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2/9/40 CONFIDENTIAL

REQUIRRMENTS WITE RESPECT TO

BANK OF AMERICA N. T. & S. A.

1. Capitel. The capitel must be increased immediately by not
less than $35,000,000. If the new capital is obtained by
the issuance of preferred stock, no retirement of preferred
stock shall be made without the consent of the Comptroller
of the Cﬁrrency, if such retirement would reduce the aggregate
capital stock, surplus and undivided profits below the total
of the capitel stock, surplus and undivided profits as of the
effective date of the proposed increese in capital; provided
that in the event the R.F.C. subscribes to preferred stock
the bank will be permitted to retire the minimum amount of
preferred stock snnually in order to qualify for the lowest
dividend rate.

2. .Bond profits. All bond profits must be kept in a special reserve
account to take care of losses and depreciation -in the bond
account until the total of that reserve account shall eqgual the
total bpnd premium plus all bond depreciastion.

3. Losses !gd-roség!os. A reserve of $8,000,000‘must'be set up sgainst
the carrying values of banking premises as shown on the bank's
books and in the investment in Merchants National Realty Corporation.
At the end of one year this reserve shall be used to reduce the
carrying values of such banking premises, unless in the mesntime

the bank shell have furnished to the Comptroller of the Currency
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complete information satisfactory to him with respect to the
actuel cost of each banking premise and the deprecistion which
hes been taken thereoh, such informetion to cover the complete
history of each banking premise from the time of construction.
Upon furnishing such evidence within the one year, the reserve
shall be used to reduce the carrying value of banking premises
by the amount of adequate deprecistion during the life of the
building, not previously teken, which should have been taken in
accordance with sound banking prectices, and by the amount of any
"write-ups.” The remainder of such reserve, if any, may be re-
turned to the undivided profits account. ‘

Losses set up by the examiners in the last report of
examination not otherwise provided for herein must be charged off
immediately.

Future losses, except those reserved for, must be charged
out of future earnings, and presently existing undivided profits
as well as any amount that may later be released from reserves
herein esteblished, may not be used for any purpose except the
setting up of reserves end charging out of lpsses not provided
for by future earnings.

Concerning other real estate carried as such, ssk reasl
estate sold under contract to Capital Company and Californias Lands
Inc., a reserve of 25 per cent of the book value of such assets
must be set up on the books of the bank without relieving Californias
Lands Inc. or Capital Company of their obligations with respect to

properties presently under contract with them.
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No résl estate acquired by the bank snall be transferred
to California Lands Inc., Cspital Company, or lMerchants Nationsal
Realty Corporstion, or to sny other party under similsr arrange-
ments, and no real estate shsll be disposed of except for cash or
under bona fide sale=s contracts with purchasers, under conditions
justifyine the expectation that such szles will be finasl. As soon
as possible sfter the scquisition of any additional resl estate it
must be placed on the benk's books as other resl estate and =t =
figure which wouldveliminate any loss in the asset. In no instance
is the carrying value of other resl estate to exceed the book walue
of the loen.

4. Tllegally held benk stock. The amount of the investment in the

stock of the Netional City Bank must continue to be reduced
at a rate not less than the amount of the reduction msde in th=at
ssset during the lest yeer.

5. Large lines. The progress that has been made in the pest year
in lionidsting indebtedness of Transsmerics and its subsidiary
‘c0mpanies must be continued. The ageregate amount of these lines
should be ¥rousght within the stetutory limitstions for sny one
borrower, and such indebtedness must be adequately =nd properly
secured in accordsnce with sound bankiﬁg przctice.

The concentrstion of credit in the bank depending upon

the sheres of other closely relsted banking institutions must be
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Transamerica Corporation
Coast Company
Corporation of America
First Securities Company of Portlend
Transamerica Service Corporation
Transamerica General Corporation
Bankamerica Agricultural Credit Corporation
California Lands, Inc.
California Exploration Company

Capital Company

Western Furniture Exchange

Western States Corporation
Coast Service Company
Inter-America Corporation
Inter-Continental Corporation
American Brokersge, Inc.
General Metals Corporation
Occidental Life Insurance Company
Pacific National Fire Insurance Company
Banksmerica Company
First National Corporation of Portland
California Joint Stock Land Bank
Associated American Distributors, Inc.
Pacific Coast Mortgage Company
and any other subsidiaries of above companies
presently in existence or to be organized in the
future or any other corporations, which umder the
circumstances of their existence appear to be
within reasonable limits affiliated or closely
allied to the borrowing interests of the above
corporations.

The stock of any bank, in which Transamerica is substan-
tially interested, securing such loans must be eliminated by
July 15, 1945, =and no similar pledges may hereafter be accepted.
Further éxtensions of éredit by the bank for the pufpose of
purchasing or carrying Transamerica Stock must be discontinued,
and no collateral value may be assignéd to such stock hereafter

pledged to secure the loans.
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