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lesponse to Yemo Iresemted by the
Comunittee with ‘egard to Bank of
Amerioca e, Ts & 5o Ae

Upon acceptance of the following
as & program, and with the express under-
standing thet the matters pending before
the Seliele will be disposed of at the same
time, the :resident of the Bank will recom=
mend to its board of Ulrectors tlnt the
Bank

l., Increese its capital structure by
3'0.0@.000. to be done “&n 90 w‘. u
pessible, but in no event later than
30, 1940, This will be done by the is
anoe of common or preferred stoek or
oomuon and pert preferred as may be d
upon by the Bank, Jteps to this end
be initiated pramptly. Amendment te
Bank's articles of association for this
purpose shall be agreed upoa by the
and the Committee, and also by the R
‘unywtorﬂufmdombbo“

*ailable through the H.F.Cs either by way
<f purchase of any such stoeck or by making
loans on the seeurity thereof,

i

2]}

1]

2. Immediately uvon obtaining the
capital, set up an unallocated reserve
$5,000,000, .

3. Amortize bond w-i- in
‘ance with statutory provisions and
tions of the Comptreoller appliecabl
naticnal banks,.
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Comments upon ‘ank's lesponse to
Comptroller's roposed lequire-
monts.

M

M-

1,0ffer of ocapital increa;e, either com=
mon or preferred, in the total amount of
$30,000,000 oapital funds. Ancunt seems in~
adequate in consideration of entire program
offered,

(a) Vould suggest preferred stoeck
for any inorease in ocapital, whether sold
to shareholders, the public, or the Covern=
ment, beoause (1) it should be cheaper
capital and would provide more cushion
from earnings for other corrections, and
(2) the sale of preferred stock would oreate
less problam with respect to representations
than would the ssale of common stook, and (3)
preferred stook carries with it eertain
rights or privileges of retirwment and con~-
version which are to the advantage of the
management and the common stoockholders,

2. Interpeose no objecticm to unallocated
reserve of §6,000,000 for a correction of

that in case the facts as subsequently de=-

veloped indicate that $85,000,000 is inadequate,

the deficiency will have to be met out of
current earnings.

Ho cament if it is understood that
amortization applies to entire portfolio.
In addition one=half of net bend profits to
be set aside as additional reserves to
accelerate the eliminatiom of the premium
account uatil suech reserve is adequate as
detemined by the Cemptreller's office.




4, Furnish to the Comptroller com= 4. See No. 2.
plete information with respect to the
actual cost to it of each banking premise,
5« Charge- off all items olunszuified 6. Ko comment,
as loss in the last report of examination
not otherwise discussed herein whiech have
not heretofore been charged off. (For your
information, this has already been done,)

6e Insist that California Lands and
vapital Ces furnish property teo addition~
ally secure tholir contracts. Such proper-
ty will be in an amount egual to the dif-
ference betwsen the unpald purshase price
under the ocontracts and the waluation of
the property thereunder as such valuation
appears in the schedule contained in the
report of exemination begun August 31,1939,
(For your information, sales of real estate'
to California Lands and Capital Co, under *
sontract were disocontinued as of June 1,
’38.) ¢
L
7« Continue to treat real estate cur-' 7. lNo comment, provided “"costs" are
rently acquired by foreelosure or in satis-' defined and uhntood by conmittes, Frefer
faction of debt as Cther Heal Hstate and ' “book wvalue of loan™ to "cost”,
earry the same at cost or appraised value, '
whichever is lower. .
L]
8¢ Elimimate the smount of investment' 8. ko comment.
in stock under option on the basis of the '
program now in effect, the ml redustion’
emounting to $543,380, i , '

6e Froposed additional collateral con=
sisting of free assets of thoge companies
should be in en amcunt egual in valus to at
least 257 of the wmpaid balance of their
respective contracts with the bank.
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9¢ We otill recommend the treatment of
large lines fx substantially as suggested
in the Comptreoller's original requirements,
with proper safeguarding language.

10, o comment,

¢ Hequire continuation of the pro-
gram of liquidation now in effect with re-
gard to the commitments of Transamerica and
its subsidiaries,

10, Eliminsate, within a reasomable
period, any loans carried in excess of
logal limits if any suoh exist, (It is the
Bank's poliecy not to permit loans to exeeed
legal lmt.o)

11, Give vigerous attention to any
real estate holdings or real estate losns

At may not conform to statutory require-
ments,

1l, Yo comment,
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Initiate steps to ascertalin
whether the Bank ls entitled to recover
any part of Transamerica General Corpora~
tion's reserve for ridelity losses and to
recover any part thereof to which the Bank
may be entitled.

The foregoing response is pre-
sented aes an expression of the Bank's sin-
cere desire to cooperate construotively in
arriving at an understanding., It not
be deemed or construed as admitting
statement or implication in the Committee's

tual neeessity for any
therein or herein., Thismme is
used for any other purpose or by
agensy.
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12, Vo comment,

The bank's response, to which the
oregoing comments have been directed, does
not ocover the following points, which
should be included,

le The bank should take lLmmediate
steps through Lerchants laticual Realty
Company to obtain the pledge by Capital Co.
llateral equal in wvalus to at least
of the contrects between
To cover any

-
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