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At •tlO p.m. 111-. R.P • .t.. ]fYaral'4, .. cretary ct tba 

Board ot Diraotora ot the Bank ot Ama~ica B.T. & s . .t.. 
called me on the long distance telephone . Be explained 

that a1nce he underatood Kr. Delano wee out ot the cit7, 

ha wu calling ••. 

Mr. Everard told - that a1nca be bad been adv1aad 

b7 oounaal tbat the oontenta ot the Comptroller•• letter 

ot December 12th, addreaaad to llr• .t.. P. Giannini, cba1raan 

ot the board ot the Bank, waa libelous in character and 

that be abould not aaaiat 1n ita d1atr1but1on, he waa unable 

to accede to the Comptroller•• roquaat that ha diatribute 

oopiaa to tbe individual d1reotora ot the Bank. Be aaked 

that thia ottice give him authori&&tion b7 wire to make auoh 

d1atr1bution u the agent ot the COIDptrollar rather than aa 

agent tor the ba.rd. Be aaid that he would appreciate &n7-

th1ng we might do to help ni.a out ot the ellbarraaa1ng situa­

tion 1n which he t1nda himaelt . 

I told Kr. li:verard that I would •take a look at it" and 

let him know leter 1n the da7. 
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Following conferences wi~ the Comptroller and 

Mr . ~·oley, nnd later in the secretary ' a office, a tele­

s ram waa dispntched by the Comptroller to Mr . Everard 

declining to appoint h1m aa agent tor the Comptroller to 

distribute the letters and lnfor~1ng h1m that the indi­

vidual directors have been advised they could secure 

copies at our offices in San Franci sco and Loa Angeles. 

When I reached ho~e about 6:30 p .m. another ca~l came 

fro~ Mr. Everard, who had not yet received the telegram 

and who stnted that he was very eager to have a reply 

promptly ao that he could cet the letters out to the di­

rectors ns soon as possible . I told h1m that a wire had 

been dispatched to h1m by the Comptroller which he shouil 

have very soon ~d I indicated ita contents to h1m. 

• 
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lhOO p.a • 

'Nll u wbat 1t 1a about, will JOUf 

A call - 1D trca the Balik of AM:r1oa for 
ae, mtob r 414 aot tue, &114 tbiJ aot • 
Mr. u~ aubaecp~nt17 and the7 aalted lb-. Upbaa 
-.betbll' - thh llnN1'4, 'llbo 18 the aeoret&17 
ct the built, ulrecl lll'· Vpbaa Qethel' bl 'IJCN14 
4 .. ttPate, or the ao.ptrollN' of the r.cwmo.:""•'"'flf 
•01114 4 .. 1F&te Mr. Jl't'erard aa the aaeat ot the 
Coap~ller tor the 41atr1~t1on of the .. 
lettere, 'beoaue tbe letter• were 11bel.oaa 
aDd be 414D 1 t ftllt the 41atl'1~t1oD plaoed OD 
h1a ae a NpN .. ntat1n of the benlt, and a, 
QUS.te prop11'17 aa14 be w011ld take the -tt•r 'liP• 
'fhla oopJ of a telesraa 1a our an .. er. 

•a. JOUI' telepboDe COD?e..at10D w1th Upbaa 
the aa.ptroller•• oo~oat1on of Deoaber 18th 
a44reaaed to JOU requeat1Dc the 418tr1~t1on 
IIIOIIC the 1u4h14ual aeabera ot the Board of 
DtMcton of oertalD correapoadmce between the 
aa.ptroller &114 the Cb&lrean of JO'III' Board -• 
aent to JOU 1D accOI"daDce with the reaolut1on ot 
JOUI' Boud of DtMetora of .. pt•ber so, lllliB 
pron.41D& for the _.1' 1D 'lhiob otftclal 
o S oatlona trca the Oollptrollu lbcnald be 
a 1111 oated to 7f1U' Boud atop I .. ~le to 
accede to 7f1V ~at that I autbo:r1&e JOU to 
41et:r1lluta the -un1oat1on• u ~ aaeat atop 
~ 1D41n.ctual ~r• of JOUI' Board baY~ been 
110t1t1ec1 tbat a.-led 4'QP11oate cop1 .. of the 
oo-'.oat1on u4 moloauree are ua11able to 
thea at the off1oea ot the national baDk eDIIS.Dere 
1D laD PI'IIDohoo &114 LO& AJICil .. , 1D tbil n·mt that 
thiJ are UD&ble to obta1D thea tl'<a JOU. • 

I ba?l aot juat ODI .a&~~lt1on to -.~te. !be 
tel.•&"~ ott1ce peNlti u to ue the...,.. 
•peno4 without ~7111C tor 1t. You ban to 
paJ for taw wo1'11l atop•. 

• 
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Bell: 

Pole)': 

Bell: 

Delano: 

Bell: 
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Dan , go ahead , Proa now on thia 18 )'Our wor17. 

Should I from now on report to lllr. BelU 

Would )'OUT 

Yea . 

And I have asked Phil Young to help Bell and 
me and he ia ava1l,able aleo to )'on. I am 
going to tr,. to keep track of )'Our ottice , 
what the SEC does, and what the Labor Relatione 
Board does. It ia two-w&)' trattic. It )'OU have 
anything that )'OU tb.1nk Mr. Delano ought to 
know, )'OU let him know, aa wall aa ¥r. Bell 
and me. 

Yea, air . 

'l'llia ia 1n accordance with What we did here the 
other da)'T 

Yea. 

Except that I am not a~e just how these copiaa 
went to the Secretar,.. Were they 1n sealed 
envelopaa or were thai just enclosed 1n hie 
letter to distribute t he wanted to? Aa a 
matter of fact , we were afraid he wouldn't and 
that ia the reason )'OU sent them to the examiner, 
but there waa a suggestion that the)' be sealed. 

Either there ia - t here ia an individual letter 
addressed to each member ot the Board ot 01reotora 
and I thizll< that baa been put 1n an 1nd1v1d,.l 
envelope and sealed and all the envelopea put 1n 
a big envelope and sent to the Secretar,., but I 
didn't attend to the mailing or .it and I can't 
give 1ou an affidavit that that ia actuall)' the 
way it went out. What ia the difference , Dan, 
what ia your point? 

I waa thinking that it th ia Sacretar,. just 
takes the envelope and banda it over to a 
Director and the envelope ia addressed to the 
Director, i a that a paea1ng of libelous 
material? 

What do you mean, libelous! 

That ia what you are atraid ot, a a I understand 
it. 

5 
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H,M,Jrt 

Bellt 

Sohwaraa 

Delanot 

Bellt 

Pol~ I 

H.K,Jra 

Bella 

H,M,Jrs 

UptwDa 

Bella 

Po h)': 

• -. -
~ ~le thllls la 1'141GIIlou. ~ wbllle 
th1Dc 1a a pl'lnlepct -•eaUOD, u 
off1e1al 1A the 11M of hie dll'f, &114 U 
eo111A111 1t po .. lbl7 be l1belou. 'fbeee ue 
Juat taot1oa t.IW)' are u•-111c out there to 
Aela7 &114 h1D4er the o t oaUoa of 
1nto~t1oa ooaoemlnc the baJik oa the part 
of the Oo~~ptrol'ler to the JDeldlare of tbe 
Bo&1'4 of Director• , 

Tbat 1a the dumd .. t thin& I baYe enr beal'4 
of 1A rq life . 

Of oouree 1t 11 r141culoua, &114 )'OU can't 
oerta1zll7 authorise hill to del1nr thea •• 
J'01ll' aaeot. 
Certalnl)' not. Tbat 1a bll rupondbUit)' . 
It ... delegated to hill b)' a reeoluUoa of tba 
Boal'4 of Director• &114 tbat raeolut1on -• 
oert1t1ed &114 oo~ioated to ua. Wow, 1t be 
doeea• t ~t to do hie dut)' ae a SeOI'etar)' of 
t b e Boal'4 of Dlraotora1 tbat 1a a •tter between 
hila and the banlc, but 1t ian' t up to the 
Comptroller. 

How doaa he know What 1e 1A tbe en..elopea 1t 
tbe)' era aealedt 

I th1Dk tbat 1a all rlpt. 

And tbara are fiye or elx Diraotore tbat are 
off1cen of tbe baDk tbat a.ra r1sbt tbara with 
hla. 

I can't aee tbat. 

Loon all risbt to me. 

CJt 
It 1e all rignt. 

It 1a 1A line witb what •• agreed on lut 
Pl'14a:r. 

It 1a the tb1n& the Becret&l')' fora••• msbt 
bappea een be eugeeted we een4 ooplee to 
tba ezaalner• • office eo tbat tbe7 woul.d be 
anilabh 1t tba:r ooulda 1 t aet th- frae tbe 
Dlractor of tbe Bo&1'4. 

B 

• 
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lo\n oa tile ..,. ot .t.rloa 1.!, A I.A. 

(...,..,., Clllzoo•lOCF ftlo OowMI' a, ua?, 
.. .., 11, ltal,) 

lot- tile reopoaU, ot tho Juk ot .U.rloa 1.!, A l,.t.. 
at\Or tho baelrliiC hol14q la 11131 Nil. hpteUor 1138, tho 1a1111: 
of .U.rloa wu ._!not. "" tlMo ll;r tho ottloo of tile ~troller 
ot tJ. evr.a..;r. Ia uch ot tbooo o-a.Uoa repono, tlao -
paeral orlUcl- Nl4 tlao - ....,_ ... conootloao wwo 
11141oato4. 2 •ar ~ ..-.r;r roper\ vu tlao Cll'ltloln of 
tho ucoooln 11114 oteo411.;r iacroaiiU, f.h'if.UI4o that - "­
f.oolero4 ":r tlao 'llllalt (tna a rato ot 4,11J1 l.a lta to 1t.~ 1.a 
1838). 

Prior to hl.;r, 193'7, ...,.... • ot tho o\oelt wu holt. ll:r 
!1'-rla& CorporaUoa oo that tllo f.h'if.UI&o ~ ll;r tho ""'* ,. ... rooo1nt. ll;r !reo loa, lt.o hl.;r, 1A7, - .Ulloa 
thl'Oo h_. tboaoud olaoroo or 57,8jl ot tho wtal ohoroo O'll&-
otaii41JIC wwo f.lotrlbato4 to tho pabllo 1a Ol'f.er that fr rica 
lliCht ""' llo f.otliiOf. ao a 1lall: holl.lar oa..,_ attllato 'llll4or tho 
hf.eral llooern Act, ll~tof.l.;r tho oxaiMro han rooo•uadH 
tllat all Ml'llUc• ahoulf. llo dnotof. to tho ol1111uUoa ot •­
f.oolrab1o Nl4 llloK&l aoooto. Other ott r~oatof. or1Uc1-
.of.o ll;r tho lleak -11ln'o f.oal wUh tho ucooaln -\1 ot 
lOOill t<JI' ..,_, 'ot 'fr u loa OorporoUoa alit. att11atoo, tlao 
oaatract relaUolllh1po with attllatoo of tru·nertoa. tJ. f.lo­
proporUouto 1"'"ot•at 1a real ootato loaao, tJ. oo-col1o4 
0ona 01'1141h, tho ' larp llao ot crof.lt \0 .t.. 0. It-', tlao 
WlUAC "' ot Ootw wt lloaf.o ell4 otlaor ~o-at •-1Uoo, 
1oaao llp.lut tho otoolt of !1"1 lfloa. 11114 tho piiOI'ol lllcll: 
ot Y01•t..-;r oooperaUoa oa tho part ot tlao "-*• .....,lot. with 
tllo -otl.;r per-.1n tacUco ot tlao ~.....oat , (I.tu !loll 
lo, I.a.) 

Oa J_., 28, 1934, loorotlll'7 ~~or.-- 1aoieto4 that 
pr...,t ot~o llo talooa with roteroaco to "'-r1oa CorporoUoa 
alit. tha Back of .t..rtca I. f, A l • .t., .t.t that t!IIO Ill'. llcoloo alit. Ill'. 
0'0o"""r .., 100 c.,... tor olea onr tho co.t1Uoa of tho 1lulr: 
alUonP Ill', Cl'ovlo;r ngooW tllat thoro ohro.ll. llo • ..-. u­
pUo1oa ll;r truonrrtoa n4 tllat • -. llraMboo ahO'Illf. llo 
crutd to tho 1a1111: ot .t..rr1ca l.f. A I.A. (U• lo, a . ) 

Ia tho -tt. tho ac ho4 Uillo a prol1alur;r .....,.,. of 
7ru-1oa la ort.er to t.otora!IIO wbothor that corporaUoa wu 
u t.oo-t oo~pa7 withla tho prmow of looUoa 30 ot tho 
hllllc UUllt:r llolf.tac ~ Act of ltlllll. (Iaf.u !loll lo, s.) 
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J.\ IIP'PI"'ld.atel:r tile •- UM, llr. Jo•o wao aalaoil to 
look at tbo lloDit of .Aaorloo vlth a Yl.., to 4ot .... llllJIC tho 
nttiolollo:r of lh oaplhl . ( IIII!.u !all lo, a.) llvl~~& u. 
aoatho of J-:r, :reb.......,. 1114 llo.roh, lt:la, a -ber of oOJlter­
eDCoo wre hel4 botwu reprooODtotlno o~ tho !reo.~WT alii!. 
the SIC with r e.,.ot to tho Jll'ocr- tor ac ooUoa OIPiut 
!ruo-rlco. It woo ila:rlq thlo perlo4 oloo that tho repro.­
oeDtotlno ot tile YVlou blllkillg JICIIlOloo wro coDferTlJIC 
upoa croup bukl.JIC reoo-4otlollo to bo lll0lll414 b tbe Prooldoat 1o 
-~~~· to CollCJ'ooo . hothor -laoUoa of tbo lloDit of J.Mrioo 
Jr,!. A S, J., vaa co ... lotod oa J.prll 20, 1938. (I114ox Toll lo. 9.) 

Bot-!1 J.prll 1114 Septlllbor, 1938, coDfor....,oo ,. .. , hel4 
bet-ll tho Coatrollor1 o Ottl~ alii!. tbe lloDit ot J.aorical.!, A 
S,J., oo well u botvoon tho eo..,trollor'o Ottico uil the Socre­
tar;r or tbe 'l'ro....,..:r vi th a nov to vorldec out a houooleulq 
procraa for tho boDI<, !hlo propoood houoocloODliiC procru of 
Septabor 8, 1938, outllDeil b:r J.ctliiC eo..,trollor M••• r_ .. 
IMII4oil tllet tile ilhidoll4 rot e of tho bont bo roilucod troa 19,2jl 
to DOt nor ~~~. tut tho Milk char~ ott pro..,tl:r looooo eoUMtoil 
'b7 •x••'MT• lD. ..-1-umaal. ezaa1u\:1ou , that tll.e 'beak Uacoatlmae 
tho prootloo of trOBotorrlac other rool oototo to ottllotoo '117 
nl>otltutliiC therefor tho fora ot coatroct DOW 1D ,..,, u4 tut 
tho bODI< bo pYIIl little, lt IUl:l'o outborlt:r to operate 114il1Uolllolll. 
brlllChoo w>til ito coll41tlon hail boon aotorloll:r l..,ro>'oil. (Index 
Toll lo , 11.) 

Dolo to tbe tact tbet tbe Bulr: of J.aerlco If.!. A I,J., -. to 
bold a 'board ••UJIC b leo ~leo Oil lept.-ber 13, lt38, at 'lfbloh 
tiM 1t wao _.toil a 41'0141114 voulil 'be 4ocluoil, lt woo 4ocldod 
at a .. euac ill tho loorotor:r'• office to 11111!. a vorlliJIC telocru 
to tbe board ••UJIC protootlq 8Jl7 illY141114 ooUOil of tho Bollk of 
J.aorloo 1 .!, A s.J.. !bh tolecru vu Hilt OYir tho oipat'llro of 
J.otlq c..., troller Dlcco. to be roo4 at tile -u., of tbe Boord 
of Dlrootoro of tho 'IIODI<. ('ID4u !all lo. 15,) 

Dooplto thlo telouu. t he Board of Dlroctoro docleroil a 41rt­
doll4. 11r. OllphaAt rolliloroil ... opbloll that tho tolocr• ot 
Dooeabor 13th coutl tutoil a outflclont Vlll'1liiiC to ""' u a baoh 
tor cortlt:riJIC tho tach with reforiiiCI to tho 4oolaroUon of U. 
dhl4e114 to tbe lloar4 of Oo'llt'DOro of tbe :r.4oral lo.....,. S,.Otoa 
ull4or SooUoa 30 of tbe Jenlr1nc J.ot of 1J3S. (IIIIlox !all llo, 2S.) 

Darlq tho aoath Of Jooroa'bor, D_., cOJltorODCII oll4 illo­
eu.taloao ......, hold coDC•ruliiC tile actloa to be tolton oD4 tho caoo 
to be 4r..,.. up Ulll!.er Sootloll 30, On l onabor 12, lt38, llr. DDftiolil 
-•toil tho coor41natoil action of all throe bonltill& JICIIlOloo. 
(1114ex Toll lfo, :H.) 
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-e of U. ooo...Uaah4 preuv e of tile .. ec-aoieo, a 
collfereu e ,... lll'1'1111&*l for :Deo.l>e1' 8 , 19311, l>etwft repro--
tau .... of Uae beak aa4 repre..,.tau .... ot the Go ... ..-at. Oa 
Deeaber 1..5, 19311, Mr . JOMo traallllitte4 a letter t o the ~treUor 
troa L. II, CUoaaial oul>Jiittla« • ...,....,._ prosr• of 17 polllto that 
be egoo;l. to prooeat to blo loard with blo I'ICO-a4atloa for tbolr 
acceptiUICe. ICaJor part of J>r'Ofll'M wu agree110nt t o •ottect aa4 
reaaoaabl7 .al.atala a oollll4 c~~pital ot!"llCtuu h.o:riJII a ratio to 1h 
eatire depooito of l to 10•: to tnr'ciob u -acb a44itioaal capital 
ao aq bo re¢u11'0<1. for t h.h raUo •• dotera1M4 b7 the Coti!Ptrollor 
of the Cunaact after the reralt of the cualaaUoa t hea 1a prosr•••· 
t he loar4 be1q free to declare a eeal---...J. dh1.4ea4 1a llcch 1939 
prorldO<I. otepo haTe bean t.Ua b7 the BeZilt to iureue !to e~~pltal 
ae outl1aed al>on, the iacr-.0<1. capital to be pal4 lllt o the BeZilt 
'" earl7 &I pr&cUcoble but in no nent latar th&a JUDe 30, 1939. 
No d!Ti4ea4o to be deel&re4 after Juae 30, 1939, uale oo the eoua4 
C&!>ltal otructure boara a r&Uo to entire depo olto of euhotaatiallT 
1 to 10. (Iadex '•b lo. 51,) 

Yi th reepect to tile propooed ecree..,t, llr , J olo7 po1ate4 out 
that it would hen ao bla41JII l-eal effect aa4 thet there would be 
no W¥ ot ellforclllc it beeav.M ot the fact that 110 letter of warD-
1111: woal4 be .. .,t to the but, (In4ax ~ llo, 62,) 

Daria& the period between December, 1938, &ad llarch 14, 1939, 
there wao cono14arablo beaU DC aroua4 the bulb b)' Mr, Oiaaalai 
althOD,Jh Uae ll'ttor agreed uawilliiiClT to reco-Dd the prograa 
outliao4 b7 the Oo11ptr oller to hh IoerA of Dlrect oro. OD X...ch 
14th the Dlrectora of the but orppoiDted a opeeial co-ttee to 
work out detallo of the plOD to 1acreaoe capital, aa4 tho7 aleo 
TOted the replar o-.........W. 41rldea4 of 19,~. (Iadex \'ab Io. 
69,) 

In the aeaaU• a preforred otock plOD tor !acreaoinc tho 
c~~pital of the bank hA4 been worked out. ~e IIJ'C ha4 agreo4 to 
lead t o otoclr:bol4aro ot the :a.nk of .boerica the mou7 aecoooar7 
t o eMblo thea to eubocribe tor 1a1 il>creaoe ill c11pital otock deter­
lllined upoa aa4 IIPPJ'OYed b)' the Oo11ptroller . (Iadox Tab llo, &2.) 

On .tpril 3, 1939, Mr. L, 11. Oiaaalai YJ'Oh llr. Jonoo thet lie 
would oncc-ot the llank iacroe.oe ito capital tw.!.o b7 $26,000,000 
aad thet he would reco-nd to the directoro ot !'r&DI&MJ'ic& that 
8111 diYidead rece !Yod on otock eubecribed to b7 t hea ia exceoo of 
tho llltereot p&U to the IIJ'C would be remitted t o t be :a.nk. ~ 
JDIC, the SIO, tho Office of the Coii!Ptrollor , the Secretary of tbe 
"'eaaurr, aa4 the IIJ'C ecreed with reep•ct t o tbio $26,000,000 loaa . 
( In4ex Till> Jlo. 17. ) 
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.l ,.._ enlltlu "'* ....... te ~ 110 lea- Uat 

... -- ...u ... " ~ - ,.,.,. tl.w..& lt, la tte 
eplalea at u.. o.ptroU•, u.. JIIIO, _. u.. ,...raJ. a.-, 
u.. ,.,.. .. ot ..... un..--u t..sr u.. ... ltal ""* •t 
.a.. 'IMIIIk ... ooanlft.to u.....,. ... •••- '**'• JIN0\1 ... 
(ID4a fall Wo, 'II.) 1111>...-t~. hool4ut leoonalt IPJC0¥14 
a oll-ce ellalaatlllc t.lle lloaft ot Oewon-• ot U.. ~ ....... 
""' ,.,. me u ~CUCl•• IIana& '"" ,._ - ,.,. u.wauoa 
of tlt.tve 41YlUMI 'b7 ta. liMk ot ~loa. (b4u !II) ... M.) 

!.'M lou_. pnt- etoelr: pl.a wn eppell4 ••· Dattle14 
Oil t.llo cro-4• U..t ta. a& o4Uloa 4o:U.. ot pntorret o\oek w 
be hne4 -.. t.&~t• a1 t.llo 1&1\ '*""'• 'Mllu , .. , .. to4 
t.llot 30 to a& lllllioa 4o11ara ~ -a \e -·~ \e ]IU U. 
'IMIIIk la a ....... oee41Uoa, tlwt t.11e ~tnlllr et ta. Ou•W¥ 
lla4 - ..U a tonal 4et--Uoa ef t.lle _, _, ot 
proforro4 otoelt tlb.lcll t.llo - lllnl4 le-, Uat ta. JII"O'POII4 
Clllt-'blok u tlw prot- otoelt ft1100 ma a cub 'tal• of 26 111Utoa 
4ollaro to a - 'ftl1ll ot 10 o4Uloa 4ollaro ,... WAJutlfie4, tlwt 
tM IJC ellou14 aot loll4 DOM7 to U.. Juk1 o -• otoollllol~••· 
t.lllt tM ~ lllnl4 110t _ .... a lou to fr• lea *• t.llet 
oorporoUoa vu l~m>l...t la llUptlCIII wlt.ll tM DC. (lo4ax fu 
Wo. 78. 

Oil Mq 11, lt31, llr. L. II. Olaaalal telocriiPIII4 both haator 
Vapor all4 Oo-cre•- ltaopll rl<lUOtl'IC aa laftoUcatloa of t.llo 
ooatrOftrQ" wlt.ll tM baak, lot.ll of \be latw woa oouul\111 la4l­
catl4 \Mt tboT eppro...t t.llo aotloao of t.lle froanr'7 ~-"' la 
tbio •tur. 

~ · 
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We have raoe1ve4 a4v1aa tra. our otticea 1n san 
Fr ancisco aDd Loa Angelea that aopiea ot tha Ca.ptroller•a 

cc.~~un1eat1oaa which llr· Bverar4, Sacrataey ot tha Boar4 

of Diractora or the Bank ot Aaer1ca ».T. & S.A., wae un-

w111ing to tranamit to the 41Nctora ot that 1net1tut10D 

hava beeo 4el1vare4 b7 our own ott 1ea 1n San Prane1aeo 

to D1rec tor Bocqueraa an4 b7 our O'IID ott1oe 1n Los Angelee 

to Director Marble. 
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ttue~J ............. .... ., ..... Sa.'·'· ••. A. 

(1) ,. .-rea. t:e '""' ,...,. .. , ""'re- et tu 'Milo ., 
•U•e allll • 111M _, ""'"' " -• • a..w.u.•e 
arUlol- 1114 -.~... refer- ll :ale te a too ' 
UUil 'I 1 ot ll-Uoa lela\ln" Jut et "-rloa 
.. Uoul tr.at cal lni,.. .l11oolaUoa, I pr.,•ll '117 
DDul4 .......,.V, 4atl4 .. _,.., 6, ltlt. 

(a) J'Or 'b· ·a aa4 oa !nM~aorloa o..,..,..uoa u4 ~ 
ot \loa\ au• ~. ret- h :ale to a 4oo o·t UUil 
1 1 1 ot bport oa PreBahM•'I' ~ ot !I a loa 
Clr\leraUoa, 1 ,..,., ~~ a, lta, p!'lp&I'M -, c,. t1Jba 
tl'oa Ute preU•I...., ...rft1 _.... 'b7 tloo 110. (c:aa-.leQ 
rue 1114az 'la'b ... 4.) 

(3) J'Or 'brlet ran .... ot -- orlUcl- ot llaM ot "-rloa 
la all -'"'•c Hpene tor Ute pel'lo4 ltA to lN&, 
ret_._e h """ to a _....._ troa C,. tJpJu. to llore\arl 
ICorpa"->, utll llop\n'bolr 11, 11138. (Cb!'oaoleQ ru. 1114az 
'l'a'b ... 18.) 

(4) J'Or 'brht renw ot correapoD4eiiCe vUil Jaalo: ot "-rlca tl'oa 
ltlll to 11138, - _......,. trea 1J)>IIaoo 4atl4 loptoa'ber 18, 
11138. (CioreiiOlacl ruo ID4u !a'b ... a.) 

(II) ••-• ot Ute taot Ute l!Uio: W u .. ..,.w all r• h· 
u- ae to UTl4ea4 poUq, ea lloptoa'ber U, lNI, a wralac 
tel-- - oeat onr tho et.pahre ot looUac O..trolllr 
:Jlall to ..,.._ ~. to 'be 1'114 to till Mit~ •t Ute 
.IIIIK of Dll'lotore. (CIIr-10&1' rue 1.-s 'la'b •· 111.) 

(6) 0a lip..._. 10, 11138, llr. Ollploaat llllloa1U ... a 1 'w 
" llr. ~ abie~ ••• Ute "~ et lap...._ a, 1911, 
oeuUtuW a nttlclnt WW'tll• to - u a 'bull tor 
cenlfliac till taot• vltll rater- to tile 4Mlaratl• ot 
the 41Tl4ea4 oa lleptoa'ber l:S, 11138, llo Ute II_. et llowez•ra 
et tu J'04eral 11eern .,., ........... u .. ao. (CIIruolllg 
rile 1114az 'la'b ••• ll&.) 

(7) WUb referellal to a tel-- troa •· :r.. 11. Olaaalal to t:lll 
.. _. or Oonnor• ot t:111 J'Meral leNI'ft 1/wtoa, utl4 
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(14) 

(111) 

(18) 

(17) 

(18) 

( lt) 

(30) 

(11) 

• • • -·-
··-· ... ··-··· ........... , ..... 4hla.4-propoul .. nU.ro17 -..Ju\lflo4, u-la1MH17 M4 m'-D 
of 1*'-U.•, lao o\o\ool lah wUU .... 11 to \lao o..>tro11• 
•• JII'IOM4 wl\la \lao ..,._, procr- oulllll4 \lao ,......~ Dlo..... (Cid'o110loc7 ftlo ID4n ... lo, 81,) 

Jol" a lahtOI"loll ro.- ot .. 11\1 la ,.._.Ill u w11 u \lao 
oo-ah of \lao ·-••I' oa MUII"' r~~ ottoa\1001, Ill 
plao\01\a\ \olcell tl"oa balll< -lMI'I Ooaoo1Uoto4 llopon • 
.. ....., ... 21, lt38, to hbraol"7 21, liiH. 

Dv.o to \lao t.ot \loot t'llr\law lat .... uoa ho4 'bllll - ........ 
~ tile balll< -a .. oopoollll7 wl\la 1'1op10\ to 1'lll ootato 
app1'1lul1, .. w11 .. obll to \lao toot \lao\ tiM Jult 1\111 
rotuo4 to coeperau wl\la rooo-...sauou ot tile ~\1'01111" 
u a rol'lllt ot \lao loot \uldJIC •-'MUoa, • lot\or ~~ 
b7 \lao 0..\I"01111" wu oMI"oloo4 \0 \lao loor4 of lllrootor1, 
BODlt or .&.orlco, 1.~. & I.A., Jul7 11, 1139, 'llllrDbc 1114 
4ll"ootora of \lao ....ate or 'lllltlo11114 benlrhc pracuc .. to ,..lela 
th17 bo4 bolll • port7. (loo tllo 1'1117 1, 19ll9, tllro-ocb 
Sept•l>ll" liO. ) 

0.. Ootober 2, 111H, *""\loll' litter ot W11r111JIC wu oMI"oolo4 
to \lao loal"4 ot Iliroo\01"1 ot tiM leak ot .t.MI"lco, u4 alpo4 
b7 \lao Collptrolllr. !hlo loiter ota\14 \loot oil Sopt-11' 12, 
lt:st, tho Jult 41oloro4 a 41T14oa4 at tho rate or 19,2jl wltllollt 
Vl"lUD« ott rocooo:MD4o4 101111 la 4lroot T1olaUou ot \boo ,...,._ 
lJIC ot \lao eo..,troll• la \lao 11\tor ot hl7 21, 1939. (loo 
tile Oo\o'bll", lo-..., 111H. ) 

!1M pi'IOI4url to 'bl oatl1M4 -.r \lie S.OUOD liO pi'OCII4lD«< 
la OODtolM4 1a a ~ tl"oa J1r, Jol17 to leoJ'IHr7 
llor-U.... Ootol>ll" 2&, l.Jll9. (loo tile Ooto'bll", lo.....,..., 
ltllt.) 

0.. Doco...- 2, 19llt, two OODfiJ'IIIOII wro laol4 la tile llcroHI'T'• 
Oftlco cc.........UC Jult ot Merica • llbloll Ilea IAM11 pDIJ'I.ll7 
-ho4 tile ou-u.... AI a l'll'lll\ of \laou ccatii"'IICII, lt 
wu 4ocl4o4 \lao\ a t1DDl lothr Uoal4 'bl 11at to \lao Jult bofOI"' 
U7 01"4or to obow - - ......oa llbloll wal4 ccaolada \lao cca­
tariiiCII bo\wlll \lao Ooolp\rollll"'l Oftloo aa4 \lie CJlaaalalo oa 
lo,..,_ 18, 17, OD4 u. (leo _......_ to tile Prlll411lt tl"oa 
tile loorot1117. 'Deo ..... 4, ltllt, tlll Dloaabll", 1tllt.) 

hob a liUar wu -..1\\14 oa lila.- 11, lt:st, to llr, 
CJlaulal aa4 1~ ~ C...,ti'Olllr ot UM Ou:~. (Ill lUIIe 
ot .t.Mrloa tllo, Doollillll", ltlll.) 

.Uoo oa Duo• .... 11, a., • lU ,.... liUar .. J'IOil..a b7 
\lao ~ tl"oa \lao leaN of Dlrootoro of \lao Jult of 
~lao la- to \lao eo..,\roU•'• 1M'- or 0oto11er a.a. 
!lah loU• .. UpoW b7 21ou14 ••"' tr la a a ,.... 
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• ..... ,.~. ~ , .. ~ 
· le·~ .... 

Pr .. at : 

B. M,.Jr l 

Delano I 

H, M,.Jrl 

Del ao: 

B.M.Jrl 

Belli 

... ... •• .... .... .... ... . .... -· 

• 

I aaltlld. 70U people 4DwD t o eort ot '" men 
ft ftn aner thh ncce .. loa ot uUU&ta 
aa4 ~1.1Jie1 etc., etc. lo, llr. Oo~troller, 
tlbe~ are .. u ot toaa,1 

Yell, ... haYe troa the Ooan o~~e nre tro• 
¥11.11 .. YaUaoe 111a, oae ot the D1.J'ectora. 
•e, wUh Jlaraha11 Bale, I thiak, 11 0111 ot 
the napond'bla Dlnctore. We aleo haYe 
wol'll troa our eltalllllere tbet two other people 
haYe sona the letter, llr. locquaras aa4 llr. 
Jlarble, Xq I rea4 thle w1.J'et 

PlaaH. 

11eapect )'CQr' letter ot December 28th a4dnllll4 
pareonall:r to •e •• M•ber ct the Board ot tbl 
ISaak ot Alaerlca' haYe aot had the cpportliDU7 
to aft47 tbl • '•~"• Ia new ot lloal'4 ••UJII 
nut !ueda7 - 1 !hat 1e tO.OI'I'OW, llr. leonta17 -
1I .. •t•ac pereonal requeet to 70U to b14a 
:rour U•• until the 11144le ot JanaaJ7. I han 
DOt ha4 u .. to ooater with thoae 111 athorn:r, 
beDce ~ 'elalftm ..n td.thou' tha11' knGwlll4ceo 
neaae ooaa14ar thh ooatldeaUal u4 periOIIal. • 

!ben baa be• 110 an ... r eeat to that • 

.. u, that 1a ma' I -t to be a4rtaa4 aliena' 
b7 'be" pcU•ea aa4 han th• a4rtN ;rou, 
wll.re 11o n so tro• han. !hat 11 the JIIII'PON 
of av'as :rou people down ben, :rou -· 11here 
llo n p troa ben. 

I thiak, llr. lecretal'7, tha' llr. lpooar haa 
.... llr. DilallO ad the anoma;re haYe ... 
llr. J'ole;r before thle .. etllll, 1a1 t that l'lp" 

• 
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roUJI 

Bell: 

roleJI 

H, M,Jrl 

roleJI 

H.M,Jrl 

8penoer1 

H.M,Jrl 

8penoer1 

B.X,Jrl 

Lan4ial 

B,M,Jr: 

B,M,Jrl 

H.M.Jrl 

• 

-2- • 
'lea. 

.&DI t!leJ haTe 'bea 'lll'OII&bt ap to 4ate a tar 
u tba oorre~ll4aoe la -•1'884• 
'fa thought, Ill'. leoretarJ, that .. w'lll4 l.1D 
to t..Ye a · UtUa •re tlM "•f•t!ler 'lletore .. .a a117 reoo-an4aUou a4 t l1i 1a acreeable 
wUh JOU, 1t JOU ooul4 giYI Ul ao• U• 1ih11 
afternoon va oould oo.e in with a 4et1n1ta 
prosru at that tiae and we wuld aaYa •re 
ot JOur tt. bJ 4o111C t!let thu -

Yell, bare 1a the tb1Jic. I • at tba White 
Bouae tor lunoh. Yellea and Je111e Jonea at 
3100, Pre .. at 4100, llaioo at ~130. I llho'lll4 
tli1Dlt - I 4on1t thiak llr. Yellea all4 llr. JOIIH 
vUl ue tba full hour, ao the ainute that theJ 
pt through before 4100 o 1oloolt, I take 1t eOM 
ot tb.eae peopll - or after the Xaxt.oana l-Ye. 
D w'lll4 a1thar be 'before 4100 or after 41 JO. 

Bow about arter 41)0t 

Would that · be beaU 

It ia all right with •· 

Vbat tille 4oea J'Our traiA laaYat 

9100 o 1oloolt. · 

Jillt 

9100 o 1 oloolt. 

U4.1et 

bell111C traia. 

All4 1a llro VhUDeJ' le~l' o.US dcMl 1.D tlM 
to ..... , 

1fa lett 1t 1ih11 _,., tbat I w'lll4 oall b1a 
aroua4 110011 tlM 1t .. wanted hill to oo• do• 
and talk to tb.eae centl ..... 

• ou• t tlJ' todaJ'. 
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llpenoerl 

H.II.Jrl 

B.M.Jrl 

B,II,JI'I 

Lan41el 

B. M.Jrl 

Landhl 

B. M.Jrl 

Land1el 

H.II,Jrl 

Land111 

.. • • 

- ' - ,. 
All Ule pl.an .. are dew -· Z baft a ••• 
~. aftel'IIOCIII aD4 Ule7 ee14 u .. YeJ07 
llo•WIIl ~' ttw pl.aMe -u 'bl nJ'bc. 
'fo1l will Juet haYe w wol'k U "'· !'lw 
tralAe are I'IIIUlliiC• It be Nil tU. a 12100 
o 1olook tralA he would be bare at .. 100 or 
1f he took a 1.100 o'olook train he vou14 
be ure at 5100, aa4 tbl .. renne .. n are 
heN llDtll 9100. 

Well, I 1;h1nJt we ougbt to deo14e, Ill'. horeta17, 
'tlbether we are "So1nr to nta1n h1ll before w 
au h1ll to oa.e down twre. 

Well --

And ttwt h one of the th1nre I thlnk perhepe 
w oupt to acre• on • 

.U far ae I aa oonoemed, I oro11ed that br14p 
W.n we auld h1a down before, bat how t h11e 
otur people feel, I don't know. You oan olear 
that up during tu 4&7· Do JOU know ~. Lan41et 

I don't know h1ll pereonallJ• I know of h1a, 
of h1e wrtt. 

Ran 7ou anrth1nr -

I th1nk there 11 oulJ one oo ne14erat1on that 
oupt to be taken 1nto aooOUDt. Be 1e un­
C(QIIt10nabl7 an able per.on. low, he baa 
repreeented, 1n the llel'lldon oaee, the aa.­
-.anlet pal"tJ' or oloee all1e 1 to the Oo-.let 
P&l't7• low, 'tlhat the Prell on the Wilt Coaet 
and the Loa Anplee !1ale would Go with that 
1e a aatter that hae to be oone14ered. 

lv.ppoelne ha repr11ented -

I thlak he 1ntr1ne1oall7 bae noth1nr w do w1th 
thea. . 

lv.ppoe1ng he repneented a aur4enr. 

!hat 11 al.l rlgbt, bat Oo-1eh are d1ffer.t 
troa ..uoderel'h 
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H.M.Jrl 

Landhl 

H. K.Jrl 

r oler: 

H.M • .Jrl 

roler: 

B. M.Jr: 

roler: 

H. M • .Jr: 

H. M • .Jrl 

Bell: 

I 4oa1 11 ti:I1Dk U 1e a 'barrler. 

.Jut 110 be 1ma111 a Oo-uet h1Mel.f lllld he 
neYer beloqed to the 0o-1et PA1"7• 
Do" hat 

lo, be 4oee D011. 

l tolcl Pole:r to aek h1a that epeo1t1o queeUOil. 

I ukecl h1a po1Dt blalllt aD4 he aa14 he -an 1t 
ma:r to ... ot Oo-.tet or ma:r other ReplablloaDo 

!be other th1q that 'IIOuld haYe -•eel rou, 
u ealcl that wen the:r beard he repr .. entecl 
the Oo.aan1ete, nobo4:r would bel1eYe he wae 
aDJ11h1DC but a Democrat. 

l ti:I1Dk, Mr. 8ecretar:r, that .J1a h parUoularlr 
eane1t1Ye to tb1e kind ot unta1r or1t1o1ea end --

Well, l Y111 go a etep turther. l would be 
del1~e4 1t Landle would repr .. ant ue. !hat 
ehblre bow broad 111nde4 l aa. 

Ancl l ti:I1Dk J'111 1e .. rel:r th' ntt as ot t h e 
bpl1oat1ou, the 1.nmaeodoe, the ~a1r 
aoo.aaat1one, that theee people 1118tlt tl')' to 
-•• rroe the taot that th1e •• had re­
pl'e-ted Oo nhte aD4 that J'111 Mil been 
an drteor on th1e aaner aD4 that he bed 
toan4 that Bl'14pe •• DOt a Co~et to 
the 41eea111etaot1on of the Pre .. and Cal1torn1a 
aD4 p110ple 1D h11b plaoee out there. 

Well, let • - l aa not 1n tune Y1th the 111•••· 
Bell, 4oee u bother :rou to know that th11 -
betor1 the lapl"e .. Court ot the UnUed Stat .. 
deteD4e4 the•• people and won, before the 
~ Covtt 

lo, U cSoeiD111 worr:r ... 

I 
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H.M.Jr: 

FoleJI 

Belli 

- 5-
Be detu4ed tbea and won hb oaeee. ll1gb.tt 

!hat h right. Be vae no10 paid a tee. 
!'he INil ot hh expene .. were detrqed 'tiT 
a labor organization that hae been labeled 
b7 the Diee Ooaait10ee a• a Oom.uoietio 
organization. Herndon vae known 'tiT h1a 
to be a member ot the Oo.-unht par10J, but 
the oaee - I mean the Herndon oaee wae a 
oaee ot oiYil libertiee. It vae a question 
ot eearoh and eeizure. Be took it to the 
Supreme Ooun tvioe. !'be tiret UM he 
loet and then he vent baok and broup10 it 
up to a habeae oorpue where he ra1eed 
10he oonet1tuUona1 qu .. uon 41reotlJ• 
llughee and Robene ev110ohed and thh tiM 
be von, tour to tiYe. 

It doean 110 bother ae anJ• I thillk J1a ie 
probablJ right. You mq get eome reper­
oueeione on i10 . 

Spencer: I haYe go10 th1e feeling, it th1e th1ng 1• 
reallJ ai.red JOU are going to get reper­
oueeione and I don 1t oere who you get. 

Fole71 I think that ie right, CharleJ. 

H. M. Jr: !'Me mao here (indicating picture ot former 
Secre108rJ !aneJ) had a vondertul reputation 
until he ruled aga1net eo•th1ng like that, 
the YerJ caee th1e tallow detanded. Do JOU 
remember the Dred Scot10 deoieiont Aa I 
r1gh1;t Be had a vondertul reputation u 
the SeoreterJ ot t h e !reaeur,. 

Land h : Be made one atetake. 

H. M.Jrl But I doll ' t - &c141et 

(}reonbawll Bot speak1ng about the Weet Ooaet angle bu10 
trom the lev York angle, U h nothing but 
a Joke to consider that queetion in regard 
to Wh1tne7 Se,.our. He ie a member, ae JOU 
know, ot a prominent Wall Street tira, eenior 
partner ot the Solicitor (}eneral, Judge ot 
the United Sta10ee Dietriot Court, all UDder 
a.publ1oan appointment• and that oa .. that 
he took n• an outetan41ngl.J brilliant oi•U 

29 

• 
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K. M,Jrl 

Foley: 

K. M.Jrl 

Delano: 

• 

- 6-
libertiee v1otor7 and Juet oone14er1ag Vh1tn.7 
hJIDOur aa having Oo.uniat fael1DC•, I han 
kllovn the aan for a sood 11&117 7eare &n4 I th1.nk 
he ia a ver7 able fellow and an excellent 
appointee 1 f 7ou can get bia to do it. 

J:Ter7bod7 that Fole7 euggeated it to aa1d, 
1Vb7 di4n1t I think of it beforet • 

The ot her oomaent, Pole7 i1 checking v1th an 
organi~tion of Demoorata. Their comment il, 
1Vb7 41d JOU have to pick a Republioant • 
Ed aqa, 1 All right, ghe ua t he name of a 
Democrat . • The7 give ua the name a of two 
men in Kew York, both of thea nice fellowa 
but neither of thea have had trial experience. 
We have been tuaa1ng v1th this for monthe . 
Keither of those men had had Court experience. 
The beat reeol!llllendation I got for thh fellow 
vee Bob Jackson, 'l<ho aald , 1 I know him. Be 
licked me twice. • So I can 't eee it. If you 
people would coneider it tod&J and as far as 
I am concerned, I liOuld eay we 110uld be lucky 
to get bin. He haa got to talk to his partners 
and all the reat and I want the Comptroller t o 
meet him, but certainly with all the recom­
mendations thh man hae from the Bar, I think 
we would be very lucky to get him. 

Be doesn ' t want to talk to h ie partners and 
make arrangements with them t o give up hia 
work and to shift over thinge he 1e handling 
etc. and to get euggeetion1 from them as to 
a baeia for compeneation unlesa we are going 
to go through v1 th 1 t. Be aald 1t would 
be quite eabarrauing. 

The Comptroller baa rq approval . It 1s up 
to h1111 . You have got thea• people to call 
and if it 1a agreeable to take him, I would 
get him to come down on the l2:Cl0 or 1:00 
o 1 clook tra1n eo that he could talk to these 
three gentlemen toda7 and get their back­
ground tod&J and t hen give ua an answer 
tomorrow. 

AI far as I am oonoerned, Kr. 8eoretar7, 
I would certainl7 lean on theae gentlemen 
here, ~he opinion of our own legal staff, 
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H. M.Jrl 

Delano I 

Spencer: 

H.M.Jr: 

Delano I 

H.M.Jr: 

Spanoarl 

- 7-
Ill'. Laa41a aDd Xr. Greenbaua, tlhloh 110Ul.d be 
0011palllJI8 to •. I 4on 1 t know the ~~a~~, bat 
I would be pertaot17 willing to take a ohanoe. 

LloJd Oarrhon - har,1)odr we talked to -
1Wh7 didn1t I think ot h1at1 'l'hat vaa the re­
aot1on. 

You reel that war, don 1t JO~Oharlert 

Oh, rea. 

It 1e 
York. 
tl'Ud 

one ot the moat r .. peatabla tirae in ... 
'l'ha on17 bank vorlt he hae eYer dona ia 

vorlt tor the Chaae. 

We oartainlJ wouldn 1t want to go anr turther 
than theaa gentle .. n, Xr. 8eoratarr. 

1:4, when JOU go out ot the rooa, olaar 1t 
unl18a eomebod7 aqa no. It eo, oo• baolt. 
It 1t ia cleared, I would in1'1te h1a to co• 
down unla .. one ot the .. gentleman baa aoma 
dittarant idea, but I would tr7 to get him 
down thia afternoon unla .. Mr. Land1a and 
Mr. Spencer and Mr. Greenbaum think the7 
ought to postpone 1t. It tha7 don 1 t think 
eo, I would like to gat him down ao n could 
haTe eupper with the people and talk w1th 
thea thie 81'ening and get wbat the7 han. 
'l'he other thing I wanted to aalt vaa, oughtn't 
"' moTe nowt 'l'hat 11 t he t hing that aeema 
illportant to • · Ought we to wait bacau&e 
one Director aqe1 lfleaae wait until the 
a14dla ot JanuarrT1 Ba1'en1 t we pa .. ed that 
etaget I don 1t ltnov. 

M7 ow t"llJI8 on that 1e that I would wait 
beoauae po .. ibl7 - I know thie tallow 
C)1ann1n1 and the wa7 he acta and the wq the 
whole banksng traternitJ acta on oharge-otte 
where tha7 haTe got anr idea that there 1a a 
d1aputa and I don 1t aee anr - peraona11J, 
_,,elf, I don' t ••• &DJ d1eadYantage in wait­
ing. !low, the legal eida 11&7 •llT that len't 
10, that we ought to moTe taatar, but it aaema 
to ae thia fellow Miana knew praotioal.lJ nothing 
about the dieputa, the oorraapondanoa. M7 guaaa 

• 

• 
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H.M.Jr: 

Bell: 

Fole71 

Bell: 

H. M.Jr: 

-a-
1e that Qlenntnt 1a D1reotora tDow Yer,r little 
about the 1ne14e ot that thias. 

I wou.l4 lib to arcue a lUUe ld.t. 117 on 
feeling 1a, 'llb:r I aa agaiut poatpon1Jis u, 
I 4on 1t want the Otann1n1a to reel tbet we 
are blutt1Jis, that wben we la14 l'ri4q, we 
mant Fr14q. low, atter all, eYer7thing 
we are going to do troa now on, tile allow 
cauae, 11 all - I mean, wbet 70u call 1t -
non-publio bearina. 'l'hef can altfaTI tab 
atep1 wb7 thie thing 11a t priYate, but 
I don 1t want to - I 4on't want 01ann1ni to 
think tbet an7 110n we •4e here 1D the 
laat au 110ntbe, that we are blutt1Jis. 
When ve 1&14 l'r14a7 •• the 4aa4-11ne, 
that vaa tile 4ea4- lina. fllere baa been 
ao auch of that. low, aga1.n, I aa '111.11111& 
to be oYerruled, but I want to let 70u know 
how I f'eel. I don't want to haYe thea teel, 
1 Well, Horgenthau il bluffing. Be d1dn 1t 
aaan whet be said when he aa1d l'r1dq. 1 

Do 7ou eee, Dant I u v1111ng to be OYer­
ruled but I don't want to let 01ann1n1 or 
hie Director• think that we are continuing 
to blurt. · 

I don't think that 7ou can 1n41cate that. 
7cu are weakening on it, but I thought 
it would take aeYeral 4&7• to get read7, 
probabl7 three or tour. Ie that right, 
Edt It thie laV7er ocaee down and hee to 
read all tile corraepoDdence and thia order, 
1t aight tab three or tour dqe. 117 
thought appl71ng to that telegraa 1e that 
7ou ehould tell hi• that l'ridq vaa the 
4ead-11Da and the 'l'reaeur,r ie proceed1ng 
to take action. It vUl take three or 
tour dqa to get in readineea and be hee 
that t1•, eoaething along that line. 

Wh7 would 70u han to eq an7th1ng, Dant 

Well, I think the telegram ought to be 
replied to, shouldn 't 1tt 

Alaln aq I argue - I feel Yer,r arguaentati•• 
thie aorn1ng. I don't think tile Comptroller 
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can rece1Ye any telegr .. on a pereonal antt 
priYate baeie troa a Direct or . I aean, h~ 
oan reoein 1t, but annh1J:Ii that be -
in other wrde, be oanl t allow a Director 
to eort ot put himeelt ott in a epecial 
category. 

Ro , I don 't think eo either. 

Doesn't be S&J thie - I lUll V8rJ arsumentative 
thia mo rning. 

IUght I euggeat bere, I think a&Jbe the ooet 
1.-portant developl!llnt that hae taken place 1n 
the laat rev d&J• with reference to thie i s the 
letter troa the Banlt elgned by tbe Conneel to 
the Federal Reserve Board requaat1ng t hat an 
independent eXAIIIinaUon ahould be made b7 the 
Federal Reeerve Board. As ta.r aa one can tr7 
and gauge the t aotica or t he Bank, it eeeae 
that t he ·Bank1a replJ ie moved throu~ the 
Federal Reeerve Board. Nov, it occurred to 
me a vise thing under thoae circumatancea to 
do would be to convince the Federal Reserve 
Board that here ia a dispute between the 
Comptroller and the Bank, that the opportunitiee 
t or handling that diapute and finding out really 
vhat the tecta a.re have bean eet up b7 the order 
to ebov cause proceedings. The Federal Reeerve 
ought to be aaaured that in that procedure , · 
vhateYer the tach are , the7 will be brought 
out and t or that reaeon the Federal Reserve 
can &&J to the Bank, 1 Sinca thie proceeding 
i8 80 deYieed aa to per.it you to pr esent eDT 
conaideration relevant to the d1apute that 
exiate between 70u and the Coarpt roller or t he 
Currency, ve don 1 t belle'f'e we ebould atep into 
thie aatter at the preeent tiae.• 

Rov, that kind or a replJ t rom the Federal to 
the Banlt would be a nry iarportant thing tor 
thie ottice and it eeeme to me to be auoh an 
iarportant thing that I thought that perhaps 
that kind or - the Federal i taelt would be 
pereuaded b7 you that that would be the proper 
att1 tude tor the Federal to take. It ·.might 
be dee1rabla aYan to euageet i t to the President, 
but I don ' t know it that 11 dee1rable. Thie 1a 
a tair, open procedure 'Mhioh will enable &n7 iuue 
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to be lllro .,., 011' 4et1aUel.r. • 

Alii '1187 bllre ha4 - Slle r.Unl. bu ~ a1l 
ot thea• treaear, ra~a•t• ot our bank eze-1••,1oo 
an4 baYe ower ra1aa4 a queet1o11 that tbeJ' 
..a••4 ~o aake a at'Q4r ot 110. 

l WaD\ to b1'iJia J'OII up to 4ah OD tbat 1 Jho, 
leoretal'J'o l baYaD 110 beard troa tbe Federal 
t1DOI tba ...... WDt down that tbeJ' eboal4 
eea4 a loaN a .. ber OYer with the etatt, 
'l'bare 1e a queat1oa here \bat we Dight 41eou ... 
We baYe aeat tbaa, J'OU reanber, ao• 4ooueate. 
We baYn1t .. at th• all the doOUMDtt or 
brought thea ooapletelJ' up to date 11 to the 
total - the e1tuat1oa exaotl7 ae 1t enete. 
ror G&J~Ple, we baYao1t eent the laat oorre•-

r o4eaoe. We haYea 1t tent oop1ee of th1e. 
woo4ere4 how ooaplehlJ' we eboul4 keep thea 

1apleaente4 with 4o0UIIaote on th1t th1Jig. 
Do 7011 waot thea -

Bow ooaoplatelJ' 4o J'Oil keep CrowleJ' 1Dtorae4f 

Prett7 completelJ'o 

'fallt 1 t onr with tbeee gentleaea, 

.l1..1. r1gh'. 

l tb.1llk what Ill', Lan411 bat ea1d, l think 
Slid ongbt to be 41a01leee4 and I th1Dk be 1e 
abaolutal7 l'1&ht, It ebould be a •Ue4 
fl'Oot. 

1111 .. Slle7 llhoa14 be oonY1ooe4 that the 
qual1t7 ot bank ex••'Dtt1oa, 1te aoouraor 
an4 eo oo, w1ll be ent1Nl7 u:plored 1D th1e 
baal'1DC 1D a noopal'th&D a&DDil', the7 ought 
to be 11111111g to ..,. that - to the Bank, 
'!bare 1a YOill' opportuoUJ' to ... t the 
a1na,1oa.• !he Federal, u l 11114eretao4, 
4oeaa•' II:Dow &DJ'th1DC about tbe ebow oaaee 
prooee41118 and U 1t perteotlJ' n14ent troa 
Slle II&Dk'• letter that the1l' lawrer 4o .. n 1t 
bow &DJ'th1DC ot the ezhtenoe ot the 
poea1b1l1tr ot tbat tJ'Pe ot prooe4we. !her 
treat thee a• 1t U ba4 alrea4J' beeo 111U•tal7 
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4Ml4el 'b7 tM OollpUollU' Of the biiBQ'o 

Wllr.._! po•.tbl• _,. ot oaJ'l')'1ac out JOIII' 
u.._.-~ ~. w an aow la tbl proo••• 
of P'Uillr Ule ebow -· ONeS' Ollto. It 'WOII14 
be to ban the re4el'al. eu la at tb.l• ...... 
e114oree tb11 thlJic, an4 then ba'l'e the~! wrlte 
a let11es' to the Bank of Ahrloa N71J1c that 
tble aetho4 ba• thelr eaUre appl"'Yal and 
tba:r 4oa1t nat to talte an:r aoUoa wblob 
would oollfilot w1 th ~h prooadUl'e. 

Yee, that le azaotl:r lt. 

I th1Dlt 1t we oould thlDJt ot a wa:r to brlDg 
thea 1D ...... toda7, po .. lbl:r --

I thlDJt that h a good thlng. 

But I would like :rou people to ooneider the 
taot that thle ebow oau .. thlng - we oan 
go right ahea4, no utter what an:r lenlt 
Dlreotor or an:rbodJ' elee ea)'e. I thlDlt 1t 
ought to go out th1e week it U 1e going at 
all. 

We eet Frlda:r ae a eort ot dead-line. We 
don 1 t ltnow bow long 1t would talte. 

B.li.Jrl What do :rou tblnlt, &441et 

Oreenbawu I tb1Dlt 'l'el'J' etrongl:r that we ebould take 
aotloa. !be polat that :rou aede betore tbat 
the ~le prooeu ot thle order to ehow 
oauee le not an:r tinal aotioD and therefore 
1t an:r ot the Dlreotore ot the Bank are golng 
to latroduoe eo .. thlng, and I hope there wlll 
ba a ooeeibi11t:r in that d1reotioa, th1e 
4oeaalt toreoloee t~. 

Delaao 1 I reall7 thlDlt llr. lllaa thlnb, :rou ltnow, 
that lla,}'be we are goiag to take en il'l'8'1'0oabla 
etep here. Jobod:r ltnowe about tble ehow ouea 
tblng. 

H. I!.Jrl la'l'l J'OU got aD7 BON thOU&iltet 

Lan4iel lo, I would lllte to talk the" oYer with the 
othU'e. 

• 

• 
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llqM :rou ooul4 pt ~ Pe4eral ~e~e people 
1A ~e anei'IIOOn. 

GreenbaWII I wo'lll.4 lUe '<I eee that. We ehoal4 1mow 

J'OleJI 

K. M.Jr: 

Bell: 

J'OleJI 

H.M.Jr: 

J'OleJI 

R. M.Jr: 

Bell: 

FoleJI 

vbat thaT han wruun to tile Bank. We 4oa't 
eYen lmov that. It 1e Yel"J' 1apo:rtant, ae Dean 
Lan41e ea14, the. t we IIbov a W1Ue4 front be:re 
an4 that theJ anever appropr1atel)". 

VhT not call Eoolee and OrovleJt 

Bell will be tile 11&11 to do U. He baa Juat 
gotten a letter troa Eoolee otter1ag h1a 
cooperation. 

All r1gbt, I will t17 1t. Wo'lll.d JOU suggest 
that thaT br1ag tbe1r OoWiaelt 

AnTbo4T theJ van t. 

I tli.1Dit tba t wul4 be all r1gbt. B hu got 
to be a united front an4 1t w can 't get U 
bT tile ord1n&17 VB71 ae a laet reeort ve o&D 
so to tile Pree1dent, and I th1nlr. 1t w are 
go1ng to have a aeeUng with the Federal that 
Crowle)" ought to e1t 1n, too. Then we haYe 
got thoee three ageno1ee. 

There would be no objeot1on to the adY1aore 
e1ttlftg 1n at that aeeUagt 

Oh det1n1tel)", I want thea to e1t 1n. Wh1le 
I va• th1nlr1ng about 1t, 1t JOU are go1.ag '<I 
haYe a aeettag th1e afternoon, tobT not ult 
an obeener to ooae OYer troa II.E.O. t !hen 
:rou han got th.e whole llhooUng aetoh. flleJ 
are 1Aterested 1n tile llhow oauee order. AIIT­
~ag that I h&Ye ea1d tod&T 1e OnlJ a euggeet1on 
with a queeUon aarlt. I u Juet throwiag out 
euggesUone. It JOU ba4 thea all hare, than -

Ie tile II.E.O. 1ntereeted 1n th1e Banlt endt 

ThaT are, •an, to the extent that 1t bae quUe 
a 41reot bearing on tile aoou:raoT of tile 
:repreeentat1one that frane-Aaer1oa hae aade 
to the e.t.o. 1n the reg1etrat1on etateaent. 
In other vorde, frane-AIIer1oa owne a Y81'J 
l.arp bloolt of etoolt of tile Banlt an4 vbat 

• 
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that •'ook h wort;b baa. a 41rao' baarlJIIr -
'ha frana-AMI'loa prooH41Daa batora 'ha 
1.1.0. 

%' ••••• 'o •• 1' vaa a aepara'• prooeed1Ag. 

Yea, bu' 1t ha• •o• bearlnc. 

No bea1'111C on the B&llk end, •u 1·• a bear1ag 
on tha 'rra~~a-AII.r1oa ell4 • 

On the Balik end 111aotar ae t h e value ot the 
Balik 1 e a to cit 1a oonoern.a.. 

I tb.lnk what the leoretar7 •&J• 1a ot the 
utaoat s..porta~~oe, tha' 70U have aoae sort 
Of a UJ1U'1ed Oaapa1p1, 1t JOU V&llt to U81 that 
word, un1r1ed progru, Their taot1oa are 
perteotl7 obY1oua. !ht7 are trying 'o ehow 
'hat eo•thiag e111.hter 1e up when the 
hcrat&l'J hae oonrereno .. with the Comptroller 
on thh. 'fhen the7 run to the Federal to tr, 
to break up eometh1ng there and I am go111g 
to euggeet before th11 at'ernoon eome rurtber 
etepa with P.D.I.O, and I think it ie eeeential 
that whatever prograa ie agreed upon , the order 
to show oauee or &111 other atepe to be taken, 
&hall be a unified action. I think s.z.o. and 
Federal ehould be on. 

0&11 we get ·aome agreement on tba exaa1ner, 
Xr. lecret&l'Jt 

Well, again, put that up to t h .. e people. 

I .. VC'J eat1et1.a.. 

Vhot 

De&ll Bate• or K1oh1ga~~. Ve had b1a 111 lut 
J'rid&J a~~d he IIICit the Coarptroller a11d DIUI Bell. 

I .. 1atht1ed with h11 recommendation. 

That looka ver1 good, 

lee 7ou arter 4:;o. 

• 
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ATLANTA QA "AN 11 1141A l9to JAN II AI I 0 1 

TRS Y D~PT 

OTTLEY WILL ATTEND CONrERENCt TUESDAY JANUA~Y IIXTE~NTH AI 

LAURA L BAIRD 

IECY TO ·~ OTT LEY 
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Jlool, J'r'Mt<ln oo­
Cclll>trDUer of tbe c.-.._,. 
'lub1Jlitou, D.C. 

0 

rh1ll w1ll eo~e receipt of ;your letter of Deo-'>er 28th 
aDd of copies encl.oeed therewith of a letter add.re11ecl bJ 7011 to Ill'. 
A. P. GialniDi on Dec .-her 12th ond a letter to Ill', !Yerard dated 
Dea.her 28th. 

51. 

These co_.,1cat.10DAI hne had rq c.....tal a tt..,Uon. I be ... , 
aim• rq retoam lete ill .laeut 19.39, etter a ti.tt..., -ths abe..,.• ill 
!Urope, eode&Tored to acquaint rqeelt with the prorrioua correspcmd..,.e 
betnen )'O'Ill" office lllld the ~~&~~q- of the Blink of Aar1ca !l.t.• S.A. 

I rlah to aq at thia tiae that, 'While I aa not ill aeoord with 
so• of Ill' • .l.P.Giam1D1'a pollciea, perticularq the unlial.ted e:oq>aD­
eion of the llenk of .lJoerica throu&h the purchue of local hlnks and 
have treel;y upreaeed rq 't'i- to Ill'. G1ann1n1 and will ccatinue to do 
so 1 I heft fllll faith ill h1a eiDceritT of purpose and h1a illtecrit:r. 

I realise that thtre are ill the Pre&eat oolld1t1on of the Ballk 
probl- that reqa1u aerioo» att..,t1al of the UDa&emt, thlt -­
cetJ.e and cont.imle4 .ttorta aholll4 be ...Se toward tbei.r 1 olat1<>11. lD 
rq oP1zl1cc1 the -t ~ ot t-e 1a· the afar ooacolltrati<lll ill rMl eetat.e, I~ ... t be Nldtted, hawner, that a .,..at ilpoo..._t baa bee 
...Se ill th1a reepeet. The CCIII;reheeift letter of 1be Board ot Director& 
dated Dec-.... 12th l'ft1an ill dat.all the ... eta critillaed liT the 
lat.ional llenk -iller lUll! ahcora the progreea a~CIIIP11ahed liT the BaJIIr 
in all • ttens 1IDdar crit1o1a. 

lD conoluaion, pendt me to 1 tate that I deepl.T r egret thlt 
1t hu not been poll1ble to reach an -.mderetud1nc betn.., :rour otfica 
awl t he -a~ of the BeDk. 
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Dee llr. ~· 
• 

Oclpl.- ~ ,_ l.nte ~ 1111 I 12 to ............ .. 
a4 ot ~ 1-'\e 1a ~ lllml .._ noelftt 11i1 • t• 1lldala I ..._ ,... 

I t.D a ~ n.w ttt 111r 1'111 ,,..,.tiN u a ~ 
ot ... lalt.... .. •• to ~- .. au. ........ lau-l.lalt 
.&11\ t• ... '-' ~ ttf .......... 1 .. 61pod-.-; 

lla t.be put ,_ 11114 a au t~w ar.etGn ~ t~w 1a1t 111m1 
linD .allll a"-U.Ia to ,_ ~ _. I ..u- lan .......... • 
~wit!>,_ _.ns-, u ,.. rta p<w n.a 7W _, 7W-
'P'"_. to..,.. • a •• • *lab llaft .._ ...s. Sa t.11e ..,.. •• poa... 
U... 1a ropz« to cart •• ar1Uci_. .....,uu.ae. 

Yar ,...tU.. 1a ropz« to ... 
9 9 7 'cieel 1'- 11 ,;sm.. 

clllt tw • to m1 a'mf, u • V•. I ..U. ,_ 't'1.w tald 
• liiMIII14 oa.up ~ - .- _,,,,_ ot WJaN • ,.. .. p; s­
.._ I reoa\ LiP 'N1 ll!r tM .ltllriea Paz 1" 1 0 S J 11- a 
)~'Met dq ftlM ttf ~ ... ,.. ,,,_ - tltla * ~ 
- Olft'ie4 ..... lalt ...... 

Iaa.., tMt,.. 111m1 .._ lllni1IW w' •• ftlwt.tca 
~ ~ t.11e"""" lla tMt • •as •·• ... ..t .._ _.. 
aft1lebll to ... Pftlla~ till - tlwt it - 8ft -tl•'!tll W 
,.. - t.bet tt .., ut. .._ a •'r.ef ._ .- 7 7- &.;; •·• 
C '4 I• ., m1 a'·edt'll S.. tllat U. Jllllt r•aa• an nailalde 
to,.,.. 

...... date ot lit d 121 1"' tM ftreu\el fw_ ... M 
,.. a ftlrT ~ .... \ ~ tM ...... 1a -UUIWIJ &I W -

U... D-.l.f'MftlrT~to•ua~wlllmltMt 

*'At -~- ... ,... 

Regraded Unclassified
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• II .._I flit tM ~ I .. =t' bell ... 
rct·tpt'll JW. U a MG'iac tee Sa I ltir ftUl tM 
~ tMe * ...alU. flit tM 11IM flit -.sa& 
•u..t ~ _. ent.p ~ 

..... u.s. rat ... ,. .u1 - ... It .. to ' nt ...... ,. , ... ~.""" ....... .... 
tldiip U - I _. ........ .n.tac - flit _. -••u••U.. 

tttMrrtd•••• •t.~w,_ 
.u1 JW ~ ~ ,_ CIIIpt I a\ tM foA flit tM 
.......... ..scs-1 flit w. lcMS' ........ u w _, 

z...--.,.L ..... 
-IIUMl. 
• ..,., Muc ltr 
....... eM .. 

Its,..._,._.., 

G 4 ta 1 1• t4 tM Gu: I 
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_ • .,. • r __ _ , ( _ 1 _ ~~ 11 _ ~- 1: •I 
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fl I r r. rlr ~ • ~ ~~ !!~f 11 r'r . I· I 
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I 

f ti i Ji til i I j iJ i;!l ~ I 
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.... \be '" .... ~ u tllat ~ ~ - .-nt•• .. .,.._, 
liiDk1JIC lawe, loa\ Uuir.,.. 1d.ol..U~ 111111' W \be W11J ~'M ....._ ~ 

Tbq .. N IMr, 11114 ._ \be 8eorfta7 ot Ull !i'III.M'J ot ~ 
tM 1.- _.. atriotJ.T lUll arbi~ 1a tbe .... ot -..Jt of .._l'ioe \IIIII 1a 
otMr ...... 

Tbl ~ liN Dot. r.pliecl to \be -u. _. .-Ia perallel - u 
.,-0 a...U.llle .,.. •t laft1o1atJ.T ~· \o trw O&lll'l-1'-. 

fbe ~ po1D\ with ~t.1N•Joile pr16l to Ull "'-N of JII<CJ-~ 
bU becl cbalbd. "QP IV 1u11t ot .&Mr1oa eiaoe \be bonlc1"1 bol.1cla;r eerq 1a 1933· 

Ill t.be f- ot 11111 procraa, illoq l.IMl \be ao\1- ot tile 1aontc7 
o! tile !r&UarT ~· 

tlfJI)(ff e.uoo ao, '1'111[ IIII'Q' ra r rt uww :111 w • ro ornca 
TB!t 1JU. DIIIDilDU 1'l!'IIIIWr ,_ !Ill J&nllllL llllfiDI) flB!D dD aD 
JJ'I'LICA!ICJI roll ... 8!lft CJAI!TIR. 

!ba\1 ot O&W'HI WU DG\ \be d..SZ.eol 11ipl1.UOD of \be IM-1p1a a\ ello 
Tbq Hl\41ra\e4 \beT llllft DO qurre1 with 111.\Mr &\ate or Datioaal bellk WI!, 
bitt •req tbe ... n1a\ra\1GD ·ot \1» •tioool. WI! IV llerJ' _,... .... , 

It woaJA - tla\ & ~ of da4pea\ ,ra•it7 I»• ~ poM4 IV tM 
01en1ph, .lre \be ll&u-1 bonlr1n&laa be1al ~ JII'CIPel'q &d ~.bollt 
b1u1 

• • • • • 
S.. - 21e of tile prucr- ot lullt of -.no. u attude4 ia & ,_ ' 

of t.be bult•a s- ..-t f• -' ,._.., Ita JII'Ot1\ .-1 loN a\&t \ 
(u co,.>areol liJ \be.._._ 11114 pMJ<a""' landth 1br tla tint t!a.) 1br \be 
J&&r eade4 Doo.-a 3L, 1939. Ol 1 r• u tol.lclna 
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• 

., ., ., 
~b.-~ J7,1S1,5 ,.a6a,OOO ··"'·-
~~-s.-• rt as,,..,_, 24oJ.Il.llllo u.-.oao 
l*kOM o-. ell"fi.Ma _. •-•=IM •••• •ntr 12~*W 

QroN ... 71o-.,.al'1 ..,..,,.. ~ ,9110.000 

~,.u u.,4'1,.... 12.4'11,000 u.m.oao 
a.lor1ee ,.u u.-.~,. l$,Sl5,10D ~ ...... 
,_.. uA J'DD) :WI I 'e s,-.,.o u.•.- -----
~~ ........ t.m.•• ----- -----

0pa Iiiii s- •• ,..ue as.m.- ...... 
~ llolld "''"'t• 4.-.~ "'"•oao ,,.-.-...... 4J"'•t:l'1 6,25J,OOO -----
~·--

~~ 1,1~,972 -----
rcrllica~•"" ;A.U 

, .• , .. ----- -----
M,....ut 12,,,. 14o",... ~.-

~,.u ••• ••• ••• 

1111. 1.a WldiYw.t )ft4ta a.•.-a 4.,,_ ~.-

Proft\ ,_-- tlo» '""' 

Regraded Unclassified



IIAIDIO II JIIIIUL 91 IGIID - .•w••LP ~ W 
axiiWliJ BrAID Ill .aw, &1110 1:. hill -ITL C . ...... 

l'oa1l>U1t;:r tat t• deft~u at t• -.1 -u.c 
ot t• atooltllaldera ot Bat ot .t.rioa, 1 . !. 6 8. A. , ldcht renU 
1a t-J.q t• o.\Joowq ,..._ t• osan••• ...,..a ot t• 
baalt aDd t• Cooop\rolln 1 a ottioa to tonal at tatS. ot t• Pederal 
~Mrte 80&1'1! wu - 1A ob........,t qurtere 7&.Urtlq. 'fMt -Ia 
Ill ... utullt;:r WOI1ld lOOt ba -~ to t• bllllt -..- bod 
baall illdieat.ecl la7 t ... e>qlnUUa ot l'Nal.dat L. I. Ot -tnt te 
atockllool4are ooa 'I'IIMdq an.n.o.. 

Ollt ot -t 6pm t• Mriaa ot - ll1De direct 
cc •catiooaa b.. tM Cc;ttollfto dia~ u Mrlq- t!U­
patcbed to director. ot tM Milt -•rhe a J)W'1ocl tro. Sept ollt w 
13, 19)8, to llcro'siiiAr lS, lut, wu cleriftll 18d1catioa tat aach 
a proca..U..C bod b- re-t.ecll7 iatiat.ecl u coataaplat.ecl at 
laaii1A,toe, altboucla it appMred 7&.Urtlq tMt tla&a tar DO ut1ooa 
1a tlaia clirectiaa -.. 7at beea t.all:aa • 

.&ctuel17, 11Dder t bo laa, aucb proce..unca, it tU., 
woul<l ba priftta llld t1Dd.i.Dp it ...Sa qaiaat. baalt -.eMDt., IIOIIlAI 
DOt ba publlibabla. 

Dwt.em'n·t.top to Rtailt 

!Mt tile poaaibUit;:r wu •tariall7 1JsCJ'HMil b7 tile 
direct cMcl.araUOD8 ot l'Na,._t Ilia•••• reapactiJI& tile attitaile 
t• naq t pu:paaad to t.all:a relatift to didd..U, 'ialatiooaa 
aDd oap1tal, ......s 1Jsnit.ela, tlleoa daclarau ... ~to 
tonal. ~ ot clatara1lsatima to reaiat. tile federal ...,.,.....,. 
NM!ep wlaicll tile bat - ·a t repra u 0 ubit.ftr7 ..t 
Wap1.• 

Baeeaat.iooaa ot a alaitt to a atata b&Dit carter ..S. la7 
Preaid.eat G1 mntwt to riattbold•ra al.H wre _.._ ..... 1a b•nt1al 
quartare . 

• 
Regraded Unclassified



• • 
rn.e ., n he At=. 

Ia lepl qurWre " ... rs-w - \1M _ ... -­
.. nioa w.ld ••NU'ill' -' to ba _.s. or a - nata 
cbort.Nd but Uld accpdAU. bJ it. ot toM ....W ot u. _, 
natlooal bllllt wllicll woald ,.._ ba UqU4&W, alaoe 1t. wu poi&Wcl 
out tbat ,...._ federal ........,DI la it 1e DDt pHiible to treuter 
a banlt hoa nat.iOD&l to nate obal'Wr. 

Etten of INCll a allitt, 1t r•ra1 lleMntt Uld Federal 
Dapoait Iuvanoe Corp. ~P "re bal4 b7 tba nn ~tate but 
u would. appear iDnital>le 1n -~~a ollup, w.l,d ba to,_ tba 
banlt rr- ...S.r wtbol'it;r of tba 0011pboller'a ottioe bat to leaft 
1t wbjact to Federal Be- Uld I'DIC u wll u IWW nculaU..,. 

n.t. U.. of~ ncpated b7 Mr. G!e•lnl ......t 
na~ to relata 1te.U to ot.Mr puot1 ot 1111 eta~ 1n wll1cll 
be .,., at pa1ne to &I8Ul'e atooklloldan U.t 1n Wuh1.nctca caaferanoea, 
tba ......-nt bed -.....u.s o...e:lderew Uld ~ treataamt• 
at tba llaDda ot Clll.1nu X.O Crolllq of tile J'DIC Uld otloa- bnk'nl 
wtbodtiel not NpNMDtiq tba 'fNUWT Dapart.mrt Uld tba 
Coaaptrollar' 1 ott101. 

liN Sqpenlr lq1nr' 

Tlllt U. proponl ot a allitt to ataw charter would. be 
bea:lde tile • Uaw quatioe 1t oert1ticat1oo ot t.be banlt .......-t 
to tile !Weral .._"" Bovd tor baarlnll aader Mctloo 30 ot tbe 
8anlt1q .Act ot 1933 took plue batON tba ollaap ...,. aadartaba 
-led apparet. 

!lin toM 1.lne ba- , .. (11 -··· -Wntlmal and tho 
ottioe ot tba c:a.puoller ....s.r U. S.Oret&J7 ot tba 'fNUWT 11 
CletlnitalT jolned lrT tba ectloe ot U. atockllol4arl ' -tlq, -
1n11T o.ld ""' ba lftdacl. Tba wiDle - wu 1n c111Unct cont.rut 
to tba talk ot -.1 reporWc1 c.t..- 1q1011 tba lltnaU... at ..... 
inltoa lalt tal.ll-+1•1 to a ~nr<hl• a4jut.wt. 

MaM te !!ert:'• wm''nf'" 

Regraded Unclassified



• • -j. • 

lA a Ra~\ \Ia\ -'- el• 1 ~ u cloab\ftal J.a tMo 

lut eypw1n•t1oa ....... to ..,, .. ,ooo or OlllT l .].d, ... 01-tat 

poia\ed 011\ \!at 16,491,000 ot \IIU - •u ... ,.....ted 117 \Ia 

cl.&N1t1ecl par\ ot ~ llew- \be real\}" ""''JI"'"'•• ad \Ia 

bank tor torocloood ....,...u.. parclaood boll \Ia bat. 'J'bo bulk 

11&1\.,. ... at COilt.oadl \Ia\ \beH UH\1 &zoe doabttul, 
• 

I\ WU 1a 4S a\ ot 1\1 9iwa ... l&Uft \o - ot 1\1 

nal\7 &H0\1 1\ now laol4a 4kortl1', \Ia\ \Ia lllllt """*' .lllarioa 

.lppralaal eo. w appra1 .. \Jan propert.lq ntll ... 11111to nat.c~ to 111 

...... tlila 1'ill.J, ~ \o \ COD-\S.., I\ W&l J.a41. 

cot.d \o Ill npoa \lila _....,. \Ia\ \Ia eo.ptzollor, 1a bU •• A:1r 

15 latter to diroa\on, OZ<!aro4 tlat t<),ooo,ooo 11o writ- ott, ua4 

\Ia\ \Ia bulk' a laa\ Jll)illalaod eta'-\ llo roriaocl ad .... Ualaod 

toptber nth a na-t •Mriac \1111 t9,ooo,ooo u ~. 

X.. -c\S<a ri\11 tbU ~. lr. Q!pp!n! 11&14 

tlat be laid IQ&PI\ed \Ia\ \Ia - WOillA llo w1ll1al& \o l.e\ \Ia ~ 

&0 \o a Joint appra11&1 ot till ...,.,t.aollor, \Ia Cel1tlma1a nato 

""PII'lnt.oadoilt ot bub ua4 \Ia ~raJ. Dopna1 t X...u- Corp. , ad 

ab14o 117 \Ia ... nlto. 

lr. Ghnn!n! ~ -~~ ot lab na~ \o M apoelU.. 

ot \be ~ procre• ot lul< ot .tooorlca, por\1CIIIlaa'~ .,..... till 

laa\ tl .. ,....., ...... 1\1 ...... -·· '· .... ..,...,,~ 
eooplaUc Oil \Ill pr,..._ ada 1a ~ o1Ma1t1&&U.. ot ~ -
'i'll'iou -•n•\iou. 'J'boao Ill poia\ed 011\ dropped hGa 2.d • 
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Jlr. G14nn1n1 
1
8 1'or.&J. report OD tba baak1a opooratiou tor 

1939, 1D additi .. to extanaift -t apoe tba buaiaeee, CClOltaiDe4 
tba tol1owio& --as up o.t ioc-1 

S.eeiptu 
hoeloaoa 
hOD eeeur11;r imeat..nta 
S.rriCM, 1'Ha, neowriaa, etc. 

lllcpeaaeao 
Selariea aad •mcee 
Iatenet OD deposita 
Tu:ea ad aa .. a-ata 
otbor opooratiDc expeuea 

Total opooratiDc expeuea 

~preciatioo aDd uortiaatiOD 
lluer.. to ftdiiOe aa .. ta 

~·· 1>-.pl.a 

Special """" tor tonip ~ 
Dirideoda 

Bal&Dce to 8UrplDa 

• 

$37,151,991 
2.S ,390, 999 
9 . 170. 027 

71, 913,017 

16, S09, .S.S7 
12,473,400 

.S,322,o6o 
9 .271. 550 

43 , .S82, .S67 

4,311,312 
4,999,927 
1 . 2Q6. 114 

17,743,077 

.s,3.S.S,I34 
9 .6oo.ogo 

Regraded Unclassified
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-•·wrna_, 

~ 
....... J-lUo II AMFot.-~ I I 

...., ......... ~r •• -..~ ............................ . 
-~ • ........ ._.un .,._ !fta L. L " 'rl 1 " dfat ett- llllllr 

et a.rs... Sa - 11 '- JWW.... •• .,.,, t ... \lllat 1 uta; 

1.1111 ~ ot ~-- ot aU ..u-1 -...., .a ~ • :a-. • I 

• -. ...S llaTe ~ ~ left 1a .. ....,. I a p1ac- IU'<- \o .. • 

~., ....... ii!R pn=t •- A~ '- p1Me • .. !laM.• 

•• ... tbn ........ M .S, Ml ... I • 11"•1 U .,, ......... 

• 

' 7 
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J-., u. lHO - N U110 

hq. ller .. e\Ma al& lot ....... , -l• et - .. .,.., 0.. ,_,-....,. 

1a •tfert w U.all .,.a. "' _,ltu '117 lh "'-· w tM 

-'" , ...,._. b \M '"'' •e .._.., ••- h a - le \lot n,lll\ 
u ... u .. _,.. .... rll w.u.... Ill', ....... u.. aa a.-. fer 

-·-\lot ....... -\11- ""· .. , ............. •t \lot 
a. et Aa.. l , t,., .. ._. U..\ lot aa t~~WcM!eUe w \lot-.-
lr. lle ... a\Ma r.,l' .. • 1.\t 1 - ., ~'II lotn. l\ h w pftWe\ \lot 
utaneb et ..,.elwn et all ea\. "'-· - J'M\ aa 1 ... aa 1 • 
~~era - lot.,. .., , ..... let\ u ., ~, 1 • .. l-. w -u- w 

u .. npnleee et .., a-. U..t ..., ""'''''' -· tU te , ,._ • 
., ~ottt.• Ill'. llerpaU.. o\tell»t '' al_.• ••• ~oh, It ..,, 
-..,. 'Mea - ...,. \lot ...,, .. uer et \lot o.n..., w \lot lt .• et Aa. 
- ....u .. , Wt•w ..,, .. u ... lt ..,, .. _._,la,.a u 
.._,.. t • \lot '""*· lla4IJ'• .. ,__ aa aeiiM -\lotr lie o\lU 
r .... ..a u. __ , et l e,telaU• '117 a.... ta tarelaata -
bolU... ; e'u al- \lot 1laae \lot\ lie lote , .,.,._. la prn. 
rtara. lo ,.,u.a U..\ lie eUU fa'Nn 1 ... h &ttl w\UI \M -

bol&l1« _ , '7 ~-•\lea, 1 1\ ll.., w a...., "'' 1 w.lcl l llto \1 

- u..e a. -w. a-...., u,• •· ....... - .. w..a. 1o u­
palat& .-., lot au .. , u~~e -. - • - llelthc - -
lata a 1-.1 eH,p, -..,..,\lot 1eeal -. rep,__ \lie 1eeal 

1lull ,.,_1 w\UI Ue - ... or\, - .,.reta \lie 1-.1 -
t ... - _,...,.uw pelet, er \lot 1-.1 ,,.,, ' "'1- ef .... 

--al\7 ""1& 'M lee\ etp\ ef, 
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Mr. fo11 S•Uh caa probabl7 c .. o &D4 
lo w!rlnc later thlo aftorDoon 

Nr. OUlo7 oan pro'oabl7 eo•• 8114 11 
w!rlnc thle attorDOon or to .. rrow 
.. rDIDio 
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~~ j(fi~!f~ fS~~~ ~'i ! f f'~:! ~ ~ 
5•' ~·!~llf · ~ ~irlt~ ~!~~~ ~ ftiiiH : i 

~t,fr lt~l[ie :;'fi~ ~~ti!~ § 
~ ; ... ll:' I .. ~ ~ "I. . I i r 1 ~~~ :. r ~if~ ; 
~ f .. i ..... • ra.r .. £~~~~ ,~, ( 1 ~:: 

i~fl. fi f . i 
!~! l!ti~~~~ r:~~iJ .i}~ii !~~~~~; 
~il ~r;{,.~f 'l•f~r !1 :~~· fxJr11 1 

r ~~iFar ~.glf1 1f~ 
f~ o;•rJJ!r i'J~!~ irr~J ~.f~il 
lf i 8!'r!!t lrft' r~s:i f!:riiH 
·~ J'l(~~~~ f~:!:tf ft:l' !!rtr! 

§ 

I 
1:: • 

ir . !~tfr ! r:~~~~ ~rill ~:~"i 
r. ,.-•• ~~ ~fnr• fW· ~~n· . i 

• 

I 
I 

Regraded Unclassified



•• •• If .. a ax ................ 
....... , ,,.., .., ... ,....a a Ill., .. ...,......_ 

..u, • na-. Zs; • .. au ••• ....... 
•• ZllsUr ......... ...,.. ,_ .._ lls1·-· ........... 

;l( ' 
'ee411•..U~UIStsM.t.-.ase_,__,_ ... . a' 71 

r.. u. .tftse .._ a.. Oat t • a •=• .... 1111&8 &. a Ill I 
.. ..._. .. UIS siDes • liAs_,.. l. Ia UIS -~1.S.'•x I HIIU 11ow1.F 

lro ftnJ- ... a sbl ,_ • slft•o 

(la1~~ s. a. r., -.o 

llhsl/UI• 

67 

Regraded Unclassified



• 

.. .... 
~ • 

• 

' 
~ r 

• • ' • 

• 

• • 

• 

• 

Regraded Unclassified



... f? 1 ... en ' 
' .... rea..,.. \ 

lr • ._,J I ,....., ........ gl 1¢•'-
••,•-•• '"~ 1 4 a "• ....... fll- e s A .,._ ..., .. ,_ ..,._.,a ••..-.1 ... _... ... rest n • ,..".au... I ' .. I 11.,., ............. - .... --..,. .. _ ,,, .,. .. ,....._.I a ... fll_.ill ,.,._ 

.... -121840 

( !Y) r~ Q.,o . .... 

f •' tyttJ•• • 
(~) B, lloe; atbs, J~, 

a I 

Regraded Unclassified



• 

,_ r •'"',_ ~ ._ .,.. .., ,.., .,......, -:::::~ 
............ al ......... ........ -fll•• 111M et 0 r-. ... _, .._. _.. 0 I ......._ ..._-
U.. flltte- 5 .. S I,..._ .. __ 

~-· ........... ~-~ ..... 15 .. 

twWeJftll "• ,_ _, __ u••WM5 5....,. lq .. 
..,.urw • ... n a 5s! ,,. 1a ...,. ,.. '! 1 

.. •• , e•r. 1 .,. IMP •.... ~ .. aa 
fllN 5 • •••••._,. ... ue• 2 :. ... ---. .. 4 7 o~ n 
.. ,..al .a. •• • • .. .-.~ .. a 2 .. ..,.._ 
, .... ,.......... . .. ..-.1 ........ ... 
~ ... t ttn•t&U .... ,. a ,..__.., ..... ~ 
....... 5""" .... , r,. ................ .. 
-· 1°17lal ......... , ,,. 

a:uua .Nll ... 

(11 .... ) .,... ... Del- ' 

6 a' ,,_.,... .. 

tl'lll I) B. • # * n, If, 

'u •"4 II bll B s 

• Regraded Unclassified



.. __ 

JAil 1 2 1940 

,_ ,,.., s.ar-u., \11-. 1a •"•....,. • eon ot ... ....a. 
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llollar'• Olt1ca 1a .,......_, ... oiiM - ~ \lOa c-p~ 

lhOI&U .. , ..... \lie t•u....tat ... _ ~ ..u- .ua .,. 0- "' ..... 

1 . ~"" t~~e n,.n ., ==•·u• at u.. laall, 

2. rua a ..nif1aa"' hi- - _ ... . , Clolft ...... or \lie 

roctaro1 a.- OJ • - t• -. ..-J. at u.. dir-• a'"' .tr­

ot \M ...., ,. •-' \e ... h. )0 et .* h"d .. Ae\ et l ?.lJ, u4 

l o ._, - eUiar .., twt'hr ..U• .. •1 M ,.., • ..,. 11!7 
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oniCll or COL!P'!'BOLLU or Tllil Clll!l!EliCT 
'l.lSHIIIOO'OII, D, C, 

I . 

?2 

'li'!W!EAS, lle.lllc of Acerica llatloaal TNit. and Saviaga .loaoc14tlon , 

San J'rancloco , Callfomia, 1a now and haa boon at all tl.tlea hereiaaftor 

oont ionod, doing busineao as a national banking aaaocintion under the 

lfatlonal lle.lllc Act; and 

WHEREAS·, S. AndrianO, w. ! . Blauer . Leon Bocqueraz:, Dr. G, J , 

Cabllori, J. Coregb1no, John A. Corotto , J'red L. Dreher, !f__. D. Fennioore, 

r . I. ntnt. , Jr,, Dr. A. B. Giannini, A. P, Giano.J..nl, George J , Gl.anniai, 

L. M., Giannini , J.. J. Goek, WA.rabe.ll Bale , c. u, Ha.tiaa, JohD &, Marble, 

liar'7 .l, llanora, Yo. Wallace lleln, Acgolo l'etrl , Dr. Celeatlne J , 

SU111Tan, 1 . R. Tbur'ber, and J , Zentner are now di rector• ot the Bank 

of Acerioa Nati onal Truot and S&vinga .laaocla tlon: and 

u . 

lrHtREAS, on SepteQber 13, 19)8, tho Acting Comptrol ler of the 

Currency tranamlttod to Nat ional !6nk !Xacinor R. £. -'• P~or, at 

Regraded Unclassified
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Loa A.,.loo, California, a telecN, a cop)' of which h attached 

hereto, deolcn-ted ao "Exhibit A" and h berob7 I.Acorporated and 

mode port of thlo Order, in whicb tbe Act lnc Co-,ptroller of tho 

Currency made certain recoaoendat l ono or ouccootiono baaed on tbe 

report or examination of tbe Bonk completed April 20, 19}8. and which 

telei"OJI wao road by 'latUD&l ll!u>k Emlllner R. E. A. Pal.,.r on 

Septo•bor 13, 19}8. to tbe Board of Directoro of tbo Bonk of Allerica 

Jotloaal 'l'ruot and Savia.p Aasociatioa, and 

III. 

IK!REAS, on September 23, 19}8. the Actlnc Comptroller of tbe 
• 

Currency trantmitted to the :SOard of Directoro of the l!anlc of Allorica 

National Truat and Savings Aaaociation a letter, a copy of which io 

attached horoto designated eo "Exhibit B" and lo hereby incorporated 

Ia and made a part of thla Order, in wblch tbo Acting Comptroller of 

the CUrr-ency JDrado corto.in recomendat1on• or •uccoet1ona, Meed on the 

report of er.c.alnat1on of tbe Benk, completed Septe•ber 15, 19}8; and 

Il'. 

11KEl!!:AS, on April 14, 1939, the C011ptroller of tbe Currencr 

tranealttod to the :SOard of Directoro of tbo Bonk of ..... rice liational 

'l'ruot and Savla.p Aoooclatlon a letter. a copJ of which 1o attached 

beroto doolgnatod as "Exhibit c• and lo b• roby Incorporated in and 

made a part of thh Order, in which tbe Comptroller of the Currencr 

made certain recommendation• or oucgcotiono baaed on tbo report of 

<lWilnatlon or t be !aDic, co10pleted J'ebruarr 28. 1939; and 

73 
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"'1'41, oa ~ )1, 19)9, U.. a..tnller ot tile Qua w, 

traulliUo4 to tile ~ of lllrectOft ot U.. .U ot -rloa .. l oal 

,,.t aD4 ll&naca Aaooolatl.,.. a letter, a oow of wllioh 1o attaobo4 

hereto 4eolpah4 11 "ZZIllbU 1)0 ea4 1o henb7 lacorpo .. te4 la ea4 

ae4o a pari ot tllio Or«er, la wllicb tile ~troller of tbe Cllrnac7 

MAo, ...,DC othen , tbe followliiC r oaawoadatl- or -•U­
baoe4 on tbe r eport ot ouaiaa\loa of tbe a.z,k, o.-plote4 ol\llJ 21, 

19391 

(a) !be uoaoaln 4&'11- ._,, ot 19.~ obol&l4 bo ........,.., 

(b) !be uadeJ'oooOePltalloe4 ooa4ltloa of the - .,., bo 

HM41e4; 

(o) !be ......,., olaaa1tle4 ao l oao lD tbe nport of n••­

U oa, o.-plote4 ol'lll7 21, 19}9. totall1DC tl}.517·~·69· 

1111ot bo charp4 ott pn.pt17,' aD4 uatll ouch looooo ..,. 

che.rp4 off aD4 e4e'l"fttO neorno oatabUebe4 DO f lartller 

4lT14ea4a olloul4 bo -laro4 or ,.UI 

( 4) !be baleaoo of t2o272o659·55· eo - lD tbe nport ot 

- ... u oa, o.-plote4 h17 21, 1939 (pace 2, laoort 71 

- 1, laMrl 16), ot tbe -·· n~eut, lua-•• 

nHrn t or u.. tim tl()O,OOO, OUTlet with treea­

-rlca -..t Oorporetloe. IIMN14 bo nturae4 la oaob 

t o tile llallltl 
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(p) 

• • - It-, 

!be 1arp lille .of ore4U to .l. o. It- 11114 allt.a 

lnteruh, ohon la the report of .... laetloa, oo.-

plele4 JUl7 21, 1939 (pace 2. tuen lit pace 1, 

inaerta 16 to 11~ ae totalliDC ,7,62J,239.31 , of which 

,3,618,000,.. elanltle4 •u• 1D the report ot e:ra»­

tnattoa, coapleted JU17 21, 1939, ~•t be pro~l7 

CllMDl1o4 or aatlafacto~ collateral p1•4&<'4 '*'I< of 

the Una; 

(f) Vlolationa ot aectioa 5136 of the Be•leod Statutea ot 

1173. •• ... nded (u.s.c. title 12. aec, 24t o.s.c., 
Sup. IT, title 12, aec, 24), aa ehown in the report 

of exaainatl on, completed JUl7 21, 1939, (PD«< 2) , 

muat be el iminated and diocontinuod; 

(c) Violntiona of eeetlon 5137 of the Re•ieed Statutee of 

1173, •• ... naod (o.s.c. title 12, aec. 29). •• ahown 

in the report of ei&Dlnatton, coap1ett4 JU17 21, 1939 

(pace 2, wen 1) , ... t be eUIIinated Nl4 cUeeontlnued; 

(b) Tlolatlon ot eocUon 5200 ot tbe llntotd Statuteo ot 

1173. ae ...naea (o.a.c. title 12, aec . ~~ o.s.c~ SUp, 

IT, tltle 12, oec. 14), ae ohown 1n the report of 

exam1natlon, completed JUl7 21, 1939 (pap 2),ouet be 

elialnated and d1econt1nued: and 

(i) Violation• ot oection 24 of tbt ~~eral Reaor.e .let, ae 

..,.Jided (u.s. c., SUp. tv, Utle 12, oee. 371). ao ohown 

75 
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in t.luo report ot ezamination, coq~leted JlllT 21, 1939 ~ 

c- 2, inaert 1), IIIWit be el1111inate4 and diacontiDUed; 

aDd 

n . 

'fi!ZRW, more than lllO cla,y1! have el&paed oinoe uoUfication 

to tba kDk ot Jllllriea National 'l'ruat &1ld Saviftco .boooi&Uon bf 

latter ot JlllT 31, 193!1, referred to In Y abon, of the reoo-Dd&­

t lono or ._otioDO ot the Coq>troller of tbe Curre110y , 'hued on tbe 

report of ezamiJiation, eo~:~pletecl JlllT 21, 1!139, and t.luo Bank hal not 

eo~Zpliod with tbe - to tbe satbfaotion of the Co1111tro1Jor of tbe 

Currency ln opite of letters of warniJIC fl'om tho CO"''trollor of the 

Currane:r utad October 2, 1939 and December 12, 193!>, copieo of which 

are at taohed here to a.e lxh1 bi ta l!: &1ld 'I roapec t1vol:r and aro bore by 

incorporated . in and aade part of this Order: aDd 

YII. 

1rlr!:~Ul.&S, !.. p, caann1n1, Chairman of tho Board of Dirtctora 

of tbe Bank, ref'Uaed to coq>l7 wit!1. the requot of tho Co"''troller of 

tho Currone:r tbet be tranami t to the 41roo ton cop loa of tbe Colll>­

troller of the Curronc:r•o lothr dated December 12, 1939, a.e ohown by 

the letter fro• J., p, Giannini, dated December 22, 1939, a cow of 

• hlch h attaohod beroto as Exhibit G and 11 boreby incorporated in 

all4 made a part of thio Order: and 

1fiii)RlU.S, R. p, lt'rerard, Soorotary of tbo Board of Directors 

ot tho B&Dlt, failed to eompl7 with tho r~quoo t of tho Co1111troller of 

tho ~renoy that be transmit to tbe dirootoro copleo of the oald 

' 

?6 

• 
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letter of Doeember.l2, 1939, u &bon b7 tboo letter hom t1Joo eo~ 

troller of the Gurreooy , dated December 28, 19390 tboo telep&m f rom tboo 

CO"''troller of tho Curror>cy, dated Janu&r)' 20 1940, and tboo telecnm 

trom a. P. lverarcl , dated Ja:ttUM7 4, 1040, oopiu of which are a ttached 

bereto aa !xh1b1to R, I , and J reopeeti,.e].J' an4 aro hereb7 ii>Corporatocl 

1o end made a part of th1o Orclor; and 

nn. 
1IIIZliiAS. 

(a) '!'be e:muain 4!,.14eDd rate of 19, 2l' hao oot been 

re<hlced aDd the !anlc aDd ito boud ot director• cont-. 

plate the continuance of an exoeooive diYideDd rate; 

(b) The !anlc hat oot obta.inod additional capital! 

(a) Tho !anlc has nat char&od ott the amount elaaoitiod ao 

loaa b7 the emminor 1o the report of emmination, 

eocpleted Jul7 21, 1939, aDd bolo continued to pq 

4!,.14eDdo without charcill& ott ruch loueo and eatab-

lioh1nc adequate reoer.-oo; 

(d) '!he Bank has telaon no ot8po to ban the balance 1o ita 

f!4elit)' 1osuraaee reoo,.,.o carried with ~ranoamoriea 

General Corporation retw-ned to tboo !anlcl 

( o) '!'he larco line of ero41 t to .L o. Stewart end. allied 

intoroato haa not been auttioiontl)' curtailed or 

aath!aetoey collateral pladCod back of the lino1 

Regraded Unclassified
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(f) ""' lui< bu aot elt&nato4 Ul4 4leooau ... t ell of tile 

rlolaUoao of ••cUoD 51)6 of tile lterloo4 ftant11, u 

... D4od cu.s.c. titlo 12, ooc. 241 u.a.c. tap. rr, 
title 12, eoc. 24); 

(c) '!'he BaDk bao not eUa1aata4 aD4 41ocontlDUo4 all of tho 

Yiolatlono ot oecUon 5137 cf the Rnloed St&tuteo, ao 

... 11414 (U.s.c. title 12, oec. 29)1 

(h) '!'he BaDk hao not el1111.aaU4 aD4 41ocont1lllle4 tho 

vlolat l on of oectl cn 5200 of t bo Brrloe4 Statuteo of 

un .... amended (u,s.c. titlo 1.2, oec . 84; u.s.c. Sup. 

IY, tltle 12, ooc, 84); 

(l) '!'he Bank hao net elllll.n&ted and dloccntlnuod all of the 

vlo1atlono of oectlon 24 cf tho J'oderal Reool'Yo Act, &I 

amended (u;s.c. sup, n. tltlo 12, oec. 371): aD4 

IX. 

111!1RIAS, the CoiiiPtl'Oller of tho CU1'1'011C7 1o of the opWcn 

(1) that the report of ezomnatlon of the llult of .t..erlca lt\tlonal 

truat and SoYlDCO booelatlcn, eo"'Plote4 Jul)' 21, 1939, ohould be pn~· 

lllhcd pnrouant to oecUon 5240 of the Renoo4 StAtuteo of 1!73. u 

... ?4e4 (U,s.c, Sup, IY, t ltle 12, oec . ~11) aD4 nlnet)' 4&)'11 notlce 

thereof clven ao p1'0Yl4e4 ln oal4 oootloo, (2) that a col'tlflcete for 

the r eiiOYal cf tho 4lrectoro aD4 oftlcero of oa ld llult Jlllrou&nt to 

oectlon ~ of tho Bankln« Act of 1933 (u.s. c. tltlo 12, oec, 77) ahoul4 

b<> tranolll.tte4 to tho Joar4 of Oovornoro of tbo J'otoral Re""" S)'lte•, 

Regraded Unclassified
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oD4 (J) tblot otbor &lid fUrther !\etlan abOilld 'bot nlt•p " • ""'T 'be pJ'OTldod 

b7 ln"; Md 

1. 

~REAS. tho Co~trollcr of tbo CUrrone:y c!colreo t o provido 
• 

rllbln Ollld al.noty ~· "" .opportunity to tbe ofticl. L of ilooriea 

llatloDAl Truat 8lld ~vtaco .UeoelAtlon, ancl. s. hcl.r1Ano, c . 1!, l!altfr, 

r. ::. Jlaw: r , X..on l!ocqucras, Dr, G, I. Caclhrl, J , Clre~~Uno, Jobn A. 

Corotto, frotd L. Dreher, "'f •• D. Pe·m:tt..oro, l . Y. ntn.t, J'r., Dr. ~ H. 

GiAnnW, !, p, GiannW, Clorge J, G1CJU>ll>.l, L. 11, GiAnntl>.l, !. J , 

Ooek, J.l•roball llale, C, 1, llamrua, Jobn 1 , llarblo, Bar17 A. llusera, 

Vm, ~llaeo lloln, Angelo Petri, Dr, Col eot l ne J, SUllivAn, 1. R. 

Tbur'bor, and J , Zentner, dlreetoro of tbo :s..n1< of .lmorlca National 

Tnat and Savlnp .Ueoc1atlon, or tbe1r duly 011thorhed Npreoontat1Yeo, 

lo appear 'before the Oo~:~ptroller of the CUrren~ or lllo duly authorised 

reprtaent attve, and abow CftU&G 

(a) 1lb;y tho r eport of unlnatlon of t ile llaolc of .lllcrlea 

:!11\tlonal \'nat and S&Ylaco !oooelAtlon, COIIPleted J'ul7 

21. 1939, obould not 1lo publlobo4 punuo.nt to oectlon 

~ of the Rovioed statut eo of 1173, •• ... 114od (U, S, C, 

SUp, IV. title 12, oeo. 411), otter D1net7 417• f~ tho 

date of aorvl eo of tb1o Orderl 

(b) Wb:y tile Oo~troller of t be CUrroDOJ' obould aot ti'IUilllllt 

to t ho Board of Govorao" of tile h4e ral Re .. ..., ~~­

a ccrtltl eate for tbe re.ooval of dl reoto" and offlcen 

Regraded Unclassified
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of tba INit puJ'W&IIt to oecUoy )J of tbe .llaatlDC Act 

or 1933 (u. s.~. title 12, oec . 77)1 &D4 

(o) llbT tho Comptroller ct tho Ourroao7 ohoul4 aot tab 

ouch other e.n4 fUrther action u mq be proTidAI4 b)' 

le•. 
107 'liiDUOIII, 1t 1o bereb)' ordered b7 tho Co:rptrollcr ct 

t be CllJ't U C)'I 

(1) !bat tbio Order be aer,..d on tba a&14 4irectora b)' 

fort'IU41DC b)' r octatorcd 8&11 to tba Secret....,. of tba 

Board of Diractoro of tbo llalllt of J.loerlca latlonol 

• 

T~•t and Savinga 1aooc1at1on a copy of ouch Order for 

each of aRid diroctora. pureuant to tho reaolution ot 

t ho lloard <Tt Dlrectora of t .ho llfu>]c, dated Soptember 

JO. 1938, requeoti.Dg that all CCIMIDII.Dlcatlona to tbe 

lloard or Dlrectora fro• tho Comptroller of tbo Cw-renc7 

be trace&it ted throuch the Seorotary of the lloer4 or 

D1roctoro1 

(2) !hat the !lo4>k of .llacrlca latlonal T~et ADd 5aviD«S 

.Uoooiatlon 116 notified b7 oorrice of thle Order on tbe 

dlrectora of the Bank of tho prepooed publlce tlon of 

tho r eport of e~tion of ea14 Bank comp1et • 4 Jul7 

21, 1939, pureuant to Section ~24o of tho Rcv1oe4 

Statuto• or 1873• u emended (u.s.o. Sup. IV, title 12, 

a&e . 481), nlnet7 da)'o after the dote of eervice of 

.. 

-
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tllie Ol*r, or at ...,II later 4&\e u \1M eo..trollllr ot 

tile OlanetloT M¥ 4etel'lll .. l 
e . 

!bat tile alDe\7 ~ 1 ootloe prior to pablloattoa ot a 

npon ot -'-uUoa, proY14e4 tor iD eeot1011 52110 ot 

tile lenee4 lltatutu ot un .•• ••ad.a C11.1. c" .llllp. 

R Utle 12, ••c. ~1), ollall becia to ND troa tbe 

date ot receipt ot tbh Ora.r b,r tile lecreta17 ot tile 

loar4 ot llirectore ot tile lllaDk ot U.rice •u.....l 
""-t aDd SaYiap uooclatlon; aD4 

(4) !bat a cloud beartac becin on tbl 

151!o, at 10100 o'oloclo: .L. 11. at tile ottloe ot tbe Collp­

' troller of tbo CurreD07 in tbe TreaoW')' Ju1141DC, 

1fuh1.qton. D. c., and continue thereafter at .ucb tlMI 

aD4 plac•o a• tbe ~troller ot tile Dllrr•IIC7 -.;r 

COIIptrollor ot tile CUreac7. 

• 
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(Cow) 

• 

·ll I J. PeJ.IW' 
835 B V S.11MD Ju.i141Dc 
Loa J.ace1ao Qelltonl.a 

• 

. Tou are I.Joatrach4 peraollell7 t o unoa U.. bou-4 of 
4.1rectoro llulr: ot .I.IW'loa, :latlollel tra.t u4 llaTiiiP 
J.uoc1aUOD, ISaa Jrazociooo, Calltonl.a, IIIIo are ••t.­
l.ac there to4q ~ the toll~ -

• Ill rtw of the 'CIU&tlataotor)' 1141at oo..U Uoa of the 
'bul<, ot other rael •'-ta lD UMao ot tllo,ooo,ooo 
oarr114 lD loau u4 41accnmto u4 lD U.. •-1t111 
..,.,..t, of o.r.a cre4Ho ot t6, 000,000 ot other 
u- oarr1a4 lD aueta ot queoUOIIaltll 'ftlua u4 ot 
tb.o -.recata ot aueta claoolt114 u 4oal>t1'al u4 
1ouea, U 11 iJoperaUft the\ ~be IGI'IIiiiP of tba 'bul< 
'be u.aa4 to wrHa oft u4 re4w:la \col< 'ftlua of I1ICb aa­
uta. l otvi\batall41uc U.. ooii41Uoll .. outll1114 a\oft 
1>114 tho tao t that the 41rt41114 poll OJ bu 'belli repaat.-
1417 or1Uolae4 \be 41rt41114 rata hoe 'belli NpeG\1417 
1DOI'ICIIIe4 tr... 4.~ lD 1933 to PI'•••' rata ot 19.~ 
!1>11 ait•Uoa - 41a<Niae4 at lac\11 '117 the Chlat ..., 
Uollel llulr: Pneteer lD lfuh1uctoa with the Cbat.._ 
of tho liO<II'Il lD J~ 11114-'- with U.. Tioa Pral1-
4ollt IIJI4 Oteb!- of the Jlulr: I.D .liii&'Mt of thla JMI'o 
111 U.. opla1oa ot tho CcttU..U• of tho Cla:rreDOJ tho 
4aolaraUoa ot-41~ at Wa tt. W<Nl4, 1alaaa 
proper prortlloa tor IWIPI or1Uolao4 .... to ... tS..t 
81141, 'be .... -tt.. aa -.fo u4 ._ ....... JlftOUOI lD 
oo11411othc tho ..._, ... ot tho ""*· Aolool'4.l.llll tbo 
ca.,u..u. ot tM CWJIDOQ' JIILI'I1aat to looUoa JO ot 
U.. I 0 ''II .lot ot 19JJ ben'b7 wna tbo liMit. ita ot• 
fioara, u.. boar4 ot 41racilora 0114 tho ....,.. tboreot 
t o 41aooau- naSa ....to· 11114 _._. :pnouoa.• 

.. -
il...:. ... •• 
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DI'P"'t -AIIIIIft 

!oar4 of Direct on, 
10111< of .AIIerieo. JatloDAl 'l'ruat 111>4 Sa..UC. .Uoociat1011, 
SOli J'rancilco, c..l.itornia. 

O.ntl•""" 

.. .. 
• • 

!be report ot oma'MtiOD ot 70TSr ballk, ca.plotod ~b.r 15, 11M 
l>oCD rocoiYod 111>4 rOYDAla JD'Il0tieall7 tho •- critioi- u lboft ill 
prm<N.I reporta . !be JIIU'POIO ot thou criticl.na Alll ot tbo or1Ue1-
lot fort.h in thil lottor la to aaaiot tbo Board of DirHton ill a eo~ 
otructiTO IIIOoiiDOr to protoct tho 1Dteroato ot tho depolitora u vall ,.. ot 
tho aho.roholdora of your baDlc. 

Tour attoDtioD 11 ctlroctc4 t o tho """"'Mr'a co-ta 1ID4ar the ~ 
1z>c ot "'Uatorleo.l 11..-..o ot .Uaato ill 0ooara1• atarti.Dc 011 JIOP 2 ot t.ha 
conaol14atc4 report . .A. coiiP"'"'ti'fO ......,., o\'Or tho -t tiTc ;ree.ra rnaala 
tbot tho prialrJ piU'J>Oae of t.ho -t appear• to be tbot of publi~ 
inc larcc oarmnce otc.t ..... to 111>4 tho paJ~~Cnt of ....,..,.iDDrO<\aing 1ll-n4-
vbo4 41Tidonda rnthor than a frCUllr: rocopl tioD of tbo nuct prcbl.,.. of 
the bonk and a doairo to allooato tbo ballk'a oanW>p toward the IUIOrtl­
tion of h osoD aDd """"nimble aauto, tho eroatiOD of o4aquato roa....,.oa 
llll4 t.ha eorreot1011 ot tho llaDic'a llll4ar-capltal1oad e0Ddit1011. !be _._ 
IIOllt ot tbo l>a:>lt hill paniatODU7 eoDtaatad the •-',...'• olaaaUioation ot auah, hill 4atlll4od UDI>on!rnb\a aaaota , aDd ho.a ranl7 e4aittad loaaaa 
and el>erpd tbool ott TCllDltarilJ. · 

83 

0.. :pace 3, 1Doort 2, there io ahovD Wider •:r.arce L1Da1° the onanalon ot eroclU t o 'h'DDI-ica Ooi'J)OratioD aDd ito wlllidiarioa, which hM 1>aee 
oritieiaocl for ,...,,, IIUI'OCDUJIC approzSA&tal7 •76,000,000, or ill ..., ... 
ot ono aD4 o-hal.t ts- u.a capital 1tocll: of t.ha bak. n 1• 110tad \bat 
t.ho 10-eo.llod •o.ruteo4 r.oa...• _, t o . 5.500,000 ill roaD4 -hr1. 
!hia .. cnmt ahould bo tu11.7 collAtonliaod 1>7 readily .....tctal>la aacar1Uoe, 
Pl'ttiCUlarl7 ill Tiov of the DOthod uaocl t o oliaiDato t.ho ooDU.Cta ot the 
Into,...Jaortea OorporatioD 1>7 writ1J>C 'liP 11111 ted 8tataa Nl4 -ioipal aa­
CIIJ'itioa opproxU..tol7 tlii,OOO,OOO 111>4 appl71JIC U.t _ , aa a cra41t oa 
IUch eoatr...,ta, vhiah war. t.haa l.D41aatad to haTe......, .a.q.talJ aiCIU'M 
b7 I>G:riaotc.'bla oollAtaral, n 1a t.ha poaiUOD ot the Qftloa of the ~ 
troller of U. eurr-a, t.hat theao oonU.Ch ahou14 lla't'O 1>aee olt.aillatad, 
DOt 1>7 a "Ocll:oDiJIC ot t.ha uaet co..U\1011 of the loa~~: tUo'QIIl vrit iJIC ,. 
Cattc.iD aneta aa 1D41cato4 al>O'ft, bu.t 1>7 aot.l colleotioa. vi\h 8ZIT 
4ofieto..., toke~~ earo of out of tho aowriUaa Jllodca4• 
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SinCe ~ee.r]J' part or 1932 it h.os be011 t.be benk'a policJ to ..u 
pro.,....uoa ACCiuirod bJ the bnnlc to t.ba Calltom14 tancl8, Incorpor"tod, an4 
tllo ~pit.::l ~'UI)' undor eontru.ets. At t.be tiM of the atUiin:ltiCII ot 
Ill• btln)r, t.bu MIOUIIta 'llh1ch t.beiiU ool'J)Ornt1ona OW.)d tho bank bJ roa8011 or 
t.heee contrGCta end 'll!lich I'JII?unts woru o:.rriod in tho ueeta of t.bo bank, 
were •• roUewu 

C411!orn1c tm.da, Inc. 
C4pit4l COI!tl411Y 

111• C..Utorn1c Londa, Incorp-r:.ted w::s lllrtbcr indobtod to the bank 1n 
...,..,t or i)Sl,Ol6,19 end th" C:lpit<.l Cotornrv Cllte<l the bttnk a lllrt.her sua 
or $1,44),~.65, IW\Icing, w!.t.b tb3 t.bco\·c, t.b" totl\l indebtedness of theso 
t110 ~~ to th<> benlc S4l,S33,40J.JO, 

111th roforence to tha ccntnct.a of the C..Utornil Loncla, Incorporated 
~nd ~pitnl ~. tha balk 1Dintaine t.bnt ro.' l oet.~to 011084 bJ t.be lxml< 
1a eold tmdor oontinuintl ocntrncts '!1 til tbo two foroco1nc """'1"'1\188. Aa 
• result of tha terms and conditions of thoeo ccntrncta the benk is enabled 
to cerry po.rcola ot lAnd, which Are either unao.lonbl~ or c.~ <~~ly bo 
llquiclo.tod nt a eubat:mt1nl looa, for :u1 unl11111tod pori'XI of yiJiira, tbroua!> 
t.bo d>'lico or crediting tho !'roc->cds or tho al'.lo of A ctvon po.rcal as a 
PA,_,nt on t.hv bt:.lcnco o t th.> tot.u contrncta 1nstood of trenting ~cb 
tranMoUon ns :>n 1ndividu.u item. 

It oppoara tlult no :-ay:;-onts wero roquirod on thoao CCIItinuing con­
tre.cta !or " period of t•ro yam-a, n:-.mly, t.hrolli)h 1934 CUid 19JS, foUCid.ng 
llhich ono-tonth of th .; purchnac prica boCIUID P'lfablo 1n 19)6 l!lld " li.~o 
IUIOUnt o.•ch yc:u- th,ro::.!tor for tan ;years. TQXO~ on such lmd arg pdd 
by t.bo b.'\Jik, Prc~bl.J' .title does not pens with tho oxocution of the 
cantr:.et. ill of thea~ contr.lcts arc c:.rricd in 1"'11' lOMe and diacounta, 
but 1n raallt)- they appoar to r..-;:>rcscnt •Other Ro.>l Bst<lto Ooned•. '!he 
liJilent t<:ru and condi tiona of the ccntr"cta oro auch thD.t tbia arr~ 
&olllt CCIIat1tutca in f ".Ct au-~7 M aga'IC)' ov-t r.ncl not A bona tide 
solo. In tho opinicn or the Caoptrollcr of tlw Currency tbia real ostato 
oboulcl b.) ai>O'Il'l as euch on tb.: books of tb~ 1>:n1t end eo ahown 1n futuro 
publiShed Nporta of tho bt-.nlc, 

A roe:>p1tul,.tion of the <'.JIIOunt inv, atod 1n hi'Jlld.n;: houaea, lllrnituro 
and tixturoa l!lld ot.bor roel ostat o 'limed 1s abown on pnao 14, iru:ert 1, 
and aegrcgatca tn, 66o,26S. )'.l, including contraote or tho C4lltorn1c lrulda, 
Inc., And c~pit4l Conlpeny, totr,llna m. ?)9,)46.46, pro'liously rororr~ to. 
Those &N 1nclud~d 1n this schodulo to show proporly t.hu bttnk' s antiro 
rc:ll cGt~to invoatmonta. O! the nggrogato o! W?, 660,26S.39 thJ t11110unt or 
..47,63S,l66,6? roproaooto b.1nldng houaoa md oquipn~cnt, nnd '.i49,9'7S,0.)8,?2 
rcproaanto other rol\l ostate ownod. l!han ll4,004, U6.02 o! actunl and 
Ptobnbl.: !orucloiiUI'oa on r~ cstntc lo.-na CArried in loans lllcl discounts, 
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Attontim io oleo d1ractod to tho concontre~ticn ot orodl.t 1n t111f 
diract and endora<>d linea of A. 0. Stowut. agroptJnc ::.0,088,00),96 
•• oot out on pace a, in~~vrta lh-17 and 101 and tho Pac1l1o Coast 
llortg"ll• Compt>ny in :mount ot S2,92s,ooo.oo, '" lhoom en pace a, 1naort 
19, ot which ooqnny, Nr. A. 0, StO!T.!J't 1o !"'OSidont t.nd " diroctor 1n 
add.iti'>n to bo1n~ o major at:>elchold<>r. P=tiolllnr ottcntim 1o dlroot-
ed t o th• natur<> ot tb.l ooll:lteral socur1nc those l1n3a :mel to the ....,.. 
.ants in ooM<>ction thJl'O'IIith, as act f<rtb Cl'l tbo ilwcrta ab<m> rctarrod 
to. • 

!boN are ,.. carriod 1n tho Intcrnst.1cx:'ll B:UIId.nc Do;xu tu:mt, SaD 
Ptt.nciaoo, cxteno:l.ona Wldcr ~ Cr<.d1t... lucoly 12ndor th4 •0on:11n 
St.mdat1ll ~"to, ncSN&ati.q! 117,964,961.76 or Whioh $?,820,66o, 78, 
oro clMaU'ied os tollcwao • 

Slow 
DollbttuJ. 
Los• 

At tho t1"" ot th3 October 14, 1936 oxo•unnti'>n " loss of jl,ooo,ooo.oo 
wue oatimtod cnd. eubaoqwmtly charged ott on thoa<~ itOI'ID. By verbal ncroo­
mont a liltll MOUnt wca to have bean charged ott at OACh ouocoodini oxnmina­
ticn untU tho Ol'UIWlt olns.ulod as dcubt.tul, 'lllliob roproaontod the ox­
chanl;c loao, wna coapl.:toly ollnin'ltod. At th3 U..O ot tho A~ ~. 1937 
C%Mi.nation tho ccnaj~; .. llllllt refused to chor&3 ott tho aco<~>4,ast1Jietod lON 
ot 41.,000, 000.00 ond it 1a 1neludod in tho ;rcaant olnaeU1W leas ot 
$2,ooo,ooo.oo. Kcwov3r, c r..'CODt coasmico.tion tr':fl tM bcnk ot:1toa thot 
on A~ 13, 19)8 en c:ld1ti-:nal rcc .. >"fu ot {,1;000,000.00 NJ>roaont.inc 
th~ lo10 ost1m toe!. in tho AprU 20, 1937 rc;>crt, b:le b.xl> t.r:lllaf<m"'-d to 
tbc In torn ,u .,.w. B:mldnc Dc;xlrtacnt, Klkl.nc M auroc:rt-o of $2,000 ,ooo.oo, 
widen b.'" loo3n applled. to roc1Dc3 tbo c..'U"171nl Ylluo ot tbo80 "saota. C.'lll-

• ~ th~ro J'<ll::.ina on addl. t1 -:=1 looe of )l,ooo,ooo.oo ,.,t to be 
oht.rcod off 1n orc1.or to COI'lPlJ' with tho Y...rbnl c.a:roo-cnt e~bcw"' rotorrod 
to. &>th th3 ICJ"' ..,nt 1uld clasGitioaticna r.ro b.:liewod. te b... U!loral 
and th~ oxoh<lnc~ loea should ocntinuo to b.: w..rcod oCt at tbo nto of 
n,ooo,ooo.oo at 04ch euccood.1ng oXI\IIlnetion. Thie """'"'anent ia o:lleidcr­
ably lltli'O lenient than tbo ohArp o!fa YOlunt.:rU;r ...ado b:r other lar&c 114-
tien-:J. bonka holdi~ tboeo obligaticne. 

On po.p J , ineort 1; 12ndor tbo acho..,lo •LoMe oxc.~odin& tho 11a1ta 
prcecribod by Sootion 5200 of the R..'Yi:lod Stetutoe•, thoro oro Ustod 
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~bllpti""• >r Tr:nii<'.J>:rie~ O>!'p"rothn ond cblJ.& U!:na er ••rt.o1n 
..,b11cl1.:rlD1 th"n;or in ""ich tb~ Ccruor<lU"n c.rna or c=r,le ., "'J•><ity 
!Jit..rolt, ''<TOI"ti"' 123, ll3,lS2. 07, r~sultinc in r. ~,ill,lS2. ~7 ..,_ 
cos!iv• oxtcm&l~n or crodit. 'l'hil Yioktion ot S<>otion 5200, u.s.R.S, 
.....,t bo r..ducod t<> tho lx:nk' • lo!Pl lorudn& lbit cr ~.ooo,ooo.oo. 

Y~ur att..onti~n io dir;;ot od t o tho GNd.nor' s o .... •onto undor tho 
ho:ldiJ\. o! •S.,rds "'~ Socuri tios• rolnt1ng to cor~1n subst::n&rd. bonds 
c:rriod end the nption to purchn se sr:mtod to th. TrnM'IllOriC4 Corpnro.­
t.i'ln cov•rin; S6,600 l!baros o! No.t.ion"l. City B..'lllk ot Ncn1 Y~rk nt .48.00 
n """.rJi slso his at.o.t=to under tru c:.ption "Dond l'ritc Up•. During 
Ulo ~· 193~ "nd 1936, the r-on.~go.'Uit wrote up cert::J.n govCJru~cnt 3J'Id 
nonie.i..al 10011rit1oe in Ollie •nt ot "!',T~ximt•J.y $.14,000, 000,00 by v:riou.s 
bt»k entrl•• md •~ •liod t!l:lt e:>>UI!t ::s " roduct1cn co t~ torr>::r ~ 
IIOCllNd Inter-Ailorica cmtr:Jcts, ro!crcnce to ...,ich ""'' bri.afiy mde 
ol..,.,._,., in this lottor, Tho loss ~a sh""" in thil r~ort 1n oonnocti~ 
tdUI thie write-up oh'>Ul.d bo c:!13rgcd ott, .ond in oddiU, thLr- te, the 
~ ...UqllidD.tod portian ot tho origin.".]. llTite-•r> sho·.tld be rovorood 
In its cntiretJ. In the !Ut..a"c inv. staont ecc..,-itioa iwat be carried not 
In .:xcou or ectu·.J. cost to tlu lx:nk, less the roqulr;)d rJIOl'tbaticn . 

A dootleitor is cnt1t~d to th. _,rohotion o! r.n cdoqu.•te soun<i c~pitnl 
otructuro, According to Uto o.n:.tlysis o! co~itrl l)'lsi ti~n as """"" "" 
pt8Q 3, insert l, tho not sound C."!'it .u of yo>ll' bonk nt tho tir.lo ot ax­
!lftinoti~n lllll'>Unted to ~6,44?,599.77 ol'ter cloducting oatiMtod lossoe, 
doubtful itOMe end lhbilitios not eh"ttn en tho bo<:'ka, with deposita totD.l­
ins al,.)3S, 494,290,00, or " ratio of 1 to 14, )6, '11>o b~nk is Wldor-c~p1-
t.1l1!<A to til~ o:..-t.llt o! 't lonst ;,42,000,000. 00 without t>kin,; into con­
sic!..;r>tion ite t.t~aot conditiCJ'l. The need !or ouch a'lditionll cepit'll 
llhoulcl bu "!''X>r<llt 'In~ !OOund b.:lnld.n;: ?Olic7 dicbt)l thlrt. llt<.pa shoul<! bo 
tole"" to :>roYi<iJ it, 

An i.."90rtant critic1,., will bo !0\ID'I undor tho c.t;>ticn ·~nt 
and Su;>.rrilian by D1r ,otors•. TM r,arta or th o nrioue OCD>ittoee 
lJ'I>'int::d by tho Bo:>rd to ~ tho opor3t1,_. !Unctions o! the bonk 
a!lwld bo incorpor~tod in tho ainut.cs ot th~ Lcrti,. ot tbo Board in trU!­
tici.nt d.lt~l to b c ot v;olu.> to the ind1Yidu:1l tlCAb.lra th.:r""!• '!bo 
"""b...ra ot tho BoiU'd tuv,; :m 1.-~t dnty to ;>:r!or:t in tomulAtine tho 
p>licioa ot o,...-r.Uon or th~ brulk and scoing th.,t such polioioe uc car­
ried out by tho 1\cti'lll n3D~goa.:nt. Tho cinut.oe sh~uld oloo.rlJ a'- tho 
ncti~n, it oey, t.·Jc~ by tho Bo~rd with N!.;r,...co to •udt coc:nittoo r o­
ports, ~nd D.loo 11!\icb ~! tb .. ..,.,bers ~" rcrro or dilll;>:rovo " givon loon 
or tranacct.i:n. 
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uoossJd contr417 t.o ., cb nlllnC• III'!Ul<l b.. roat.ored to I\OOOIIIIt.a cba ed, 

'""t.h~izod ohar&Ja agninst. Mrae.nt acCO\lJlta r'liiO.in dopr>ait l ubillJ:. 
?! t.h¢ bcnk one! IIIIlS~ bo ao Nportod 1n at:>t~to of oond1t1m raularod 
~0 t '· ia officO end in publ.iJihcid ruporto, 

ao !X'~,. s, inourt 5, o.ro a!'l""" cartain lo.na l!lldo upon tho aoouritr 
of t.ho !r.nk' a 01111 stock in 'f'iol4tim of Section 5201, u.s.R,S. 'lboae 
'liol&tions all8t be oorroet.od •<1 tho 1mr etrictlr '>l>a~o>cl. 

Your !)'U'ticular att.Jntion ia dl.rocted t , tl•' rc:~!)ituletion of 
criticis«< and fixcid assoto, ah..wing the mcjor probloaa of tho b'll'lk and 
thoir rclaticr> to ita t'lt~ Mpital etructurJ , act forth 1n tho c?ncluaiona 

of t.bc ~. 'l'bo critioiacid end f1.x.lcl 1\aaota f>t the bcnl< aagrogttto 

12.26, 002jJ1), 26 book wluJ , of moich $117,818, :127. 96 is subject to aciYereo 
cllss11'1CJti:>n. 'l'bo ""rioua Mt.lre of thu prcbloas in"ft>lY...S is c'f'iclont 

oo1>cn i t 1s ~ise<l that tho oc!Yo:reol,y clcsli!iod nell3ta oxc.;cid U.o total 
C3pitol struotur~ or u.r. bnnk by IIIOI'o tJum t2s,ooo,ooo. 

'lh~ lll.lMSQ:Iont roo pcra1atontl;y ro1'Usoc1 to ~itbar rocogniao or n&d.t. 
t.hrl tl>.! uns.>tiafoctmoy c'ndl. tia1 of tho b:mk muat be correctod, 'Iho p<>at 

practice of copitolbing uncolloctod prc!1ta 1a !'larnicioua. A ecWld polley 

w::W.d necassitat • U\o proper charging oft or c!o'jll'oeiAted one! IJI\t.onla'lble 

aas.rt.s inetcad or dJterring sucb chargo-o!fa until ~ hope ot anr roOOY::ry 

hal 0000 abandcnocl, 

'lh~ """'""'"l>lnt a;>pOara to bo docdnatoc1 by tho dosiro to publiah cvor­

iJ\croasing Oj.l'ftings stotancnto . 'l'bo lxWc1 a o&minas hsvo bol.l'l utilized 
to onhancc dl.vidcnc1 ~nts to the llhs.Nholdora of Tranaamorioa Corpora­

Ucn instc:ld of being u.s<>d. to char~ ott tho bonk's losses and Dl'l.ll:o 
adoqua~o proYiai<ll for oti>.Jr criticise<l 4saeta, 'l'bc aDOunt ot di.Yidenda 

pnid b7 the bcnk has bean tlu a1b~ct. of r<JPented criticia b7 "f011ouS 
GXD~Uni>ra. Dos;>itc those ropeatod cr1tic1IWI, tho di.Yidcnd roto has bean 

Clllllttntl" inorooeo<:!. During U\o y<;:tr 1917 tho dl.'f'idand poid rcproecntod 

m or t.bo net cporlltin{, orofits or the b<:nk. 

In a tologrz to lbticncl BAnk Bxnminar Peltier, Tlhich was read b7 
Mr. ~ to th.. Board. c r Dl.r~otors or th~ b:.nk at its matins 1n Los 
Ancllcs on Sept.<n'txlr 1), t!lo position of the Cc:lrptroller of t lv.! Currency 

wit.'l Nferanco t.o tho dccluation or !l!tiY di.Yid.md ""'' clearl;y stated, ancl 

t.h' brei wna ac1viaoc1 t h:lt in his .,.,inion, tho clocl:J.raticn of cny di.Yi<lend 
At t.his tiMe would 

1 
unl.oss' propor proYiaion tor the critia1aec1 aeaota or 

tho bank ..-~ro first andc be 4nc1 oart.inuo an unee.fo and unaOW'Id prnotice 

in conducting the buaino~s of tho bonk, one!, tho CQaptroUor, pureuant to 
t.he ;x"OYisl.cna of Section ~ ot tho llonld.nl .lc1. of 19331 turtber wamcid the 

bank, its otricera tho BOl\rd or mrectore and tho ,..bore t.hoJroo! to dia­
-~uo auc.'l unaafe anc! ""*'und practice. 'lllo Office of the Coooptroller 
or the CU.rano;y ie infOI"JJId thAt, dospito thie wming, the Board of 
Dir~ctors or tho bonk c1cclMOd a dl.'f'idond withc:o~t. first haYinC •do proper 
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ol't'rlllion lor th~ criU.cieocl aaeot.e ct th.l bulle . 1lo tlrthor crt 
i.n connacUon with th:l declamUon ot thU dl:l1dond 1a boiJIC ~ado et tb1e 
Ur<1 eXCept to et~to th:.t nothing contc.inod 1n Ill', A, p, 01am1n1'• let­
t.or of Soptu:~bor 15, 19)8, nl.tcra in an)' wc:t tho 0<n:10nh eot forth 1n 
CI1J' tologr5> of Sopt ... ber l:l in roepoot of tho dccl.oreticn ot tho current 
dhiclonol. 

88 

You nro r cquoet"d to oons1dcr tho proeont luttvr nt a epoc1al nootinc 
ot thO Board cr~lod tor this ~ec1l1c !)UI';>OOJ ond t o r"Jll)' in clot4U ovor 
tho oicuturos ot tho nttcndinc ...,.boro, eottil\i out tho co""ctions of­
fJctod in o"cll ot tho cr1tic,1secl mttcra cn4 )f<IW' pana tor tho oor.tplcte 
oliz:liMU<ln ot tho eamc. Cc;>i.:>s o! )"JJll' ro;l].)' to this lottor should bo 
farr..rdod to Chief llat1mtl B:mk E:r.o.tUnor tilll""' Pront1es, Jr. 1 and 
!btio..U B:lnlc Exa:=incr L. H. Scdl3e<>Jc, lSS llontsonar7 Stroot, Rocn 110), 
531> Fl':l.ncieco, C4litbrn1n. 

• 

(Sed.) IWISHAU. R. moos 

IIARSKAIJ. R. DIGGS 
Acting Comptroller of tho CUrrenc)' 
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Bo&r4 of D1roct ora, 
Jo.D,t of J.nor1C4 W.T. and S.A., 
Sal> J'rADCheo, Cali!ornia. 

GooUOJlen: 

(cowl 

UJIIBIT 0 

jpril 14, 1939 

Copy of tho report of oxnnination of your bonk eocplotod Pob­
I'UI>ry 26 hno boon. forwardod to you for your i ntomAtlon and guidoneo in 
offoeting tho correction• nocoaoary to place your inatitut ion in a ontio­
f notorr condition. You oro urgo4 to c8lco a earetul at udy of the into,...... 
Uon eontainod therein and to t<lko tho proper otopa to lcprovo tho aaaet 
condition at every favorable opportunity. 

On PD<:G 3 there aro aohodulod under Cluai!loatlon 11\mbor II, 
$112,468,546.80: under Clnaai!ieotlon 11\mbor III, $7,5851059.97 , ond 
under Cloaoiflcntion 11\mbor IV, which r epreaont loaaoa , , 5,883,631.10. 
It h au\IDod thnt itoca under tho lnat nncod elaaoi!iec.tlon hnve nlre<>dy 

boon olini natod through ohargo off but 1n t ho event that thoy hnvo not it 
h oxpoctod that such notion will bo tlakon v ithout dolay, 

On tho oace ~o the odjuatod capitAl otructuro , nttor certain 
doductiona , is ohovn oa $102,324,220.14 , nod vlth dopotitt of 
$1,379,857,017 . 66, 1a deficient approxicatol,y $36,000,000.00 1n order to 
prortdo thn doa1rod ratio botvoon thooo GOaWlto , nod to afford .t ho proper 
protection t o creditora . It ia undoratood thnt tho nocoaaary actio~ vaa 
tnkon nt -,our coating on Karch 14 to fonmlate plana for tho 1ncrot\ao 1n 
tho ec.pit<>l of 10\U' bM!c, in e.ccordance vith your aeooro.n<hol dated Docao­
bor 15, 1938. 

~horo ia liotod on ~o 8, insert 2 , n largo line of credit t o 
tho 'l'ranaBDorica Corpora Uon and 1 to auboidi<U'ioo, a;rcrogatl"6 
$72,798 ,082,51 which has boon oubjoct to crit icise for cony ~~nrs . You 
oro urcod to oliainnto tho oauao tor thla oritiehn by roduoinc; thio con­
oontro.t1on to conoorvatlvo l1clta vith n view to ulti=toly conplctoly 
dlvorci"*l tho ntfnlro of thla Corporation froc those of tho book. Incl\14.o 
od 1n thlt concentration 11 an ..xtonaion of credit 1n tho for:> of •OW>.r..,.. 
ttod Lonna• 1n OllOUllt of $4,885,220.o6, lind "" •Option t o Purchaao" 
chon b7 tho bonk to !rana~~~»ricn Corpor.,tlon 1n the oaount of 
$2,17J,44o.oc, co•oring 45,280 thorea of \ he l at1on4l City Bclnk or lov 
Tort , horoinntt er rntorrod to. 
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b ee 1\- ..,......,, \he r--tMn ot •be ID\..-.-loa -,,.,u (to....,.lT Oo.,......uoa ot ....... 1oe -tn.ote) 1a u or~ _, 
ot 1311.314,000.00 .P•• 1a 1931 aa4 1!11» tor ~be .....,.1 fill lonee, 4ol&b\­
fU1, or otbal' auete ot nab ...... uet ... \617 CIIIAI'IOt• •• to nqutn tulr 
oUciDAUOII fi'OIII Cbe 'bult. 

Olio ot Cbe utbo4a ,,,..., 1IJ \.'bult to ...-, \ben c011tracta 
.. , tl>o wrH~ 11J> ot oertaln UnHe4 """' 11114 IIIIJUclpal l>OIIIla al>on ooot 
price 111 193b llD4 1936 111 uo1111t ot ¥14,00'1,?88,;'54, whl ell -t •• ap­
pUo4 •• a re4ucUon on \be controO\o, 

lD CODJieOUOII deb \lle 'f&l'lo ... •\bo41 \Wtcl to rM\ICI CbHe o_. 
tncto, JOVI' a HenU on 1e 0&1114 \o tiM 0.01'&1 B. BoakowUa lou 1a tbe 
"'"""'' ot ¥66,000.00 llhlell h C&1'1'114 a\ ~be Ooolitol'lllA-IIoct&OQitl7 ............... 
!bio loan 11 "CNI'I4 IV nock in Cbe --..loa CorporeUo11, 11114 tiM 
..,,..., ot .,:50,000.00 -• Cllaro-.4 ott aa4 aol4 \o the IDtu-.._rlca Corpor-
1\101> Ollllar ona ot the Ml'l¥ C<llltra.cta . !lila 1- ... INI>a_.,tlT wriu., 
"P fll!,OOO.OO on Dece:ober 7, 1935 1114 u 11441Uonal ¥9,000. 00 011 Oetober 
30, 19:16 , or a tohl ot ~1,000.00, OiD4 th11 QIIOWI\ •• on4HI4 UJ>011 tbe 
1Dur- ..... r1oa 0011\r,.o\ 1D<Ml>t-a. 15\llleeq-U¥ the ....,..., .. ot 
flO,?aO.oo u4 $9,628.00, or a to~ ot ¥2Q,ua.oo •• cll&rfleol. ott aplnet 
the \lmlY1414 profl\1 IOCO\IItt of Qoe ba.Dk 011 ~I'OJl 2S , 1938 t>Jld Oet oi>ar 
31, 19a8, reapaoti'fl}¥, but the former oredlto .., the con\ro.cce .,.,.. 110\ 
n•erat4. ~ ""' reoul t ot Cbll traneac tlon 11 \bat the aont poel Uon 
ot the 1>aD)c Wll wMlcane4 \0 tAO IX\IA\ ot .... Wl'l\1-"!'o t.DCI tbo IW..Iq\WD\ 
clwri• ott ot ¥'!0 ,ll!la.oo repreecte a 41'flrl1011 ot b&nlc Ml'lllnc• tcwar4 
the eUIIII.naUOII of •ll• oi>1~•1one ot 2'r.......,.r1D& Corporat1011 or lto 
olll>lid1ar111 . 

~ u .... to \11111 c.r\&111 cbe.r""' off porUou ot ••••• oo14 
\1114or \bo Yario~W ccm\rt.cte 111r1 reineto.te4 ao aotbe aenu ot "'" 'bult 
ao4 applle4 ••- the re4ucUon ot \lie balance dwo Willer tbe contncto. 
fil4l prooe4VI'I followe4 •• to write 11p ,,.. actin J>OrUon of lOiollll on tM 
bo.olt' • boob ae I'IJ>II.\141¥ •• tbe ·~a. collutaral apprec4tod in 
nl,. &llll tbe -1he4 J'IOO'fll'lll thu obt..1ne4 Wll'l qrltu towu4 the 
rN11DUoa ot the CUJ'J'ID\ obllpUone. ':411 • • 4olll -r •hi lutructlolll 
ot tbe ,. .. ,...,, an4 •• baae4 eo1el1 ~ <be fayoreo1e -.rltot price ot 
\bo collateral , witb<Nt repl'd. to the tinoncl el worl.b ot Cbe boi'J'overo or 
the f uliiH o\&1>111~ ot the lal'ltot. !be wri\la,; II!;> ot tbeee 1oano, ...-..... 
t4 to . lar&• 41cn• 1IJ etock in~ .. eo.,on.tlon •ole]¥ on \lie . 
""'-\11 ot 11111'1111114 a )'IJ>rtcieUGil i n ftllWI •• • rl0'4\ of u l..,.....ea 
1D \bo arltot .,..,_,.. ot \be coll,.teral eiOIII'l DC \bell, 11 wbo11T a,ecula\lve 
an4 lncondnent with IOIIDd b(11l]drJ6 1.r1nc1plolo !l'<>e e.u.ct adent t o 1>h1Cil 
1 \ICb lo..ne ., ... , Wl'i\\en "P h 110, know, out tho uaalner e\atll it 11 
Ol\imatt4 tht.t it woul4 iD'fOlYI I OYII'Il •Ul1Gil cl.o1laJ'I, 

'CAl t or ec:oin& UOIIIIU were aJltll1e4 to ..... cl \be reduction ot \M 
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0~to IUIII in tile $j01' !'OI"tiOD ot iut<:.Dooo losoeo 'lo.w l>KA aultooctuo-
11 "t1""'to4 on tho loa.na thAt ""''C '1711.tten "1'• 'ltlo a:ttont to ~oh tbo 
o!U«OII ott uooto hA"'l boon '1711. tten U? rooreoonto " 110C1l<cni"1: o:: tho uoot 
oodtioo ot tho l>ollk and the extent to nMoh the lll'ittoD u, uooto ha'IO 
;,0011 aubaoquolltl )' ohlrcod ott r<>9rooonto a dherllO!l ot l>Clnk OTo..'1to t.....,.d 
tho reduotion ot ol>UI;'lt101111 or . n-aoa ...... rioc:. c...,or .. t i OD IUIII ito ouboidl<>rioo , 
In your _,.,.,ndum 4"to4 Dooaml>or 15, 18ll8 tho otntc:tont 11 mrulo tMt tho 
book 11111 not .,.ito up on ito ltoolto the .,.,luo ot Oli:Y ot ito o.aooto, 

'ftlo Inter Alllorioa. oontro.oto ..oro a.doquotely ocwr od 1ty mrlcota.blo 
oollatoral turnlohed b7 Trano...,rioa CorporatleD ll.n( ooul4 hno been oo1-
lootod by tho u.lo ot .. oh oollatora1, 'ftlerotoro, it woul4 appoar that tbo 
applioatiano ot tho oro41to &rlainc out ot tho bon4o wrlttoD up ocDOtitutll 
the .-ldDC ot a cltt or the torginDou of a oooured dobt ot a reputedly 
aol,.Dt oorporat10D, Doitber ot wMoh o&D lto juotit1o4, &Dd o0111titutoa a 
.-t0111nc of tho uoot ooDdition ot tho l>ollk to that oxtont. 

D>o ox&lllnor a to too the t in traoiDC a tow ot tho reported roc.,.,.. 
erie• through prmoua an4 pr oaont reporto of oxaa1Dat1oc, tho following 
aro el1Nlp1oo ot tho .. tho4o rooortod to by tho Ml11c•ont to roduco tho 
ao-oallod •suarantood L0&111" of Trau .. aorioa Corporatioc at tho axponoo ot 
t.llo tanka 

(1) It appoaro thoro was a net profit ot 814, ~07 . 10 roali&ed on 
tho L.A. R1noonada Country Club property on Auguat ~0, 1937, ao~uiro4 undor 
torooloauro, whioh was ontorod aa • orodit on "&Uarontood Loanaw inetoad rf 
tho undhidod protito of tho bank, It would appoar that &llf profit roal1.•­
o4 on thh tr&Doaotion properly boloDC• to tho bank. 

(2i 'ftlo ltanlc acquired title t o tho real' ctototo ooourtDC tho II&T)' 
Glllt&or lO&D on totolter · 6, 1937 an4 oo1d it to tho Capito.l CCIIIpaD)' on Do­
ocmor 11, 1937 t or 112,447. 66, tho full OJIOUDt ot wbioh wao a44o4 to tho 
oontraot indolttodnoao of Co.p1 tal Caop<UJ;J', o.a.d tho \ o.nlo: roporto4 " rcoo-.ory 
011 thio 11110 ot $9,944. 27 wMoh ,.,, orodito4 •• " ~ont 011 tho "0\ltU"Gll­
tood Loa.DO.• A tt1W ~~~· lotor o. l ou ot 86,447,88 oo tllo oo.lo price of 
thio p<>rool to Co.pito.l CCIIIIJlOllf -• cbo.rsod ott but no portion ot tho on­
doro...,ot JIQ<Io oo tho "Clullr<Uitoo4 Loouo" wno ~ood. 81Doo the 1tClnk 
Cllly r OCilb od $7,000. 00 on thie Gooot tl..U}y, it woul4 Gppoo.r thot tho 
cl1rtorcnoo ot ~2,944, 27 ohould hlt.-n> boo• oroditod to tho l><>nk' • prorita . 

(S) On Auguot 5, 1938 tho real ooto.to known "' tho BollJIGn Doo.l 
Proportloo oo.rrio<l 1n obo.rgod ott aoooto wno purohDood 1ty tho bonlc o.a.d 
plnood 1n 1to Glloto Gt tB9,48C, OO Md thio ClliOUDt oroditod "' " roocnory 
on "Gu11r<>ntood L00110. • It 1o not undorotoo4 wby thio roal oatoto wna pur-­
ohc.aod a.nd wl!,y it ehoul4 not bo r011oYed tr010 tho "uot1 tor oaoh. 

'ftlo oo-oallod •GuD.ro.ntood Loo.no• in tho1r entirety ohoul<l be ro­
.. TOd tr010 tho uooto ot tho l>Clnk, "nd pon<I1DC ouch r...,...U ohould bo 
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1~~oqwtol7 aoeurod \ 7 ..n.t&blo oollatoral. . . 
Attar plooblc tho "OIIarlu>too<l Locuoa" .., tho ltoclta at 

te,500,000,00 "' pGrt paywoont Oil tho 111\-riaa CorporatiOil ooatrao11a 
thO ,.,...bdor at thoao ooll\J'Gota .... , oll-to<l troa tho li&Ait•a boob Oil 
JW.y 14, 1937 tbrouch tho l)llrabGoo b:y tho bGnt trOll TI"II.M .... rlaG Corpo,..... 
t10ft or 66,600 aber oa or otook iD tho llatiOIIal City Bllllk ot 11ew York at a 
arkot prh o ot $48 , 00' o. obGro, 'l'ho a took 11hua uqlliro<l wo.a aot up Oil 
tho !>GG¥'• bookl at $2,718,800, 00 <>Del "" option cr<>ll\0<1 to TI"II.M....,rioo 
corporation to l)llrobGao tho. ab:>.roa 1 t bed a old within a tho yoor period 
ot aot lou tbC>D 11, 320 ahGroa a you, 11n4or the teraa ot tho opt1011, in 
tilt noll\ tho t 11,320 ahGroa a.ro not l)llr~ba.aod in o.rtt """ yoor, tho -
•1 ooll Gt au"kot o.rtt o.c!c!itionGl ober oa DOOIUGJ'f to alee up tho dolla.r 
quota. At tho ~il'G.tian ot tho tlrat yoar .OD Jul y 14, ' 1938 tho Corpora­
tion elootod to exllroiaa i ta option o.nc! did pureba.ao 11, 320 aho.rao trOll 
tho bank . I!O'irovor, inoto<>d bt tho h<>Dk demo.nc!1nr; pGyment ot tho option 
prho or $543,360, 00 in. ao.ob, in order to olbd.Mto thGt portion of tho 
!a.ootmoot wh}oh oould ho...O. \ eon oeo01lpl11boc! throur;h the oo.lo of auttl­
oloot obo.r•• in tho ""rkot, it 11oooptod trOll ~rltoG Cor poro.tioo a.n 
Ulopl aoaoad doo<l ot truat obllption ot tho 'llootorn Pllrnl.t>aro l!!x<lho.Dc• 
CorporAtion, wbioh 11 appr-toly 7~ otn>od bJ the Capitol C~, <>Del 

rolooood o Uqllld auot ho.nnc o 111<trkot ""luo ot ~288,680,00 o.t tint tllllo. 
No uoond doed ot truot 1a aubjoat to a prior lion in to.'fOr of tho 
Motropolltan Lito lD&\Il'G.DOO C0111~ i n tho oaount ot $1,000,000,00, o.nd 
IIIlo o mturity in o.xoou ot 15 yoo.ro. Tho rOJIIQ.indor duo at tho timo ot i to 
• •ocptanoo by tho ho.Dk wno $580, 000,00 plus i ntoroet of $2,497, 22 or a 
total ot $582,497, 22 , or whioh <>mOIIDt $643,360,00 W..a t<>k011 in ooDSidon>• 
t l on ot 11,320 aho.roo of tho otoolt rctorrod to o.nd tho r...tll4or or 
IU,ln.22 wna appliod on tho dolinq110nt p~nta duo trc:a C..pitt\1 COOlpGDJ 
uodn tho ro<>.l ooto.to oontrooto. Tho loa.n lo po.y11blo t zo ,OOO, OO 0110h o1x 

.,..tha a.od 1a """ o<trriod 011 tho booko At SUO,OOO, OO o.nd lo tully dosoril>­
od 011 P"C• 8, lnaorta 27 o.nd 28 of tho roport. TOll a.re r oquoatod to 1.­

IIIOdlotoly romoTo tbio illopl o.soot trOll tho - tor oaoh. 

The "Option t o Puroho.so• t;i von by tho llllllk t o 'I'J'Gnonmorioll Corpor­
•tlon 1o now oa.rriod o.t ~2, 173,440,00 a.nd oovors 45, 280 ohAroo a.t Jlo.tioDD.l 
City B"DDc of !low York wltb a mo.rkot v<>luo of .1, 041, 440, 00 llt tho data ot 
amaolmtlon. Tho book ..,luo ot thoao ahGroa 11 turthor protootod by an 
additloo<>l ploc!r;o of 18,400 ohGroa ot tho • ...., atook, ohowlnc mrkot wluo 
a.r $42S,200, 00, Tho ocabiDod a>rlcot ""luo a.t tho otook .upportinc tho 
'boot ln....atm.>nt ot 12,173,440, 00 Q.IIIO\IDta to tl,464,640, 00, ar • looo ot 
.708,800, 00. 

Dllrinc tho p<>at oovon yooro tho bonk ho.s purouoc! tho pol1oy ot 
aolll"' tho rool oat .. to lloqulrod b7lt tbrour;b t orooloauro to c .. urornia 
lAMa, lDO., a.od c .. pi tal Compo.I~Y UDdor oontrnota, Tho indobtoc!nooa ot 
Colltornla LC>Dc!o, IDO. a t tho tilllo ot omlllimtl.on Q.lllow>tod to tl2,2S5, 7lt. 72, 

ot O'hioh .11,658,436. 09 1a a roc>l oatoto Ollloo 0 ontrnot. Tho indobUdllooo 
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o! tM CApital CCD"""' "CVOPteci t 26, 82T, a&8. 111, ot wbloll tZ4, tU,aH.III 

1, 0 ,....1 oatato ooloa ooai:....._t, 11\oae oa.Mnod oont..uota t*l 
$34,669,796.05, 

fho oontro.ot ot CalUond.o. LaMa, Ino, 1e epoellioal17 ........s 
by ... r1oue 1'01"111 proport1oo, wiiUo tho oontro.ot at tho Capital C~ 1o 
spooU'1oo.lly aoourod by 'nl1'1ouo po.r6ole ot o1ty proport)' aoqllirod b)' t ho 
hnk un<lor t'orooloeuro. On April 4, 1~4. tho oontrnoto now 1n oxs.1t.,.,0 
woro entorod into botwoon tho 'llank o.nd thooo wboll)' ownod auba1d1o.r1e>o ot 
!rOJ>O"*'rlo~ Corporation, o.nd oCU>Oollod o.ll proY1011a oontro.oto with tho oca­
ponioa, OJ>d pr oport1oa woro toltcm .,..,. llndor tho now e ontro.oto t or tho 

tolA.DOOI 4uo UDder tho tOJ""Mr ccmt'rcota . Onder thcao DOW o«1troota ell o~ 
tho proportioo woro l.noludod 1n tho to.oo """""'t ot tho obllpt10MJ ao d01m 
P"1"""t wne roqll1rod1 lo,( ot' tho to.oo o.aount duo on tho oontro.ota wo.e Pll)'­

oblo within approxiJDBtoly two yoo.ra hom tho oricinnl do.to, o.nd tho .......u ... 
inc bAlonoo po.yo.blo 1n t on o.Jinll<\l 1netollmonto. 'nlo. bllllk roto.ino t1tl o to 
tho roo.l ooto.to until it 11 ool d by Co.Ut'ornio. lAndo, lno . or Co.pito.l c .... 
poey to o third po.rty. Intoroot 11 poyoblo o.t 1" por o.nn~& on tbo looJ.OJIIIo 
d\10 and tho ltllllk P"Y• o.ll ronl ooto to to.xoa on tho proport1oo hold w>&lor 
oontroot, fho oorporo.tiolll o.ro pol'lllttod by the bc.nlc to roto.in oll ino01110 

f'r<a tho propcrtioa# loea noooaa.ary in.uro.noo oO"'''ro.'o ooa-ta . Por thoao 
roooona 1t 11 ondont thl>t tbio oontro.oturo.l o.rro.n,."""nt 11 1ntorprotod to 
oonoti tuto o. 1110ro o~onoy ..,.ro""""'t ADd not o. bono. lido oolo ao oontondod by 

tho -camont. tho rooult 11 tho.t tho roal ooto.to w>&larl)'ins thoeo oon• 
troota 1a o.otllo.lly •othor Rod Eatoto Ormod. • On pose 8 , inoort 19, tho. 
oxcuoinor abowo tho t 500 proportioa w1 th o. proaont book vo.luo ot' 
$7,044,251.19 undor tho ooritro.ot nth Cditorz'lio Lnnde, Ino . , boTO boon 
oo.rriod tor por ioda r ""Cins trom 1929 to 1~~. 1nolus1To, while on poco 8, 
inoert 21 thoro o.ro ohown 521 proport1oo und&r tho oontro.at w1 tb Copi tol 
C'"'I'Gil)' with o proeont book nluo ot ~12,n7 , 498.94 oo.rrlod t or Ulco porlodo . 

tho llat1onol 8Gnldnr; lAw proYidol thl>t no ,;.,t1oDt.l bolllr: tholl 

hold pououion ot 01>:f roo.l oeto.to oxoopt ,,. ollo.ll bo Moouo.ry in tho tro.M· 

•otion or ito buainoea, tor .. lonsor por1o4 tho.n liTO yooro. It 11 OT1do~ 
thot •• n rooult ot tho r oYiaod tol"lll& o.nd oond1t1ona or tho prooont oontro.oto 
thot tho bank 1o ono.blod to oo.rry po.roolo ot roal oato.to whioh o.ro oi thor 
unooloo.blo or oo.n only bo told at o. oubato.ntial loaa, tar "" unlimitod ,_ 
bor ot roo.ro tbrOIIch the donoo of orod1 t ine tho proooodl ot tho oo.1o ot a 
chon po.rool •• ~nt on tho looJ.onoo ot tho total oontro.oto, 1Mt•d ot 
troa tine ,.,.. ::, tro.naaot1on o.o o.n indi Y1 duo.l 1t<-.. 

Your 110thod at ho.ndllns tho bCUIIc'• other rool ooto.to by toloo te 
thooo oanpo.nioa undor oontro.ot is oonetruod o.o a Yiolo.t1on ot tho apirlt ot 
U.o low o.nd thoro.l'oro obould bo obown on your books OJ>d roportod o.a othor 
rod ooto.to awnod, Your o.vooment ato.toa that tho ltCUIIc will ol1JIIino.to. 
"Otbo.r Rool Eoto.t o• And tho roal oato.to oontroote ot tho ' •p1to.l Compo:>:f 
And Oo.Urornio. Landi, Ino . , ouoh ol!Joino.t1on to bo dUicontly purouod o.nd 

oocplotod • r Deo0111bor 15, l!Kll. 
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011 ...... U..ort 1, tllo\'0 u -- .. _ ....... 1-. to '"­

-""' ~t:l• U111 Uoe -.& ... --.u .. _. "hl'loa Ia _. <4 

pa,oef,N0,07 .tlilll ~ 11o r I o4 to tlla '-*'• ~ 1..U._1,., 

or te,aoo,eoo.oo wttbou' ...e.o w.,. till.• 'flolat&• <4 loftlea uoo. Vol• 

a.a .. _. Uotod la tllo prootou npaft 11ft appw q~ • .. ._ 11u ~ 

tol<GD to o11aiao.to tllo oo.~ tw ll'lttola. 

Dodlaot:lJII $11,406,111.11 f/11- lD o4.....,.. lltlo II <4 t11o 

~ou-1 BOIIdJIC lot thoro raam tlf1,000,l01,18 <4 ILI.l oiiiGr .,... <4 

roo1 ootl>to 1oo.no ot .tlicm til, 701,tea. 07, ... a.pproat.a.to1:r 11qC 11 ..,.joet 

to odToroo oluait1oAt:loo. ot tho orit1o11o4 I'OCll o'""to 1-

~).2,SI.4,019,U rojlroaoDt <liawoao i-, ot wllioh totiLI. 886 illdl'liduol 

1- totiLI.inc tr,aea,Ha.oo vo ...-.u,. ...so.. torool,_.o u I'Cm>Alo4 '117 

tho toroo1oiiiJ'o roeorda <4 tho 'IMullt ...,. tho rw>idor roproo.,.. prollablo 

toroo1 oi\IJ'oa iD tho cpll11• <4 tllo t1o14 ore! Ml'l• Ill Tiow ot paet _. 

poriOilOO it 11 DOt ....UkolJ that tJio ajOI' portlOD f4 tho i'- ...SO.. toro­

olo&\U'O w111 llltlJOAtol.¥ roault 11l othor I'OCll oetoto owao4, 

011 P"&O a, 11laort 7, t11o ore!""" *toe thAt &I 1- "CCFFP._ 

1"1 ~8,f7l,S71.16 oo.rrl.o4 lD aa bnMboe uo aoourod 11l pcu-t '117 ?,tae.a abD.roo 

ot .tho boDt1a ...,. ltooko It h """'"t....S tht ..... .,... •ablor tblt.t tlda 

Kttor hila lto01l lAr&olJ oorrooto4. You c.ro roquo• to toko pr..pt aet:t.on 

to oorroot thh •ttor 11111oh h a rlolation ot Soetion 6201, u.s. a.s,, i1l 

uoor4o.Doo with JOIU ~claW Dauror 16. lSJal. 

Oil paco 8, i1llorta 18 M4 17, CMP!IDOJ' bAa aboom " Uat of 111 

bronohoo i1l whl.oh r OGl oatoto lOGDI accroptlla& ~,1172,SfO.ae o.ro oo.rrio4 

thot CJ'O oupportod bJ C>ppi'Aiao.l oort:lt1ootoa wllioh o.ro t1TO JOC>r• old M4 

...,., It b notod thAt t->diC>to oOft'OOtiOD ot th11 oODdit:lOD bo.a t>oon 

preod.aod, 

Ill oounoot:lon with :r'<N.J' bondo IUid aoourlt:loa, tbOro aro lhtod 

on po.co lS, i naort 12, aizt7-t11'0 iuuoa ot bond• witb " bock 'ID1110 ot 

te,eea,oaa.n ..... a -.rtot .... 1uo ot ~.ue,aaz, 2o -.tdob do not qaAlit':r u 

1moot.ont o....nttoa. ~ bauoa, bD.rlJIC o bock 10llolo ot 

~8,4011,076,60, M4 a Mrltot 'fDl\10 ot Ot,e&l,fn,ao, or o doprooiot:l"" ot 

$7Z .. eot,oo, 41d not qao.llf1 e.- 11l'O'Oa-Dt aoourltioa """" .,............, and 

thQ!'Otoro oro Ulopll:r bold. .Ul bot>tlo i1l W• croup oa -u u all 

•toot. oomocl abould bo diapoaod ot o• rnpidl¥ "' olro11111tcu>ooo will por!lit 

DJid tbo bond oo- a~no4 At 01'0J':r' fb1'0rnb1c opportwdt:r• 

Tour AttoatiOD 1a 4iroeto4 to tho orelnor ' • ,_.,.a rolAtlJIC to 

tho booda 1111>04 '117 tho D-...,. Proportioo, IJio,, an atnUato ot tho -. 

oo.rrtod ot ~28,620,00, &> •n:r• tbo bllllk .,.... all at tbo outoto'"''"' -

1uuo oaoopt OlJ,OOO,OO, ( tcr addoh tho)' ba1'0 dopoeitod o liko _,.t 11l 

tl'Uot) , in od41t:lon to oll ot tbo oo.pital .-took. It would oppou tbot tbia 

1toa roproaonta otbor roal oatoto ""d thorotoro abould )0 tronoterrod to 

thot •oo01111t ...,. oo roporto4. 

\ 
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In ordor to allow tl\o o....,Oittr<>t1on 1n t1xod 1n.,.,aU.oota, tbu-o la 
ohoOn1 00 pc>;o 14, lnaort 1, ot tl\o r oport o. r OO<>p1tulC>t1ca ot kntlng 
...,,01, tllrnituTo o.nd t1xtuToa o.nd otl\or rool utato oomed. 111o ocai>I.Dod 

totAl ot tl\oao o.ooounta *&V<>Ptaa ~M, 280, t37 ' " • 1no1wl1ng tl\o oo.rt....,ta 
ot coUtornb Lru><lo , IDO •, o.C>d Co.p1 tal Cca~ lloro1nbotoro rotorro4. to, 
.rhioh togatllor wit !\ o. toto.l ot 012, 316, 0U,U ot C>otuo.l o.nd probabl o toro­
oloeoroa on r oo.l ooto.to loona, ropr oaonta o. oonoontre>tl on ot $107.$~.76, 

ond oonat1 to too onil ot tl\o mo.jor pr ob1.,.a ot tl\o bo.nlc. 'ttl1a t1£Uro 1o o.p­
proxlao.toly ~5,000,000,00 In oxoosa ot tl\o o.djuat.ct·o<tpltol atruotoro at 
thO bank 08 ohown on P"60 a. 

!bo 't&lllc 1 a 1nna1>1ont 1n otoolt ot tl\o ott1llatod llorollonta llo>­

tl-1 Roo.ltr Corpore>t1on 11 $19,129, 108.10, 1>t which ~14,073,MS.48 

p'toporly rop1"caonte \ CUlklnc houaoe a.nd .06,065. 161.62 roproaonta othor roa.l 
oatcto orlr;ino.lly ool4 In 1931 by tl\o b<1nlt to Trnnscuoorlo" Corpo,...t1on ..,.. 
~or o.n O{;TOOC>Ont of sn1o whiol\ tl\o b:lnlt oo.rrlod in loo.ns o.nd diaoounts, 
TranJOmorico. 1n torn eold tho rocl ostato oovorod by tl\o o.~;ro0111ont to C"pi• 
tol Ccapc1n1. !hon tho b:lnlt thrOilj;h ita wholly ownod llorol\o.nts Not1ono.l 
Roo.ltr Corporation, ropurolloeod trom tl\o Capitol CCX>poey tho roamnlng pc>r­

oola w>dor tl\o o.gro=cmt po.)'in& oo.oh by -...a ot " contribution by tho bonk 

... July 14, 1937. Tl'O.naiiiiiOrio:> Corpornt1on l .n turn roool~ pc1yaont tr""' 
COplto.l C<o:>pc1lly o.nd thon pc11d tbo proooob ot tho tn>noo.otlon t o ol!n!noto 
Ito obllption to tho bo.."llt undor tho orlpno1 ClgrOa:u>nt ot ao.1o. tho not 
ronlt ot this eorloa ot trona<>ot iono woa tho roo.cqldoit1on ot roo.l oatato, 
ond tllo ol1nlnnt1on ot tl\o Unb1lity ot Trru\oomorioo. Corporotion undor ita 
ogrocmont to purolloso. Tho ronl ostnto In quootion io not bolnc uood "" 
bonlc1115 proool.ooo , o.nd tho oohodulo on P"'" 2, inaort 10, showa tl\nt Zl pc>r­

ooh e>wogo.t1ng ~.au, a"'. 75 woro pu!'ol\naod on dotco ro.ngins tr<~:~ 1918 to 
Uti lnolusho, o.nd 6 pc1roola t ot<>ling ~!55,808.87 woro purolloaod trc:a 19$4 
to lt:18 ino1usho. 'ttl1a tot..! ot $6, 065, 161, 62 lhould bo l.a:lod1oto1y ro­
""""' trca tl\o oOl'l")'i!lg .,..1ue ot the atoolt ot tho llorol\o.nta II:Lt1ono.l Roo.lty 
Corpc>rC>tion o.nd aho1n1 on tl\o boo!ca IUld roportod "' otl\or roo.l oatoto. S1>0h 
objoot1onob1o trnnaootiona .,. outlined obOTO ahou1d bo diooont1nuod. 

It h notod tram tl\o aoboduloe on pc>go 2, inaorta 12 o.nd 13, or 
doproo1ot1on on bnnlting houaoa IUld turni turo o.nd rlxturoo tl\"t only 1n 1951 
.., tho o.Uownb1o ruto by tl\o Buroou ot Intornol Rovonuo o.otuftlly ol\orgod 

ott tho books, Sinoo tl\nt doto to tl\o ond at 1937 i t io ahown tl\ot you """" 
C<ltllolly tolton doprooie>t1on tor ino<Z'\0 tax purpoaoo or ~.200,663.16 1n 
-•u ct the CIZ>OUl1t ohnr&Od ott a&nlnot tllo iodi vi dod proti t .... oount ot tho 

be>C>lt, lJ1 rioW or tho 1\oQ")' iDTOst.>nt in t1J:od usoto it 1a not boli..-
od tho ~Anlt hoe boon ol\arg1og ott a auttiolont .-mt ot doproole.t1on 
opioat bo.nlting houaoa and turn! toro ood tuturoa . Rowovor, tl\o OXN:Il.Mr 
rill DO.lto a turthor """lyah ot thil oitunt1on durln& tl\o ooorao or tl\o -
omine>ticn now i n pro,roae nnd you o.r o roquoatod t o givo thlo 1mportont ""'t­
tor ooro!'u1 oonaidorat1on with " view to e>rriri.ns o.t " anthtnotory provom. 

On po.go 16, 1naort 1, thOJ'O 1a o. aohodulo ahowin& tMt aorrloo 

' 
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.,..,., .. 1n tho not """""'t ot 1510, 764.41 bo..,. 'b- o~ced apl11.1t d......,. 

•ooount• oi noo Aprll 10, 1ts3, "" you ""'"' 'bo011 prniouo1y ..tftted, tho 

pod tiOD of thif otts.oo hno o.1ft71 'beon tho. t dormnt: o.aoounto o.ro tho pro­
porty ot tho dopoo1tore no •ttor how 1""' thoy remin i n tho kill<, ADd 

96 

011t bo o"rrlod AI dopol1tl o.o 1""' 0.1 thO)' oxht, 111th roopoot to tho 
n ght ot o. 'b<u>lc to mo.l<o A oorrioo ohnrco on do,_,t o.aoounto, 1 t 11 not 'llo­

liO?od tb:lt tho. dlrootoro wwld bo j,..t1t1od b. ~ """" a oharp n~ 
tho oonoont ot tho dopoaitoro AI it would ultlatoly rowlt in tho o011t1 ... 

ootion of tho o.ooounto. All ohnrcoo horototoro o.ooouod. oontro.rJ to ouob 
rullnc should bo r ootorod to tho ftriouo dopol1toro• o.ooounto in ordor thnt 

yaur books cmd publhhod roporto my o.oouro.to1y refloat tho Uob111t1oo ot 
tho bonk. Co.ohior Sr:d.th ADd llr. l'orrori · oontorrod with ooulllo1 tor tho 
ccaptrollor ~n oonnoot1on nth thit item, o.nd llr. l'orro.r1 O.CJ'ood to oubal.t 

to thia ott1oo tor i111pooti011, oopioo ot tho oontro.otl ontorod. into 1>-n· 
tho 'oo.nlc CUlt! t bo dopooi taro. l'1""1 doton:linllt1on ot thio itca will bo do­

torrod Wltil roooipt ot turthor 1ntomo.t1on trca llr. ,.........,.1, 

Your o.ttontion it o.cn1n d1rootod. to tho A. c. S-rt o.nd o.tn.­
liotod l"rgo lino aggrognt1ng 08, 262,283 . 57, ot whioh ~3,500,000,00 1o 
olau1t1ocl II in tho r eport, Tl;lo oollc>t ol'dl ooour1ns thio oonoontrat1 on 

with tbo oxooption d o.pprax1llo.to1y 03, 500, 000,00 ot UDl.tod Stotoo oblige>• 

tiODI cuxl a o••ll U~NDt ot lietod otoc>ko, 11 oQCIPriood. ot dotaultod ~ondo 
IIanne o. lhdtod o.n4 o1oooly controlled opooulat1..., r::nrtotr otoot 1n 

~....,rio" Corporation an4 thif bo.ntr 1rrlpt1on dietriot hondo, cuxl 

&t ook• in liquido.tin& Joint Stoat Lo.nd Bc>nlco a.nd other roo.l ooto.to hold1o.g 
sompan1oo. You ohoulcl iuiat upon tho liquidation ot tho or i tiohod por­
tion or roquiro adoquo.to o.nd oo.tioto.otory oollo.toral. 

1ho l>lpoundod 00.--.n Cr odito aro olc>~llts.od ~,321,838. 61 AI 

llr ~1,289,010.61 o.o III, c>nd $1,000,000.00 IV. · In aooordc>noo nth tho 

ICJ'OOCOilt roo.ohod nth tho -~ *1,000,000. 00 ohould bo .~,od ott 
at -h OX!II:!ino.ticn until tho ~o loll hAt ~oon olimlnato4 , 

Undor tho oohodalo ot roo.l oototo loi\DI on po.go 9, inoorto 8 t f 
15, 1noluo1vo, tho oxo.z:d.nor ho.t 11otod $16,162,2811.83 whioh do not oontor111 

to tho provialono ot Sootion 24 at tho Fldoral Rooono Aot. tbooo loo.no 

ahould ~o bou&ht 1n oontonoity with thh oootion or diopooed ot . 

l n • pa'o 17, iDiorto 2, 3 an4 4, tho oxo.z:d.ner hAl oct out oer-
to.in crit1ohu ot tho r oporto ot oond1t1on at ot Juno SO, 18118 ADd SoJrto­
bor 28, 1938, You o.ro roquootod to toto ouch otopo o.o o.ro neoouo.ry ~ 

oUodno.to tho oauoo tor ouoh or1 tioi-, 

Your d1rtdond polioy boo boon.or1tiohod in GTOrf roport ot 
Olel:airation olnoo lts3, !fot111i:Mt•u•4hlg ouoh or1t1oi- tM cli-.1.4- ro.w 

b&o ~ lnoroo.ood otoo.d11y rr.. tbo ..,.,..1 ro.to ot "' 1n tho. t ..,.¥ to tho 
pruollt ro.to ot 19, 2l(, or $9, 800, 000, 00 o.nnuo.lly. tt 1o I:IILIIitootly -ate 
And untound to clill>uroe in tbo tol'll ot di rtdo.ndo tho ""jar portion at tho 
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""*'' ~ti"!~~~.,:t'l~~ erltiola• ..,. ,.... ...,.. ,.... qp od­
-~11 of ..... -..-- .,......-.. """'"'" o6 tile .... u ,._ • No 
z, !.J>oorl tl, ot tho ropart, · 

!llO o-nta 111 Wa lolotoJ' U'O o. .-r)' ot tho &J'ltie'-- .... 
b)' tho -mDOr I.D tho J'opOJ't of h11 CIIIIIOII.Il&tiem bop • ..,.,_._. n...._ 
19S8, r.n4 roloto to Vo.lllutiou prior tlla'oto, 1t1o "bo* boa qree4, ~ 
rotoronoo to anoro.l ot tho oritiohod l.toaa, to Mlto oei'I'OOtiou. lbo 
d011bta4ly provou ... boen a4e 1D tbo.t"pr.,...... w. a..U Appreol.o.to o.n 
eorl)' roply to tho prooont o_..too.tica, r;hln& 111 1ot-t1cm &a to tho 
l#tl.on .adoh hu ltoon tolton lllth J'Oopoot to eo.oh ol tho l.t- on t1o11o4 1D 
tho roport 011d 1D tld1 lotter, u .,11 u tho 1- onorod 1D tho­
.,.,. ot Doo..,ar 15, propo.I'Od ...,aoquantl7 to o...toreo 001 l.n 11Uh1"Ct• 
l>otftoD tho C<aptr ollor IUI4 ottl.oon ot tho 'bo.Dit. 

Plonao aODII oop)' ol yaur ropl)' t o th1o lottor to Ch1ot llatlODO.l. 

!<>Dt !IDodDor Irw1D D. wns;bt, 1 lfcatc<aOrJ' a-. Ro<a en, au,...,.,!._,. 
c..litarDI.a. 

/o/ Proaton Dolano 
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!U.LStlllT DIPAII!IIIft 
COMP!aOLLII (JI !B1 CA"''*UJ 

1WIIIIm!CII 

""l¥ 31, 1939 

Joar4 of Dlrectoro, 
lleDk of .t.aerica 1.!. 6 S.A., 
8aD haDoloco, CeJ.I.fornta. 

o. .. u_..J 

• 

!be curr011t :report of ezaaiDAUoll ot 7fmr 
bcull<, co~:~p1oted ""l¥ 21, 1939, a cop,r ot >lhiah bao 
beell ••t to 700., ohovo a collti=&Uoll ot ~ UllOa._ 
htaotor)' aooet colldition >lhiah bao boOll U.. oubJoot 
of prortoua coacw>.1cntiou to 7001. &ll4 of 41oawoo1ou 
vith tho aonactac oft1coro of TOUr 1no\1tut1on, Yo 
ohal1 re~1ew in th1o letter ooae of tho aoro laportont 
phaoea o~ tho bcull<' o prob10Do, 11114 point au.t tho ooz-. 
reoUono vhiah ...,., bo D04e 1f U.. lleDk of .&Mr1oa 
J.!. It 8.4. 1o to bo opernte4 o011D41.7 11114 tho llltorooto 
of 4opoo1toro protootod. 

!be proo81lt ,... .. u. ohon tbat, otter 
doduottac eot1Doto4 looooo at tJJ,517o598•69o u .... 
bU1t7 Oil IICO<nmt Of oerrtca 0 hsr;po of t619o 76o,29, 
&ll4 •-holt ot Cl..aolfioaUCIIl III, wblah ~too 
$1l1,5J5,225.1ll, tro11 tho total ..,Stal otraowro ao 
ohovn b7 TOUr boob, ~~ r 1• t9),2CJ7,,U.57 ot 
ad,tcyto4 capital otruonro, or llJIPI'OZlllatal7 t9,000,000 
looo tball .,.. .-., ill tba prior report. 

Prnio,.. loU"" ~ Ulia ottioa ~~ .,..,_ 
llllod tho wholl7 11D1aUot11Gt0117 a.pltal Allll -' 
ooii41Uon ot .,_ bal:llt• !1111 ~o14 vo b oa lo 
Dlllltootl7 aUri'lllatable to rull ....ate &114 'DMDIIII4 
polloiae u (a) retu.aa1 ot m=s•••at -.1 41reotoft .. 
to raoopllo aooet probl- ill pac&l, ('b) retu.aa1 
to raoapioa tba 4&Dcero lllberct 1a tile -aeolw 
OoDOoa\raUoa 111 ..-1 eotate, (o) ua ot .niiiP 
tor tho ~· ot 41rlclaa4a ratlla' \IIIIa tor tile 
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.... uoa ot adequate .......... u4 Uoe oorreotloa ot u.o 
uoot ooa4Uloo u4 tile ,....-.pUalllaUoo, (4) po~ 
olotnt uooo=4 aa4 Ulepl 4oall1118 wltll '-rloo 
OorporoUoo aa4 all1o4 llltenoto to tile 4atn.et ot 
tile bDDI< 0114 lo otller tlloo <lllawoUooal 0114 -••4 
•tllodt .,.p1o;re4 ill 4oall1118 M til other eUeoto ot tile 
'baDk, all4 (o) retuoo1 to Millo ...a bop tile 'boot t..a.­
pto4ent ot, ratllar tlloo IIU'boertiut t o, tile lotorutt 
eo4 txpaDoloo po1loleo ot rraoaoaerloa Corporotloo, 

Tho eonoootrotloo ot tlxod aototo, oonolotlnc 
ot 'baDI<la.c llouoeo, turoiture ...a tlxtureo aD4 otlltr 
""al ootato, exceeda tho capital aa4 ourplu. ot the 
'baDt, aa4 1ll tact UICOe<la the acl,!uotod capital ot.,.o­
turo •oUoiUI4 abon, 0.. Pace 111, lnoort 1 ot tho 
report ot u.aioaUoo, tllere lo a oelle4ulo ohowla.c 
tho t otal e&n71DC 't'&lue ot tlxe4 uooh, 11b1oll 1,_ 
clu4to tho oootracto ot Colltorolll LaQ<lo, IDO,, aD4 
Capital CollpallT, oi.DOe lo etteet tile ODlJ' oollatoral 
pll4ce4 at oecurttT tor tlleoe oootracto lo tile real 
utah coftre4 liT til-. Tho 01110uot proporlT ropro­
uoUnc baDid.DC llouoeo ao4 turulturo aod tlxtureo 
totalt tliS,2Jii,S51, ;2o and t)le DIIOWit lDYOohd 1o 
otb ... real eotate h oh0110 to be t45, 766, -,oii. S9. Tho 
oom'b1oe4 total ot tllooe aeeollDto lo $~,001.556.41 , 
In a441Uon, there are Jli6 loaao aoollDUDC to 
t6,0}2,175o00 whleb are 11114er toreo1ooure, aod 11441-
Uooal loano eccrecatiDc $7 ,621,226.49 whiob are 'be­
l1ne4 liT tile o:r:aaioer to 'bo pohoUal toreelotureo, 
!'111.1 'brla.co tbo total lDYeotMilt lo actual ao4 poto,.. 
tiel tl.xo4 aoooto to $107,~o957o'l0o whlob ,,... 11 
matlr 1ll ....,. .. ot tile a4,tuote4 capital ot....,ture. 
It h to be DOtod tbat $2J,JS7,220,00 \oot 1'&1110 ot 
otllor real ootato, e011prii1Dc approd.-tolT 1,000 ' 
parcolo, boo ..,._ earrte4 beJQIIIl..flYo TDDN• 

'!'be eootraeto of Oalitorula LaQ<lo, Ioc .. &D4 
Capital co......,, .... uo•4 1o tile prooo41JIC par...,..pll, 
accropto f3J,SJII,72J,IIO, JotwUIIet&D41DC TOUI' ooOIIJ'­
ueo tbat 110 801'8 nal .. tate would 'bo traoatorro4 to 
tllaoo oollp&D1oo, tile e:r:aaioer reporto tbat TOU lie~• 
IID4e a 41root a4Yaoc:o to tho Capital COIIpDDT 111 tbo 
aoouot ot $1,100,000, whlob wao uoe4 tor tile ooootrw>o 
tloo ot a bu114loc tor a l&rse 4op&rt .. ot ttoro 1o 
Lot AQcoloo, and that TOll llaYO a44a4 tbat .,.. to tho 
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-•4 "'"not of tbe real ootat o oontracto. 1uo11 
&etiOD OD 10U7 part DOt onl7 CODOtl tuteo an uuafo 
&D4 unoOUDd banldQC practice but, I.JI tbe oplnloa of 
thlo offlco, l a a Ylolat lon of aootlon 24 of tho 
J'edoral laoorve Act, ao ,...1111e4, 1-dlato atopa 
mot bO taken to rtiiOTO thh obUpUon fro• tho 
aooeto of t be_bank for caoh. 

Tho real 01tah illepllJ M f111'<14 on 
A\I&UOt 5• 19}8 iD the OIDOUDt Of $!9,456 (ahOWD iD 
tho report ao M~5) in a tranoactlon dool~D&tod 
u tho Hou.n deal, =•t be reiiOTod froao tho aoooto 
of tho bel< for oaah. You will r..ea'l that when 
theoo ~" were reacquired, a crodlt of lib 
......,.( wao entered on ·~tao4 Loaao . • 

.La JOU h&n been pr<IYlouolJ a4Yloe4, tho 
1llosal real eotate loon of Wtotern JUrDituro ~ 
chaQCo, Ino., I.JI the UIOUDt of $52(),000 ohould be 
r..80nd fro• tho aoeeto of tbe 'bank for caoh. That 
loan wae taken froa TrnnOADOrica Corporation in ox­
chance for 11, }20 ohareo of •ttonal Clt;y llou>k otock 
carried in the bon1o and oecur1t1oo &ccount und•r 
"Option to Purch&oo, • Tho proport;y oocurlnc tho loan 
It eubJect to prior encumbrance of $1,000,000 In 
faYor of t ho Metropolitan Lifo Inournnco Coopan;y, 
Thlo loan, with a e&turitJ of opproxlaatolJ fifteen 
;rtare, reproeont• an Illegal I.Jiveot ... nt under ooct1on 
zll of tho federal •oerve .Let, &o ..,.n4od. 

Tour particular attention to 41recte4 to 
the ooDCentrat1ona of cre41t t o trano .... rico Corpo­
ration an4 ito atfUtateo 1n aDOW>t of $76,6811,!59, 96; 
to .L, 0. Stewart 1D &DOUDt of $7,62},239· 31· an4 u:­
tanolono UD4or Canan Cre41ta of $5,()09,2}9.!2. wl>lch 
accrocato $19. }17.339.09. or al80ot \be entire capital 
&D4 ourpluo of Jour bank. !be larp u:tonolon of 
cro41t to TranOOJIOrica Corporation (wl>lcb t noludu tho 
eontracto of California Lando, Ioc .. and Capital CoD­
panJ) It entlrel;y out of proportion t o Jour capital 
otructure an4 preoento one of tho aoot oorlouo probloao 
contront1n1 JDU• .Uthouch thia cat ter hat boon re­
poatodlJ broU&~>t to JOur attention both In roporto of 
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·seetvti• ..a fti'NIID «••• ,._\Ide olftoe, ~ 
baft ..,..,_. llUlo 411»0M4 to..._., .... 'bori'Whp 
tl,..,,.... -sap or to baft \lie oowporaU• ntooo ''­
'117 tllo Mlo ttl aa•te. l'l'oa tiM o!lanoter of tM -.Jor 
portio& of tiM oollotoral plo4io4 ao ooourl\7 \o tbio 
ooaooatraUoa U lo _...., tbat 11\1011 aoUoa ..Ul 'be 
.,.. •• ...., to 'briDe tbia llu ol\hta ooooor.u .. lt..l'-­
Uou, 0114 J'Oil an 4lrooto4 to \eko tllo _...,. aoUoa 
to 'brtac thto about . Nluro to do eo coaaUtutu ao 
W>aaf• all4 llllaOWI4 'buld.IIC practice. 

!ho A. 0. Sta-rt llao of U,6lJ,2J9.}l bao 
aloo 'boo11 ou'b~t to cr1Ucl• .,.,.. a loac por1?4 ot 
tiM 0114 .J,6U,OOO haa 'boon cl .. olt1o4 n b ~hie 
report . 011o1 ttl u.. lOODa to thh 1ar,. 11u -uac 
to fl,jl6,126os'l h ad.oquatolr _.....4 '117 ualto4 ltatoo 
troaourr 'bODdo 'bu.t tho other collateral coaohto ch1etl7 
ot &ofaulto4 'bo114o all4 otocb wUh DO roall;t -t or 
of oowporaUoaa ia l1ql11d&U011o ~t otopo 11.1ot be 
twa loolldJic t-n. the carta1l•at of thio Uao, or 
tbo plo4clac ot oothfactorr collateral 'beck ot tbo 
Uno. 

lotolthoto1141ac tho larp 0114 ~roue coo­
••,traUoa ill real ootato, tho lart;e ao4 """"rr1Ulto4 
o'bliptio11o of Traoeaaerl&a OA4 atflltatoo, 0114 111 
opito of tllo fact thAt tho 4lY14oD4 pol107 hao 'No11 
crtttotood co11tinu~ol7 o111co reou.pttoa ot 41Y14o114 
pqaooto b 1933, 10\l h&ft otea4117 t110ro ... d thAt 
4lrl4oD4 rate WIUl 1t h&o rooche4 tho &IIIIWa1 t?tal 
ot 19.~ u u illuatra\1011 of 7fNr WIOOUDd poUcloo 
1t l~ not..S. \hat 4uri.Ac tho ,_.. l'JI tbo 'bo111<1 o 
o.'Lhlillp, ..ner 4o<lllcUac tiM loeooo which 70" cbar.-A 
ott, 0114 uoluetft of pronto r •••ll&ed oo tho aalo of 
'bol14o 0114 ooeurttioo, were f5,J19.97~.oo. ao4 duri.Ac 
tbat 70ar .9,600,000.00 wao p&14 out llfooi1Ytdoo4o. 
lllaerouo lar,. traooacttooo hAn 'beol1 IliA with ~ 
ODOrica all4 atttliateo 4oo1-4 to aYot« tllltlDc 1cDoWD 
l ooMo aD4 tlllo t o pn color of Yall41t7 t o tllo 41 ... 
trl'buUon of earnlnce '117 .. ..,. of 4tYl4oo4o to Tr.,... 
a.aertoa aD4 other oh&reholdoro. A .. , profit of 
t6,570,000.00 woo realised troD tho oolo of ooaurltteo 
troo Soptoabor 1, 1931 to March Jl, 1939• which ••• 
orodttod to un4lY1ded protlto. It 11 tbo pooU1ol1 of 
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• 
thio orrtco that until loooeo havo boon written orr 
and adequate reoerroo eotabliohod, none or ouch protito 
ohould bo dhtrtbuted to ~oholdoro throu&t> d1Y14ond 
pa¥t18nh, 

The r<lport indicatoo that your bank carrtoo 
HI own J14olit;r I nourenco for tho tire\ $100,000.00 
and thAt prem1,.... which ordi naril;r would be peid to ..., 
1neuranco co- are dopoei ted w1 t h Tran.....,.rica 
General Corporation. Tha &DOunt or ouch 4opooH 1o 
$2,272.~59 ·55 and actuall;r r eprcoento rooerro tuD4o 
or tho bank thd are not ohown on tho hob, You a re 
roquooud 1z>De41atol;r to rotun th1o dopooit to tho 
bank in e&ah aD4 to oot up tho proper account on 10U%' 
booko. J'a1luro t o 4o oo conoUtutoo an unaaro and 
unaound. Makin& pnu:ti.ee. 

Violationo ot law AD4 regulati ono ao ohown 
\ 7 tho report or examnaUon (~ 2) include tho noo­
oboorranca ot the provioiono or Section 5201. U.S.R. S. , 
b;r cronttng l oano ~~oed on the oecurtty or oh&reo or 
the bank'o o~ otock: ot Section 51}6, U. S.R,S,, by 
the purcheoo b7 tbo bonk for ito own account ct 1o­
vootoont eocuritieo which do not contorc to the law 
and regulationo: or Section 5137. u.s.B.s., by virtue 
of certain real oot ato tranoactiono ae cited in tho 
report or eZADination: and or Section 24 ~t tba 7oderal 
Re eorre .t.ct in the ce.ldng and purehao1DB of certain 
real eot&te loano. In addition to tho tare&OiOC your 
attention io &Sal• called to tbo tact that tbo obl1ca­
t1ono of !Tanoaaorica Corporo.tion and ito oubo141ar1eo , 
in wbich the Corporation ~wno or control • a cojorit;r 
intoroot, aaounticg to $2J,c45,Sl9. 5S azcoodo tho l~ 
l aaninc liuit of the b&Dk UDder tho provioiono of 
Section 5200, U, S,B.S. , an~ to in viol~tion of tho 
provioiono of Section 231. of the 7edoral Ruervo .t.ct 
wbich liDHo loano to holdlcg c ogpaq attillattl. 

It io the Cogpt~llor1 o dut;r to 1noiot upon 
tho correction or pro.cticeo or conditione which vio­
late eetabl1&hed aound benk1ng pr1nc1plea. Tberetoro, 
it 1o doeaod fair and appropriate t o advioo ;rou that 
it to tho purpooo or tbio off ice carefully to ocrutinioo: 

• 

, 1, All tranoacUono and pracUooo wbich 
""• • JloYO reoult ed or wbi¢ ""¥ rooult tn ----
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weall:eniiiC the capital atructun ..,_tiler 
by wav or ~JuAti!ied ~iTldonda, or 
tbo 1DprOTident uoe of tbe credit 
foc1lit1oo of tbo be.llll: by contrlbu.­
tiono to, or tbo foresi••n• •• of 
obligation• of, alliod or apooial 
1otereet•• 

2. Tbo eubetaDOo and not aerol7 tho form 
of all DOthodo ocplo7"d in tho Tarlouo 
and cocplicated tranoacti one o~d 
1n by :rour inot1tut1on, 

J'llrtbcn:10re, th1o o!!lce aut lnolot tbot tho 'bollk 
conoorTI ito eorniiiCo and ootabl ieh an adoquato oowod 
capitol pooition , that i t refrain froa UDJuotifloblo 
faTOrltloa t o allied i~tore oto, that it correct tba 
weatn••••• and reooTe the baaea of crlticleae. tbat 
1t talco appropriate otepa to ol1D1nato the undue 
concentration i n real oatato includlDC anT por tion 
tboreo! wbich aq baTe boon cacou!le,!ed thMII«b the 
UU Of allied COrpOrationa, and that appropriate 
policieo and practice• be eotabliohod and f ollowed 
t o inouro a oonotant oound c~ndition for tho bank. 

If it hal not been dono prior t o the re­
ceipt of thio letter, the anount clauifiod &I l ou 
br the elral:llMr obould be char god off pro11ptl7, and 
certainlr not later than the da7 f ollowin« the next 
•etliiC of r our :Board. You are adTioad tbat until 
thoae lcuoa ban been writ ten off and a4equato ro­
aorna oat&bllohod, &Zl)' fl>.rther 4eolarat1on or P'1'" 
DOnt of 41T14onda to oharobcldera rill conatituh an 
unaato and uneound banklng practice. 

lacb director and officer of tho be.llll: ia 
boroby .....,.d, purwant t o tbo proTlliono of SocUon 
JO of tho ~"'Act of 1933. 4f Stat. 193 (u.s.c. 
Utlo 12, eocUon n), to diocontin\14 each and all 
of tho unaafo or unaound pracUcea retarrecl to iA 
thia lottor or which haTO beon diacloaod by tho 
roporta of axan1nat1on, and to cake proTiaion for 
the oliaination and d1acont1auanco of tho Tiolationa 
of law roferrocl to 1n thia latter or in t ho roportl 
of .examination. 

• 

(Si sned) Praeton Delano 

Co~~ptroller of tho C:Urroncr 

103 

• 
Regraded Unclassified



• {OCM) 

-·---~ 
WGG'·• or ,. Wiiiiot 

Mldrooo ~~~11 to 
•cooptrolltr or u.. OUrrtllCI)". 

Bo•~ or Dtrootore, 
Ba1>k or jaorica laUOD.al 'l'rutt 

ao4 SaY1DC• Alooo1at1oll, 
Sill JraDChco, Cal1to...,1a. 

• ••i•JI'OI 
Oot. 2, 1939 

or tu _., ~rt•t pbaooo or J'OIU' 'beak'• probl•• ao roYoalod 

liT tu report of ozaa11lat1on, e..ploto4 Jl>lT 21, 1939, I aolrtood 

701J. tut until looou oat up b7 t.ho o:ua11lor ill tut report • oro 

•rlttoD ott &114 lll!.oouate rooeJ"Yoo ootabUIMd, a11.1 tllrtbar cloc:U.. 

ratloD or ~at of d1rtdea4o to ouroboldoro would oonatituto 

an 1111.oato &114 1111.oouad baal<iDC proctlco. I tllrtbn "araod oaeb 41-

rootor .MifJ11eor of tu -· p>rouDt to tu l'rortolono or ooc­

tiOD 30 of tu Jenlr1DC .A.et of 1933. lis Stot. 19"1 {u.s.o. titlo 12, 

ooe. 77), \o diocOD.ti.Due mch unaafo ODd uaOOIJ.Ild bonlriDC pnctleo, 

ao •oll ao otbor unaato or uao01111.4 priiCtlCoo alld rtolatlOD.o of 1.­

rarorrod to lD that lotter ad ill \be roporto or o:ua11lotloa of 

On Sopt•bor 12, l9J9o 1D diJ'oot rtolatlOD or aT ......... lDC J'Oil 

doolarod a dirtdoDd at tho r ato or 19, 2 por o011.t, • 1t.bollt n 1t1Dc 

ot t all looou oot up 1>7 the .,...t•r 1D tbo rwport or - •utton, 

tot 
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11rree. Tbe 4eclar•t1on of ~t 41v1doD4 cooet1tuttd ~ contlnu­

MCO of ~ unufo ~d uneOW14 prectice attor :rou bad l>eoa dul;r 

weraed pu.roueat to eoct1on 30 of the B~ldDC Act of 1933 to d1e­

oootiouo ouch pr•ct1co. 

In new of tho a"l'Pfl'ent fut1lH:r of ~ "e"our"' .aplo:rod 'll!:r 

th1o office in our effort& to brill« about • real aDd ed-t• cor­

rection of 10riouo w>Wo or unoound beDiriDC precUceo aDd nol.<r 

tiODO of U. ecppd in li!:r 7l7UZ benk, ... are CODetr aintd ot~ain to 

direct tho f'tttlltion of each ••bor of :rour '!loN'cl. of Diroctoro f'Jlci 

of uch officer of 7l7UZ l>uk to tho 'Prorloiono of oectiou 30 of tho 

Bll!lk1ac .&ot of 19}~ . 48 Stat. 193 (u.s.o. title 12, eoc. 77) f'Jlci to 

•aro &«aiD t~gainot tho continuation or viovtiooo of law f'Jlci tho 

oontinuation of nracticoo -!lich are uooato or unoouD4. 

It 'ta ·~eeeaar.r. for the ~0111 of t~t letter. to deacr1be 

at loacth. ot,ch tranoact1ou or praetice 41 ocu~ted 1>ec1111.oe prenouo 

corroopoD4eiiCo botwoou :rou and thh office 1D41catu thot :rou are 

foalltar oi th the aattoro rate~ t o in thh let tor. L1!ceooioo, 

ae .. ral .uceeaa1•• reporta of tZ81Jln&tlon • hlch ~ beeu turniahed 

to :rour blllllt contaiu cr iticimo of thooo aattoro, and it 1o .. ..,..4 

thot tach director boo tal.liarhod hllloelf oi th the ceo tonto of 

tho10 rt'I'Cr to, 

'l'r~ .. ctiooo 4oocr 1btd in thh letter, tolcoo 'll!:r tbeooolvoo, 
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cocotituh UAoafo o r UAoOUD4 badtiac pr..,Uoeo. JUrU....On, the 

1neral trano..,uono, conlidored toptloor e"f"i4eDCo a ecM.e, illiai­

col to aoUIId ban1doc, to uoo tile faoillUeo of tho Btllll< for tho 

benefit of rrano ... rioa Corporation, ito ouboid1ar1oo and allied 

intorooto "ttbout odeouate pr otection tor tho btllll<, ito deposltoro 

3D4 other orodt toro. .t. otudT of thooo tranoacUono indleateo thet 

oJa>Uolon, rather than oate and ooUIId hozlkloc, hAO boon U.o doalnaot 

factor 1D tho fon:u1atioo of tho ~licioo of the bank. 

D1Yidand Pol1sr and Ondereapitalioatioo 

Since 19J' t'>o 41 rldeod rate hoe tncnaood otoo4il,y tro11 6 per 

coot to 19.2 per cent. It is Dan1teotl7 an uooato or uooouod pracUeo 

to dloburoe in the torm of dividendo a major por tion of the !ank'a 

oarnioco, while the llonlc earrloo a daocorouo acOUIIIIlation of real ,,... 

~ tatt and otber t1xed eaaeta, a lar&e and ~arranted concentration 

iD tho Obl1pt10DO Of 1'r ....... r1ca lllld ito Ollboldlarioo, and hao total 

cr1Uchod auoto, ao ""'""" b7 the report ot -loaticn, COIIPlotod 

oc Ju1,y 21, 1939, of moro the> $1JO,OOO,OOO, "" .......,t contiderabl,y 

1n ozcou of tho total capital otrueturo of tho llonlc ao ohOWD '117 1\o 

'boo'to. It 1o noted troo tho oemo report of euaioation that dzcr1J>c 

tho 7o..r 1938 tho llonlc' o aarlliDt;o, attor do<luotiDt; tllo loooeo which 

70U charcod ott, and excluoiTe of profito roalisod cn tho aolo cf 

bcodo and other oeouritioo, wore $5.389,975, •hilo durioc that 70&r 

t9,6oo, 000 •ao paid out in d11'idoodo. !rholo, a larp part of tho 
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Ur14oD4o "ro paid froa -~ proflh "'- o.loe of -· 

oD4 otb.er oeCIU'i t101. 

Tho ratio of tho oapital etr110tvo ot tho 11ut to 4epoolte 11 . 

out of -proportion to tb.l ratio required tor aafo M14 ·- 'NaJt- · 

IDC• The ro-port of euminatloD, 4ato4 Ootobor 21, 1927, rOTOaled 

H.OO of DOt oOWI4 capital to oecb. ~10. 76 of 41D01lte, ........ the 

re-port Of ozealDatlOD, C011pbto4 OD .11117 21, 1939, -0 $1.00 of 

o4jlloto4 caplt.U otl'l10tDro to oecb. $lll . n or 4epoolto. !l'b.l o4J!tote4 

capltal otruoturo u ob.o-D lD the r i'>OI't of ualutlco., o011-plote4 

010 J\117 21, 1939, h ocre tb.OI1 $9,000,000 leu tbu tb.lt oh""" iD 

the 1ae4latol:r -proco4lllc report, cooJI].oto4 oo. J'obruar;r 28, 1939• 

In rlo• of tb.o eno!"'Iouo cODCentroUon lD real ootato aD4 othor 

tlud and oritlche4 ••••to, !allure of tb.e dlrocton to ..-ed;r 

tb.o UDdor-ca-pitalhe4 condltlon of tho :hili< h u Wloafo aD4 W>­

oOUDd baDiciOC -practice. 

!otero u:r 41rl4oD4o "" -pa14, oarnlaco ebould heft boOD uoe4 

(1) to ollolDato all looooo 0114 a roaa-blo portloo. of tb.l other 

crltlol&o4 u10t1, (2) to eot.ablloh u adocuato rooo...,.. ~not 

-poulb1o tuture looooo, a4 (J) to utohlloh • wo-por fttlo -

t ...... DOt eOW>d capitol 0114 clepooito. It h obrlfto tb.lt the 

!ao~<t o 41TUoll4 pollc:r hal boc at ..... iao.co w1 th thuo prlllciJI].eo 

M4 oonotltutoo u unoafo aD4 unoOW>d bodrlq -praotlco. Thlo -

•-• 01'111 ooro qperellt - ccnolbrotlon lo pTOII to tb.e fact 
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tbat 4v1DC ..,.t of the per1o4 lliaco 19» ; lweto~ 99 per 0..,. 

of tho !alii<'• oto~ ... ...,. liT the 'rr••••n• Cor,ora\laa ,...., 

••• tho ohlof 'bo11oflola17 of the !aat' 1 -te4 llbl'-4 pollq, 

JnA toU;r thle OorporaUo11, u the OWIIor of &l'OI'OIIiat~ 112 per 

eont of tho llaDI< 1 o otoclt, otllllllo to ,..oobo the lol'po •lllcl• •­
tlt froo • oonu-uon of thlo =·- 41Yilloll4 pollq. !hooo facto, 

ao Hll u othlro , ..are tho co110lulon l.uooopol>lo t.IIJ,t orr--nco 

Corporation oD4 lto cbolcl1al'ieo han 'boa \llldllllT fom>re4 ooiUloa.t 4u 

recar4 for tho lntorooto of tho J&Dlt, Ito llepooltoro OD4 othlr cro41t-

0 1'1· 

.l.t t ho ... uac of tho boor4 of dlroctoro of tho !ezll<, on hpt­

bn 13, 1938, a tologrBil fro~~ tho .&ctlllC Co"Pti'Ollor of the OVI'ollC7 

•oo rood to tho board b7 latlonol :Bank boa IIIII' Jl.I.J.. PalJtor. ln 

whleh tho board of dlroetoro wore oAYi oe4 t..,.t tho lloolaretlo11 of 

8I1T 41'1'14eD4 at that u .. ....Ud, unleoo pi"CJIOI' FDYillOII for ori u­

ehe4 aoooto won .ado, be aD4 eoattau • ,..or. aD4 1111-..l )ll'oc­

Uco aDd, JIQI'-t to ooct1011 30 of tho hDit1JIC .l.o\ of 193'· tile Ioiii<. 

I to oftlcoro aD4 tho board of 41roctoro 804 -'boro tllenof ,..,.. 

•01'1104 to 41ocoDtlllllA ouall 1111ooro aD4 unoOWIIl fii'OCllco. Ia 41root 

•lolotloD of that •&rill~. a 41'1'14oD4 ot tho roto of 19,2 pol' _, 

•oo 4oolore4 liT tho boor4 of 41rootoro -i thollt MklDC """*' ~ 
•hloll for orl tlohe4 uoeto. The 4eolaretl011 ot the 41nda4 011 
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r.pt•~>er 13, 19W- * a1A.._u.__, ... ot • ._,,.a •uul 

~uco, 1A 41reo\ 'l'iola\tca rd \1111 •• ... of 1111e MUIII ~ 

~rollor of the OUI'eDD7• 

tn U.o laet r~ of ~loa, o.-plote4 011 ~ 21, 1"'• . . 
bOOk onotl olaeetfte4 lQ' tile ..... u. .. u lo .. total.& t1J,5l7,5911•1i9•' 

J111oUOI", 4ato4 Jlal7 ·n, 19}'), I .......... rw \bet uUl u.oeo loa-
' 

au ..... wrltt.,. ott u4 ~\a reoorwo oo\abllaloo4,• a:t tartbo 
• deoleretlOo or --"" ol 41"1"14u4e to +o Wl4oro ....Ud CODo\1-• . 

offiooro of Ulo lloDlt _.,. -'· "PQI"-t to OI'CUoa JO of Ulo l!G;!o­

lllc Act of 19:Uo to 41oocDtiae IIQCh uuato u4 v.uoud bOD'dal-

ttco. In 41root YlolaUoa of tllet -..rn1111 U.. bo01"4 of 41roctoro, 

on Boptoabor 12, 1939, doclorod o 41Y140D4 at tbo 1'1\te of 19.2 per 

cent "1 thout ... 1 Uac off .U looeoo nt ""' 1llr \be ._11101' ODd ,,... 

tobUoldJII o4-t• noorYoo. 'lbo 4eolorot1oa of tho 41Y14cD4 OD 

Sopt•bor 12, 1939, .... tllo _,._. of OD ueeto u4 """"""' • 

,...,.uco, 1A 41roct no1at1ca of ~ ....-..1111· 

!bot fallun or rotuaa1 ot tbe !alii< or 1h 41nctoro to obu"p 

oft or *• ~\0 pi'OYI.oloa tor tbe boal< uootl cluatt1o4 eo 

leu lQ' tbo ollalur 1A \be lut nport of ,....,.uoa, oo.1>lato4 

en Jul7 21, 1939, to, .... ooau .... o to be, • uaeto u4 uooOD4 . 
..,_1Jic prAOUco u4 a Y!ollotloa of ,..,., lo111:r11o U.. 4oo1arat1oa 

or -•t of a:t U.u-4 ill Ula Ill tun oo1 thout aolrliiC proper pr.,... 
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Tilion for oriUcbed ,. ... ta will ~ u4 cGDti.IIQe .., uuato u4 

,...oun4 b&llkinc praoUce , an4 the failure or retueal of \U lluk 

or ito diroctore to obarp off or .U. a4equat, pi'OTieiOD for booll: 

aneta olaeeltied ao loeo 117 tba .,...iur u tut\U'fl report• of 

ouainaUoo will bo and cootlmle an UAoato u4 WltOUDd bazlldnc 

procUoo and a TlclaUoo of law, You are turtbor a4T1oed tbat 

repreoooUnc u pubUebed reporto of coDdiUoo of the lluk aoaeta 

\o bo cood• ebicb \U Coaptroller of tbe 0Urro1107 bao directed be 

cbarpd off, 1o u4 cootlnuee to be an =oat• u4 W>OOW>d practice 

ao4 a Tl olaUOD of law. 

Boal Xatate Cooooptratioo 

'lbo report of examination of tbe llaDI<, completed on .J\117 21, 

1939 , diooloaee an unwarranted coDCeotration of tho llaDI<'• ao1et1 

1n real e1tate, euregatlog $!)4,001,556.41, a IUJD lo emeoa of t.ho 

ad,lulted capital 1tructure ot tho llaDI<, 'lbil coocontraUoo l.Dcludeo 

real e1tate ebowD on the llaDI<'a boob ao "bol>><1nc pre•la••• 1D tbe 

._t of $26,786.496. 80 ot which, propertl eo baYiDC a boo11: Y&lua 

ot $1,196,295. :!0 are oot ueed aa b&llkinc ~looa and han been 

carried b)' the llaJllt 1n uceoa of elena ;rearo. 'lbo reel eotate 

CODOeotratlon al10 lnoludea contraoto with Ca11toroia Ian4e, IDC., 

and Capital Co- in the OJIIOUDt of $}4.9J4,72),80, olDCe the onl:r 

collateral pledpd AI oecuri t;r tor tho tult111Jient of theoo cot>­

tracto ia the r eal eatate which ta purported t o be oold thereunder; 

• 

1.1.0 
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ao4 fll,641 ,991.~ of U.. laY .. _, of U.. JaU s.a II•' =ta .._ 

uooal llealty Corpo.,.Uon ato'*• 

Contract. mtb Clllllol'llia L!!!cle IDe. Ulll Oaei\&1 !!e:err 

Apparently, 11> order to el..,_aat \ba n.,._;roar U aUaU• apon 

tbe boldl.nc of r eal oatato 'b;r a IIA\ioDal - · proacrl- 'b;r -

Uon 5137 of RoY1aocl 8\atutaa, a a •-..A, real oot&t e, foraerly 

aocurla& d.iatreaaocl lC&Do &e4 &equl rocl \bro\ICI> foreelawra er o-...,._ 

wile, hu bee IID4e tile RbJeCit of aw el'&l oucceoain oontrach .. u h 

Col1!oru1& Landa %De. &e4 Capitol ~. the teru of abtch ba" 

b- ....,.1ocl troll U.ae to Uae to ,...,, the Doecle of thooe corpol'&= 

Uona (au'baldl.ar1oo of 'l'ran-orlca Corporation) rat bor tbac t o -

teet ani!. 'bonefl t tho :Buk. 

't'he or1&1n&l centracto UDder wblcb tho Bank purported to 41 .,. 

paoo at I t o 1otbar real eot&t a1 -.ro oontracto II04e •1th Nat looal 

Jaat1 tal.:f Corporation, •mich •o 1Jbolly oODod 'by oharaholdero of 

tbe Bank. 8u.baoq,uentl.7, thoae contraote woro oamcelocl &D4 - oo~ 

t roct o ftra on tere4 Into 'bot...., tho hDk and Capt tal o.:.p&n:r Ulll 

CaU!orula Lt.oclo Inc. (•cb of which 1o 10bolll' cm>ocl 'b;r !ran-rio& 

Corporation) . I. 'br ief cbronoloc:r of the chazlceo udo In tho ouo­

cuo!Yo ....,.u e4 r eaaloo of tor aclo oocl proporUoo n U dh cl e oa ho<r 

the alteraUono In the oo~te b&Ye 'bce!ltocl !ran-rloa Corpol'&= 

Uon and I ta oubal41ar1ao, an4 pr oJu41ce4 the l ahreoto Ulll rlchta 

111 

• 
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of tbe JJaDk aa4 l h a.poeuon, 

!be oriclMl oODtnoh prondol4 for laltlal ~· ot 25 

pn ooat of tbe 'book nl~ of U.. na1 utate eol4, wUll late ... 

eot at 6 per oeat per - OD Wlp&14 'bele-• o ,.,_, la hll 

to 'be -.4e witllla o. per1o4 ot fln 7UJ"'• tbe piii'Cb&aen \o pq 

till toxeo. ~·• eoatraoh wn caDCele4 aD4 .... OMe oetere& 

lDto wl.tll Capl tal C O'IJ 1IfT aa4 Calltoi'Dla 1aD4a IDa, ~ laot 

aeUoce4 coatrach prorl~ for llllUal ~eh ot 10 per eeet 
• 

of till pW'Cllao• price of tloo prvperlloe ( ute...taea 'bJ' aotual 

coot ~o tbe lleDI<, ratber tbaD ootS...ted nl\W) aa4 10 por o•t 

ucll rear t!Mnaftor wltll lil-t at tbe reto of 1 por aeat per 

acnua oa ucpe14 'balaDcoo, 'but taxeo to 'be paid 'b7 tbe JJaDko Ill 

4pr1l, 19J4, tboee coatreeto were oanoe1o4 aD4 .., coatraote 

eotore4 late 'betwen tbe JaDk &D4 tbe .... ~'beldlerloo of !raDI-

earle& CorpcreUoa 'llherc'br fllrtber 'becetl\o wre ch•n to tboee 

ou'beldlerloo, in tbet no lllltial or don ~at woo nquirad 

u4 lC por ceDt per ...- waa to 'be pel4 troa ea4 e1tl1' twe JWDft 

troa tbe date of eccpio1tioDo 'ale e=ua1 lC per cnt ~· 

han DO nlatiolllllip to each propertr eo14 ,.,Ur tbo oODtnah 

but retllor relate to tbe ._..to of lobe p>rCbeOO price of all 

proportleo eol4 to oaoll oorpc:raUon. !bo .., oODtnate pronh 

for tbe aoceptanoe 'bJ' tbe Balik at taco nlue of ozq cotoe or 

oeloe coatnoh noel n4 b;r tbeoo corporeUoae ln ~at for tile 

• 
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,...1 u\&te eoll ~ \IM8. 

ro~ eppi'Oftl aa ""' P'"• ~ tiM ~ of Unoton of 

1M :Balllt either to tu orictaal ooatruta wl\ll O&pi\al co,. 'IT 

aD4 o.liforala t.a4l !DO., or to tuir _ .. d.,. reYialooa. It 

11 ""'QD.I&fe or ....-...4 pnctioa for t"- '-1'4 ot liractora to 

uaa aD4 liaoratioa, particularl7 ..Ura tu tr&M&OtiOid llrrol'" 

aaMta &D4 ri&l>h of well ~r\&DO& aa tu 1'1&1 eatate cootncta 

!boa pateat beaefih to -riaa OorpOratioo or ita nb­

a14l.aritl troa ...,b SWICt .. i'n cllup iD tu cootncto olearl7 

andoDCe the 11111at• or UIIAwM pnctioe ot 'WI4ul7 ta•ori.Dc 'l'r&U­

... rioa Oorporatioa aD4 lh ouboidiarioo witllollt cluo reprd for 

lbe ioterott of tbe Jaok, ita aepooltoro aD4 other oroditora. 

• '!lie aoo\18111C b7 tbo BaDk of tu obllptloa Ull4or tbe proooo.t 

coatraoh to ~- at f- -.alue, ""'" or otber obllptiOOtl ..,.. 

copied b7 capital C a; 'IT &D4 C&litorala taaU IDe.. 1a piPO"' 
of the o'bllptlou of thoae corporatlou to tbe ]lrDk, coo.otitu\Oo 

.,. UDJ~ato or ....,.wm. pr1110Uce ol,..• it pre..-o.to tbe beard of 41-­

raotoro of tu JaDI< troa perforaiAC ita dll\7 b7 oxerc1oiAC ito 

oOUDd Uaorctloa u aalaotiAC udrable piU'Obalera or procurlJIC 

elle~uato prloeo tor tu re~cti'n prcpertieo, 

• . 
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~ tnde1 of roal ootate UDder tbe proriolOill la U.O .,_. 

traot1 authorlalac Collfornt& LaDd1, lDC. , OD4 Ceplt ol Co~ 

to alto •tradot, wlth tho rlcl>t of aubltl tuUOil• , of rool eotate 

o-d b;y tho :Bank, DOt oDl7 eonatltute aa 1111&111 aad un10UD4 buJt. 

lac practloe, but the acqui1ltlon of ""7 now rool eotate b;r tho :Bank 

ao a rerult of ouch tra4eo collltltuteo a Yiolatlon of oectlon 5137 

of tho Bo•l1od 8tat• te1 , aa amended (u.s.o. tltlo 12, aoe. 29). 

'!ho purported aole of re&l eotate t o tbe two e_.,ha for the ap­

parent purJioiO of eli'CU8'nlntl~~& the n .... ~ l lal tat1on upon tho 

hol41DC of real ootato b7 a natlonol book, prooorl~d b7 1eotlon 

5137 of the ReTiood Statuteo, ao &JDendod, eon1Ututeo an Wllafe 

and WIIOWid praotloo, uDleoo the eompanlo1 pledct 1atl1factor,r 

collateral ae eeourlt;r for the eontraot1 , i n a441t1on to the real 

o1tato purported to bo aold thereund~r, to protect the !&Dk acsin•t 

101101 on 1ole1 of re&l estate not ftnoll;y d1opo1ad of b7 tho eomp­

anlal wlthln tho 70ar1 attar acqu1o1t1on b7 tho :Bulc. UDleoo the 

cocponle1 pl adce ouch addltionol collateral ao 1oaurlt7 for the 

contracta. tbe B&Qk .uat aet up a4equate re .. rw.a \o coYer poaalble 

looooo on aolo1 of real eatate not flnoll7 d11po .. d of b7 tho eo.p­

anlao wltbln t he 71l&rl after acqu11Hlon b7 tho :Bulc. J'ailura to 

do 10 1o and contlnuo1 to be an unaate and WIIOUDd pract1e1, 

WOrohant1 Hatlonol Bealtz Corporat ion, OD Ooto~r 1, l9Jl· 

tho !aDk 1old to Tran1aaerlea Corporation for a oonoidoratlon of 

1.14 
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$9,155,786.56 Gorta1JI real eotato e>arr1e4 OJI the boolta of tbe -

aa "beDDdiiC preahoo •, but whiah were JIOt belJIC uae4 t or b&JIIdJIC 

purpoaoa. Tbo coJitraot prOT14e4 t or a 40WJI ~Jit with tho bal­

&J>CO pqab1o on or bet or G October 1 , 19)6, lubeoquontl;r, Tn.D .. 

-rica Corporation ool4 to Capital C011pto117 tbe proportloo acquired 

'b7 it UJI4or tho CODtract . 0J1 J\11)' 14, 19)7, 80TI thaD DlJIO 80Jitbe 

attor tbe date OJI whiah the bolaDco duo to the - UJidor tho .,..,.. 

troct of October 1, 1931 wu to have boOD pa14 to lt , tho - co~ 

trlbute4 f 5,S75,000 to tho ourpluo of lleroh&Jito JlaUoAal Ileal\;, Coz­

poraUOJI (wholl)" owno4 1>7 it) aA4 1..creaeed the 'book veluo of the 

lltJill:'o innotODOJit lJI tho otock of thlo CorporatioJI b;r tho -

IUDOII.Jit. llerchaDto JlatioJI&l Ileal t;r CorporatiOJI iJI tun pun:haood 

troa Capital Coiii})IUI7 for the lUll of f5,874 ,457. 70, tho o,..bonk'JIC 

praaiooo the" hold b;r Capital Co~, ouch lUll roproatJIUJIC tho 

balaJioo ro..SDlJIC due to tbe l!&alt trca 'l'r&JiaaMrlca OorporatioJI 

UJider the COJitract of OCtober 1, 19)1. C&pital C- thaD p&id 

to 'frauaaorlca CorporatloJI the pr<>eeodo of thlo oelo to el1&1,.,te 

tho Capital ~to Uab1lit)" OJI ito COJitr&Ct with 'h'uaaMrlca 

CorporatioJie 'l'r&JI-rica CorporatlOJI 1JI tun uood tho - tUJido 

to ol1&1Jiate ito Uabillt;r to tho - uJider the October 1, 1931 

contract . 

Tbe rooult of thooe tr&JioacUoa. 1o that tho Balik 1Jicreaoe4 

b;r tho oua of f5,875, 000, i to t..veotaoot 1JI tho otock of lleroh&Jito 

... 
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~auoaal -...lt7 Corpo~~&Uoa -se& u lk "o\Mr ..,_., noeb 

0114 ooourltloo1 aooo•' u4 albll•\e4 tile Ureo\ o'blS.Uoa of 

the TraDIMorloa CorporstloD \o \be JuL laaUall7, u.1 a...-
1ct1on• rooultocl 1D a r..oquial Uoa 117 \be lull: of o\Mr r-.1 

81tato whlch lt had. fonorl7 eol4 \o 'bazl-erloa Corpon.Uoa. Ao­

..,r4111C to tho report nt --~Uon, ooaplote4 oD Jul:r 21, 19)9, 

tbaro r-1.11 OD tho boca of lfercllanh JatlOD&l -...lt7 Corpors\1011 

2J par.:.lo of thio Ul~ purch&oe4 r-.1 ookto, ba..U.C a -

n.lu. of $11,5~, J09 •J4, au kt 0111 of wbicb paroalo ..,.. orte1•n7 

acquired 11:r Ulo Baal< ..,ro t.blm teD :reu• -· &114, aooor4111Cl7. &1'1 

DOW bo1DC 011'1'114 117 tho llalllt 1>170114 fl'n Jl&l'lo lll 'l'iol&Uoll of ..... 

Uon 5137 of tho ll.eT1oo4 lt&tutoo, &I uom.4. 

The aoqu111 tion of Ule ••'b&llldiiC pr•11•• b7 llorob&Dto 1._ 

t1oD&l. Realty Corporation reli'"'od Trall-erioa Oorpor~tton or 

ita wboll7 owno4 eubo141&l'y froa &117 ritok or b&o&r4 of 1ooo throucll 

deprooiltion 111 ftlUAt of the ro&l ootate, while Ulo 11...-.nte .._ 

-t1oD&l. Ro&lt:r Corporation, w11Dll7 ...-necl b7 tbo !&Ilk. u.-oc1 -t 

rlot, 'fhio tr&llaaotion e'l'ici.ODoet -1.11 tile ,.oat• or ,. .. 11&4 

praeUe. of fa'fOrinc 'l'r&ll-ioa Corpol'ltiOD or lte INI>o141ar1eo. 

!hie ""' of Baal< fua4o for tbe purpooe of tllcl.irootl7 pvc~~a .. 

ioc real oototo DOt nooeooar:r for tho Buk'• o.ooao4&Uon ln -

tl'lnoaot1on of 1 to lNolDOII io &II UDI&fl or unooua4 prsoiioe aocl. 

a Ylolation of IIOtiOII 5137 of a ..... 1114 Stotut ... &I oa0D41c!.o lD 

&441 Uon, tile o&rrylJIC of thio Ul0Ciall7 P\ll'oboll4 ro&l .. tate 1.11 

tho bollcl. aocOUDt of tile Baal< ao u lllft•-' 111 Ulo •""* of 
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llofdi&D'" auOMl a.ltJ' Glo:pwattoa. ..._ t111a .. IOIMr 111a1 • 

S."'h Onl4°o u4 110 ~ u. h •h'•"•- -"-... 

• 
~erioa O.rporaUoa 1Np J.l• 

• 

!'be latt report of -iaaUoa 41110lo .. a tlbat o"OlS.UoM tot&J.. • 

inc U6,684,859·96 (of whlall aore t11u t5J,OOO,OOO an aber••lT 

cltu1tie4), ao4 repr•-UDC about 67 per _, ot \he Jaot' • cspUal 

u olloWD 'b1 He 'boob are wllataoUallT ~at vpoD \1M! tllture 

proeparHJ, eanlac _.. ao4 - .. ot '"-trioa Co~Uoa. 

1h au'btl41arlea u4 al.Ue4 iatei'Hlto !hlt OYtrOODotDhOUOD bat 

of \he Jaok, ao4 la oorreepoDd&oe u4 ooDt.,.a<~et 'betlrMD JOU2' ot-

t1Cit aD4 the Jaok. B1 letter, dated JulT Jl, 1939, I 114Tlee4 1011 

that !allure to telre the aoUoD DOCOte&rJ to lrlDC tbh Uno wt tblD 

practice, ao4 10U ••r• wan.e4, J>IU',_, to .. ouoa JO of the JaoklDC 

.let of 19}}, to 41aoontllme web ,.....,. ao4 11Dtouad. FOCUce. 

!be II&Jor porUoa of the aecurlu .. pltdpll ae oollateral tor 

\hie lice 1a repon.4 to 'be pe-nt lDYaa-Dtt ot \1M! !raa-arlcs 

Oorporatioa ao4 1 ta IIUI>d41ari .. , AD4 \IM!reto ... , .., au'bataoUal 

Uqu14aUoo r•aoaa"011 oao be aoUclpote4 troa that aource. !be ....., 

PCirt of -lD&Uoa, 0011plete4 oa JulT 21, 19}91 polota out tb&t, 

t.lthoutj> tbne bet btu little lllprot-Dt lD the._.....,. total 
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. 
ot U.e !'Je• mm• larp liM tor U.. put - t 1-. "-" 
-rioa Oorpona\loa., 111111 1~, 19:n, 11M tl-'•-' 1a u. 
tol'll ot 41rl4.,.4a ea4 111 U.. nU~\ ot lh - 1\ook eaon 
$9<),000,000. 

!lhio O't'VCOIIGeDtn.tioll lll o'b1140UODI Of !noa~CI ~ 

poratloll u4 1 to IU'bl141arill le .., liiiMfe 1114 IIU01III4 _.:t1ce 

wblcll IIUet 'be 41aoolltillu4 'b7 -odl•te atapa to eU111ate U. 

118 

COIICOIIti'IIUOil lll.oa& COM\l'UCti'ta lliiM <}f ~ OIHt lllpaot.. ~ 

•ent 1114. ceoh llqu14atioD l'llt.'ber U... 'b7 •ere Cli>&DCe of o'bli110r 

or tona of o'bliptloD or 'b7 r..acqulolUoa 'b7 t'bl ~ of ,....u .. 
toetor7 or lllopl aoHto, 'lh1cb to a Ml'lte4 4ep'ee baa 'b- U.o 

proeo4ure followed 111 tbe poet, ao 41ooloH4 'b:r U.e ftl'lowo r .. 

porte Of eDillDOtlODo 

Int~r1ea Corporatloa Coatraoto, 

Oorta111 aooota wore olaaaif1e4 ao •ao11'bllltl'ble 0114 1ooo1 111 

the roporto of ....,laatioa m4a 111 1931 aD4 1932• !bell aueto 

to the utut of 110ro U... fJ5,000,000 ware m4a the au)Ject of 

thr11 OODtracto (nf....-.4 to lat.,. u IDta-.Aaar1oa OorporatloD 

coati'8Cte) •tere4 iato 'betlle• t'bl ~ .. a IDte......,.rloa eo... 
pol'lltloa which aa a 'llt>oll:r .......a 811'bo14lar:r of !'raDHIMrica Oo~ 

poraUon. 

ID 01UI1DC tho oo"*II'&Gt• to 'be euaute4 u4 to 'be collatel'll].-

• 
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tu4 1>7 ,..,....IUoo ot •-ttal ftl,.., ~ nl• Ooapaau011 

(OOblch U>oo OWDod 99·65 PG' _, ot .._ otoat ot ""' baDk 11114 ... • 
thlretore, reoponolblo dlroo\17 or ladlrec\17 t or tho \broat...t 

.. lnooot of tho-· · oopttal) ou~ -ltll\14 a purpoao 

to otroncth011 the capital pooiUon of th.e J41Dk, 'l'heoo oontracto 

purported to repreaant ""' onl7 to .. public, but aloo to tho -. 

Uonal balllt ouatnoro 11114 tho Coi'Optrollor of the Curron<Q", bln!lnc 

obllpttono of the Into .... .&aorloa CorporaUon •• .. u ao lopl bol~ 

!"" ""' liquid .... to ot \be ~ 

Jach of the original IDte~.&aorloa Corporation contract. pro­

Tided for po:~~ent of the balance of tho purchtoo prlee of tho noo­

-blo 11114 loll It•• oo•erod b7 tba at tho expiration of ooo 

yoor !roe tho date of the roopectl.,. oontrach with lntor .. t at tho 

..-to of 6 per cent per ann,. o:> 'CIIlp&14 h&lanceo , :r.... u .. to tlao 

the l!at11 for portonoanee of the oontraoto (and the contequent ao­

crual of int·ereat thereon) we.r• exteDded. !heat eztenatona nr• in 

ro&lltJ tor the benefit of rra..-rloa Corporation or Ito oubtl~ 

lorloa, ll;y nrtue of theoo utonolona the book wt.o doprlnd ot ID­

ooae contecpl&ted b7 the or1&b&l cont.racta . '!be e.xtena1ona r ... 

-14 tho contract obllptlou trca tho oatocon ot "bad debh' 

•• 4ef1,.4 In oooUon 5204 of tho llw1te4 Statuteo (u,s.c. Utlo 

12, oec, 56), tboreb;y IMIIt1l>C pooolble tho ~OAt ot lUp 41•14oDda 

to ~lea Corporation or Ito eubo141&rleto J'lrAll;y, 'l'ru .. 

U9 
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-r1ca CorporaUon or lb Rk141ari"...; ..ute4 '- -14 act18l 

plllltDt or \he b1D41q MllpUne ore&ted br \he 0011-.te. '!be 

uteneiooe were clearly Wltate or UDooWid 'baDtiDC pno\1-. 

!ftle eetho4e ueed 111 the a.Uep4 ellei.DaUon ot the -.Jor po,... 

Uon ol the ob11pUone or•ted br \he -called IDt..-...erica eo,... 

p0ration oontN.cto ooneUtute 1Jil1101'e or unooun4 practioee ln &n4 o1 

theD10hu ..., abo rt14enee the ultleete unll01'e or UI100Wid practice 

Corporation or ito eubo141erlee. !be ••tho4e ere 41ecloeed ill ,._ 

• 
oent reporh or U1181Datlon uncler the h.unc "Lt.rp Line• . J.tteD-

Uon h called to eome of the aethod.e ueed, not one or 'IIIlich •• 

fonoaU:r appron4 b;r the :8...-d of lllreotoro end which ere ae tol-

10'1'1& 

~· In 19}5 and 1936, certain Government and eunloip&l bonde 

vere written UJ> to the extent or approxi•tel:r 314, 000,000 &Dd a like . . 
-UDt •• apj)).ied on the oblS.C.Uone ropre .. ated b:r the lDte.......,..,.ioa 

Corporation oontracto. 'lhoee obUptione oould hen beea collected 

at their reepectbe MturiUea b;r reoort, it neoeeaer:r, to \he ool­

l&to.-1 plodcod ae eecurit:r tor th .. &nd, therefore, thoee applic.­

tlono Of credi to OODI ti tute the B&kiJlc of Cifh Or the forcirlDC or 

debh, neltber or ;rb1cb """ be Juetltled. 

'rhe nHinc up of appreci&Uor in eecur1Uee without girlnc COD-

~ . 
aideration to depreciation and looeeo in otber aooeto io not in ao-
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cor4 wi\11 ...-4 'le""'ll ~ .. _. I• • _,.-. ... 

p~tl,.. !1M wri- .......... - oUitlo ..... Ia * -
poru or -111AU011 ...,.. ....... tiM NQ~~otl•• peno4e 111 11111• u..r 
ooou.rro4o 

~ 011 h'llnarr 1, 1933, N4 1_, 2, 19)14, tile lUIIe 

enttro4 into contNoto with 'llloll7 0111114 w'bolcllarlM of '1'ft.a.. 

atr1oa Corpor.Uo ... Wbuo'117 \lie Bulk eol4 all of lh aarp4 ott 

uutt, lDcl...Ua& thDoo to 'be ct.rp4 ott 19 to llalT l, 1937, t ... 

& total OODdUratlon of .)00,000, ~HqUDt to thi>M Mho, 

.... of tile chcrp1 ott uwte •- llqDI4aW 1114 tbe prcoee4o 

thueot 1D tho acnmt ot .1,486,185 .. re aro4lto4 vp~~~ tiM :rat ..... 

.&llu1oo Corporation -trscte. Oil Jul7 111, 1937, tho Bulk re­

pu.rch&to4 tl'<)ll tM Cap1 tal Oolllp&IIT IIIII. Ca11torDla :t.aD4o, IDe. 

(oueeouoro to tho orlc1Aal cootracUnc oullol4larloo) tbe reol4,.. 

or ouoh oh&rp4 ott uoeta tor a. ooo.d41NUon ot f6, soo,ooo, 

'Wl4er a -0&1114 &II&J'ADV b7 !raA-r1oa Corporation that tile 

Bank 1101>14 obtaln throueb llqol4atlon of th- aaoeh th& _, 

of tbt purobaee price, Ill .u.itloo., the OODtNot prcn-l4e4 \Mt 

ftu- uioa 0orpo2'&tlon wouJ.4 Ohare equaJ.l7 with \lie llut lo. .U 

roc:o'I'Or1eo ..,.r ao4 abc>Ye f6,50Q,OOO 1111tll tbe 7IAr 19117. ot the 

pu.rc:Mot price pal4 b7 the llut, .5,sllii,2S7 .... .W. -Uablo to 

'--er1oa Corporatloo. thrcuP a eerlH of Int ..... ~ bock 

ontr1eo an4 ono.tuall7 .... cro4lto4 upo11 tho obl1~&Uono of fnae-

• 
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.. ertOt. Corporatl.oa • t~oe ~:a--.....n,. eo.,...u ... --·· 

~ r-bhiC porUoa or \loe pvollo.eo prloo , apJ~rQZla\el:r tfi57, 000, 

_, uod by C&litoral.a IMI4o , be. to rod110e Ito ll.abUl ty to t bl 

Bonk UDder the real ool.ah -trach Ill~ lloCNoood. 

The repurcbaoe ot abl.rpd ott .. oo\o m4eaooo oitw u.o 

teldDC of I CfOOol;r l~to COilol4oraUon at Ulo tl.ao of tllo 

orlcl.oal oole or tbl p~~peat of ID llDOODOoloaoble prloo - theoe 

auoto were ropurcbaood ao well ao OD 111-.J. OD4 =-ntod IIIYeo._ 

ment of bODk twl4oo lD t.4lltioa, the tl't.lloaoUon m4eaceo UD4"" 

!norltt• to 'Pr..,....mca Corporation ID4 Ito Ollballlt.rleo lA Ulot 

tbero waa Ollbati tutod tor a ftl.U aD4 wll.ooecuro4 oblipt!Jln ot 

'l'rec-erlca Corporation a STO\Q> of F"louoly cht.rcod ott aoeoh 

of nry quutlooable ftluo purportlnc to be oecurod b:r a lone tom 

cuarant:r of the 'PrOD-or! .. Corporation, tlma turtll.or Gton41nc 

lho t!Jle tor po....,t for I to orlclnal obllption. .t.l.l of tho r .. 

eoYtrloa, put .. wall u fUturo, on the cllarCod ott uoeto obo~4 

h&n boon t.n4 olloul4 be uaod to talco .-ro of other looooa t.n4 to 

otroacthon tho e&pll.al atructuro ot tile BanJ<. rat!llr tbaD be M4o 

tbe oul>Joot or 41roct or lad.iJ'oot cttta to the 'Pr&D-arloo Ool'­

poroUon OD4 &lliod lntorooto . 

Third.. .t.D t.4dl tioDt.l portion of tho obllpUon of ,..,._mOt. 

Corporation un4or tho Into"'"'-rloa Corporation ooatmch aUacodl7 

- ollatnoto4 by a ao-oallod o&lo of 56, 6110 abaroa or • took ot 

• 
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iatloaal CU7 11uk of ... 'I'O:rk ~ ~ Ooapwatt.a to 

tM s...t for a ooaeU..\loa of t2, 716,100, llllloll - - ..,.. 

pl1ed u a oredlt vpoa tbe lat-.tamoa Corporauoa ooatnat 

obl1pUona, lD tha 00112'ao ot tho lr&uaoUo11 tho lluk ,..,.. to 

Tftn-orloa Corporat1o11 • -.allot 10pt1o11 to Pvabaeo• \be 

li&Uoaal Ol\7 llallk otock at \be rote ot 111 )20 obaroo per 70&1' 

onr a tlY .. 7 ..... perio4 tor the prlc. at *lcb tho MCW'ltlH 

were purchaoo4 b7 \be BaaL 

AlooQC tho obJocUoll&l>le f•tureo ot tho o-not 'OpU011 

to PurchoM1 l!aUoll&l CU7 llaDk atocl< ti'OIIoaotl011 aroc 

(a) lD Gorcldac the tirot option tor the JNJ'­

chaoe ot 11,)20 obaroo at the otock at ~ 

a lb&re, a aeoond. 110rtcace on real et t&t·• · 

due ln approx1Jiatel7 15 ,..are, wae ottered 

Oll4 accepto4 ill 11eu at caoh. 

(b) 'l'be llallk took the otoclt llll<ler &II arroncact 

wborob7 !ru-rlca Corporat1o11 rather thaD 

the llallk would ODJo7 the bmetl to at &117 I.D­

creaoo ill the -.rltet price. 

(c) 'l'ho a441tloaal ll!, liOo obareo ct llatloaal Cl\7 

llallk otoclt, allocecU7 ple4ced to the llaDk b7 

!rall-arioa Corporauo .. , h l~uato to 

protect \be llalllt apllltt &117 approolable drop 
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1n tho urat price ot tbe atocili:, &e 1o 

dioeloaed by tho Oltie&ted 1011 of 

.-,24 , 720 aho1rD 1n the la1t report of e ~ 

ulnatlon. 

(d) '!'be :Bank h doprind of tho rl4bt to die­

polo of tho 1toell: except to tho oxtent that 

Tranaaoer1ea Corporation tails to exeroiee 

1 h option 1n &liT parU cular ;roor. 

'!'be purebeoo of tbo National City Bank otock eonatitutea an 

illegal i meat:aent of b&nll: flm4o &Ad a ouboUtution of aoeur!Uu 

which the Bank could not le~lly acquire for a blndin& and woll­

loeured obligation of Tranaaaeriea Corporotion. 

~· From time to time certain notoe aold undor tho lnte~ 

.&ae·rlca Corporation contracts were reinat&ted. as aeaeta ot tho Be.z3k 

aDd cr&.dit was &ivon t o Tre.naamer1e& Corporatiol'l on the eontraeta. 

!heae reatoratione were occaatoned b7 the 1ncroe.aee 1D the u.rket 

Yllue of coll•teral securing the roapect1To notea &n4 appear to baTe 

boon baaed ool ely upon tho f&Torablo a&rkat price of the collateral 

Without re~ to the u ne•- eial ,.,rth of the ID$lcer1 of the note1 or 

tho futuro 1t&bU!ty of tho market. The ur1Ung up of loan1, .bleb 

•ora eonoidored to be of web nonb&nl<:ablo ebo"'etor &o to be charged 

off, aolo1y on t ho otren&tb of an unroalhed appr eclltioo I n Taluo a o 
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a raoul t of an 1:Dor eaae 1:D \be - t prloe of the co1lattftl ".,_ 

1111 tn., h purel7 spoculatlYe, 1:Doono1etao• wlth ..U..d allll­

oouD4 buldQC pr1:De1pleo, a114 wbo1~ .....,..Ufie4. 

•self lnsuraace• 

011 P11C0 18, inaort 16, of tho report or -inaUon, ea.p1et e4 

on Joly 21, 19}9, tho -tz>ar cl.iocu .. eo the oo-c&lled •oelt u..uz._ 

ance• plan of the Bank, UDd.er which tho B.U pur_>Orta to aAn7 1 ta 

owo !1dol1t;r 1nouraneo tor the !lrat $100, 000 , 1>:" depooltlQC pr­

illllo which would othol'\'lilo l>a paid to an lneur*""o OCII>p&n;r, wi\b 

Tran-erloe l)oural Corporation. Thlo plan wUl not be dhcuued 

ill dotaU , dnce ;pour le\tor of ~t S, 19J'J , and eocloaureo, 1,.. 

41catoo that ;rou are tul1;r aoqua1:Dte4 with tho plan. 

Tran-orloa l)onoral Corporation h a ohol13'-owno4 oubtlcl.ia17 

of 'l'ran-orioa Corporation, and it dooa not appear that tho Corpo~ 

tlon hao an;r authorit;r to do an 1:DIIUI"*""t W.\nuo. '!hie practice 

ot dopoo1\1QC with or pqinc inouranco pr•l\1111 to ~erioa 

l)onorel Corporation conotituho an uneafo and unaoUDd. bWiQC 

practice. I! 1 t baa not alraad;r becm done, tho practice ohould be 

cl.iaeont1:Due4 and tho r-inlDC bal&noe of thAI preai\1110 paid to 

Tn.noamorioa Oenorol Corporation , which, ac<>Ordl.DC to tho ozoainor, 

totalled ~,272, 659 . 55 ao or !larch Jl, 1939, ohould bo returned to 

the BW. ftUura of the Bw to c1.1ooont1:Due IIAldDC oucb pa:r-ento 

to 'frt.n-erloa Gen~ Corporation or ta1lura to - i•o4iote 
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•~•P• ~o obtain ~ho re~urn ~o tho Baok of the balance of ~he pra.-

1.-o r.,...1nt nc w1~ Trallo&merlca Oene:ral O.rporation, 111.11 be and 

eo·ntinuo an unl&te and unsound. practice. 

V1olat1ona of Law, 

In d1aouoo1nc tho Wl~o or UllooUild bonlcinc precUeee 1n ~. 

pr ocodinc p&geo certain tranaaetiono Ullder oone1deration wore cleo~ 

natod ae Yiolatione of 1&..,. UndfQ" the preaont b•ASnc are 1nclttded 

add! tional rtolatlona of law ( thio .........,. conta1no "'"'oral of tho 

vlolatlono referrod to 1n precoding Jlii«<O) 'llhich tho BanJc or Ito 

d1r eotoro have tDovincly or negligently ponoittod i to officero or 

oconto to cOlDIIi t . The trenoactiono 'llhich conoU t11te Tio1at1ona of 

lav will bo very briefly identified, oinco de ta1lo ni t h r eference 

to ouch tranoaot1ona aro aot forth in tho laot report of a>amin&­

tlon of the :Bank, cocpletod on July 21, 1939• 

Section 5200 of ~. Revised Stat\ltoo, u Ulandod (11. S.C. title 

12, ooc. 84) , Thio ooction b&a boon Yiolatod bJ excaoo1ve •obltco­

Uona • of Trt.numorica Corporation, and Ita wba141ar1ea, to the 

B&U. (Boport of U~~Cln&tion , coopletod Jul1 21 , 19}9, pace 8, 1n­

oerto 1 oeq. ) 

Section 5136 of tho RDYiaod Statlltoo, aa oaondod (u,s.c. title 

12, eoo . 24) , Th1o aoction baa boon violated by ~o acquioit1on by 

tho :Sank of 56, 6oo aharoa of otock of tho l:O.Uonal City llanlc of l!ew 

Tork from Tranoamor1e& Corporation, on July 14, 1937 , 45,280 oharoo 

• 

126 
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of which WIN held illec-ll7 by the :&c!lt at tho U.IMI of tho l.an 

uuln&tion. (!!,!!. , P"C" S, inoerto 4 to 6.) 

Section 5137 of the ieTiood Statutoo , ao aaea4ed (V1 8, C, t it1o 

12, oeo. 29l· Thh oectlon baa bean Tio1ated in tho follol71nc t ....,._ 

a.etionaa 

(a) On or &bout July 14, 19}7, t he BaDio: 1l1ep.lly ropurebaoed 

certain proporUoo at one time oned by the BaDio: aa4 carried ao 

•Jilturo &Dd Jllnoer BaDio: Premloeo• but eo1d to ~-arlee Corpora­

tion, on or about October 1, 19}1 . !bio illopl aoqu111Uon -• ef­

fected b7 the Bank increeelnt; in the amount of ~.875,000 Ito tn.eat-

nent In tho otock of llorchenta llational Roalt;y Corporation, a wholly 

owned auboidtar;y of the Bank. (~ •• pogo 14, lnoerto 32 to 66, ) 

(b) Tho report of """"'inatlon, complotod on Jul;y 21 , 1939, at 

page 14, inoort 72 and 73, l iata a number of propertloo acquired in 

Ylolatlon of thio ooctton. 

(c) Tho report of """"1nat1on, coap1oted on Jul;y 21, 1939, at 

pogo 14, inoert 71, 1iata porcola ot real o otato Ybich baYe been 

holcl by tho lank bo;yoa4 the fiy&-yeo.r ototutory period proocribed 

b7 tbia aectlon . 

(d) Tho r eport of CD~~l,..tion, coaploted on Jul;y 21, 19}9, at 

pogo 14, lnoort S, Uota three propertleo wblch ohould bo carried b:r 

tho Bank ao •Other Roal ! atate Owned•, rather than "Banking Premieea.• 

Thooe proport1ea h&Yo not been uood &a banking promlloe and h&TO been 

Regraded Unclassified



• • 
-25-

hold 1>7 t.bo llanlc 1.11 .....,.,. of e1CY., :r-ra 1.11 Tl.ola U on of tba n n-

1oar ot.tutory period preacribed b;y t.bia aeoUoDo 

SocUon 24 of tho Jodere.1 llea...,o Act, ao .... dod llr,a,o. title 

128 

12, ooo, 371) • !t'be r eport of -iD&Uon, oc.plotod. on Jul7 21, 1939, 

at poco 9 , in11rt 13, containo a recapitulation ohowinc a total of 

ol6 , 255,229'. 66 real oetat o loana "hich are i a Yiolatioa of the roqulrc­

aoah of t.bio oocUoa. You are turthor IWbiMd tllat tho loan to 

Capital ~ for tho conatrucUon of a deperta011t a tore (Ibid., pep . . - -
S, inoort 10) vhich, accordiot; to ;your latter of .f.ucuat S, 1939, baa 

booa iaoroeaod. to .l,ll()(),ooo, 1a a nolatioa of thia aocUoa. 

••••••• 
In tho courae of thio letter ccrtaia pracUcoa indulged. ia 1>7 tho 

Bank bavo boon obaractorizod. ao uaoato or W>aouad., ouch aa the practice 

of undul7 favoring 'rran"""'erica OorpcraUon or ita oubaidiari oa or &1.. 

liod intorooto, without duo recard. tor tho intor oata ot tho lank aod 

ito depoaitora and ot her credit oro. In thia connoct1oa each director 

ao4 each o!t1cor of the llenk 1o horob;y araod, puriU&Ilt to tho pron ... 

lana ot aootion 30 of tho Jlan!dng .let of 1933, 48 Stat. 193 (u.s.c. 

title 12, ace. 77), to dhcontinue all pr&eticea which •7 unduly t• 

vor ~aamerica Corporation or ita aubaldiarioa or allied iatereat, 

whether by ~ of peyl.ug \111,luat1fiablo d1Y14onda before baTI.ot; .-de 

appropriat e proviaiona tor t he e11miaat1oa of oritioiaod aoeoto and 

tho ootablhbmont of an adequate oouad. capital poalUon , or by ny of 
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1111...,.ranted ezteno1ono of CI'CI41t , el U.. cUreoUT or 1D41.r~, 

to tran.....,rica Corporation or Ho w'bo141arieo or atfUiatee, or 

b)' wa)' of ..alo:iDC glfto to or forgi'rillC ~bo do'bto o1 '!ran- orloa 

CorporoUon or ito oubo1dl.&r leo or att1Uateo, or In av ot bor -

nor or 'by &nf otbor mean.. 

In ad41 tion, each cUr ector &J>d each officer of tho llaok 1o 
• 

horo'by w.rned, purouant to the proTiotono of ouch otatuto, to 41~ 

oontiwo •cb &J>d all of tJUch unaato or unoowld pract1ceo referred 

to lD tbio lotter &J>d to 41ocont1nuo tbo Tiolatlono of law referred 

to tn th11 letter, ae well a. aU other unaate or uo•ound practice• 

or Ylolatlono of latr tthlch b&n 'boon diocloood 'by tbo reporh of 

CXILI!linatton. 

J'urtbermora, oacb director of tho l!ank 1o herob)' warned. to 

4heont1nuo the unoafo or unsound praotloo of dolop.Unc, or p&"-

alttlng otboro to exercloe, directorial dutleo. 

Tory truly youro, 

(Sicned) Prooton Delano 

Preston Delano 
Coaptroller of the CUnency 
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Addreau ReplJ To 

•eo.ptrollor of the c ...... eacy• 

-
Dear llr. 01ann1n1: 

• (COP!) mu:m r 

aartklLL!R or m CIIIIRILt 

Dece8b<.r 12, 19)9 

Ref~renca 1o ll&de to 'DI! recmt coofer.ocea at llaabJ.AitoD 

nth you ~ lleaara. L. II. (Hemin ! eDd Cherlaa I. Colllna repre­

sentl.Dg the l!o.Dk of Allerica kti-.1 Truat. eDd S..YiQp Asaoc1Dt1011, 

Sen Fra.aciaco, Ce.lUornl.o., which ,.... held at ,.., .... requeat t.o dia­

cu.sG cr1t1cieu ond rec.-endat.icaa relatillc to the condition aDd 

mnaso:oent of your Bank as set forth in Ill)' lattora or April 14, 

July )l and October 2, 19)9. At these cont~rencoa you 1nd1eeted 

that in spit<> or these letters and otbor 1nforwat1on Curniabed tba 

&nk, further oxpltll\ktiOD 2S reqU6St<"d U to tbo beals or tbcae 

critieiaao and rec011101endotions, Md I coapliod \11th your request. 

Durlnc tbe courao or tbe cmterenees, you and t.bo otbor rcpre5enta­

t!Yoo or tbe l!o.Dk adYil!lced certa!n &rg\~Unts eDd ..C. certeill 

aue~cationo wbicb ;you requested be ccosid~rod b)' tbia office. 

Al tbou,b I bad al.re3d;y s1 'ftA careful • tud)' to tbis entire 

aottcr over a lon& period of tiae, n'vertbeloas I bovo coaplied 

•itb your roquaat &nd bn•e Si•on further careful cooa1derat1on t.o the 

&r"""""t• and proposals pre aentod b)' you. In Ill)' opW011 t.be;r f Ail 

to ••ot 1n on;y' iaportant pe~ticulcr tbe cr1t1c1 ... aade of tb~ 

\U\tofe and 1111aoUDd bcnltl.ac practice• ODd no:U.tiona ot law purauod 
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Ia Ol'der \lat. u.r. ...U lie • lllan' ,,., ... ot \Ia PMit.la 

• 
or uua ott1ce, I llball .,.U be 8pnU1a llitll ...,_ t.a \Ia 1101t. 

n.sret or t.heae pnct.1eea • . 

1, Tbt Di"'dm' hllq• SpeCiltic ...:nw... ap.iut the """*'•••• 
of your cl1rld....S pol1"7 ao AD lmllte Uld UDIOUIIII bonlr1ni practice bepa 

011 and baYe cccti.JIIM4 a1Ace Septeaber 1), 19)8. lleapita theM "VVI1Ap 

your 8aDk baa del1beratel7 pursuocl the .._ pol1C7 Uld baa ckcl&c-ed 

d1rtd8114a at tbct cr1t.1c1&ed rete "" three aap>re~ occao1ou. •~ oar 
• 

last con!anneo, JOU 1Dcl1eeted your ci.cteraiJ>aUon to CGG~l.mle that 

policy. Your IIJ&&OSt1on i.DTDl'fiD;;: the .... or cl1v1d0Dda Jl&J"'Olt to 

TnnMaCr1co Corporation e1tber (1) tor t.M purcbao~ or additional 

etoclt. in Ule &nit, or (2) for Ule rat1renont ot oblll,ifltlona o"ed the 

Benlt by 'i't-&na..,or1ca Corporatioo or ita oubaid1aries, is not only 1.11-

adeq~».te &Dd evo.e1ve but bas 1oplic1t in H T.lle P'rpetrot1on or a dace1t 

upon your otockholdora, other tbaD 'l'ranauer1eo Corporotion. Obrtcnwly, 

such a propoaal eov.ld not be C<llllidared aa ... ttq our lea& conti.DI>ed 

cr1tie1 ... ot your cl1rldend. pol1"7· 

2. It! Ctn1 tal• Dup1 te 11r repea t.eel iulot..Ace U.. t new 

eopital be prondecl, in ,rlew or the Eanl<'• er1Ucbecl •-ta, ita 

over-coneent.-ation in real estate, Uld tbt UD .. t1otr.ctory pro.....uiJII 

ratio between 1te capital Glld dapoeite, JOU b&Yo tlkfn DO otape. to 

correct thla cond.1Uoo, l1lld 1011 ba'14 autal.tted no utiotactory p1.aD 

to tMt ellll. Tbo cuual a~~~~&eat10IUI lll&de b)' you 1\t t.ba COIIfere~~cea 

obrtoualy are no aubot1 tuw tor the naeded eap1 tal, IIIGI' tor 0 clet.alled, 

detinltbo and ncccptllbl., pl&D. 
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) . CbtrdM otr of 1Q''''' I cUr&(! ted 10'~ iD ., let. ten: or 

July )1, October 2 .....S lo.,..bor 15, 19)9 to cbarGo orr all loeeea aet 

up ill the ropor~ ot exaainet.ion c.-pl;>ted Jul:y U, 19)9. At 011r lui 

conference, :you oto.~cl tbut you rotu .. cl to cb4r~e orr thoeo losses. 

You aubalittecl no propoeal othar than that of occcptin& ctrtoin oppraioale 

of the AIDorican Appraioal Co~>p!U\j' or illcr ... aing el115)1t.ly the doFrociatio>n 

on roe.l utote. You have furnished ua with ccrt&in Y&luntion figurrs 

which :you report to be the s~ resllltc or an appr~aal .. de tor you 

b)' the Aacrican Appraieal ColllpoQ1, nich appraisal ho.a not bun ..ad.e 

aftilable to ua. I cannot ace opt these tij;Ureo a a juatiticatiCI! tor 

your rftruaal to charge ott asseto tba~ in ~ roitoratod vie• sbculcl 

have lone silica been 'l'll'itten orr. The .Ur;bt incroaoo ill the depreciation 

rate thot :you BU6!;e&t bardl;y n"'ds ccorJI!ent. Its illaufficionc;y is 

obvious. ll:r aug.testions bnve a1n:ye been pointod to~ard charging off 

these loaaee, not amortizing them. 

Tho fOrejiOing arc tho aoro :IJDportant ot t!lo 111aafo end ta>aound 

bank.i1lg procticee and violhtion• of law which :yo~ 86nl< haa persis~ 

in in epito of ~ 1'1!pea~ mrnln::o. .ltl.«ntlon hoo bean called "" 

n,..roua occeeione to theso and other unsol'o and ta>aoUDCI b&nldJlg 

practic•e end violation• ot la~, includins tnr Bonk's fail~ to ~ 

•tepa to hnve rotu:rnocl to it the 1erce talanco CliJ'l'iod •'ith tho 'i'r~•­

neerice Conerd Cj>rporation in the fund dosij,'llal.«d b:r ;;ou as tho ,. 
'Self-Inourenec l'llad. • While I am naturllll;y plouoad to note improvo-

.,•nto l'lhich have bean Ede in tl•• ilo.nk 1 8 position in resord to certain 

criticized pro.ctices, most of .:bleb iDprovCII<IIItl were •de durin& the 
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J»n JMr ill l't'lpaue to 117 ~~. ancn~Ml&ta ~ ilopoZ't&n 

raet ..-1111 t.bt.t tile_.. ·-Ual Uf..:te ill.,_ Jftc~lc .. , -

of whiCh be VI beet~ outlillcd aboYo 1 .--iD latollllbecl tv ncb cban.,ea 4lS 

you bo.Yo llllldo. 

The dutiee pl.acod upcn t.bia office tv ••ction SU.O ot the 

Revised Stotutea of 1873, &a ... ON!ed (U.s.c. titlo 12, aec. 481) 

roquirt .. to soa to it t.bt.t 1111 rec._""'•tiona &Dd G"i&"ltiooa, 

boa•d upon the l&at report or exee1nnt1cn of yovr Bt.nlt, are e.-plied 

rltb. In the ... Jor roepeete &ll!ltioned aboYe, 117 r..: __ .,•anicna 

&D! a~.~gGeot.lona b&'fo not boon eoaplled with, altbollib..,... tiJul the 

at.\tutory tiao tor ccaplhnec :...$ po.aa.d. ~••• appropriate &Dd 

apoc1t1c atopo to correct the !Dilttero r~tcrr~d to nb<o•• uo ta1tm1 by 

• 
the Boord of Director& of your aank by Dcceeb~r )1, 1939, 1 shall be . 
eoopollod to take such action o.s the lA:r authorboa &Dd requires to 

protect the intoroato or dcposit<>rs end etockhul dor8. 

I roque at that " cow of tbio lrtter bo tran ... l ttod to each 

ot your directors end I am enclosing autf1c1tnt eopiet tor that purpoee. 

I do thia not MJ"(.ly that the ;;ravlty c;t t.b.la aituatiad aball be 

preoent.td to tb6a but alao 1D order thet ncb tiDal p-opoa;Ua as •Y 

be tor tbeoain,; ~ ban 1D tbeir 1Dltiati011 &ad prtaontot1oo the 

aponaorchtp nnd appro'flll ot tile Boe.rd ot your 8oulk • 

llr. A. P. C14Dn1Dl 
Ch&l.noen , Boer<l or Direcwrs 
8alllc ot Allerlea llllt1,..U 'i'ruat 

&D! Sovinp Aatoel.Atlon 
Sen Preneheo, CallfUI'IIia 

Vory trulY your•, 

Sl1;11ed - Pre a tOI1 Dolano 

CrAOptrollor or tho Currenc~. 

Regraded Unclassified
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lloUIIt ar AiiEIUCA 

kticN>l ~~~ uaoc1at1Cil 

San Francisco, Calitom.i& 

&llllllT G 

New Iork 

11r. Preston, Dolano , 
c..ptroUcr ,r lobe Currency, ,.,..,.\117 DepclM.Mni, 
~:<s~. D. c. 

Deer Sir: 

Docoal>or 22, 19)9. 

I ~•kn~ledge receipt of a coaounlcat1on froa you dated 
Deceal:or 12th, 19)9, and "ddre3s<d to ac ao Chn.in111o cf tho Boord ot Dircctcrs 
or tho Brunk of A»orlca. Nationnl rruot and SoTlo&• Aoeccit.tlon, Son Frencisco, 
Cdi£ornln. .,,. letttr lllld a portion or the encloOUl'CG hove been furmrded 

to 100 nt the St . Rq;ls Hotel in lie.: York City . 

In the lettor, you svoclficolly rGquoot thli~ a copy of it be 
tranomHtcd to etoch uf the Dir<Ctors of the B<tnk of tuocricn, llatio,.l l'r\l!lt ond 
savings Aeaoc1at1vn, "nd you st.t:t.e tlvlt :rou aro cnclu&iool sutficiont copies tor 

that purpoac . 

Upun ndvicc ot QY e..unscl, I hli~e to Odvise you t.bot I auat 
dtcllno to cuaply crilob your rcqucat, insmuch ·•• your lc~t<;r cont.:Uns 1111ttor 
Wblcb 1a voasly dcf..-aWJ7 and libclOU#· I aWit lobtrefvro rctuso to ~""""' 
a party t.. lobe publlwt.ioa or circulnt.iun or r. Hbol up<~n tb6 Corpur:>.tion or 
w!>ose ilocrd of Dircctora I "" CbairaaJI, upcn ita utficcra and upoa all or &<eC 

ot ita Directors, incllldiui :oyscl.f. It it 1a nov the pol1Ci ot t.bc eooptroll~r 
of t.bo Curnancy, under t.be direction or t.bo: s->erotory of t.bc ·.r ... GW:'· to cnfot<X 
oc;re<acnt to ouch 

0
p1n1c>ns cs he, or the S<-crotar)', ail:l>t. bne t<>t'lled rcprdiGS 

tho Bank ot M.or1..,., Hn~ivnnl 'l'ru:lt nnd Sc.vlc~>• Aoaociotion, or the officers o>r 
Dtroctors loberco!. by openly charging viulot.ion• or lar. oDd. diahcnc;5~. beth 
e<~rporatc lllld ptrsonnl, I ahall bnvo to a•k tbl..t you uae o..e tnstr.-ntr.Uty 

ether t.bon ao tor this puTPO••. 

Regraded Unclassified



••-m•2?5 e 
ao.vo1t... of u.. ow, a 

••Maawa 
~ .. repl7 \o 

•eo::wtrollor of tM OurreDaT" 

Dear JAr, Jnrar4t 

Ptu'ouan t to tM r .. olution of the :Board of D1r .. \oro of tM 

ll&zlk of .&~~~rica llational 'l':rUit and &a•ille• .Uoooi&Uon, 11ata4 :llp'-ber 

30, 1~38, requootille th.et all coCIIIUll.cat1ono to U.. !loar4 of Dir.atoro 

froc tM Co~~ptrollar of tba C'arreDq ba tranoll1tta4 tbroueh tM Saeretar, 

of t.lle !loar4 of Dir.atoro , I ... IDaloolJlc berwith tor tM lld'oration 

llld cono14ol'llt1on of each Dllllher of tbe Board of Direotoro of t.lle :Bank of 

Amorlca llat ion&l 'i'rult and 6aYinga .1 .. oc1ation, a oop7 of a letter whloh 

wao tranolll1 tted on Deeombor 12, 1939 to llr, .1. P, 01&Dn1n1 u Chair.., of 

tho Board of D1rootora, 'i'bat letter waa a44reuo4 in tbe flrat inotanoe 

to llr, 01anD1n1 , inaalllUCh ae be had recently contorrod 1D Wubl.ngton with 

Clll coneornin& tM ~:~~ttoro coYOre4 1n the letter. 

fiinol qy lette.r to Wr. Giannini wu of Tital 1ntereat to eac):; 

lllroc tor of tM llallk, I requooto4 h1ll \o tranallll. t a COPT to each of tM 

lliroctora and I oncloaed wutf1c1ont eopi .. for tMt pwopooo, liT letter, 

dotod ::lecor.ber 22 1 19391 llr. Ol•nnlnl relV.aed \o 0011pl7 wU.h that requoot. 

.lccord1nc17, 1t 11 nacooeary for me to tranallll.t to eaob Director, throuch 

:rou. u Soorotary of tM Joar4 of J)1roctoro , a 001/T of 1111' latter of lloce-r 

12, 1939 tO llr • .1. p, 0 1&DJI1D1 and of hio repl7 of Deo•mber 22, 1939, I 

Aloo requoo t that 70U tranalll1 t to aacb J)lreotor a oopy of thlo lottar \o 

7011. Suft1o1ont copioo for that pwopooe are ODOlooo4. If 7f1U are ...,.blo 

.. 
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to dol1nr oopioa of tile above lettoro to an;r Diroctor, pleaoe tl<!Yiao 

,. inloOdiattly o! that !act by teleua.m collect, 

• 
In fairnooo to your Board and, in view o! Wr, Giannini '• refusal 

to tranamlt copi es of ~ letter of December 12, 1939 to the Directors , 

I &Q will in& to conai der a request , if rece ived on or before January s, 

1940, that I deter resorting to ~ local relliOdieo !or a raaoonable t!Joo 

In order to cive rour Boord an opportunity to act, 

:a . P. A.. ~orard , Esq. 
Secrotoey , lloard of Dir ector• 
Bonk of .&morica lfatioMl Trust 

and liavinca .Uaociation 
San Franclaco, California 

3ncloauroa 

Very a1ncoroly Jour• , 

(Signed) Prooton Dolano 

Co:ptroller o! t he Currency 

Regraded Unclassified
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R. p, A. !vorc.rd, Ea~. 
s.:crct.&ry, Boord of Dirccturs 

(COP!) • 
JaniiiU')' : , 191,0 

84nlt or AllloriCd Nc.ti~ftlll Trust and Savin<;• ba.:>ekti•n 
1 Pv\l'ell Str•ot 
Sae Proncioc•, Colifurnia 

Ra your t.olopbonc c..,n.,6t'S<lt1"n uitb Uplwo the C....ptr..ller•c c.-.ml.~­

ti<ln or Dtccaber ::8 cclclr.,.aod tc you rccti>Ooting tM cliatl'ibutlon a.>.."'~~!; tho 

iodividucl DCaberl of t.bc. Bourcl of Dir•ctcrs of CCI't&in C~Spend~nce 

bel.ttoon tile Coept.rcllor and tho Cbaino:m ot y..,ur Boo.rd >MI owt tc 7011 ill 

oecorclllnco w1 tb tlw resolution of your ~loud or Directors or Sept.nber )(), 

19J8 providing tor tho IIIIUIIIOr 1n .rhich ot'!icicl. cu~.~Aunic~n;iono frog the 

C«<ptrollor allould bo coauni® ted w :1• ur Boord STOP I aa unnble to 

aeeode to your roqwat that I ttut."toriao :rou to dietribut.< tile c"""unicoti<•nl 

u v.:y agent STOP Tbo inclividU'U l!cabcrs or your Boa.rcl l~<.vo U..cn nutitiecl 

t.Mt oOI\lod d~cat< C4pies of tbo c.....un1cstioo and onclcsurc~ ;u-o 

&Y:Ulablc to tl.- nt tbc wricc.s ~r tile llati<AIIll li<.DI< £1<,.nl.ncrs ill l>1ll 

Pnncbco and toe J.ngclu 1n UK ennt tiV>t U>t~ arc -..blo tc obt:Jn 

thea tr" .. you. 

(Si...,cd) Dclcno 
Coaptrullor ... r tilt. CurrLncy 

Regraded Unclassified
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m.IXiiW'II om cz 

SAil rRAJIGUICOt ~. 

JAil. 3, 1940 

11011 • PRESTColl DELAJI) 
CQj!P'I'ROI.LEj! or 'l!l!. CUAAEJCY 

YOUR T!l.l'GIWI S7ATDIG 100 AR! UIWiiZ TO AIIUIORIZ£ lit 'i'O 

PIS'I'Rlillnt AS YOUR AG!ltt CEII1'/JII C(X.'L.'lJIIICATIOIIS SDl! 'i'O II£ 

\JIIDE:R D.\TE or DECElli!!R !':1IlfTT Eir.irl'll liAS o!DI w.:nvm. 

COU!IS!l. I~ liAI(lJIG A P'llR'llmt S'i ODY or Tilt SITU A 1'ION AIID 

lliU. IIIFOPll liE DEPIJilTELY D!FOIIE Till IIEXT lll:ETING OF TilE 

BOARD OF DIREC10RS, 1ilUCll IS SCI!tDUL!D FOR 'tUESDAY IIEl'l', 

JAII1IAIU lllrnl, l'fliETII!'lt OR 110'1' I IIAY 'J'IWISOII'l' 'i'I!E <naro!IICATIOIIS 

Ill QUES'l'l(l!l 'i'O 'l1!E DIRECTORS lll'l'IIOIIT IIIVOLVIIIG IIYS!U AID 

Till IIOAIID IM POSSIBLE LI!lllL PROC!EDIJIOS. TIIEREFOil! I SII.W. 

ADVlS! ti)U 01 OR ill70IIE J.t.JIUAliY IIIII!II or lit AC:TIOI IJ: 

COI!S!l:1U!IIct 01 ~ PIIIAL OPIIIIOR I• TIIIJIA'i"i'D. 

R. P. E'IEIWID 
SEC!ltl'AIIY DOIDD Of DIRlC\IlRS 
B.\HK or AIICUCA J. 'i . & S. A. 

Regraded Unclassified
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tar"! 

.... ,..,. ~ Dll8o, 
tM C qta 11

• of • Olux •• 
r. ; 1 ;we '• 
•• w ... , •• c. ...... ~. 

• 

111-u·~t 12, 19Ut 

rw -,., !atw ''•, I • _,_ 
tile j J 11 oltiiP'wp fr-. U. OeJJ-tel lf!Ua ~ 

1 ; 1lUa _. ~· CIL 1o1 ·, n ,,., _. * Jlu1tie Gout 1111U. ot • 'llll. ........ ~~ 
nt.-zilll w 8doten ~ w- tale no 'h'!• .. 

• 

ot ..... ot .a-sa ·~ !nllt • laYUp ... ,., ..... 
at \1111 ~ _.t.1JIC lut !t:UhT1 ~ 9Ua~ 

• 

' • 

• ..., tftq ,_., 

CldAt .u-1 ..... , ·­
!lllllftla • S I ] Ill oa ~~~*tat 

• 
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.,,,, " -nn.v• 
•• ..,_..,. tlalt INalt ...... lluT1ecl ... U...t-4 

priftt.J.r uo1 p+l'eJT" ...s ~ ..s ..rwt,• 'lllr ...-...u-. 
wbo M ac-ecl ot Jutf.p\lq t.M a"-lt aa fJ 1Aia Cwpol&U. 
a yau .,.. • 

• 1M1caW to ~ - •• w .... s- ... tlllo 
wbol o •ttor, &Del t-. waa ""' ,.... ....,_... 0. llallalt o! U. 
rlocltbol.a.re. IUT7 llu.an., 8toottoD, 'IIJ'IOcl • altocl haat ill baatial 
tlo. -·• t, ..S .,.....W alllrabolJlara iii'Nb tlo.1r r1cldia aa 
.U.r1oaa oiU.._ t;o '"'"' tbair t...n.ot. ,., •. ·-

... tiiiD 1100 0110,000 llu .... lost ill qaotocl ...a. ot 
~b aaat ot .-r1aa ...s G- 1oa ....... ,.. t..s.al. •.....-u-• 
wu lltartocl aiDMA -u. .,.., ciMl.arecl llu.U.. • 

...... bill obarpa .... at tlalt -tilla. w G!_ ... . 
dael.aret tat • ... 'u 13, 19Jt, tlalt - .... , ,_ t-* 

- tlalt -'in :a..al natt ot tlalt I qta u ... ot tlalt -· VL~ 
aot1aa .....,u.u., ....... tlalt ~ ot ... ,..u.. -' • ---
\bN&teeiq to oi.te tlalt b ...... otnaN- ... 'ot tlalt ~ 
of tlo. replD'- ell~. 

autkl m ad 
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iii ~~ IIi iiR 
IN 10 ~~!l~ .. ,ll if 'i ~ti ifiJ' rl .. r .. ~ 
} •• t ii• ·. ri!~~~~; g" • '[ ia! i h • ... d•r l - e-of - - 1" 

!ill ·i' li rili ~ I . . 

(iJii!i~l J·i m ~ ~, I r ,, .. ~ .. f. fs ... ~~ la r irl ,lle. 

s'(' ~!~ Jpmt!i ij l!~ ~ -fl• "'lilf ! i h i if ~It H !-- • • i ~· 1 1·~ it! i; .. rur ·~ !~ . :1 !if ,~~~· . • ·llii ~i 2,. •r~~4 
i" ~! !i( 

•I ft rJ fl!rtilif Jl ~~ ~·~ J . 1:1 4' f I itit~;~l r2}r if t I I AI . 
J' l lr 1 ~ I r( e..,. .:•. • 

- . 
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l'!n$1= If ! 'M 

2-'alutS.. pl.-4 .. _,, ..... ,. ·-· ..... d....r nat • 1te. ot as- m1u- til..,,_ 11e • 11...,_. ., aA 
ott, ,.,. bat llad ,.,. ,. •- cp 1 ... 'r a wl ,_, -- ftnl til 
ar~~W.re. !lair appra1al wu u .. ,,_ ...._ "- tat ot tlla 
aaUoaal bak -·-· • r11 1111\S.. will 'lla .... \at \M 
OU'ITiiiC ftlM..,. altw 11eor ....... ·•-•••• .. ta boola ot .,.,. b&U, Q1eM1et Mid. 

3-latlo ot aapl\<11. w depoalw. ,... ""-t O&pl\<11. 
.t.ract.tre ot .,.,. but, lldtl G<-••1, 1a 1o -. ot oap1t&l. re­
~w -.. \M .Wt.te ..t 8Ul -~~ u. u bJ 1a or repla­
Uoo o. ts.d ratio 1o NWblloMd tvr ell Mts..o.lllab allJao, t.ll1o 
-·••"•' tMla hM w - 1\1 beet jwl's L u to wllat. roc .. 
Uou 1\ a1iJ au. 1o hta. to \M boerd ot d1rec:t.or8 -...1ac • 
111- 1D ,.,. pnuat eapi\<11. 11t.oc1t ot .,.,. llo.llt, deelarecl ca-1•• , 
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J811111J"IIIi*l&l'II'PIIR..lG~·~~~.,Id-lll'l.l"~!.a'7 
Iii I :U. t• 

L. I . G'-'"1 , ot tbe ...-t aout ... w,l tU11J.7
1 

M4 repcrt;.e4 
to atookhoJ4- 1A t1io1 l!ullt ot JMr1oa •uGI!&l 'buat ....s 8anDc• 
.uaoci&UCD tbat tliol !reual7 bad 4 "''KI iliat tba 'built cliuic• 1te 
cl1rldallol, re&l. eatete ftlut1ca ar oapitel r.t1o pol1c1ae. 

llarc•tbaa retued to diA!cue data1la ot tile OCDtrv !Wiib 

Ghnnln!' ..sdrMaJJi& ciiHr1Ac atoclr!mld- 1A S... Pftad­
,..ater«q, tol4 Ilia t11at •u 1t appeen tbat 11r. ~tlim 1a to 'be 
pw'llitted to ~ to - IU poeit.ica ar'bltruilT to licue .,.._ 
'built, .. (tile ott10W'II) ~ ncceat tliat ,..,.. cauu .. 1te CCilftl'S1aa 
into • atete bulk •• 

Tbe f1Dalioiw' aca.ed .......,then ot •ar'bltr&r7 ....S m.u• 
1ntart- 1A tile bulk'• ~!!tam. 

rnwvw; IIP'I!Il· em &eqm 

L. l. 01alm1n1, preaid•t ot l!ullt ot DU'1oa, Mda tbe foJ.J.ow1n& 
repq todq to ate~te ot SearetU'T ot tile IIDited stat. ~ 
lloarT .......,taaa 

• o fllrtbc JftiOil ot rq poe1t1CD 1a ••o•••U7 tlim It'. ~tlim1e 
aalodruaUo reaot1Cil W. ....U.C. _.. eliu'pe co u.t. 

"'IIUe 1i1e 1iu DOt - a~ to ..t tbe .,... IN ap1ut Ida w 
lane u.. au.tact1Cil ot 'l!r1ac1DI Ida oat 1ato tile ..,.. ...a tolc1!lc Ida 

oat ot tile poe1t1Cil ot 11141111 'beiWid .tlle ~·· doJMl' t. 

"'!''lare 111, 1n 111a atet..t, 11ipl1c1t hrtlic nu- ot ..Uc1au 
actin. Be .....,., t'be boldtnc c : IIG' ~ "lll1dl 111 aot appli.va~ 1D 
tll1il cue, to ciNw a rei. MrrlDI acrvN tba tr&1l. 

"Let Ida lq. all tile oardil CD tlie te~. 0 
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-I • "'_..,,., ~ 
.......... X. ........... 9' '10 a ._'"-f 
......... 0 1 ... •• .. 

llr. ~ ,_, ... to ... _ 'lllat ... -w u uq -- -­
...s. • U.. Caa;tz ,,.,. ot U.. Cliixaoq to tM Bull< ot ~ ad. ..W 
liDt 1nd!ate 1111at ...Uaoa U uq ._. _,tnploW. 

w +stw .,. nm r. .... • = · t ot ~u.. _, 
C«v- to kt •nd. 'lllnl< hot"'• a : '• a1nc * u- tilt .,. 11u 
Jll'OPOIC 1n ~ :r-z""~1 llot NP11e1 \Mt loe llt.Sll ta9WI lAcUJatiGil 
to .s..J. w1 th u.. 'bait boldine a : 1 cz-t1aoao "'t 18 11p to c=v­
but I ww14 l1lal to- t11oa ao -'ld'!l•'bolli u,• 11r. ~ 
deol.lr..t. 

Ill', .......... 1n41o&W d•=•• \ witlt. a reoeoat .. PI Olll 'llr 
11atbro!J Aldri.lb, .... ot u.. boaN ot * OliN lats-1 Bulk rl 
Jw Iartt, t011t rww:;tt• ot Jlriftte --"dll ad. oiNoalatiGil ot co140' 

0I nlU ...,_. to • w1-. aw I '"' p14 'lldoll I !aft ""'t''nef 
1A detall w- a a ' e1-1 .-lt.u.,• .- 1aantaz7 .w .. .,.. 
~~ :' ...-.=-:. ~:1: ~ :::.:::. ~ 
t11o a-. Ns opSau- a-1."-*&1 t"' laMp "'"'t.' ...... ~~ 
ocaoq ·~ 'e1.Wa ...... ----18.- - - ·­
cUreci1ca ~ W'dw]T ~ 

-------

Regraded Unclassified
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YNterdq llarc~ acbolllldc..S tiM broa4.14a, nr. a retunt Rot 
8114 r-incl 1a nGhenca a -.mel aal.YO SA wbich •tutaat.iCil -. - ' 
pr&ll eol be lla4 be& "tu:. oat ot t.be poe1t1Cil ot h1cl1ac boiWI4 tiM 
ec.ptrollAir '~ ~~.· 

... J. ma /JIJJJ 
Tbo OCiltronlrq ~-,.,... tllu. a 7M1" qo .._ tiM Sacaritial ad 

DcJwnc• c-s..ai<le, u1ac ~ 1DtOII:'Mt1Cil, o1t..s ~ 
CorparaUCil tar al.lail4 .,.,•dlnc tiaoncial rapclll't.a. ~ -
.42 pill' cant ot Bulk ot J.Mr1.ca '• atodt. 

QhnnlnS tol4 .toakboldca ta.1141T t!Mir t~ !wnlr1nr eoqd.re 
ll1&bt be ccanrt..S SAto a state belt U "llr. lforcantbd 1a tc be pendtt..s 
tc ua Ilia poa1t1Cil arb1trar1J.T to !larue ~ belt.• 

llargentbau rap1.1e4r 
"J.a I ... q job b&J:e1 it 11 to proteot tiM ~itore ot all nat1cao.l 

bonkl, and u laiC u I aa bare and ben an:r -til SA q bodT, I • coinc 
tc CClGtinue to do ao notlrithstaD41Dc an:r ~ ot •- -ped "" q 
hea4 bT an:r belt • • 

!b1a waa tUa bT Clhnn'n' u proof ot Bulk ot J.Mrioe 'I' poeiti<a, 
and .. daacribe4 .. Ida .. "-l..odruatio". 
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=s :F ,, 

..... ._ W. aU .. te;w:A ~ \e wq. . ..... 
bold1'11a a ··--....s-niMIIi a ,.,..._.:~..t . 
!lab, ...,, ••• , 1-.1 a u _. ~ ~ fit :a-1 PIA'I'IIG 

01•w1e1 dMl.eN4 tM '=1'"11 a a c s... w vttttc to • 
witb tM oc:•\ taM.Je. • Md. ••saW W fta Mv'C • tat • !I==• 1114 « ...... fit -.sa ...... 1te 11~. ftd 
..taw ftlat1Aa fit -.l'-1 JJaUe •• ,.,,... 

• 

••• 
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SAl "'!""" s•mn - lmsn 1.1. l"Q 

umw mm a•pm R WLI 

!Wtr• St.r Stantan lin4 ed Iag hr • sw Gl!erb• 

117 LeD llu&bee - J'ia&ncial !'41tar 

Secrot.Az7 ot Trtl&llllr7 llearJ llort:mthau, 1r., :reeterdq Nplied to 
L, 11. G1Mn1n11e claraoa that tha lat1CD ' I bonlr1n1 lAWI are bel.JI& ...,. 
jutq •d•!n1ot..-ed - mid ......q added t\lel to tha l'&ll.JI& CCDtrcm!rq. 

Tho SocretarT ot '1'roollur7 aa1d ·be t&Tored U&111At1CD to tendnat. 
benl< boJ..cUnc c~ .. l that be-. atenew a prootoctl.JI& tha lat1CD•e 
benl< depoeitcre, aDd abuse would net deter h1a tr011 h1a Jl~Zl"l~CM". 

m•n P¥!!1 n•s 
Th1a ..,...... cUd net ll&tiat)" tha Gl•mfnll, w!Jo ci>u&ed h1a wit.b 

.....u.na the u.n. "'-be lroucbt 1IP the bWc boldin& •ttar. 

thie, thq ~cated, JII'(IO"ell Jiar&mth&u t.b1Db BIDlt ot AMrlca 
ebould be treated d1tt....,tq trOll other nat1CD&l bWcl, poeeibq 
bee&WII it ia tbo biU..t lranch Mnlr1 "I Cll'lanilatiCD a the wcrldo 

OntU 1938, Benk ot .&...ica WU coot.rolled bT 'l'ranaeaa-ica Corparat1CD
1 

benl< holdl.JI& and inTeot..mt c~. 

Bowner, eaca 1938 the bWc bu not been controllad bT a holcline 
com~. 

AmTQI)E BOT mr 

On tbo other bond, Jlar&entb&ll'a ant11ranch Nnlr1ne belleta ban 
booc well known tor ;:reue, aDd :re•terda:T'• ezpreedca tberetore 1e net 
nocoa~ adicat1n ot a prejudicial attitude a the current 
contrcm.rq rlth BIDlt ot .&...1ca • 

.lt the lAet ... eiCD ot eoncreae, llclrt4olthau1a benk bo1dlnc c I •O 
propoeal.A cot to tbo ~ill& etac• a WuMncton - Senator Corte 
Claae trued two altenlatin bil.la, lut Concre•• took no actiCD. 
lllrraer Eeclea, ~ ot the hderal Beeern -...1, at that tiM 
was reported to bon bee opposed to Jlorsmtb&ll'e propoeal. 

BACJS UP CIWtQpi 

G1ann1n1 ' a eole contentiCD a tha turore CH&ted bT h1a acCIIS&tiona 
enrlier tbie week .. ., 'llorjctb&u bee and 11 auUt7 ot biae, lmjuati­
tiabla dn&llde arb1traz7 an4 ill-~ practicoe, and uneatleanl,y 
conduct• a c~octica wit.b ade1n .. trat1on ot tb& national ben!dnc J.An, 

Regraded Unclassified
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I H wrm • at <om> 

.. w lip~ ........ witla ~ ~ ~ .. "' 
-til pco1ocJ ~ .. ,,.., • Bait ~ u.toa ... ~ ~--·-· 

•na .U. oar .U.aa.e1mt n ~....s o chau ... ~ v.t.­
:::. troa all ..-o1N ~ tboo Ocnw t -,t .....,tlla.,• ru-•·• 

€Zt""'"!llJ!R 

•.u I - 'Ill Job ._. it 11 w ~ tboo ~1tcn ~ all •tt..J. 
boJID, u4 u laic .. I a._. lad law GIJ...._tla 1a 'Ill bodT, I'a &abc 
w caatiBM w do 101 llOtwi~ 1'111 _., e1 a-. booapod • 'Ill 
bM4 • 1'111 bulk.. 

• 

The .ta~ we_.. at ~·•,..... oar-, tboo tan-­
iAc acc.....t ~ wb1cll we ci.,... • Daw 1- 6 Co., tlaucill - catlla-1ac 
arp:aiaatt•• 

"lar..,tbul c1eol1A..t to .u,.., wllat Nql~Nt• 11' uq haft bMD ...s. 
b7 t ill ec.ptrollar o1' tM c:an-q to t1ooo Bait ~ .._.ia, lad waald Dot 
1Dd1ctt e 'lllat actiCG 11' uq -. cCGt-.platecl 1a "IU4' to tboo )~ala 

..... aab4 ~boo .tUl tln1lnll tile ...n-t ~ ,..,,,.u. 
~ CGolcNN W twwiA&te bulk holdS'II 0 5 1M al-e tboo l.J.ue tboot 
he bel ~..t 1a prn1cu ,.no. .. HPl1l4 tlaat he RW. r. ....... 
Uc11laU• w "-1. witll tboo bulk bol d1'11 o 5 1 ~s.at. 

"'It 11 1IP w emcr-, bat I -u liD w - u.- do ~ 
aboa;t it, t ......... deola:red. .. eqtl efn ed U.t ... 414 ut l..1.b to 
- a bulk hoJds.1 - 1aw a ~ o ·~. '-r 1IP t1aa ~ 
but, replace tboo ~bulk.,.,_, witllite- ' 'lad.....-. 
the 1ooa1 'beAII: troa - •tropolitu poiot , .....,... the ~ lwnlr1•c 
~ o1' t~ooo o •v -u 'be :~.a.t •!cbt ~.· 

BROOgpz InQ OPII 

• 
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"!MN ,. ''lf''al\ Sa tiiU .... ' ,.,. .. ..w.. f6 ..... _ 
..tiw. .. Ul4 t.M W 4 1•1 s-, *"* s. -' ••"ee!tl• 
to w. -· to trw. n4 ~--. tnU. 
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~~ u, lC)I,O 

llli'IClRlMUUII re IIUik ot U.rioa, 1~ •• S.A. 1 

Tile lawn repon ot -e1•t1<>D of U. llulk ot 
Uorica allollo U.t 011 .....,., :n, 19)9, •hlob i.e U. elate u. 
eyee1MU. .. ataz"ted1 t,M bMir; ba1,d 

lle&l Htate 1.-~ ._s_. T1U .. 2 
ot u. .,~ &oll•illl Aot $1.40,)46,766.91 

IIDl.ted &ta- Gcror..-t obl1&at1aee, 
d1red ad 1"alll' lll&ftllt.Md 

(IV 't'&ble) .)71,.270,S2S.OO 

(loolt 't'&ble) $)81,206,004.61 

n.poa1te iDRred 111 reclaral Depoa1t IDearu>oa 
CorporatiOD (aetiated) .1140,000,000.00 

Ill". Frown of U. Federal Depoait Iuuraac• 
CorpOI'&tiCIII otated tbet U. iDna'ed Uehll1V 
ot bulb i.e Gal¥ oalle4 t.- at 1Dtanale &llll 
&apt t.r 21, 1938 1.1i t1o1 lataet data tor •l>iob 
ROll 1Dt-t1CIII _. u.-uted. Be otated tb&t 
011 tbe\ data 1La ed JteMUtU. ot tlol a~ 
..- 1Det1\IIUAID ~ to app •·~ 
t797 ,ooo,ooo, or 60J ot U. total u,a.uo. 
60J ot U. apo.ita at U. jlrll ..t tiM -u 
_, to app& d•t&J, $840,000,000. 

•· P. rolcer 
Cbiat JlaUOD&lilaDI< '"e1Mr 

Regraded Unclassified
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o 101111 or iiN • 
0 CIP!II 
• raa&L Wiati 8JIIml - ••• '*JiUI 
I 

JlallorablA PrNtcm Delao 
Collptrallc ot tile Clllrrwlc:T 
1luJWictaa, D. c. 

DMr llr. Del.-• 

.r~ 15, 1'}40 

!holre 1a _,., .. d tor ,_- tnt.,._tita 
Ul4 t1lee a COW ot a l.e\ter dat.d .r~ 13, 
1940 boa L P • .1.. Bti1Ni1!, ~. ~ ot 
'-'ica, • • '· • s. '·· llitll ... ot M!Ol_.., 
C<>DIIiatiq ot a ccrtitiod OCIP1 ot a :Naoluti..a 
odopted bT tile board ot ~ ot ~ ot 
'-'ica at a ...tiDC <a lamw'7 9, 1'}40 appro't'iJic 
tile latkr addreeaod to tile ...... ~DiG' dat. ot 
Deo..- 29, 1939 bT Cbu'laa w. Collilla, a oow 
ot Dicb 'All tor.rded to 7"" at tile tiM ot it. ...... ,.,.. 

IDola I& 

• 
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Sea Fl f- I tw-a"" 

a. hu~-. DllU..S. 

1~13, l~ 

8aad. ~ Gooawa, 

~··· •• a,n.., 
~,D.C. 

I - eel ...... CC"\U1e4 COW of J"MOlllt1ta 
a4opH4 lilr ~ Jloaod ot 111Mctcra ot 1111a1< ot .&.rio& 
lat.t.A1 '"-' 1111111. 8n1Dp .u-1at.1,. at a ~ 
...u.c tb .. .., llel4 - liDIIU"1 9, 1~, a~ tbat 
octa1a latta> ·~ lilr Cbu'laa w. Co'"•• u CoaMl 
tor JIIIDk ot "-ioa lau..al fra8t. 1111111. S&naca .UaocSA­
u. ..a "'tnMII to t.11o Jloaod ot QcmnQra, r.cs-1 
Baa oe a,n.., ~~ D. c., .ur elate ot 
llrawhr 29, 1m: 

!tel 0 

1•1 L P. 1. JnUID 

L P. !. •wau4 
laare\U7 

Regraded Unclassified



I, L P • .&. Jmi.IID, tile aq .act.! ud 
.-utU4 81Dh&Az7 ell 11.111 Gr 'IIIITilA II.UitW.U. '1lllllr 
liD B.l'nllll .18800U!'IO., a la\s-1 ••1r1•1 uoooiatb 
,.....u.4 .. aSnillc .... - • T1it:at ot tile laa 
fl4 .,_ w.iW eutee ell .a...s.oa, ud 11P1ac 1\1 pr'M1p1 
plaM ell 1ae1 !a .,_ Cl'T _. Coat;;r ot Boa ll d-, 
.... ell Oal.U...S.., .... -ut)' .. deolRe tMt tile t.:oc '• r r lat-1• 1a a tloll, W. ud _ .. ot oow ot a 
NC:l•U• aq J1DUe4 _. ........ 1v tile a-t ot Dlncrtcn 
ell a14 Blalt at a ..U., ~ beltl • tile 9Uo dq fl4 
1 1), 1•• ,.. 1r\ \o tile~. at *!all~ a 
.- ell .,_ ..... ell IIS:r.non .. JWinat .. YOW D 
taw ell a14 I W!eJ tMt -.J4 ~ lllu- lie. 
I' IF I I « - ht .. tMt tile - 1a nul D N1 

~- .. ~· 
m••e - , r-.. ... - .. .- ...... .. am.~ • .-1 ell ..st • •1·~ - tll1a Utll -ell 7 ,, 1., 
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l'IIJSlDM lUI ~ •wnr.a 
JIAfiCII&lo 'l'IDIT AID I.A'IIIIIII .lo8IOCUmll 
SAl n.&I'CliQ) c:.u.ma:IIIL 

• 

~ 11118 Iaaa m **tM Aft" ftiiD. !m». 

IIISPt1IJDil !0 Y8 '""'''' tBII cnml .. Pi-IC*IIII'••• 10 

JOBaU'J'II8 1r .. ca ~ 'llmll ADIICJI' ,... r •• 

BI ~~TAmS. 

QM am• w • •• 11 
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ctaf i&J)T.I,P Of !HI I:IIRRF*Jf 

Cll JAilW!r 9, 1940 D riiiD .1. Pllll'alllllliA al OPIIIICII a1 !lllSI 

OCIISUL!IIl P.lllmiG !Ill CUVIISICII al 'l'IIIB WI Dft'O !Ill SUD 

SIB!'IIII. IOU All! .liJ9Ili!Z) 'flidiZi\U !IW' ft PIIOP08I !0 WLI 

II1TI.lft PiiUCDDliGS !0 BBIIG .&BOOT SOCII CU t1!21SICII. PL!ASB 

BI 1IULIB Cll IIIGULl1'ICIIS al lOUR Ol7ICI JIIU:rDG !0 sua! 

l'IVJO&iWll\18 IBICII .1.111 110! PU8CRTIIID 111 S!Aml .AID rl SO 

mma•PB mD ro ue .AID SI!ID ue !Ill JICISS'III J'tal D 'l'IIIB 

I.. a. GUDDI 

PRMBII@f BAll,. amxc•. '. 8 J. 
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99 11 • 

• ,. •. •n­
~..._.,,a. 

~D.c. 

~U... ot tile Clorz.wq, 
!rMnz7~. 
W'e*',.toa, D.C. 

I-- bee 1.D.tto.-cl. llr. t. 1. 01_._., 
J'rM14at ot lllllt ot -..s... .. u.-1 flout. - llarlolp 
AllaohUaa ot Sea l'rc.U., t.lat 'o1t&Ua ~ 7W 
llu bee .... to tbe lloard of Direot.n of t.1a Bali: to 
w- 1a 7fiW otti.M Cia PobrlazT l4o 

u oo-el for iM But, I obOIIlA ~pprecd.at.e 
tile oo-arteq of reoG."f1al a OOPT ot Vl18 ,...... 

~. 

/e/ Clad.- ... t!el, M 

162 
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H.III.Jrl 

H.W.Jrl 

H.I!.Jrl 

Foley• 

DelaDOI 

H.II.Jrl 

.... hleJ 

.... Delulo 

.... Upba 
•· Jl'olpr 
•· Toaaa 
Jlr. 8~ 

I 

• 

,......., 11, lNO. 
8100 .... 

r 3uat sot .. tdearaa tbat 'l'oa 8111th 11 goi.Qg 
to be bllre 'lbureda7, PrlcSa7 Uld Saturda7 I 
&II ao~ to put h1a to work. • 

I a-•• be h here ~or tbll Pr .. ldct'• reeeptloA. 

llr. ..,_,ur 11 caoooeed 1D hU o14 offlee. 

oa.t 1.8 all r1a)lt. 

!h•7 ha't'e sot two 4ealr• there. 

Be 11 a blger MD tban '1'oa Sllitb.. Be o\l(!b.t 
to be able to b.t.Ddle him. 

!Ole (telegraa) looka all r1gnt to me. 

We thougllt, llr. Seoret&l'J't tbat •• o\l(!b.t to be 
3uat ae brief Uld etlok Uterell7 to wm.t the7 
••ked here at this tlae beoauee we 4on1 t lmow 
what tbll7 are ping to 4o an4 any eusseet1ona 
w a1pt han would be pure sretult7 oc our 
Cz:!;.,:~t lmowina uaotl7 .mat tb.e7 ban got 

I thiJik 1t a1Ft be ea14 that or41nar117 we'd 
ean4 a llttle blt t'lall.er l nfoJW&tlon, bat we 
th1Dk 1n tb.le ca•• tbllt lt 1a not neoNI&r7• 

I ha•e juet sot on• •li&Sutlon, 'lbleb. -7 not 
be worth a ~. tbllt e. you pta telegraa 
lib thl• an4 you •end an an~nr, tb.et you 
•end thle an4 •Uid oopl.. of 1t to the Seoret&l'J' 
of taw Boa1'4 &114 a•ll: h1a to sl't'• a oop7 of 1t 
to eaeb. D1reotor, the S4M bei.Qg tbat w baft 
tbll.Gired tb.U praot1oe now of keepi.Qg the Boar4 
of Director• 1ntor.ed. Well, we reoel't'l a 
t•lepaa, w• anner lt, we eUid a GOP7 t\0011 
O'ann'"s aD4 our an~wer to the Seoretarr of 
the Boar4 U14 ull: h1a to fVGbh eacil D1r1otor 
with a oon. · 

• 

Regraded Unclassified



upMal 

H.JI.Jra 

Upl:wu 

Pol1171 

H,JI,Jra 

H.M.Jra 

Del&Doa 

• 

• 

-·-
Wnl4 Jlft do tllat wtua lottvo, '-• liP • .__ 
...,. Ol' ,..t tolOINMt 

I •1114 4o it wtth all DD toatlOIIIII hoa DOW 
OA wbloh al'OD' t ot.pocl 'b7 4t.rootloD ot tile 
Boal'll ot Dt.roo-.ro or aubor1H4 liJ tile 11oa.r4 
ot Dt.roo-.ro, et ootora. 111tro U.rt t.a•t .., 
t.D4t.oatt.OA OD hh part - tt.rot, lt ktepo the 
Boal'd 1Dtor.ecl, &OlD& Clll t!ao aOOIJIIptt.OA that 
thoro •:r be •- pooplA 'Co .,.. IIIIZ1ou to 
001'17 o11t J01ll' wtohto, 2tw;r ~ wlah te be 
hoal'lto l'llt 1t tht.o ftJI Let'a N1J 110 pod -

-· but 'Idiot hluw - - troa 4o1D& tbat. 

I 4oD1t ooo ~ ham, otl"ta1D17, 

I - 1Do11Do4 to t:h1Dk t.t h a Fo4 14 .. but 
thq WOD 1 t lt.ltt it 1 tO- Of tJMa. 

Of 00111'00 thq WCD 1t ltltt t.t, Ht -.ktt tbt 
po1Dt at tht.o •'-oldlol4vo1 ••tiD& that JOU 
"" •-'oatt.D& dt.rootl:r with the Board lD 
m att011pt to 4t.ooro41t tht -.nas••nt wlth the 
Boal'll, but I dOD 1 t Ott &Dr roaoon Wh7 th117 ousht 
DOt to be tbol'OII#ll:r oono otent and we ougbt to 
tluDt.oh the l!leoretar:r ot the Board of DlNotoro 
wt.th o1li' ·~Ueo and a OOPJ' ot the incoalD& 
tole~ It -· t 4o &D7 harll. 

I CloD't·. - &DJ haN 1n lt. It ••- to •• 
tbat tbt.o la the l•ot ol¢tt.oant of all t!ao 
a toatioaa that JOU aJ.&l1t tollow tht prao-
Uoo tilth, bat -oehabl;r .the7 don't mow 
about t!ao -• tbat JOU aro -wrlns• 

IIDw about the Cllt.et Blree'nert 

I ooo DO huw 1D thio 0. lD tbh oaoe, I tldAk 
tht;r llboul4 haft lt, the l!ltOI'Oki'J ot t!ao Board 
8bolal4 ha YO a OOP7. 

Would J01l ao 1bo - otop •4 oa:r thoro art 
oopioo ot tbU 011 tue with 0111' amt 

I -l4D't f1P that taro I 4oD1 t lmow ~ the 
root ot J'OJl 811Dt1a•= tNl abolat 1bot. I -a 
10 l•' ao the aoorota~T bU oa14. 

• 

• 

Regraded Unclassified



B,II,Jl'l 

B,M, Jrt 

Pola:r• 

B, !I, Jrt 

Uplwu 

Pol e71 

B,!I,Jrt 

Delano• 

B,!I,Jrt 

DD JOU tlllDlt lt will 1D &117 n:r llljve 7our 
oaaet 

Bo. We 4on 1 t 'lalow wbAither tllla 1a jut a 
prellld.nar,. oaat or wbat the7 are up to, 

.Mother t.h1ns I ba.,. ill the back or rq alll4. 
'l'h1a laW7er here ill Wuh1Jlston -wdeatea 
with the Federal Reeerve Boal'd, .. ,.. thaJ 
waAt liD eu..Snatlon. !be:r oa.. back and ea7 
the7 4on 1 t re oogniae hJ.a aD4 set u ol'der troa 
the Board. Well, thet 1a a weelt or ten da:ra 
aao aD4 eo tar the:r ban bad no anawr. 

~t oalled c,. and aalted c,. tor a oop:r or 121e 
uotloe , 

1lbo dJ.dt 

Cbarlle Colllnao 

We retuae4 to g1Te it to the .. 

1J.nleu aaaebod'f ea:re tha7 aee eome danger in 
4o 1Ds 1 t , I wcu 14 aell4 a oop7 to the Sa ore ta ey 
ot thll Board and uk hia. to turniah the Directora 
wi,th a OOP'J o 

I don It eee &n7 pou1ble danger unleu t heee 
l&WJ8r• and our own people do. I th1nlt 1t 
jut carries out the theo1'7 that n haTe been 
proceeding 011, llke thia wire about the •et1Jlsll, 
but here - ban oo~oatlOGe aD4 W&At those 
tollta to Jmo• about 1t, I th1Dlt 1 t h all rlgllt. 

well, that 1a the ••hat ten almltea I bAn 
aTer lad, U Pl:>le:r and Wb1tn•7 Se~ur laTe 
a alllnte, I wov.ld llke to tallt to th ... 

Regraded Unclassified



L II GIANNINI 
pRESIOEN'r lWIJ: OF .ua:RIOA 
NA'I'IONAL TRUST AND ll.t.'t'IIfGB .UIOOU \'1011 
BAN FRANCISCO <W..II'OIUIIA 

J .&IUARY 15 lglio 

ACINOWLEDGICENT IWlE lOUR TELE<JIWI J AIIUARY TWElVE II!OP RESPOROIIIG 

TO YOUR INQ!JIRY !RIB OFnCJ: !WI PRESCRIBED 10 I'OIUW.IT1E8 BY RtiLEII 

OR R!:OOLA1'IOII8 WHICH ARE HOT PRESCRIBED BY 8'1'A1'tl!l 

OOMP'l'ROLLIR OF 'I'RB CIIRRDCY 

Regraded Unclassified



PP.ESTON DELANO 

COMTROLLER OF THE CURRENCY• 

AFTER TE8Tit:G SEliTIKENT OF Otm STOCIHOLDER8 FOLLO\IING THE MEETING 

O? J AliUARY 9 , 19lio i/E FIND A PREPONDERANCE OF OPINION OF TP.OSE 

::c::SliLTED !'AVOR.IliO THE CO!.'VmSION OF THIS BANX INTO THE STA1'E 

SYSTEM. YOU A!\E ADVIseD THEREPORE fRAT VE PROPOSE TO PROI!PTLY 

I!lll'IATE PROCEEDINGS TO !!RING ABOUT SUCH CONVERSION. PLEASE ADVISE 

US 1/HETHER OR NOT THERE A."!E ANY PORMALITIES PRESCRIBED BY RULES OR 

!!:GiiiLA.TIClNS OF YOUR OFFICE RELATING TO SUCH PROOEEDiliGS WHICH ARE 

IIOT PRESCRIBED BY STATUTE Al\'D IF SO TELECJIW>H THEM TO US AND SEND 

US THE NECESSARY FOR!l!J IN THIS COllNECTI Oll, 

L M GIAJININI 

PRESIDENT BANI OF AMElUCA 
NT.tS A 

Regraded Unclassified



LONG YIS279 (112) ..... IIR PM..IIBEACH FLO 15 70-_, - - .. 
HON HENRY MORW1111AkPERSONAL•,~.k_ 1940JM 15 PM 9 57 

DLR RE$11 r J.i.i)(U.- s.,-t~J 

ACCORD ING 10 ADV I CES ' FROII CALIFORN IA I NOTE niAT YOU ARE 

STILL PURSUING YOUR SMEARING TACTICS DES I GNED DOUBTLESS TO 

DO SERI OU S DAUABE BUT jTy CONFIDENT TO NO AVAIL SO FAR AS 

THE PEOPLE OF CAL I FORN I A ARE CONCERNED.- WHO BY THIS TIME ARE 

QUI TE FAIA I LI AR WITH YOUR SMEARING BULL DOZING T/CTIC~ 

COLPLY WITH ' THE LA ... Sl~ AND CITE US BEFORE THE GOVERNORS 

Of THE FEDER AL RESERVE SYSTEM AS YOO HAVE REPEATEDLY 

REATE NED AND MAKE IT NOT A SECRET HEARING AS THE LAW 

PROVI DES . IlJT A PUBL I C ONE SO THAT THE PEOPLE Of' THE COUNTRY 

CMI F INALLY GET ~N INSIGHT JNTO THE KI ND OF A CREATURE THA 

SI TS . AT THE HEAD OF l lS TREASURY DEPARTMENT= 

A p. Gl ANN IN 1:~; l 

---· ----------
Regraded Unclassified
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TREASU RY DEPARTMENT 

INTER OF?'ICE COMMUNICATION 

OAT& 

laa17 11, 1tto, 

rftOM 1. B. J'ollrJ. Z'r. 

• 11..-e 1o .,.. WoraUon I llan ""a1Te4 hoa lerrr ~ 

&t&A4ant ou c4 n"'"•· 
"Prior to 19M, 1bo -uo1 ~OHUo bald oon1rol ot 

\bo Standa1'4 0.. S,n• \IU'oiiCb 'Olalhd 8\aho ZloOlrio Powor, 
Un1\ed 8\aho Klanr1o Ponr ple4ced Uo abal'•• ot oo- otook 
I.J> 8Unda1'4 Power, \loa \op llol41.111 o~:y a \bo Stanclar4 ou 
S:yn•, wi\b \brae ... Tort lMaalal u oollahral t or oori.U 
notoo. '!'Moo 110\eo ...,. to,..loaed I.J> ~. -r ot ltsl and 
u a ren:t ,_.._rioa olrta1Da4 a II"' ~- I.J> tbe 11la1te4 
Stotoo n-n• Power llal41Jico *loll a tlll'll oonnUute4 • 1• 
u toron 1Jl tile- .took ot ,. __ Power. !lop-··1oa 

,.. o-d liT •• ot tile Q1UJl1Jli I.J>hHato. 7ollo111nc tbe 
ooqu1o1 Uoa or tloa S\anda1'4 Powr nook, tb1o Gl8DD1D1 iatoroat 
oold ito &berea u h•-'rioa to 1U o• noctllolcloro, haii:­
IMI'ioa obaJICo4 ito ·- \0 Blai.r a o.p8D7. "'\loa pro_, u. 
llloir a ~ oao a '·"' ~oHat I.J> tllo Stmclar4 0.. S:yate. 
Blair a ea.)>oiiJ h • pololio}T 010104 OOIIPCII'&tlOD wUb .... 110,000 
atootllol4ata. 1• or ita nook 1a -eel liT Pao1t1o coon llortpee 
c..p..,, 01aa1a1 lo reported to o• ~"'I>~ .. a4 
n..U.ooo 1 ,110 ..... or tllo 19,000 lllaroo or Pao1t1o -
llo11;&&e• c_., CN1atancl111C• In &441 tlca, all ott1ooro .., 
dir-oro or 'l'rao-.Aurioan CorporaUoa aH atootllo1doro or 
Peoirlo Coan llortpao C.-p~LD7 ad there 1• oouiderablo 4oou­
-tar:y md•o• cliooloailll o au'botaUol I.J>hron ot OlanaUi 
ond bio oaoooiotoo a PaoU'lo Coan lloripao C.-p~LD7.• 

• 1enae J'raAk: 

1.?'0 
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• •• '· ... .a. 

ID r.n.-m•~-oa In n .-we 

-~· 

Ccqttz :'' - at tM ~' 
~·· &)~, 
~,D.O. 

lflllfC7 17, 1')40 

'ftU w1lJ. ubrledp Jf1117: letter at ~~ 
ll, 19411, witll ao c s 1"11tc .-1M eDftlopee eMzr uMCI. 
to tM 1ad1't'11111al -' 18 ot tao. a.N at D1reotcn at 
111a1t at .a-r1oa Wi-' rra.t. 1114 S&'fiJIC• .Uaod&ticlt.. 

t7t 

Pu w t to tao.~ -t&1M4 Sa.,_~. 
I u etfeotiaC diftriblltioD ot tao. ...,..l opee. I allall 
..t be able to etteot • 1hte 4ell'ftr7 ot tao. ...,.lope 
llddreeaect to 11r. Jllrallal Bole, u be 1a " "" t.r.'t'al.iiiC Sa 
tile ..at, lllllll 1a ..t ~ to Ntan to S&ll h uo•aoo 
waUl tM _.:q pill"\ ot Palna'7· llr. A. P. ntenn'n• 1a 
1a J'JArik, lllllll I u llttaotiae 4all'ftr7 to b1a IV ..U. 
I ...,_n to ab 4eli'ftr7 at eDftlopee to ........ B. A. 
• a _. L a. ,__ witllia tile DGt t.o dlip. I 
lwft BOt .... able to :Nacb llro 0eoqe J. G1- 1w1, loG 
...,_n I .u1 al8o be able to ab 4elifti'J to b1a 
wiUda ..... w.. 

Ia/ a. ' · '· niiiAID 

L P. A. .. wei, 
~ 

' 

• • 
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llllaa s.it.h Juat atopp.S 1a to un.. t.hat boo _. .., 
b1a •• to tbe State .,.... DeportMnt &114 tboo ""-1 ......... 
BaDit to &ZTaiiP tor ... eyu! •tta ot tboo btolllt 1>7 tlln in -
... uc1paUOA ot t.ak1nc oat a nate cllarter &114 axpreaoecl b1a 
..,..prJ..e tboot w bod aW DOt.bar .,.,. •tl.,. or t11oo but 
a1nca L. •· bod t.br.ataMd • to 10 Sta te•. 

1 told 111a tboot 1a n. or tbe ~ u to 
J,..t wb.a tbooT ~ co.pUte tbooir -cotlaU.... &114 becoM 
• atete b&Dt, 1 414 lOOt tMl Jut.U'acl in boldine otr _. 
azn!aetl.oD, bat ahaald tbooT OCIIIplete tbeir C01if811101l bet0tr8 
.. coul.d tiniah ..... eyn1rwU,.., .. cOGld ao clollbt arr&a~• to 
witbd:ra• . 

1 tbinlt tbooM l>qra .,.. ot tboo opinion tbet thoir c... 
COIITert to & State BaDit rltbaut loalac idntll;y ot pr&­

cap1t&l at.rwltwe, t.hare1>J &aoapinc -... UM&-Dto h'oa t11oo 
Bv•u or lllt&ra&J. &.Y-. 1 hcpe t.hOJ .,.. ....,.. 

S1ncerel,, 

I, D. 1' • 

.. 
c 
0 
p 
I 
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1?3 

Ml "'"'"! ·== 
1~ 17, 1'JICI) 

SOim!l ... 

"Pk of '"T'ta D1lpab Don Qoa4 to I!Uhp §1'• 

'tile 0<111t.xvowq betow tbe llulk ot AMr1of. ODd tbe U'lliW 
st&t.o '1'reuur7 ~t baa be• too lcac pro\raoto4 too 
l.Dd.tillite~ aced. ' 

It 1a 'lllltoir to tbe 'buk1 a Meal t ODd llll~ut to tbe 
abe.reholdera a114 de~tcrra ot tbe buk to ba.a ita att&tn 
UDder oriticiaa. 

'tile ~ caDDOt puo "" tbe -ita ot tbe cliapate. 
Bat UDd..- the la theN 1o a autbor1t7 tbet ...,. haft 

~lll'iw41ctiCil 1A web -tt...a. 
'tile ...,Hac Act ot 19.33, po.Ne4 attar the bonldnc clelaclo 

ot 19.32, prorldoo tb&t 1illc a natiot>&l bellk 1o be11on4 to 
ban rlolate4 uq la err C<llltimloo ~ted pruti.,.. at'tc 
toir 'ft.r1l1Ac1 the Jl'o4..-al lie....,.. Boercl ob&ll bold a secret 
hoor1ac "" the cb&rpe, 

fh1a prorlaiCil 1a 1Atede4 to protect a bellk tr .. puhl1c 
ouapiciot>, 1ibUa it giTeS the Jl'eclonl benk'ns autboritr ~oria-
41atJ.ot> aftr uq ~u ... 

Tbe '1'reuur7 ~t 1o eotruted witb tbe 4\ltJ ot 
protootiAC baDit clepoeitara 1 ottio..-a ot N.Ch bellk are mtrwoted 
with the ctutr ot traneactiAC tbe bwliAeaa ot thair bellk to tbe 
beat a4ftllta&o ot thnir 4epoai tara all4 atoekhol4ora. It nll 
...,. be tbet 1A tbe delicate operation ot a bellk, quatiCil8 ...,. 
arioo betwe011 theae Jl'e4..-al an4 bellk cttioialo u to the ~ 
- ot o«l"ta1n practi.,... 

Tb..-a oboul4 be a clet1Aite ID4 put to the pnHIIt 41aputa 
bJ the pr"Op..- authoritiea. . 

'tile Balik ot .berico 1a au i.l!partaut D&tiot>&l 1Aatitutiaa, 
a rltal C&litorDia ootahlla-t. 

'tile wltare ot too .zq p..-o01>8 1o ilm>lftd 1A ita att&in 
to ban ita noputatiot> 4epoD<lmt Cll wbat - to b&ft -
al.llol't & pc. e) CCI1fl.ict. 

U aa aaa 1Atcrpret&Uot> ot tbe low baa it, tbe l'o4C'al 
Rea...,..' Board baa ~=1w41ct1Cil 1A INCh 41aputaa, tb&t Boerc1 eboal4 

act. u tbeno 1a - othC' loPl proeaclure require4, tb&t eboul4 
be applied, 

'tile prot.zoe.ctiot> ot tbe 41aputo berllatita noitbC' tbe bo.nlc 
with ita l'Uiiticot1Cil8 nar tbe autborit;r ot tbe treuaz'T 
Depert-t. 
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-- -...ell 01 ,..,.,... 

.... 
.... ~.b. 

,. ,_ s.r-tu. -
Bu. 11 a _... ,_ - v,._ • •· I , IUeoa. BQorrSa..._, 

or ..a ter ne hate et ClaUtorata. :r- Ula repon , M .... 110t _,.U' 
to U.T• \.a a .... •••lw"' Maar. 

/.,.,. '" . 
• 

0 

• 
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Ur. 1. '1. wu .. •• ou ot """ or ... a•• •d Pre•U•' 
or tho Pao1t1o llaUoul Bak, !loll hsnoieoo, e1oh opoaod tor bui.Mao 
Soptcber rt , 191,. Be •• at 0110 tiM • ott1cor or tho .la&lo Lcmckm 
Parl e llatiooal Bak, !loll J'rcciooo, ODd later with tho l'hUiJIPl.a 
llatiooal lleU ot -ila. • 

Report Of oxal:caUOD of tho biDk J'aly lr4, 191111, l.Ja4104to4 
t ha t tho polioy of or•ting a faet growth •• followed 'tlb1cb roouHo4 
in tbo "buyins• or buol.aooo, cd tbat tbo aoaota woro han burdened 
with oap1tal and pol1oy loano, 'lhioh wore atronsJ.y dofon4od by 
President Wilaon. 

~. •-iur 1n b1e report dated J\117 IS, 1926, otated tbat 
bo held a ,..euns with tho directoro at tho cloeo or tho oD.I:liD&Uon, 
and adrteed thG that tho et.plderd of loan• and l.aTealmenta •• balow 
tho a.,.raso or city banka gener.l:ly, and that lon01 ouatal.aod b:r tho 
bank dllrillg tho llhort time they bad boon !.a bual.aou wore uceutTO. 
Be alao a tatod tbat ho aa of tho opWOD tbat Proa14oDt '111- .... 
roepocoi ble alJDoat •tl.ral:r for t ho louoa ao tar oueta1no4 b7 tho 
bank and f or tho louoo that .. ,. lU:aly or almoat cartai.D to be .,._ 
tal.aod on loana 11wt~ 1n the nport; tbat ho llno• nothing or hie 
record ao an o:uouUTO otticar of baDko with '11111ch be ...,. baTe bean 
aooociate4 proT1oual:r, but ba.aod on tho con41UCIII or tho baDk be •• 
toroed to the conoluaicm that llr. W'1loon •• o.,.rl:r optiniotic, 
Tioianary and not a CODOOrTatiTo oro41t .-n. 

~·report dated :TuUl'Yl?, Urt, ahowed tbat In tho opinion 
or tho eDIIlinar, Proatdont 111loon • • roopono1 blo tor mora th&D 90 par 
oont ot tho bad oro41to, and during tho oJIIJII1llat1on Ur. '11laon agroe4 
to raotgn trom the loan · o~ttoe at the nut resular uettng or the 
Board. ~~ o:aminor otated tbat the bank bad IOToral o:xooptionally 
good dirootoro wbo, juat prior to the oliiBinatiOD ond en their 0111> 
l.a1t1at1To, undertook to remo"• tho oau"" tor lc1ont crodtto and 
that if Prootdent 'IUacm did not oba:r their tnauuotiono that bo 'ODuld 
be reoYe4. 

Proa14&Dt 'IUIIOD _. ollm!Mhd trca tho b1Dk be-tiD tho 
oDI:IlnaUOD 1a Al:lgU.ot, 192'7, and tho .... i:caUOD !.a Jobruar:r, 1918. 
~~ -l.aor atattd: 

•aaoo tho a11m1nat1ca of L w. W11oon , t amer 
Prooidant , baJ'IIODJ pr..,.Ua and aoti.,. otticoro 
are worll:l.ag 4111gllltl7 "" tho oorrooticm or un­
oathtootor:r aaaeh, lliOOt of Which oamo !.Jato tho 
bllDk throusb wu-.• 

Information 1a to tb.e ottoot thot ho • • and probablJ io 
d ra1 Se.rtnga and Loan .uaoo14tton, su Jranoioco, 

Pr"1dent of the ra • Bull: r th state Be 1a aid 
!.a ad41 Uon to bol.ag !hlparintand&Dt of • 0 0 

• rter of 
to bo b1sJ>1y a ot1To 1n California po11Uce &Dd • otrcms RJIPO 

OoT•nor Ol••· 
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Jlro, FoleJr ap.1n aucpated that tbe Board clo .. the door on the 
pelllliDi "'*!I»St troa the B&Dit ror ... U.pem.nt ..... MUon aDd tbeD 
eit 1D at tbe Co.pt.rou.r•a beariDC• 

..... lcoaa iDdJ.cated tbat arter tbe laat ••tl.Dg be thought tbe 
be&IJIU'T wam•t to act 1D MD<tiDg out ita order tor at laaat a .-1< 
but waa to gin tbe Boerd .., opportliD1t., t o etllll.r tbe Mtter ani ..b 
ito euu .. t i ono . It wao apparent t bnt tbere aa eo.o lliounderotand.l.nc 
88 to what W&O to happen &rter the cloee Of the -tin& on Jamary 8, 
Ill'. TolAy a&id 1t waa his underotllDdJ..nc that tha Board woe to ha..., a 
••tl.na ani act on the requaet or tbe BaDlc tbe tol.low1Dg .s., (Ja.....,. 9) 
ard that arter waiting rorty-eight hours rlthollt action 1>7 tha Boo.rd 
tha order waa ..,t out. ' 

llr'. Cohen at this po1Dt &gail! .tr.eoed the aporte,ce or coopera­
tion uong tbe &o~nt apnciee. He auggeated it could be dona 1D 
ouch • n:r aa to £1'"' t ba B&lll< the r~ that all or the agenct.. 
w re 1Dtereeted 1D tbe Coeptroller•a bearin& aDd t hat tbe7 would all 
watch the Co.ptroller•s proc..,lng care~ aDd be• their iDdirtdual 
tutura action 1D rqard. to the BaDk on wbet waa dneloped t bore. 1r. 
l!cclea objected that tbiB as.-.! that tha BaDk would appear at the 
COIIPtroller1 e be&rt.ng . Jlro. Cohen replied that be thought the Bonk 
would appear 1f all the agencie a -. the Bonk !eel that it obould 
appear. 

J1ro • Be cleo IIUII"Ited that aU or the agencies get t oget ber ani 
try to write a ticloat tor the BaDI<. Crowley t hought i t was a good idea 
to oi t down aDd agree on f'unduentala aDd thio waa ganerolly agreed to, 
except that Ill'. lADe stated that aa tar as t he S.I.C. woo conoerned, 
its pos ition -.. a little ditteHnt troa the other agencies , that it bed 
ito neck out ard that the C...tsslon would 1Daiat on the orderly coa­
pletion or ite pi'OO ,Mng, JICJtee ard lcclao oteted that ODe or tbo 
th1Dge neoeoaary ror the B&nk waa to cot new capital aDd that thia 
eouldn' t be done so l.ong aa the s.I.C. proceed1Dg • • UD11A1r ft1, par­
t icularly as it was neoessery to a all &oclt to tbo public . lr. 7ole7 
a&1d that tbe Treaaur7 had aterted ita pi'OCMding aDd would go rt&bt 
ahead rlth it. He recognised that eoae tiM the 1'r81SW7 would be 
ClllAd upon to 18¥ -tber or not proposal• ...S. b7 the Benlt are satl.e­
t aetor"T. In t hat u ent the freaeur"T would be so tis!' ted 1f the Bank 
coaplled with t be eugpations which bed beaD ...S. to it by the Coq>­
troller Cro. ti.J>e to tille in hio letters to the B&Dk. 

Ill'. llcttee stated t hat capital woe required but that it could1.nft 
be got publicly 80 l.ong as the S.E.C. hearing 1a on. At this po 
the di!Cicultieo or tbe public sole or etock were 4 1ocuosed. 

ted it lligbt he bolptul it .. eb c ancT would work 
Ill'. Cohon eugpo Bo.nk would be oat ist'&ctor)' to it. 

out for iteelt what &ction b7 ~ .... ·~- dif!icultieo which tbe S.I.C. 
Moasro . Tre&nor ard JAno discus .... ..,_ 
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.. la'Y1.al 1a ptUac ...rtloieDt iat-U. 011 wld.cb to ........ 
actloo liT tt. llaDit -u 'be eat1atactc~r7 to tt. s.s.c. Tile 41ttlcslv 
t4 pttial oapital wae diac,.e.S eca1a aDd it wae ~ &aNe4 tba\ 
,_ capital would ~llab]T baft to - fro. tba coow t, 

la;ro aDd - t4 workial 011t a atiatutorr prccr• tot tt. 11a1t ...., tbtD 41oOUMII aDd tba ,__...._ ot a detial.te""" .... .,,.,.....,. 
tt. aceaca. ia•obwd aa apia ~. ...... •• ?~ aDd eo-. poiatell 
out tbat tba c~• • bMrlnc oloaoal4 110t 'be clelq.S 1a aav ..., tlla1h 
at~ ....,. 'D•lnc ..S. to co• to - ualareto.D41at: 011 a eot1etactorr progru. 

U tba olo• ot tba -tiae Kr. !lobe req....,t.s tba Cooopt.roll8r to 
Mb Ide tecludoaletaff aftll•bJ• tar a OODt....,_ od.th tba teebal.cal 
start ot tba lie- Board am pouibJT tba ? .D.I.C. 1a &II att.pt to 
wOl"k out a procruo tor tba llaDit wld.cb -u 'be eou.tutorr to tt.-. 
ot tt. apDC1ee iaterut.s. It tlli• could 'ba 401101 am a eat1etactarr 
proeraa de't'eloped, - wa;r would. be toulld, 1t pooalble, to aet tba B&llk 
to propo• puttiag tba ~craa illto ortoct betOl"l tba Cooptroll.er•a -.... 
iago 111 the -tt., prepontloll tor the bMrinc ie to &0 OD IIDintar­
rupted aDd 110 po1tpca rt 11 contaoq>l&ted, Tile ~ll.er told Kr. 
llc:Xeo tbet be WIOIIld baft to hb tba ~·t uade1' ~.,..··-ttoa. 
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/ 
~a-v 19, l'ND 

(1) !be oep1tal .n N ~ed - "r \ l.Mat.l5 IIW.ioe. 

II- etoak 1e ~ "r t llrll, tile art1oJ..e. 
of UIOCIUtiOD -t CODt&ia u.l, --c-t 
cl.uaM a.1 _., ~ tar -to pciiiW 1a tile 
C 4Woll•r ot tN Cauecq ... ~tot c11~ 
•-etock. !be t25 w1 l11oe ot tile 
,...r....- n-k - ... llf - nook 
.... it ~...cbed 

(2) II tile 1Jianue 1a oapit.al. pret..-red etoct pudluocl bJ tile 

llrll, tile 41~ nt. oe •- ftoclll-- .:&e...s 8 pow 
-'• II 1t 1e ~'"f....- Mld loeel!r, tile nt. oa tile 
pr.r...- etocl< ~ 100 1A _.. ot 3 ,... - · II tile 
IJIQ .... 1e .rtMted "r a ot- rloot, tile cUrldeal • 

- •took .-u lOOt 6 pu' -'· 

(3) x.o.- ••tiaeted 1A tile 
cbar&ed ott at -.e. 

t nport. ot uaalatioe ... , N 

_, att111e...S &lid ...... i.diu7 .,..._ 
elle1•W r- tile but "r 191,3 • a 
~tbe-nt.uMa 

_._, _, 110 - obUptS.. "' 
- tua 1Ato tile ...... 

411,_."' ot ~ tile t1~ powW ,..-

• 
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