
2 / 9 / 4 0 CONFIDENTIAL 

REQUIREMENTS WITH RESPECT TO 

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

1 . C a p i t a l . The c a p i t a l must be increased immediately by not 

less than $35,000,000. I f the new c a p i t a l i s obtained by 

the issuance o f p re fe r red s tock, no re t i rement o f p re fe r red 

stock s h a l l be made wi thout the consent o f the Comptrol ler 

o f the Currency, i f such re t i rement would reduce the aggregate 

c a p i t a l s tock, surplus and undiv ided p r o f i t s below the t o t a l 

o f the c a p i t a l s tock, surplus and undiv ided p r o f i t s as o f the 

e f f e c t i v e date o f the proposed increase i n c a p i t a l ; provided 

tha t i n the event the R.F.C. subscribes to p re fe r red stock 

the bank w i l l be permi t ted t o r e t i r e the minimum amount o f 

p re fe r red stock annual ly i n order t o q u a l i f y f o r the lowest 

d iv idend r a t e . 

2. Bond p r o f i t s . A l l bond p r o f i t s must be kept i n a spec ia l reserve 

account to take care o f losses and deprec ia t ion i n the bond 

account u n t i l the t o t a l o f tha t reserve account s h a l l equal the 

t o t a l bond premium p lus a l l bond dep rec ia t i on . 

3 . Losses and reserves. A reserve o f $8,000,000. must be set up against 

the ca r r y i ng values o f banking premises as shown on the bank*s 

books and i n the investment i n Merchants Na t iona l Rea l ty Corpora t ion . 

At the end o f one year t h i s reserve s h a l l be used t o reduce the 

ca r r y i ng values o f such banking premises, unless i n the meantime 

the bank s h a l l have fu rn ished t o the Comptro l ler o f the Currency 
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complete in fo rmat ion s a t i s f a c t o r y t o him w i t h respect to the 

actua l cost o f each banking premise and the deprec ia t ion which 

has been taken thereofc, such in fo rmat ion to cover the complete 

h i s t o r y o f each banking premise from the t ime o f cons t ruc t ion . 

Upon f u rn i sh i ng such evidence w i t h i n the one year, the reserve 

s h a l l be used to reduce the ca r ry ing value o f banking premises 

by the amount o f adequate deprec ia t ion dur ing the l i f e o f the 

b u i l d i n g , not p rev ious ly taken, which should have been taken i n 

accordance w i t h sound banking p rac t i ces , and by the amount o f any 

" w r i t e - u p s . * The remainder o f such reserve, i f any, may be re -

turned to the undiv ided p r o f i t s account. 

Losses set up by the examiners i n the l a s t repor t o f 

examination not otherwise provided f o r here in must be charged o f f 

immediately. 

Future losses, except those reserved f o r , must be charged 

out o f f u t u r e earnings, and p resen t l y e x i s t i n g undiv ided p r o f i t s 

as w e l l as any amount tha t may l a t e r be released from reserves 

here in es tab l i shed , may not be used f o r any purpose except the 

set t ings up o f reserves and charging out o f losses not provided 

f o r by f u t u r e earnings. 

Concerning o ther r e a l estate ca r r i ed as such, mtk r e a l 

es ta te so ld under contract t o Cap i ta l Company and C a l i f o r n i a Lands 

I n c . , a reserve o f 25 per cent o f the book value o f such assets 

must be set up on the books o f the bank w i thout r e l i e v i n g C a l i f o r n i a 

Lands I n c . o r Cap i t a l Company o f t h e i r o b l i g a t i o n s w i t h respect t o 

p rope r t i es p resen t l y under con t rac t w i t h them. 
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No r e a l e s t a t e a c q u i r e d by the bank s n a i l be t r a n s f e r r e d 

t o C a l i f o r n i a Lands I n c . , C a p i t a l Company, o r Merchants N a t i o n a l 

R e a l t y C o r p o r a t i o n , o r t o any o t h e r p a ^ t y under s i m i l a r a r r a n g e -

ments , and no r e a l e s t a t e s h a l l be d isposed o f except f o r cash o r 

under bona f i d e sa le^ c o n t r a c t s w i t h pu rchase rs , under c o n d i t i o n s 

j u s t i f y i n g t h e e x p e c t a t i o n t h a t such sa les w i l l be f i n a l . As soon 

as p o s s i b l e a f t e r t h e a c q u i s i t i o n o f any a d d i t i o n a l r e a l e s t a t e i t 

must be p laced on t he bank ' s books as o t h e r r e e l e s t a t e and a t a 

f i g u r e wh ich would e l i m i n a t e any l o s s i n t he a s s e t . I n no i n s t a n c e 

i s t h e c a r r y i n g va lue o f o t h e r r e a l e s t a t e t o exceed t he book v a l u e 

o f t h e l o a n . 

4 . I l l e g a l l y he ld bpnk s t o c k . The amount o f t h e inves tment i n t he 

s tock o f t he N a t i o n a l C i t y Bank must con t i nue t o be reduced 

a t a r a t e no t l e s s t h a n t h e amount o f t he r e d u c t i o n made i n t h a t 

asse t d u r i n g t h e l a s t y e a r . 

La rge l i n e s . The p rog ress t h a t has been made i n t he pes t year 

i n l i q u i d a t i n g indeb tedness o f Transamer ioa and i t s s u b s i d i a r y 

companies must be c o n t i n u e d . The aggrega te amount o f these l i n e s 

should be b rough t w i t h i n t h e s t a t u t o r y l i m i t a t i o n s f o r any one 

b o r r o w e r , and such indeb tedness must be adequa te l y and p r o p e r l y 

secured i n accordance w i t h sound bank ing p r a c t i c e . 

The c o n c e n t r a t i o n o f c r e d i t i n t h e bank depending upon 

t h e shares o f o t h e r c l o s e l y r e l a t e d bank ing i n s t i t u t i o n s must be 
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d i s c o n t i n u e d . The c r e d i t f a c i l i t i e s o f t h e bank: must n o t be used 

f o r t h e e x p a n s i o n o f T r a n s a m e r i c a . W i t h r e s p e c t t o e x i s t i n g l o a n s 

r e p r e s e n t i n g c r e d i t used f o r t h a t purpose t h e r e must be a program 

o f r e d u c t i o n ana r e t i r e m e n t . 

' I t i s d e f i n i t e l y u n d e r s t o o d t h a t t h e banks and t h e companies 

h e r e i n l i s t e d and r e f e r r e d t o s h a l l be c o n s t r u e d as a s s o c i a t e d and 

a f f i l i a t e d companies s u b j e c t t o t h e f o r e g o i n g r e s t r i c t i o n s and t h e 

agg rega te o f such l o a n s must be b r o u g h t w i t h i n t h e l e g a l l i m i t a t i o n 

o f t h e b a n k ' s l e n d i n g power b e f o r e J u l y 15 , 1942. 
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T r a n s a m e r i c a C o r p o r a t i o n 
Coast Company 
C o r p o r a t i o n o f Amer i ca 
F i r s t S e c u r i t i e s Company o f P o r t l a n d 
T r a n s a m e r i c a S e r v i c e C o r p o r a t i o n 
T r a n s a m e r i c a G e n e r a l C o r p o r a t i o n 
Bankamer ica A g r i c u l t u r a l C r e d i t C o r p o r a t i o n 
C a l i f o r n i a Lands , I n c . 

C a l i f o r n i a E x p l o r a t i o n Company 
C a p i t a l Company 

Vie s t e r n F u r n i t u r e Exchange 
Weste rn S t a t e s C o r p o r a t i o n 

Coast S e r v i c e Company 
I n t e r - A m e r i c a C o r p o r a t i o n 
I n t e r - C o n t i n e n t a l C o r p o r a t i o n 
Amer ican B r o k e r a g e , I n c . 
G e n e r a l M e t a l s C o r p o r a t i o n 
O c c i d e n t a l L i f e I n s u r a n c e Company 
P a c i f i c N a t i o n a l F i r e I n s u r a n c e Company 
Bankamer ica Company 
F i r s t N a t i o n a l C o r p o r a t i o n o f P o r t l a n d 
C a l i f o r n i a J o i n t S tock Land Bank 
A s s o c i a t e d Amer i can D i s t r i b u t o r s , I n c . 
P a c i f i c Coast Mor tgage Company 
and any o t h e r s u b s i d i a r i e s o f above companies 
p r e s e n t l y i n e x i s t e n c e o r t o be o r g a n i z e d i n t h e 
f u t u r e o r any o t h e r c o r p o r a t i o n s , "which under t h e 
c i r c u m s t a n c e s o f t h e i r e x i s t e n c e appear t o be 
w i t h i n r e a s o n a b l e l i m i t s a f f i l i a t e d o r c l o s e l y 
a l l i e d t o t h e b o r r o w i n g i n t e r e s t s o f t h e above 
c o r p o r a t i o n s . 

The s t o c k o f any bank , i n w h i c h T ransamer i ca i s substan-

t i a l l y i n t e r e s t e d , s e c u r i n g such l o a n s must be e l i m i n a t e d by 

J u l y 1 5 , 1945 > and no s i m i l a r p l e d g e s may h e r e a f t e r be a c c e p t e d . 

F u r t h e r e x t e n s i o n s o f c r e d i t by t h e bank f o r t h e purpose o f 

p u r c h a s i n g o r c a r r y i n g T r a n s a m e r i c a S tock must be d i s c o n t i n u e d , 

and no c o l l a t e r a l v a l u e may be a s s i g n e d t o such s t o c k h e r e a f t e r 

p l e d g e d t o secu re t h e l o a n s . 
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6 . Real es ta te c o n c e n t r a t i o n . A l l r e a l es ta te acqu i red o r c a r r i e d 

i n v i o l a t i o n o f S e c t i o n 5137 o f the Revised S t a t u t e s must be 

d isposed o f as soon as p o s s i b l e . Real es ta te loans which do not 

conform t o S e c t i o n 2J+ o f t he Fede ra l Reserve Ac t must be d isposed 

o f o r made t o conform as soon as p o s s i b l e . 

7* S e l f - i n s u r a n c e r e s e r v e . Steps should be taken as soon as p o s s i b l e 

t o determine the l e g a l i t y o f the t r a n s a c t i o n between the Bank o f 

America and Transamerica General C o r p o r a t i o n r e l a t i n g t o insurance 

a g a i n s t c e r t a i n l osses o f the bank. I n the event i t be found t h a t 

such t r a n s a c t i o n was i n v a l i d , the balance o f the funds i n t he 

hands o f Transamerica Genera l C o r p o r a t i o n , a f t e r deduc t ing a l l 

l osses pa id by i t , should be r e s t o r e d t o the bank. 
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