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.^espcnac to teo /resented by the 
dcm: ittc-e with egard to rtank of 
America T. a- S. A* 

Upon acceptance of the following 
as a pro/,ran, anci with tho express under-
standing that the matters ponding before 
tho 5*u*C* w i l l bo disposed of a t tho sane 
tisse, tho .resident of tho iierik w i l l reca»-
mend to i t s iioard of irectors that tho 
Banki 

1* Increase i t s capi ta l structure by 
*80,000,0c0, to bo d<,ne within frO days, i f 
possible, but in no event la ter than Juno 
30, 1*40. This w i l l bo done by tho issu-
axioe of oosaaon or preferred stook or part 
common and part preferred as m y bo decided 
upon by the ijank* Jteps to thio end w i l l 
bo i n i t i a t e d promptly* Amendment to the 
Bank's a r t i e l e s of assooiatlon for th is 
purpose shal l bo agreed upon by tho Bank 
and the committee, end also by tho R*F*C* 
i f any part of the funds are to bo wade 

mailable through tho a*F*C* ei ther by way 
- f purchase of any suoh stook or by staking 
loans on the security thereof . 

2 . I raned l a t e l y uoon obtaining tho now 
c a p i t a l , set up an unallocated reserve of 
v5,000,000* 

3 . AsMrtise bond premiums in aeoord-
anco with statutory provisions and regula-
tions of tho Comptroller applicable to a l l 
nat ional banks. 

Comments upon rank 's response to 
Comptroller's Proposed • equ i re -
msnts. 

1 .Of fer of capi ta l inorca . i , e i ther cow 
men or preferred, i n the t o t a l amount of 
$30,000,000 capi ta l funds, At ount seems in-
adequate in consideration of ent i re program 
offered. 

(a ) would suggest preferred stook 
for any increase in oap l ta l , whether sold 
to shareholders, the publio, or tho Govern-
ment, because (1 ) i t should be cheaper 
capi ta l and would provide more cushion 
from earnings for other corrections, and 
(2 ) the sale of -preferred stook would oreate 
less problem with respect to representations 
than would the sale of cowaon stook, and (3 ) 
preferred stook carries with i t cer ta in 
r ights or pr ivi leges of r e t i r ^ o n t and con-
version which are to the advantage of tho 

tgsment and the eoHaaon stockholders. 

2 . Interpose no objection to unallocated 
reserve of 46,000,000 for a correction of 
write-ups and inadequate depreciation as 
dote mined by a ocaaplete survey and analysis 
of the banking premises, including future 
and former premises* with tho understanding 
that in ease the facts at subsequently de-
veloped indicate that £5,000,000 is inadequate, 
tho deficiency w i l l have to be mot out of 
current earnings* 

9* So c assent i f i t i s understood that 
amortisation applies to ent i re por t fo l io* 
I n addit ion one-half of net bond pro f i ts to 
bo set aside as addit ional reserves t o 
aooolerate the el imination of tho premium 
aocount u a t i l suoh reserve is adequate as 
determined by the Comptroller's o f f loe* 
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4 . burnish to the Comptroller com-
plete Information w i t h respect to the 
aotual cost to i t of each bonking prenise, 

5 . Charge o f f a l l items c lassi f ied 
as loss in the last report of examination 
not otherwise discussed herein which have 
not heretofore boon charged o f f * (For your 
information, th is has already been done*) 

d* Ins ist that Cal i fornia Lands and 
vt , i t a l Co* lurnish property to addit ion-
a l l y secure t h e i r contracts* Suoh proper-
ty w i l l be in an amount equal to the d i f -
ference between the unpaid purehase price 
unaer the contracts and the valuation of 
the property thereunder as suoh valuation 
appears in the schedule contained in the 
report of exar>ination begun August 31,1929* 
(For your information, sales of real estate 
to Cal i fornia i^nds and Capital Co* under 
eontraot were discontinued as of June 1 , 

^ 3 8 . ) 

7* Continue to t r e a t rea l estate cur-
rent ly acquired by foreclosure or in sat is -
fact ion of debt as other Heal state and 
carry the sasas a t eost or appraised value, 
whichever is lower* 

6* eliminate the amount of investment 
in stook under option on the basis of the 
program now in e f f e c t , the annual reduction 
amounting to #543,360* 

9* Require continuation of the pro-
gram of l iquidat ion now i n e f fec t wi th re -
gard to the commitments of Transaiaerloa and 
I t s subsidiaries* 

10* l iminate , wi th in a reasonable 
period, any loans carr ied in excess of 
legal l im i ts i f any suoh exist* ( I t i s the 
hank's policy not to permit loans to exceed 
lefcal l i m i t s . ) 

11* Sive vigorous a t tent ion to any 
real aetata holdings or rea l estate loans 

»t may net oenform to statutory require-
ments* 

4* See So* 2. 

6* Ko ocssssnt* 

d* treposed addit ional c o l l a t e r a l con-
sist ing of f ree assets of these companies 
should be in an amount equal in value to at 
least 26> of the unpaid balance of t h e i r 
respective contracts with the bonk* 

7* Bo cessment, provided "oosts1* are 
defined and understood by committee* Prefer 
"book value of loan" to "cost"* 

8 * Uc c o m m e n t * 

9* <ve et i l l * reoesrrend tho treatment of 
large l ines i n substantial ly as suggested 
i n the Costptroller's or ig inal requirements, 
wi th proper safeguarding language* 

10* iio cosancnt. 

1 1 * B o o E r i c n t . 
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I t * I n i t i a t e steps to ascertain 
whether the Bank is en t i t l ed to recover 
any pert of i'ranaaiaer loo Jenerel ~orpora-
t ion 's reserve for f i d e l i t y loeees end to 
recover any part thereof to which the Baak 
M y be e n t i t l e d . 

The foregoing reepenee la pre-
eented as an expreeslom of the 3ank*s s in-
cere desire to cooperate construet1vely in 
ar r iv ing at an underctanding* I t ahsdl net 
be deemed or cor:strued as a f e l t t l n g any 
statcedent or implication in the Cs«alttee's 
r.emo or assenting to anything therein ex-
cept' as herein expreeeed, or as e m i t t i n g 
that there is amy legal requirement or fac-
tua l necessity for any ohaage suggested 
therein or herein. Thlsswe is not to be 
used for any other \. urpoee or by any other 
agency. 

I S . Xo ooar-.cnt. 

The bank's response, to whieh the 
foregoing ssmments liave been directed, doee 
not oover the following points, wt.loh 
should be included i 

1 . A 0 bank should take lamed late 
stepe through kerohaute National Pealty 
Company to obtain the pledge by Capital Co* 
of c o l l a t e r a l equal in value to at least 
16> of the amount of the contracts betsosm 
i t and tne eal ty wompany* To oover any 
deficiency in addit ional c o l l a t e r a l , the 
bank shal l set up a reserve from i t s undivi-
ded pro f i ts In en equivalent amount* 

2 . wther rea l estate carried as suoh 
cm the books of ths bank. There should be 
set up an additional reeerve from undivided 
prof i ts equivalent to ttfc of the carrying 
value of suoh ether read estate* 
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