­

tl ..... atlUoatl• tw tloo ,..,... .. to wlliolo 1t 11 - -- or 

o.ftl.lt.llliJ 11ft wltMn opeettll •-1'-'Mi• to -•11>1• ~ 

of ••• e&pooiq or •=· 1-.q ot .......... ta.1Ut1• tw ,,..,_ .,._ 

'111-'-• L111 1a w.1 .. _._. -., ...-iliac --• o-tl­

t.o r.n .. w 1a renn•W OM1If&M7 .. natal• tr. """-P"""""lac 
apaoo 1o I'Mopia"' either -., u 1-.o la tile -.at ~ tor 

_ ............ lo.tt• or 1a the tt=l .. 1 .. ••tt•to. ••1*'4111& QGa 

1Jpea the pro.t•• .... n.w. lt 11 _. opal• thet the -'" .. -

t_.. la the lut 111- "-twtt•• la the -~ '-'7• wlllola 

lo .... o. pert of tllio roport0 ,..,..._. the lair .... ..__..11 talall 

oftloo u..W ~·lac tile ... ....,._ a.... o.o awero4&Watlle 

IIOpl If ~~ J'l,.to tile ~ ftlal of iiM 111 heldiael Mlac ~ 

-..~ ..... ... ~ 
..,. hnllolalac• .... 1.-1.,..... 
...... !fta1 
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...... ot AM!'t..a, ll!lill - ...... 

W. bt.ft DOt en.s"t lato ...,. 4o aot pau upoe tile title to -

tile l1u111t1 .. apJ.aat tile propent .. appraiMd. 

l*op .. ttully ou'llol1tte4, 

m .IIIIIIIIC.U Ul'll.t.I8.U. C<ID'Uf 

11 .. Proo1Uolt 
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• 
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.. 0 28Ul, 19)9. • 

c ..... ller ot ... aa: ... 
!I'll Q ·~· ~D. C. 

lieu lira 

!Mn an _, rt tor -,- o' .. u.on oopi.N ot 
,_ ~ .... tile '-1.-.,.. ... , . ..,.. fllr 
tM ... ot a.n.oa •u-J. bu\ ... la1llp &aeoola"-· 

I ...-.ntut tllat t.M llulr: - 11M ,ate a tft ot 
\beN t.a tM1r tuM, loR .. _.. I'Meini after tile-­
nat \iea - ~-~ tMnf_, .. Pl'l I * re,an 
wUJ. .n t8lll ..,..., ot-. ot tMee e;; rlr1•, 

IJIIA 

(~Iftit.all ...... 
IiiDD.-
~ ... , ....... ,_ 
'-lftll PII Ill 'I •• 111.-s.& 

• 

• 
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amsw" TW! •p Mnpe o wmm 

~orriCI 

"'' c.utonda """ ... hone!-, OelUond& 

"P'R 

• 1,92,,000 

awtmm •p WJII4)IIQ nV"" 

' 'R nmpp 

••• !JIVER 'D ent'W 

' 
' 

e eg:zms 

1,217,023 
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RB: BANI'C OF ADRICA 

Present: 

Foley: 

B .~ . Jr: 

Foley: 

H. r.: . J l'l 

Foley: 

Ill'. S.li' 
Ill'. Landis.; 
Ill'. Delano' 
Ml'. Foley' 
Mr. Upham• 
Mr. T1etJenaJ 
lira. Klotz 
llr. Hanes" 

Thia ia the reply to Mr. Delano's letter or the 
12th or December . Shall I l'ead it? 

Please. 

It ia not a ••r:r good copy. 

Please. 

"Dear Sir: 

"I acknowledge the receipt of the communication 
dated December 12th, 19Z9, and addressed to me aa 
Chairman of the Board of Directors of the Bank of 
America, National Trust and Savings Associat i on , 
San Francisco , California • • The letter and a 
portion of the enclosures have been forwarded to 
me at t he St. Regia Hotel 1n New York City. 

"In your letter, you apaoifieall:y request 
that a copy of it be transmitted to each of the 
Directors of the Bank of America, National Truat 
and SaYings Association, and :you state that :you 
are eneloaing sufficient copiea for that purpose. 

"Upon adYiee of my counsel, I have to 
advise you that I muat decline to comply with 
your request, 1na8111uch a a your letter contain a 
matter which ia oloaely defa.ator:y and libelous . 
I muat therefore retuae to become a party to the 
publica tion or circulation of a libel upon the 
cor poration of whoae Board of Directors I am 
Obairman, upon ita offi cers and upon all or some 
of ita Directors, including mraelf. If it ia 
now the poli cy of tha Comptroller of the Currency, 
under the direction of the secretary of the 
Treasury, to antoroa agreement to aueh opinions 
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as he, or t he Secre t a17, 1111S}lt have ron~ed 
regarding the Bank of America , National Trust 
and Savings Association, or t he of f i cers or 
Directors thereof, by openly charging violations 
of law and dishonesty, both corporate and 
personal, I ahall have to aek that you use some 
instrumentality other than me for this purpose .• 

354 

This is the proposed reply to it . It i an•t a 
reply to Mr. Giannini, but this is a letter that 
the Comptroller proposes t o s end t o the Secretary 
of the Board of Directors of the Bank of ~~eriea. 

"Pursuant to the r esoluti on or t he Board 
of Directors of the Bank of A!nerica, national 
Trust and Savings Association, dat ed Septe~ber 30, 
1938, requesting that our eocmunications to the 
Board of Directors from the Comptroller of t he 
Currency be transmitted throuS}l the Secretary 
of t he Board or Directors, I am enclosing herewith 
for t he infor2ation and considerati on or each 
member of t he Board or Dir ectors or the Bank 
of America National Trust and Savings Association, 
a copy of a letter whi ch was tranamitted on 
December 12, 1939 to Mr. A. P. Giennini as 
Chairman of the Board of Directors . That l et ter 
was a ddressed in the first instance to Mr. Giannini, 
inasmuch as he had recently conferred in Wash ington 
with me concerning the mat ters covered in t he 
letter. 

"Since my letter to Mr. Giannin i was ~r vi~al 
i nterest to each Director of the Bank , I requested 
him to transnit a copy to each of the Dir ect ors 
and I enclosed sufficient copies for that purpose. 
By letter, dated December 22, 1939, ~r . Giannini 
refused to comply with that request . Accordingly, 
it 1s necessa17 for me t o trana:nlt to each 
Director through you a s Secretary of the Board 
ot Direct ors , a copy of my letter of Dece~ber 12, 
1939, to Mr. A. p, Gi annini and of his reply or 
December 22, 1939 . I also rsques t th~t you 
trana:nit to ea ch Director a copy of t n i s letter 
to you. Sufficient copies for that purpose are 
enclosed. I f you are unable to deliver copies 
of the above letters to any Director, please 
advise me immediately of that fact by telegram 
collect, 

"In fairness to your Board and, in view of 
K Giannini's refusal to transmit copies of my 
l~tter of December 12, 1939 to the Directors , 
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I am wUUng to conaider a requ .. t, u recahed 
on or bet'ora January 5 , 11140 , that I dater 
rraorio1ng to my lafal 1'01Med1aa tor a reasonable 

IIlii order to g 't'e your Board an opportunitw 
to act. • • 

Then, 1n addition to that, would we sand a 
letter to each member or the Board ct Directora 
aa71ng, "Copiaa or oorraapondance between thia 
ot'tioe and llr • .l. P. Giannini , Chairman or the 
Board or your Bank, which 1a or vital importance 
to JOU ae a Director, are being eent toda7 to 
the Secr etary or the Board in San Francisco 
tor tranam1aaion to 70u purauant to the procedure 
requeated 1n the resolution ot 7our Board dated 
September 30, 1938.• 
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That puts each Director on notice that the 
Secretar,. baa an important co...,unication addressed 
to him. 

Why do 70u go thro118):1 the Secretary or the Boardt 

Becauae the7 adopted a reaolution, air, in 1938 
right attar the telegram waa aent out before the 
dividend meeting which gave otrenaa to the Board 
bacauae ot the way that it waa communicated. 
They claimed that it it came to their otticea 
at their regular plaoae or busineee it would be 
opened b7 their aacretariea and would be sean 
by people that ought not to eae the latter and 
the7 raquaeted in the tutura that all communication• 

· · addreaead to them aa Direetora or the Bank be 
rorwarded to them through the Secretary or the 
bank and they adopted a resolution to that 
etta ct. 

How, I auppoea t he next thing - - suppose the 
Secretary or t he Board aa7a he cooaiders thia 
thing libeloua and ao forth and ao on, than 
'll'batf 

Then we would juet sand out the order to show 
cauae . 

Than we would have to aand them direct to the 
individual Directors. 

No, I wouldn't aand it to all ot them. 

Who ia going to define a reaaonabla t1set 

•-A he alao datarm1nea whether '.!be Co!11ptroller. """ 
or not the raquaat ia adequate. 

Regraded Unclassified
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I thought we were at a etage where we were 
going to fish or cut bait. We have got 1n 
two words there , •reasonable" and "adequate•. 

There is oo "adequate•. 

"In fairness to your Board and in view of 
Mr. Giannini's refusal to transmit copies of my 
letter of December 12th to the Directors, I am 
willi ng to consider a request if received on or 
before January 3 -• that ia only •dding throe 
days - "that I defer resorting to my legal 
remedies for a reasonable ti~e in order to give 
your Board an opportunity to act.• 

In other words , if some members of the Board, 
not later tban the third of January, get 1n 
touch with J.:r, Delano and aay that there 1s a 
meeting, a regular meeting of t he Board of 
Directors on the 9th or January and it wlll be 
impos sible to formulate a program to subnit to 
the Comptroller before that time and they would 
like to have Mr. Delano defer taking any action 
until after they can get their Board together 
and consider a proposal, I think in all fairness 
we ougbt to give them that consideration. 

Well, it you are going to do i t that way, I think 
you bad better make it January 5. They can't 
possibly get this letter before tho 1st. 

If it goes out airmail special delivery , I think 
they will have it Saturday. 

It baa to be retorwarded by the Secretary. 

That ia rigbt , yea. 

If you are going to follow this procedure , I 
certainly would give them until the 5th, which 
is Friday. If you want to give them a chance. 
\bat do you think? 

That letter hasn't been aeut yet? 

No , it hasn 1 t. 
They won't get this th ing much before the 1st 
if ou are going to do it that way. Tbey would 
etyit on the lat surely, and t hen they would 

~ave from ~onday until Friday. I would give 
them until the 5th. 
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I didn't know that lett ha 
I t hought that letter~~ bedn't,~!en aent ret, en a.....,adJ aent. 

When we aak our conaultanta to come 1n we do it 
before we act - u.auallJ. • 

I think it 1a quite l'ight t o make it the 5th 
or aome date like that. Today ia the estb. 

They won't get it before the 2nd and I figured 
tihat t it &nJ Direotor waa reau1 concerned about 

atter he got bold ot the letter be could 
wil'e Mr. Delano and aak llr. Delano' to hold up 
&Dd theJ don't need more than a day or two to'do 
that. 

U you were going to use t hla procedure, I would 
• give them until the Stb. 

All r1gbt . 

There ia a resolution ot that tJPe on recordT 

Yea. 

Do we have a copy? 

Yea. 

I raised that same point you did, Mr. secretary, 
1n regard to sending these direct, 1natead ot 
aend1ng them to the Secretary, but tboao 
gentlemen convinced me that it would be better 
to follow, tor the record, the particular 
procedure requested bJ the Board 1n ita formal 
resolution, particul&l'lJ aa tbia ia a very aar1oua 
matter &Dd JOU want it t o be confidential. 

You wouldn't want to do thia, almply aar it tor 
aome reason or other the Secretary ot the bank 
did not turniah them with a copJ ot tbia letter, 
one ia available through llr. Smith, the examiner, 
at auch and auch an address 1n San Francisco, 
where they can get a copy it they want? 

sure. 

Good idea. 

Whoever the examiner ie baa copiaa and it tor anr 
reaaon the Secretary ot the Board wouldn't turnish 
t hem w1 th a copy or t hey couldn't get one, llr . so 
and so the representative ot the Comptroller at · 
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aueb and such an address baa copies and will be 
glad to furnish them one on application. 

Yea, that is a good idea. 

I waa thinklnf also 1n that letter to the Director, 
Why not say, Inasmuch as we wera requested by t he 
resoluti on or your bank or such and such a date 
to direct all communications to the Directors 
through t he Secretary, we have this dal' dated a 
communication to you to the Secretary . You see , 
it would refer to the resolution. 

Yes. I thought , you see, by saying •pursuant 
to the resolution requesting that all communications -• 

In the other letter. 

Yea, I think that 1a a good idea. 

Where does this leave the Comptroller of the 
Currency and the Secretary of the Treasury? 

It leaves you 1n a position where, as of a week 
trom next Monday, you are called upon really to 
determine whether you are going to do something 
or not. 

And aa tar aa tba record ia concerned, it i s 
better that it baa been before. 

Oh yea. The record now ia i~ good shape . 

Wall, does anybody object to t his? Anybody want 
to maka any suggestions? 

Well , vr. Oomptroller, could you fix it up with 
Jlr. Foley? 

Yea. 
If these sugges tions are agreeable t o you, and 
let it go tonigbt. 

Right . 
Don•t you think you have something at your office? 

ellent idea because I am 
~o~~~e!~:1!•s~r=~~ry isn't golng to distribute 
t hese. 
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It I aa a director or the bank 
ebould ~ oopiea at both Loa An:.~.!~ 
San Prancieoo. ..-

there 

'l'e can do that. 

Both! 

'Both. 

Bet ore I go on another angle on this , do ;you 
want to bring anything up? 

lfo, I think that 1a all right. 

359 

Ka;y I interrupt t here in that one connection 
whare ;you aend theae copi•• to ;your own otticera, 
I think it would be a good idea it ;you would 
aend the~ under aeal t hrough ;your own otticera 
and ha'fe ;your otti cere deliver t he sealed cop;y 
to the directors on request ao that your own 
ottice will not know wb&t the contents of-that 
letter are. 

All right. 

You mean have each - how would we do that? 

We will aend duplicate• to eaoh director, one 
to the Secretar;y of the Board of Directors, the 
ot her to ;your representative on the Ooaat and 
then the director will be advised that he can 
get thia c~oation in either place and he 
w111 go and get an unopened communication, 
either tr0111 the Secretary of t he Board or trcm 
;your repreaentatiye. 

I aee what you mean. 

I don't care about t~e secretar;y 1 a being sealed . 

I aee ;your point. 

I wanted to haYe no notice or the contents or 
that letter in t he banda or an;y or the otticiala 
in the COmptroller ot the CUl'l"enc;y'a Department. 

we alwa;ya aend a cop;y ot it to our Chief Examiner 
in San Francisco . ~e don't have an;y secr e ta 
tr0111 him. 
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He will get a copy anywayT 

~ly. 

'lhat wil l be routille. 

~\~tihandll the openillg ot that package would be 
n e a ot some other indiVidual. 

I think that wae the point you bad 1n mind 
We would have each one ot tbeae that is to.be 
delivered to each person sealed and with his 
name on the outside. 

You would just be taking every precaution 
possible to allow --

Yea. 

Oiannilli sent a copy ot his letter to the 
Comptroller saying tba t th1 a coamuni cation 
received was libelous to the Attorney G<!neral. 

Be .aent one to me, too. 

I got a copy of it thia morning. 

So a fellow by the name of Schwartz, who i s 1n 
the Criainal Division over there , called me up 
and--

Note an exception. Be called me. 

Poley: Yea. 

Delano: 

Iiane a: 

Foley: 

Be called me and I referred it to the General 
Counsel . I t hought I might be 1n jail before 
night, ao I referred billl to the Genera.l Counsel. 

Be served a notice on all of ua. 

So be aaked me generally about the letter and 
I told him and be wanted a copy of t he letter 
that we aent and I told him I would speak to 
you about it and I aaked him for a copy ot the 
repli they would aen4 to Giannini and be 
prom aed to give me t hat. I have a letter her e 
to him enclosing a copy which I will send him, 
alao asking tor a copy of their reply. 
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You can refuse to do it. What else? 

Mr. Eccles wrote to you and here ia a of 
that reply. copy 

This is almost l i ke a board of directors 
meeting • • 

"My dear Mr. Chairman: 

"I have your letter of December 22, 19~9, 
stating that the Board would like to be advised 
in regard to the current condition of the Bank 
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of America National Trust and Savings Association 
and the present status of the supervisory problema 
which it presents. 

"To bring you up to date , I am enclosing 
copies of my letters of October 2 , 19~9 and 
December 12, 1939 to the bank and Mr. Giannini's 
reply to the latter. 

"It you wish to discuss the matters referred 
to in the letters , I shall be glad to arrange a 
conference between some member of your Board and 
Mr. Upham, Mr. Folger, and our lawyers. 

"Of course you will recognize the conf i dent 
character of these communications. " 

That 1e all right. Y.b ere 1a this Board of 
Directors of the Federal Reserve, some where 
over in Czecho-Slovakia? 

Do you know, so:~:e of t hese t h ings, s ome day we 
will get a laugh out of all tbia. 

Jerry Frank wrote you a letter 

Baa Jim Landis seen thiat 

Yea . 

Be is s t i ll with ua? 

surely. He hasn't seen thia. 

This is asking for a cop'1 of the order tot show 
h id he believed the conten s 

cause and e sa t the conduct of 
of th1dsinorde~e~~rgec~~~~=~a~~t ~'1 the Securi t ies 
procee gs i 
and Exchange Adm1n1atrat on. 
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Are they having a show eauao! 

No , they want a COPY or h • our a ow cause. 

Whose show comea first! 

They have got a proceeding on the way. 

Oh, they are going to follow our example? 

No , they would like to have a copy of our 
order - our proposed order to ahow cause and 
then t~ey would like to follow our proceedings 
very c osely so that we can be of help to th«n 
1n connection with their proceedings . 

o. K. Has Landis seen this! 
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Foley: No. 

I! . J£ .Jr: 

Foley: 

H. M.Jr: 

Delano: 

Foley: 

H.L Jr: 

"Dear Jerome - • Who eigne this one? 

You do. 

"Dear Jerome: 

"I have your letter of December 19th 
requesting for the confidential use of the 
Commiss ion copy of the current draft of our 
proposed order to show cause concerning the 
Bank of America National Trust and Savings 
Association. 

"I am happy t o enclose two copies of the 
proposed order. You reali~e , of course, that 
we have not actually determined to issue this 
order, nor do we knoW if we should decide to 
proceed along these l i nes that the order will 
go out in this form." 

I sn't that rather unusual, to send this out in 
advance! 
This is all new to me and I just wanted to 
raise that poi nt , if I may, about the question 
of sending it out early. 

VIall, he bas formallY aaked you for it and we 
have played pretty close toge t her here. 

Well , be is asking me for somethi.ng that I am 
thinl<ing about. Tell l:.im to come arourA and 
see me on the 6th of January. Thia then becomes 
a part of their records, something that we are 
thinl<ing of doing and may never do. 
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Well, Jim Treanor, who wee handling the eaee tor 
SBC, and tho auditor Who had been out on the west 
Coaat C&llle oyer and had a conference with ey and 
Gua Folger and Norman McDonald and me and we 
talked all one morning about their case and what 
they were going to do and when they were going 
ahead and eo forth and it waa aa a result of that 
conference that they aeked for this propoeed 
order to ebow caueo. 

That 1a when they found out about the ahow cauae 
order? 

sure . 

I waa j ust there a t the end. 

What about thi a, llr. Landi at 

I would suggest two th ings , one, that Jerry Frank 
expunge his l etter to you from the recorda and 
two , that you don't reply. 

Suggestion accepted. 

I don't see any objection - I don•t see any groat 
need for them to have that order to show cause , 
do you! 

No , I don't think there is any great need tor it, 
J 1m. The onl y t hing 1a, I wculdn 1 t want them 
t o feel that we weren't continuing to cooperate 
with them and that we were getting finicky at 
t he l ast minute. . 
No, toll Jerry over t he phone about lt. 

Well, wb.en is tho last minute? 

I don't think they ought to be present at our 
bearing, either, Ed, do you? 

No, I don't aee how t hey could. 

I t hink Mr. Landis 1s right, that Mr. Prank 
ehould withdraw his request. That suite you , 
doeen 1 t itt 

Yea , that is the I make. 

What elae? 

That 1a all. 
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l>o 70U take the cbanoe 
the poas1b111tr ot the 
we •nt1onedT 

to talk to Landis about 
uaml nn betna _ that 

Yea, we were talk~ about that thh afternoon 
betore we came 1n. 

Tbe former Dean ot K1oh1gan? 

You juat mentioned Bates, ien•t that right? 

Yea, Dean Batee. 

What I said was, I don't know Bates peraonall7. 
I ma7 have met him on one occaaion. I know a 
great deal about hie reputation and b7 hie 
reputation he ie a great acholar. He 1a not 
the greatest, but he 1a a •err tine scholar. 
Be ie eerta1nl7 a respected man among hie 
aeeociatee and a person whose character ie 
irreplCOacbable. Be 1a a competent person. 

can· ·· do better! 

I ha't'en•t 7et heard a suggestion. 

Norman knows him very well. Be wae under him 
tor three yeere at the University or Miohigan. 

Why don't you check with the Dean ot Wieconain, 
aee, and 1t he ea7e it ie all right I think we 
would have him come on and talk to him. We 
can• t get the one 111&11 - the greatest !II&D 1n the 
world , but it thie fellow 1e a 111&11 or high 
character --

Be h&e Just retired. 

Do you aee how we could do a.ny bett.er! 

No . 

we cant t get the man --

Ae I wae telling Ed years ago, we had a reception 
once tor the taoulty. I think he was present. 
That was several years ago. It didn't turn out 
that there wae a Job tor a man ot Batea• qual1t7. 

If Lloyd Ga.rr1eon thinks ae well ot him ae you 
do, I don't aee how we could SO wrong. 
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Well, 111'. Collptroller, 'dlat ebet 

I th!Dk that b quite eutt1o1ent tor tbie 
artemoon. 
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....,.._...._'YTO 
"'CO~ or,... oco-••--• 

Dear llr . .. :rvc!. 

0 
TREASURY DEPARTMENT 

COMI'TROl.UR OF THE CURR£MCY 

WASHINGTON 

Deoeeber 28, 19.)9 
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!'llni.Wlt to the reeolutioa ot tile Board ot llireotore ot tile 
' • 

s...lc ot Allerioa latl.oaal !Nat and I!&YiDII Aaeool.a\1011, dated Septeoober 

30, 1938, l'eCIIIMtl.QI thet all -.micatl.ou to tile lloarc! of llirecton 

~ the Oollpt.zollar ot the CurrillCT be trann1 tted throuch thlt Secretarr 

ot the Jlouod ot DU.ctore, I • ucloa1Q1 berewith tor tbo l.Dtora\1011 

ud ooaaidlr&tl.Oil ot each -'>er ot tile !loud ot llireoton of the llanlt or 

Allerioa latl.OMl !Nat and SaYiDae Aaeoolatl.oo, a COPT ot a l etter wblch 

aa trauaitW Oil Deceaber 12, 19.)9 to llr • .f., P, Gla nnlo! u Cb&ll'UD ot 

the ao.rcS ot llireotore. '!'hat l etter waa addreeeed in the tlret 1netenoa 

to llr. 01eog!nt , w-11 u be bad recently conferred in ... e!dngtoo with 

• COiloerniQI the • ttere ooftnd in tile letter. 

~ rq letter to llr. G1&DA1ni wu ot Yital interest to aach 

Director ot the s...Jc, I requeeted h1a to t.r~MIIi t a cop7 to aacb of tile 

llireotore and I ...oloeed euttio1ent oopiee tor that pU>pOse. a,. letter , 

dated Deo•ber 22, 19.)9, llr, G! ennlai retuMcl to cc.pl;r with tbet request. 

Acoo~, it 11 -11&1'7 tor .. to tr&nlllit to aacb Director, tbrouch 

7011 u Beoretarr ot the !loud ot llirectore, a COPT or 11'1 letter ot Deceaber 

12, 19.)9 to 11r. A. P. Glen!rlot and ot b11 replr or Deceaber 22, 19.)9. I 

&leo requeet tbet 7011 tl'IUllllit to ... b Director. COPT or tbla letter to 

;pou, Suttinient oopiee tor th&t purpoee t.r1 encloeed. It 7°11 are unable 
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to Mli'I'V ODpl-. ~ - ..... letteJw to .., Dlftetar, ~ ~ 

- ! 111•~ ~ *' tan - telepu eolleo\. 

Ia ru- to :r- Board. ..... 1JI ..,. .. ot llr. Qh ..... N"-1 

to Uuaat.\ ooplM ot • letter of Daat bar 12, 19)9 to tba D1noton, 

I a wllliac to _,.der • ~'• tt neet.....s 011 or Won ~ s, 
1940, U.\ I detv rMOrtiac to • lapl ~ .. tor • reu.-.bla U. 

1JI order to pw 70111' Board .,. opport•U~ to aot. 

R. P. A. J:ftn.J'd, leq. 
S.oraW.Z,., Board ot DiraotoN 
8aDk of AMrioa kU.-1 fraa\ 

_, 8a'1111Ca ... ootauoe 
Su he.ooiaoo, Califond.a 

'eJ'7 aiaoa~ _.., 

fu.(~U'o ''4> 

Co.ptrou.er ot tba OlarNDcr,r 
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