
Cable Address—Bamer iea l 

ISO 44 
BANK OF AMERICA 

N a t i o n a l T r u s t and Sav ings 
A s s o c i a t i o n 

San F r a n c i s c o Headquar ters 

San F r a n c i s c o , C a l i f o r n i a 
December 29, 1939 

Board o f Governors 
F e d e r a l Reserve System 
Washington, D. C. 

Gent lemen: 

We a re t a k i n g t h e l i b e r t y by means o f t h i s l e t t e r o f i n v i t -
i n g you r a t t e n t i o n t o a s i t u a t i o n w h i c h appears t o us t o be o f g rave 
concern t o t h e Board o f Governors o f t h e Fede ra l Reserve System. I t 
r e l a t e s t o t h e o p e r a t i o n s o f o u r bank — Bank o f Amer ica , N a t i o n a l 
T r u s t and Sav ings A s s o c i a t i o n — as a member bank i n t h e T w e l f t h F e d e r a l 
Reserve D i s t r i c t and t o t h e r e s p o n s i b i l i t i e s t o t h e community wh ich t h a t 
membership e n t a i l s . 

We a re f u l l y aware t h a t t h e Board o f Governors i s n o t d i r e c t l y 
concerned w i t h t h e manner i n wh ich t h e f u n c t i o n s o f o t h e r agenc ies o f 
t h e government a re d i s c h a r g e d . On t h e o t h e r hand, t h e r e may a r i s e s i t u a -
t i o n s where, f rom whatever causes, a member bank may be so harassed and 
pursued w i t h t h e p u b l i c a t i o n o f unproven and unadmi t t ed charges o f m i s -
conduct t h a t i t s u s e f u l n e s s as a member bank may become j e o p a r d i z e d and 
t h e F e d e r a l Reserve System t h e r e b y a d v e r s e l y a f f e c t e d . 

I t i s n o t necessary t o g i v e t o you r Board d e t a i l e d s t a t i s t i c a l 
i n f o r m a t i o n as t o t h e compara t i ve s t a t u s o f t h i s bank as a member bank 
o f t h e T w e l f t h F e d e r a l Reserve D i s t r i c t . I t embraces i n i t s asse t s about 
30% o f a l l o f t h e Fede ra l Reserve member bank asse ts o f t h e T w e l f t h D i s -
t r i c t . I t s a s s e t s e l i g i b l e f o r l o a n s and d i s c o u n t s w i t h t h e F e d e r a l 
Reserve Bank i n San F r a n c i s c o a re a p p r o x i m a t e l y $1 ,133 ,000 ,000 . I t s 
r e s e r v e s c a r r i e d w i t h t h a t bank a re $157 ,000 ,000 . We have no doubt o f 
t h e a u t h o r i t y o f you r Board under t h e F e d e r a l Reserve Ac t t o make i t s 
own i n v e s t i g a t i o n a t any t i m e , i n o r d e r t o i n f o r m y o u r s e l v e s f o r your own 
purposes under t h e l aw , o f t h e c o n d i t i o n o f t h e asse ts o f any member bank. 

Up t o t h e b e g i n n i n g o f t h e s p r i n g o f 1938 ou r bank en joyed - -
as we b e l i e v e t h e r e c o r d w i l l show — a norma l r e l a t i o n s h i p t o t h e o f f i c e 
o f t h e C o m p t r o l l e r o f t h e Cu r rency . L a t e r on t h a t year t h e C o m p t r o l l e r ' s 
o f f i c e appeared t o assume a h o s t i l e a t t i t u d e twward ou r e n t i r e i n s t i t u -
t i o n , f i r s t ev idenced by t h e examina t i on completed A p r i l 28, 1938, and 
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l a t e r by the l e t t e r s igned by Deputy Compt ro l l e r Gough on September 13, 
1933, upon the same day t h a t the Secre tary o f the Treasury had by Depar t -
mental C i r c u l a r #595 t r a n s f e r r e d to h i s o f f i c e the e n t i r e l e g a l s t a f f o f 
the Compt ro l l e r o f t he Currency; and the same day a lso t h a t the te legram 
( r e f e r r e d t o below) was sent by the A c t i n g Compt ro l le r to the bank 's d i -
r e c t o r s r e s p e c t i n g the d i v i d e n d . Since t h a t t ime our bank has been h a r -
r i e d and th rea tened p r i v a t e l y and p u b l i c l y — and we t h i n k u n f a i r l y and 
u n j u s t l y — i o n t i l ground i s be ing l a i d f o r con fus ion i n the p u b l i c mind 
as to i t s c o n d i t i o n and consequent ly occas ion f o r goss ip and rumor t o the 
d e t r i m e n t o f i t s w e l f a r e and t h a t o f the Federa l Reserve System. 

We s h a l l c a l l t o you r a t t e n t i o n some o f the i n c i d e n t s which 
g i ve r i s e t o these c o n d i t i o n s . Th is i s done n o t w i t h any idea t h a t your 
i toard w i l l concern i t s e l f w i t h p e r s o n a l i t i e s , mot i ves , o r j u r i s d i c t i o n a l 
q u e s t i o n s , bu t w i t h the e f f e c t which may u l t i m a t e l y be produced by these 
a t t a c k s on the bank. 

On September 13, 1938, the A c t i n g Compt ro l l e r sent a te legram 
t o be read by h i s examiner to the board o f d i r e c t o r s of the bank i n which 
he t h rea tened to c i t e the bank 's o f f i c e r s and d i r e c t o r s t o your Board o f 
Governors under s e c t i o n 30 o f the Banking Ac t o f 1933 on account o f the 
d e c l a r a t i o n o f the r e g u l a r d i v i d e n d . Th is a c t i o n was taken w i t h o u t p r i o r 
n o t i c e to o r f o r m a l d i s c u s s i o n w i t h the bank. F o l l o w i n g t h i s a c t i o n , 
P res iden t L . M. G i a n n i n i te legraphed you r Board o f Governors r e q u e s t i n g 
t h a t i t se t a date f o r hea r i ng o f the C o m p t r o l l e r ' s charges. He a t the 
same t ime n o t i f i e d the Compt ro l l e r o f t h i s message t o you r Board. 

On September 23, 1938, ten days l a t e r , the A c t i n g Compt ro l l e r 
addressed a l e t t e r t o our board o f d i r e c t o r s a t t h e i r p laces o f business 
w i t h o u t i n d i c a t i o n o f i t s pe rsona l and c o n f i d e n t i a l n a t u r e , making t h e r e -
t o f o r e unheard o f d r a s t i c c r i t i c i s m s o f the a f f a i r s o f the bank w i t h a 
f u r t h e r t h r e a t t o invoke s e c t i o n 30 o f the Banking Act o f 1933 be fo re 
you r Board and f u r t h e r t o invoke the terms o f s e c t i o n 5239 o f the Revised 
S t a t u t e s . (Th i s l e t t e r was answered i n d e t a i l by the Board o f D i r e c t o r s 
o f the bank on October 11, 1938, and a conference w i t h the Compt ro l l e r 
reques ted . ) 

On November 23, 1938, Compt ro l l e r Delano compl ied w i t h the r e -
ques t o f the board o f d i r e c t o r s f o r a conference w i t h the management and 
P res iden t L . tf. G i a n n i n i , w i t h two o the r o f f i c e r s o f the bank, a r r i v e d 
i n Washington on December 5 , 1938. A f t e r w a i t i n g th ree days, conferences 
were h e l d f rom December 8 th t o December 15 th w i t h the Compt ro l l e r and mem-
bers o f the I n t e r d e p a r t m e n t a l Committee, i n v i t e d i n by the C o m p t r o l l e r , 
upon w r i t t e n agenda prepared and i n s i s t e d upon by the C o m p t r o l l e r . On 
December 1 5 t h , a f i n a l agreement was reached and reduced to w r i t i n g by t he 
Treasury Department which bound the bank t o a work ing program and which 
embraced such i tems submi t ted by the Comp t ro l l e r f o r d i s c u s s i o n as he de-
s i r e d t o i n s i s t upon. Th is program, n o t w i t h s t a n d i n g the c i rcumstance t h a t 
P r e s i d e n t G i a n n i n i though t i t s terms unduly harsh (as shown by h i s l e t t e r 
t o t he C o m p t r o l l e r ) , was accepted by the bank and was approved by the members 
o f the I n t e r d e p a r t m e n t a l Committee who a t tended the conferences . Since 
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t h a t t i m e we have c o n s i s t e n t l y adhered t o i t s terras a l t h o u g h t he Compt ro l -
l e r o f t he Cur rency has i n h i s t r e a t m e n t o f t he bank ac ted as though no 
such con fe rences had ever been heldo 

Subsequent examina t ions o f t h e bank have comp le te l y i gno red t h e 
program o f December 15*, 1938, and have become more and more a r b i t r a r y and 
v i n d i c t i v e . T h i s i s c l e a r l y i l l u s t r a t e d by t he r ecen t a r b i t r a r y v a l u a -
t i o n s o f bank ing premises by t h e examiner . And l e t t e r s f rom t h e Compt ro l -
l e r f o l l o w i n g these examina t ions have become more and more t h r e a t e n i n g , 
c a p t i o u s , and d i scou^ teo l i s i n r e s p e c t t o t h e v e r y i tems o f t h e program o f 
December 1 5 t h wh i ch be imposed upon t he bank and under wh i ch i t i s o p e r a t -
i n g , so f a r as those i tems are concerned. 

B e g i n n i n g w i t h t h e events wh i ch came t o pass on September 13 , 
1938, t h e C o m p t r o l l e r began t o address l e t t e r s t o t h e board o f d i r e c t o r s i n 
r e s p e c t t o t h e a f f a i r s o f t h e bank i n s t e a d o f t o t he o f f i c e r s . Wh i le we 
do not q u e s t i o n t h e r i g h t o f t h e C o m p t r o l l e r t o address whatever communica-
t i o n s he may see f i t t o t h e board o f d i r e c t o r s , we make t h e comment here 
t h a t , c o n s i d e r i n g t h e h i s t o r y o f t h e r e l a t i o n s h i p o f t h i s bank t o t he Comp-
t r o l l e r ' s o f f i c e , t h e sudden s h i f t f r om d i r e c t communicat ion w i t h t h e 
management t o communicat ion w i t h t h e board o f d i r e c t o r s was unusua l and 
i n sharp c o n t r a s t t o t h e r e g u l a r p r o c e d u r e . Under o r d i n a r y c i r cums tances , 
i t s e f f e c t m igh t have been t o d e s t r o y t h e con f i dence o f t h e board i n t he 
management. A s t a t e w i d e board o f bus iness men have thus been r e p e a t e d l y 
c a l l e d upon t o re -examine t h e i r r e s p o n s i b i l i t i e s under t h e n a t i o n a l bank-
i n g laws under t h i n l y v e i l e d t h r e a t s t h a t t hey would be proceeded a g a i n s t 
p e r s o n a l l y f o r f a i l u r e t o manage t h e bank p r o p e r l y . Such communicat ions 
t o t h e board o f d i r e c t o r s were made on t h e f o l l o w i n g d a t e s : September 13 , 
1938 ( two commun ica t ions ) ; September 23, 1938 ( two communica t ions) ; 
A p r i l 14 , 1939; J u l y 31 , 1939; August 29 , 1939; October 2 , 1939; October 27 , 
1939; and November 15 , 1939. 

As i n d i c a t e d above t h e C o m p t r o l l e r on September 13, 1938, made 
h i s f i r s t t h r e a t o r w a r n i n g t o i nvoke s e c t i o n 30 o f t h e Bank ing Ac t o f 1933 
wh ich p r o v i d e s f o r an i n v e s t i g a t i o n by t h e Board o f Governors o f t he Fed-
e r a l Reserve System. We accepted t h i s c h a l l e n g e and on September 20 , 1938, 
r e q u e s t e d y o u r Board t o se t a da te f o r a h e a r i p g . Subsequent ly t he Comp-
t r o l l e r t h r e a t e n e d i n s e v e r a l communicat ions , namely, September 23 , 1938, 
J u l y 31 , 1939, and October 2 , 1939, t o i nvoke s e c t i o n 30; and we a g a i n on 
J u l y 21 , 1939, August 5 , 1939, November 2 , 1939, and November 8 , 1939, i n d i -
ca ted our w i l l i n g n e s s and d e s i r e t o have t h e q u e s t i o n s r a i s e d by t h e Comp-
t r o l l e r p l a c e d b e f o r e y o u r Board f o r d e t e r m i n a t i o n . H i s l a s t l e t t e r da ted 
December 12 , 1939, t o M r . A . P . G i a n n i n i goes so f a r as t o s t a t e t h a t our 
bank i s g u i l t y o f unsa fe and unsound bank ing p r a c t i c e s and v i o l a t i o n s o f 
lav* as though t h e r e has been an a c t u a l c i t a t i o n t o and d e t e r m i n a t i o n upon 
these q u e s t i o n s by y o u r Board . 

U n f o r t u n a t e l y p e r s o n a l i t i e s have e n t e r e d i n t o t h e s i t u a t i o n , . The 
r e c o r d c l e a r l y shows t h a t t he S e c r e t a r y o f t h e T r e a s u r y , c o n t r a r y t o 
t r a d i t i o n and p r a c t i c e , has p e r s o n a l l y t a k e n over f r om t h e C o m p t r o l l e r o f 
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t he Cur rency t he s u p e r v i s i o n o f our bank ana the unusua l and e x t r a o r d i n a r y 
(and i n some r e s p e c t s u n l a w f u l as a l r e a d y a d j u d i c a t e d ) procedures wh ich 
nave been adopted a re due t o t h i s s i t u a t i o n . We have thus been pu t i n t o 
a c l a s s t o o u r s e l v e s a lone and p u r bank i s no t be ing examined and super -
v i s e d as a re o t h e r n a t i o n a l banks. We have c o n f e r r e d w i t h the C o m p t r o l l e r 
and w i t h persons des igna ted by h im bu t we f e e l t h a t we have r e c e i v e d no 
f a i r and j u s t c o n s i d e r a t i o n o f our p rob lems. S p e c i f i c a l l y we do no t know 
who i s d i r e c t i n g i n d e t a i l t he s u p e r v i s i o n o f our bank. I t has now come 
t o pass , a f t e r n e a r l y s i x t e e n months o f t h i s t r e a t m e n t , t h a t a l l r a t i o n a l 
approach t o the a d m i n i s t r a t i o n o f t he n a t i o n a l bank ing laws i n our case 
seems t o have been l o s t . 

The S e c r e t a r y o f t he T reasu ry i n t he conduct o f h i s p roceed ings 
a g a i n s t our bank, has , w i t h o u t our knowledge o r consen t , seen f i t on more 

! than one occas ion t o d i scuss t he p r i v a t e and c o n f i d e n t i a l a f f a i r s o f our 
bank w i t h o t h e r bankers who were n o t engaged i n the s e r v i c e o f t he U n i t e d 
S t a t e s and who had no r e s p o n s i b i l i t y f o r t he s u p e r v i s i o n o f our bank. The 
mere s ta tement o f t h i s f a c t would seem t o condemn i t as an improper method 
iOf bank s u p e r v i s i o n because i t v i o l a t e s t he fundamenta l p r i n c i p l e t h a t t he 
( a f f a i r s o f a bank shou ld be h e l d i n the s t r i c t e s t con f i dence by the super -

v i s i n g a u t h o r i t i e s . 

The p roceed ings o f t h e S e c u r i t i e s and Exchange Commission a g a i n s t 
Transamer ica C o r p o r a t i o n wh i ch i n v o l v e d a l s o the bank, have supplemented 
T r e a s u r y a c t i o n . The g r e a t amount o f u n l a w f u l p u b l i c a t i o n o f unproven 
charges a g a i n s t ou r bank by t he Commission based upon u n a u t h o r i t a t i v e bu t 
c o n f i d e n t i a l da ta f u r n i s h e d f rom the f i l e s o f t he C o m p t r o l l e r o f t he Cur -
rency t o t he Commission by the S e c r e t a r y o f t he T r e a s u r y , end the v i c i o u s 
methods pursued by t h e Commission i n c o o p e r a t i o n ? / i t h t he S e c r e t a r y t o 
conaemn the bank i n t h e eyes o f t h e p u b l i c on ex p a r t e da ta w i t h o u t a 
h e a r i n g (now a l l a m a t t e r o f c o u r t r e c o r d ) , wou ld have des t royed a bank 
whose good w i l l was l e s s s t r o n g l y en t renched than i s t h e case w i t h our bank. 

The p roceed ings o f t he S e c u r i t i e s and Exchange Commission may be 
regarded as a p a s s i n g phenomenon so f a r as t he bank i s concerned. But 
T r e a s u r y a c t i o n i s con t i nuous and i n t he p r e s e n t s t a t e o f a f f a i r s , t he 
k i n d o f exam ina t i ons w h i c h are be i ng conducted o f our bank under t he d i r e c -
t i o n o f t he S e c r e t a r y a re n o t such as t o r e v e a l i t s t r u e c o n d i t i o n as a 
member bank, and you r Board o f Governors i s no t t h e r e f o r e c o r r e c t l y i n -
formed o f i t s c o n d i t i o n by these e x a m i n a t i o n s . 

M r . A . P . G i a n n i n i , Chairman, and Mr . L . M. G i a n n i n i , P r e s i d e n t , 
came t o Washington and w i t h our c o u n s e l , M r . Char les W. C o l l i n s , c o n f e r r e d 
w i t h t he C o m p t r o l l e r o f t he Cur rency and s e v e r a l T r e a s u r y l awyers on 
November 16 , 17 , and 18 , 1939. We had never f e l t t h a t t h e r e cou ld be any 
s e r i o u s d isagreement between us and t h e C o m p t r o l l e r e s p e c i a l l y a f t e r t he 
bank had accep ted h i s program o f December 15 , 1938, ana had pu t i t i n 
opera t f .on . But w h i l e t h e above ment ioned con fe rences were i n p r o g r e s s , t h e 
C o m p t r o l l e r d i s p a t c h e d a l e t t e r t o ou r board o f d i r e c t o r s demanding t h a t 
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an i t e m o f $9 ,000 ,000 he immed ia te l y charged o f f o r a r e p u b l i c a t i o n o f t he 
l a s t r e p o r t o f c o n d i t i o n be made which would show t h e $9 ,000 ,000 as „a l o s s . 
T h i s was supposed t o be t h e p r i n c i p a l s u b j e c t m a t t e r o f t h e con fe rences . 
I t i n v o l v e d a d i s p u t e between t h e bank and t h e examiner over t h e l a t t e r * s 
a r b i t r a r y v a l u a t i o n o f t h e bank p remises . We had r e c e n t a p p r a i s a l s by t h e 
Amer ican A p p r a i s a l Company o f these p r o p e r t i e s wh ich showed t h a t t h e bank 
was c a r r y i n g them at f i g u r e s below t h e i r a p p r a i s a l v a l u e s and t h e r e f o r e t h a t 
t h e examiner*s f i g u r e s .had no s t a n d i n g . The C o m p t r o l l e r knew we .had t h e 
f i g u r e s o f t hese new a p p r a i s a l s . We c i t e t h i s as an i l l u s t r a t i o n t h e 
s p i r i t i n wh i ch t h e C o m p t r o l l e r e n t e r e d t he con fe rences . 

A t t h e c o n c l u s i o n o f t h e con fe rences , t h e C o m p t r o l l e r announced 
t h a t h i s p o s i t i o n remained unchanged bu t t h a t he would c o n s u l t w i t h t h e o f -
f i c e o f Genera l Counsel f o r t h e T r e a s u r y Department and would g i v e t h e m a t -
t e r s c o n s i d e r a t i o n . On December 12 , 1939* he addressed a l e t t e r t o M r . A . P . 
G i a n n i n i i n wh i ch he made accusa t i ons wh ich we r e g a r d as g r o s s l y de famatory 
and l 4 o e l o u s , and i n wh ich he appears t o g i v e n o t i c e t h a t a f t e r n i n e t y days 
f r o m t h e da te o f t h e l e t t e r , he w i l l p u b l i s h t h e l a s t r e p o r t o f e x a m i n a t i o n 
o f t h e bank , as a u t h o r i s e d by s e c t i o n 5240 o f t h e Rev ised S t a t u t e s . 

Bank o f Amer ica i s by f a r t h e most impo r t an t bank i n t h e T w e l f t h 
F e d e r a l Reserve D i s t r i c t . I t i s t h e f o u r t h l a r g e s t bank i n t h e U n i t e d S t a t e s , 
Under t h e l aw t h e F e d e r a l Reserve Bank i n San F r a n c i s c o i s charged w i t h t h e 
r e s p o n s i b i l i t y o f i n f o r m i n g y o u r Board o f t h e c o n d i t i o n o f any member bank 
i n t h e T w e l f t h D i s t r i c t , i f and when you r Board r e q u e s t s . The s i t u a t i o n se t 
f o r t h i n t h i s l e t t e r c o u l d p o s s i b l y r e s u l t i n a g rave f i n a n c i a l d i s t u r b a n c e 1w h i c h wou ld i n v o l v e t h e e n t i r e D i s t r i c t . I t wou ld seem t h e r e f o r e t h a t you r 
Board has ample o c c a s i o n t o o r d e r t h e F e d e r a l R e s e ^ e Bank o f San F r a n c i s c o 
t o make an e x a m i n a t i o n o f t h e bank f o r y o u r i n f o r m a t i o n . 
t 

Our r e s p o n s i b i l i t i e s i n t h e T w e l f t h D i s t r i c t a re v e r y heavy. I n 
t h e s t a t e o f C a l i f o r n i a a l o n e , our customers and s t o c k h o l d e r s number more 
t h a n 2 ,500 ,000 pe rsons , w e l l over o n e - t h i r d o f t h e p o p u l a t i o n o f t h e s t a t e . 
Our bank ing s e r v i c e s reach d i r e c t l y and i n d i r e c t l y n e a r l y every househo ld 
i n C a l i f o r n i a . No o t h e r member bank has such an e x t e n s i v e and i n t i m a t e con-
t a c t w i t h t h e community w h i c h i t s e r v e s . We ought not t o be l e f t i n a p o s i -
t i o n where cons tan t q u e s t i o n s o f our f i n a n c i a l c o n d i t i o n a re f o s t e r e d by 
t h e T r e a s u r y w h i l e a t t h e same t i m e c o m p l e t e l y i g n o r i n g our w e l l a u t h e n t i -
ca ted answers t o them. We appear t o have reached an impasse. 

We and our own board o f d i r e c t o r s a re e n t i t l e d t o some c o n s i d e r a -
t i o n 

i n t h i s m a t t e r . One o f t h e r e s u l t s o f an i n v e s t i g a t i o n by you r Board 
wou ld be t o g i v e us t h e b e n e f i t o f a n o t h e r p o i n t o f v i e w as t o t h e c o n d i t i o n 
o f t h e bank . 

Fo r t h e reasons se t f o r t h above, we reques t t h a t your Board o f 
Governors upon" i t s own r e s p o n s i b i l i t y under t h e law o r d e r an exam ina t i on o f 
t h e bank and de te rm ine f o r i t s e l f i t s c o n d i t i o n . 

R e s p e c t f u l l y , 

BANS OF AMERICA, NATIONAL TRUST & SAVINGS ASSO-
CIATION 

by Cha r l es W. C o l l i n s (S igned) 
Cha r l es W. C o l l i n s 
Counsel 
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