
D R A F T 

Dear A. P . : 

On August 18th, j us t as I was leav ing f o r my vacat ion , I 
received your undated l e t t e r i n which you ind ica ted yo >r strong 
d isapproval o f the B o a r d s a c t i o n i n dec l i n i ng to grant the app l i ca -
t i o n of F i r s t Trus t and Savings Bank o f Pasadena f o r permission to 
es tab l i sh branches at Temple C i t y and Alhambra, C a l i f o r n i a , and re -
quested i n fo rma t ion as to the reason f o r such ac t i on . 

The a c t i o n of the Board, and o f the other two Federal 
superv isory agencies, i s not intended i n any manner as a reaching 
out to usurp the l e g i s l a t i v e p re roga t i ves , a3 you suggest, but was 
the exerc ise of ah admin i s t ra t i ve f u n c t i o n which the Board and the 
other agencies, a f t e r ca re fu l thought , deemed to be necessary i n 
the pub l i c I n t e r e s t , i n view o f c e r t a i n management p o l i c i e s and 
p rac t i ces o f Transamerica Corporat ion and Bank of America N.T. & S.A. 

I n the adm in i s t r a t i on o f i t s r e s p o n s i b i l i t i e s , the Board 
has always attempted to be f a i r and i m p a r t i a l w i th respect to a l l 
banks and o ther i n s t i t u t i o n s w i t h which i t deals. To t h i s end both 
Governor UcKee ana I have on more than one occasion c l e a r l y explained 
to you the unfor tunate consequences which could b e f a l l tne pub l i c as 
a r e s u l t of too rap id expansion o f banks or bank groups. On more 
tnan one occasion we have ind i ca ted the unnecessary increase i n 
deposi t insurance exposure through the absorpt ion of e x i s t i n g banks 
or the establ ishment o f de novo branches by Bank of Arrerica wi thout 
a corresponding increase i n the c a p i t a l s t r uc tu re of the bank. The 
same p r i n c i p l e app l ies to the f u r t h e r expansion of 'Transamerica 
Corporat ion i n the banking f i e l d . Ne i ther I i n d i v i d u a l l y nor the 
Board as a whole can share your f e e l i n g s t ha t Bank of America has 
not needed a d d i t i o n a l c a p i t a l . I t was c lea r to us at the t ime re -
f e r r e d to i n your l e t t e r t ha t the management o f Transamerica Corpora-
t i o n was not w i l l i n g to take the necessary steps to e f f e c t obv ious ly 
necessary co r rec t i ons . I t was equal ly c lea r t ha t Transamerica Cor-
po ra t i on was not i n f i n a n c i a l cond i t i on to render the necessary 
assis tance to Bank o f America. A f t e r prolonged e f f o r t s to induce 
the management to e f f e c t co r rec t i ons , the Federal supervisory agencies 
f i n a l l y were able to get the Bank o f America and Transamerica Cor-
po ra t i on represen ta t i ves to agree to a program of improvement over 
a pe r iod o f years . Spreading t h i s program over a per iod o f years 
was accepted by the superv isory a u t h o r i t i e s because i t was obvious 
tha t the e l im ina t i ons and o ther co r rec t i ons would not o r could not 
be made i n t h e i r e n t i r e t y at the t ime. 
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The record c l e a r l y i n d i c a t e s t h a t many of the u n s a t i s f a c -
t o r y assets and o the r s i t u a t i o n s i n the Bank of America case r e -
s u l t e d f rom the p o l i c i e s and p r a c t i c e s o f the management du r ing i t s 
r a p i d expansion program. Since the beg inn ing o f our nego t i a t i ons 
w i t h respect t o the c o r r e c t i o n s i n the Bank o f America case i t has 
been our v iew t h a t the superv isory agencies would be remiss i n the 
d ischarge o f t h e i r r e s p o n s i b i l i t i e s i f they pe rm i t ted the cont inued 
expansion o f the Transamerica group w i t hou t the Corpora t ion being 
i n p o s i t i o n t o render whatever a i d might be necessary to any o f 
i t s i n s t i t u t i o n s i n t imes of depression as was experienced by Bank 
o f America f o r a number o f years subsequent t o 1931* 

P r i o r t o A p r i l 1941» &s you know, the Compt ro l le r o f the 
Currency had p laced r e s t r i c t i o n s upon f u r t n e r expansion o f branch 
banking a c t i v i t i e s o f n a t i o n a l banks i n the Transamerica group. 
I n the l a t t e r p a r t o f A p r i l 1941. we were advised o f the arrange-
ments whereby Temple C i t y N a t i o n a l Ban*, Temple C i t y , C a l i f o r n i a , 
was to be changed i n t o a S ta te bank w i t h membership i n the Federa l 
Reserve System and thereupon the s tock o f the Sta te bank would be 
acqu i red by Transamerica Corpora t ion , F e e l i n g t h a t t h i s was a p l an 
whereby Transamerica Corpora t ion could avo id the r e s t r i c t i o n s o f 
the Compt ro l le r o f the Currency upon f u r t h e r expansion o f branch 
banking a c t i v i t i e s o f n a t i o n a l banks i n the Transamerica Corpora t ion 
group, the Board dec l i ned to approve membership o f the proposed 
S ta te barns: a t Temple C i t y . 

I t was understood a t the t ime t h i s membership a p p l i c a -
t i o n v;as considered t h a t Transamerica Corpo ra t i on o*ned but very 
l i t t l e i f any o f the stock o f the Temple C i t y N a t i o n a l Bank but had 
made a commitment t o purchase s u b s t a n t i a l l y a l l o f the s tock o f the 
proposed S ta te bank cond i t i oned upon i t s f i r s t o b t a i n i n g membership 
i n t he Federa l Reserve System. I t appears f rom our f i l e s t h a t by 
the t ime i t was decided t h a t the o r g a n i z a t i o n o f t he Sta te bank and 
i t s membership i n the System would not be completed, Transamerica 
Co rpo ra t i on had^acquired p r a c t i c a l l y a l l o f t h e stock o f the na-
t i o n a l bank. 

I n t h i s connect ion, you may r e c a l l t ha t Mar io (?) was i n 
Washington and had a conference w i t h Governor HcKee and me on June 13, 
1941* A t t h i s conference and i n o ther d iscuss ions w i t h representa-
t i v e s o f Transamerica Corpora t ion and Bank o f America N.T. & S . A . , the 
Board1s o p p o s i t i o n i n the c i rcumstances to f u r t h e r expansion by 
Transamerica C o r p o r a t i o n o r Bank o f America i n t e r e s t s was c l e a r l y 
and d e f i n i t e l y made known and we understood t h a t the p lans to take 
over the Temple C i t y N a t i o n a l Bank would be abandoned. On June 14, 
1941, the Los Angeles Branch o f t h s Federa l Reserve Bank o f San 
Franc isco was adv ised by w i r e f rom Chicago by the a t t o r n e y f o r Temple 
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C i t y Na t iona l Bank (who was apparent ly en route to Los Angeles) 
t ha t the stockholders desired to abandon the p lan o f conversion to 
a S ta te bank and wished to continue the i n s t i t u t i o n as a na t i ona l 
banking assoc ia t ion . We also understooc t ha t o ther expansion 
a c t i v i t i e s of Transamerica Corporat ion would be terminated. 

Ear ly i n the f a l l o f 1941 a movement was begun to o r -
ganize the Peoples Bank of Lakewooa V i l l a g e , C a l i f o r n i a , and ob ta in 
membership f o r t ha t bank i n the Federal Reserve System, The o r -
ganizers were repor ted to have intended o r i g i n a l l y tha t the bank be 
organized w i t n a c a p i t a l s t r uc tu re o f 1375»000 and a number o f 
branches*-fctft t h i s p lan f o r branches ras abandoned a t l eas t tem-
p o r a r i l y and the c a p i t a l was reduced to $125,000, I t i s understood 
tha t the l o c a t i o n o f t h i s bank or a t l eas t some of the-proposed branches 
was a t or c lose to proposed l oca t i ons f o r branches of Bank o f America, 
app l i ca t i ons f o r which had p rev ious ly been dec l ined by the Comptro l ler 
o f the Currency, 

Upon i n v e s t i g a t i o n o f the a p p l i c a t i o n f o r membership, i t 
was found tha t ' Transamerica Corporat ion or Bank of America was 
i n t e r e s t e d d i r e c t l y or i n d i r e c t l y i n several respects i n the o r -
gan i za t i on of the Peoples Bunk o f Lakewood V i l l a g e . Accord ing ly , 
the a p p l i c a t i o n f o r membership of t h i s bank was defer red u n t i l such 
t ime as arrangements could be made to e l im ina te such i n t e r e s t . The 
bank was f i n a l l y admit ted to membership, w i thout branches, on 
May 15, 1942, w i t h assurances tha t i t was an independently owned 
i n s t i t u t i o n . 

I t appears from our f i l e s tha t i n the l a t t e r h a l f o f 
June 1941 Transamerica Corporat ion attempted to ob ta in con t ro l o f 
F i r s t T rus t and Savings Bank o f Pasadena. I n November 1941 the 
Corporat ion again negot ia ted f o r c o n t r o l o f t h i s t r u s t company. 
We were advised tha t by tho end o f November 1941 Transamerica Corpo-
r a t i o n had acquired 10,941 shares o f the common stock o f F i r s t T rus t 
and Savings Bank o f Pasadena which, together w i t h shares p rev ious l y 
owned by the Corpora t ion , made a t o t a l o f 14,838 ot 54*96 per cent 
o f the 27,000 shares o f the outs tanding common stock o f the Pasadena 
bank. On February 5, 1942, Transamerica Corporat ion purchased ad-
d i t i o n a l common ehares. On t h i s same day the bank's p re fe r red stock 
was r e t i r e d , l eav ing Transamerica owning more than 64 per cent o f 
the outs tanding shares o f the t r u s t company. 

tJhder date o f January 1$, 1942, F i r s t T rus t and Savings^ 
Bank o f Pasadena wrote to the Federal Reserve Bank of San Francisco 
o u t l i n i n g i t s plans f o r the e l i m i n a t i o n o f i t s remaining p re fe r red 
stock and ths increase o f i t s common stock to be accomplishsd on 
February 5» 1942, and for t h e establ ishment of a d d i t i o n a l branchss 
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i n Temple C i t y (by acqu i r ing the assets o f the Temple C i t y Nat iona l 
Bank) and i n Alhambra. A f t e r haying received a copy of t h i s l e t t e r 
forwarded from the Federal Reserve Bank, the Board under date of 
February 14, 1942, v<rote the Federal Reserve Bank as f o l l ows : 

"The Board has g iven c a r e f u l cons iderat ion to 
the i n fo rma t ion submitted and to other pe r t i nen t 
i n fo rma t ion i n i t s f i l e s and has reached the con-
c lus ion tha t i t should not approve the establishment 
of the proposed branches on the bas is o f tfte i n f o r -
mation now before i t . Please advise F i r s t Trust and 
Savings Bank o f Pasadena o f the Board*s views before 
i t takes any f u r t h e r steps to consummate i t s p lans , " 

I n view o f the ev iden t l y continued expansion a c t i v i t i e s 
o f Transamerica Corporat ion despi te the Board's views i n the matter 
of which representa t ives o f the Corporat ion had prev ious ly been 
f u l l y advised, the Board under the same date advised Transamerica 
Corporat ion o f i t s ac t i on and also added the f o l l o w i n g : 

"The Board gave c a r e f u l cons idera t ion to the 
i n fo rma t ion submitted and to other pe r t i nen t i n f o r -
mation i n i t s f i l e s and retched the conclusion tha t 
i t snould not approve the establ ishment of the pro-
posed branches on the basis of the in fo rmat ion now 
before i t . The Federal Reserve Bank o f San Francisco 
was requested to advise the member bank accord ing ly . 

"Should your Corporat ion have any plans f o r the 
f u r t h e r expansion o f i t s i n t e r e s t s i n banks, e i t h e r 
d i r e c t l y or i n d i r e c t l y , through the mechanism of ex-
tending loans to others f o r the purpose o f acqu i r ing 
bank s tock , or i n any o ther manner, you are requested 
to advise the Board through the Federal Reserve Bank 
o f San Francisco before any such plans are consummated. 

"Tne Board's p o s i t i o n i n t h i s mat ter i s i n accord 
w i t h ths p o l i c y , upon which there i s unanimous agree-
ment by the Board, the Comptro l ler o f the Currency, 
and the Federal Deposit Insurance Corporat ion, tha t 

!
the Federa l bank superv isory agencies should, under 
e x i s t i n g c l rc imstances, dec l ine permission f o r the 
a c q u i s i t i o n d i r e c t l y or i n d i r e c t l y o f any a d d i t i o n a l 
banking o f f i c e s or any subs tan t i a l i n t e r e s t t h e r e i n by 
Transamerica Corpora t ion , Bank o f America N .T . & S . A . , 
o r any o ther u n i t o f the Transamerica group. 
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"Please see t h a t a l l persons i n the Transamerica 
group who may be concerned w i t h t h i s p o l i c y are advised 
a c c o r d i n g l y . • 

F i r s t T rus t and Savings Bank of Pasaaena apparent ly con-
t i n u e d i t s p lans and on February 28, 1942, entered i n t o a con t rac t 
t o assume depos i ts and take over assets o f the Temple C i t y N a t i o n a l 
Bank w i t h tne v iew to opera t ing a branch a t t ha t l o c a t i o n . 

I n t b e i r l e t t e r o f June 11, 1942, a t to rneys f o r F i r s t 
T r u s t and Savings Bank of Pasadena t r a n s m i t t e d the fo rma l a p p l i c a -
t i o n o f the bank f o r branches to be l oca ted i n Temple C i t y and 
Alhambra. The Reserve Bank forwarded t h i s a p p l i c a t i o n , toge ther 
w i t h adv ice t h a t the Super intendent o f Banks o f C a l i f o r n i a had au-
t h o r i z e d the bank tocpen branches a t the above l o c a t i o n s . The 
Board a lso rece ived a copy o f a l e t t e r to the Reserve Bank i n which 
the Super intendent of Banks urged the g r a n t i n g o f the a p p l i c a t i o n 
f o r the two branches named and urged a depar ture f rom the p o s i t i o n 
taken by the tn ree Federal superv isory a u t h o r i t i e s aga ins t f u r t h e r 
expansion by Transamerica Corpo ra t i on o r any o f i t s a f f i l i a t e d 
c o r p o r a t i o n s . On J u l y 2, 1942, Mr . W i l l i a m J. Murphy, Ch ie f Deputy 
o f the Super in tendent o f Banks o f C a l i f o r n i a , v i s i t e d the Board 's 
o f f i c e s and con fe r red on t h i s s i t u a t i o n w i t h Mr . Leo T . Crowley, 
Chairman o f the FDIC, and c e r t a i n members o f the Board and i t s s t a f f . 

A f t e r aga in g i v i n g f u l l cons i de ra t i on to the f a c t s and 
c i rcumstances presented, the Board dec l i ned the a p p l i c a t i o n on 
J u l y 10, 1942, ana requested the Federa l Reserve Bank o f San Fran-
c i sco to n o t i f y F i r s t T rus t and Savings Bank, Transamerica Co rpo ra t i on , 
and the Super in tendent o f Banks. 

I n connect ion w i t h your suggest ion t h a t the Board 's a c t i o n 
i s i n j u r i o u s to m i n o r i t y s tockho lders i n Dan^s i n which Transaner ica 
C o r p o r a t i o n ho lds an i n t e r e s t , i t should be noted t h a t we have had 
no i n f o r m a t i o n o r i n d i c a t i o n t h a t t h e s tockho lders o f F i r s t T r u s t 
and Savings Bank o f Pasadena des i red to e s t a b l i s h branches i n Temple 
C i t y or Alhambra p r i o r t o the t ime the bank came under the c o n t r o l 
o f Transamerica Co rpo ra t i on , nor have we had any f a c t s i n d i c a t i n g 
t h a t the o the r s tockho lders now d e s i r e t h a t the bank be pe rm i t ted 
t o e s t a b l i s n branches a t these l o c a t i o n s . I t has been our under-
s tand ing t h a t be fo re Transamerica Co rpo ra t i on acqu i red c o n t r o l o f 
F i r s t T r u s t and Savings Bank o f Pasadena, the establ ishment o f 
brananhes a t o r near these p laces was des i red by Bank o f America 
bu t t h a t the Compt ro l le r o f the Currency d i d not approve them. A l -
though we have made i n q u i r i e s , we have rece ived no i n f o r m a t i o n t ha t 
the need f o r a d d i t i o n a l banking f a c i l i t i e s i n these communities i s 
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such as to cause any other bank outs ide of Transamerica con t ro l 
to seek to e s t a b l i s h o f f i c e s i n these l oca t i ons . 

I n t h i s case as i n other cases i t has been the p o l i c y 
of the Board to g i ve f u l l cons idera t ion to a l l the f a c t s and c i r -
cumstances and to attempt to reach decis ions which i t considers 
to be i n The best i n t e r e s t s o f the p u b l i c . I am c e r t a i n tha t you 
w i l l agree with me tha t tho pr imary duty c f a pub l i c supervisory 
body i s to act i n the best i n t e r e s t o f the general pub l i c ra the r 
than to favor any p a r t i c u l a r person or coTnrr u n i t y a t the expense 
o f the general pub l i c * As p rev ious ly i nd i ca ted , the conclusions 
reached by the Board i l l the above case have been f u l l y concurred 
i n by the FLIC- and by tho Comptro l ler of the Currency. You w i l l 
understand, of course, tha t i n e l l the circumstances i t has not 
bean poss ib le f o r the Board to consider the app l i ca t i ons of F i r s t 
Trus t and Savings Bank as i f i t were ar, independent buna but t i ie 
Board must consider such app l i ca t i ons i n the l i g h t of the responsi -
b i l i t i e s p lacet upon i t by tne bank ho ld ing company ac t , i n a d d i t i o n 
to those placed upon i t by the provisions of the Federal Reserve 
Act r e l a t i n g to membership i n the Federal Reserve System. 

For your i n fo rma t ion there i s enclosed a copy of e l e t t e r 
dated August 17, 1942, which we hnve received from the F i r s t Trus t 
and Savings Bank o f Pasauena, together w i t h a copy of tbe Bourd 's 
r e p l y . 

I have been g lad to rev iew f u l l y the Board fs p o s i t i o n 
i n t h i s mat ter pursuant to the request contained i n your l e t t e r , 
and when you are i n Washington other members o f the Board and I 
w i l l be g laa to d iscuss i t w i t h you f u r t h e r i f you so des i re . 

Very t r u l y yours, 

Mar r iner 5 . Socles, 
Chairman, 

Enclosures 

CEC/ 
BKW/ag 
S/29/42 
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