
Proposed l e t t e r to - (C.E.C. Draft) 

Mr. A. P. Giannini, Chairman, 
Transaraerice Corporation, 
San Francisco, Cal i fornia. 

De:r Mr. Giannini; 

This is i n reply to your l s t t e r received, on August 18, 

1942, in which you indicated your disapproval of ths action of 

tho Board of Governors on July 10, 1942, i n denying the explication for 

ths establishment of branohes at Temple Ci ty and Alhambra by the F i rs t 

Trust ana Savings Bank of Paaadena, which i s controlled by Trans-

america Corporation through the ownership of a majority of ths capital 

stock. 

^ You w i l l reca l l that in January 1942 this bnnk wrote a 

l e t t e r to the Federal Reserve Bank of Sen Francisco stating, among 

other things, that i t had "under consideration the establishment of 

sevsral branch banks", Temple City end Alhambra being mentioned 

speci f ica l ly . This was shortly a f te r Transamerica Corporation ob-

tained control of the bank and the Comptroller of the Currency had 

repeetedly denied the expansion of branch a c t i v i t i e s of important 

national banks in the Transamerice Corporation group. On February 

14, 1942, the Board requested that the bank be advised, before i t 

took any further steps to consummate i t s plans, that. ths Bosrd had 

given cereful consideration to the information submitted end to other 

pertinent information in i t s f i l e s and had reached the conclusion 

that i t should not spprove the establishment of the proposed branches 

on the basis of the information before i t . On February 14, 1942, 

Transamerica Corporation was advised of ths sctlon taken and ths 

reason for such action. 
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Thereafter the F i r s t Trust and Savings Bank of Passdens ap-

parently continued i t s plans and on February 26, 1942, entered into 

a contract to assume de.osits and take over assets of the Temple C i ty 

Nat iona l Bank with a view to operating a branch at that location. On 

Juno 10, 1942, the bank f i l e d a formal application for the establish-

ment of branches at Temple City and Alhambra, On July 10, 1942, the 

Bo&rd declined th is application and requested that the bank end 

Transamerica Corporation bo advised accordingly. 

This action was in accord with the policy outlined in tho 

Board*s l e t t e r to Transamerica Corporation under date of February 14, 

1942, upon which there i s unanimous agreement by the Board, the 

Comptroller of tho Currency, and the Federal Deposit Insurance Corpora-

t ion. The Board reached i t s conclusions because i t was not sat is f ied 

that the management and f inanc ia l pol ic ies of Transamerica Corporation 

have boon i n accord with the intent and purposes which Congress ap-

parently intended should bo carr ied out when I t placed upon the Board 

certa in Important responsibi l i t ies for ths.supervision of bank holding 

company groups. Various pertinent facts end circumstances have boon 

discussed with you on more than one occasion and as fa r back as our 

discussions loading up to tho agreement reached by the Bank of America 

H.T. & S.A. and tho Comptroller of the Currency i n March 1940. Some 

of the more important of these are: 

1 . Tho condition of Transamerica Corporation and 
cer ta in of i t s a f f i l i a t e d banks during and sub-
sequent to the Banking Holiday of 1933* 
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2. The inab i l i ty or unwillingness of the management 
to improve the f inancial condition of the corpo-
rat ion and i t s banks through ths conservation of 
earnings or the issuance of additional stock and 
to eliminate other unsatisfactory conditions and 
the resort to di latory tsct ics in connection 
therewith. 

3* The fa i lu re of ths holding company through i t s 
dividend and expansion policies to maintain I t s e l f 
in a f inancial position to supply adequate capital 
for i t s a f f i l i a t e d inst i tut ions. 

4* The necessity for resorting to the Govertaaent for 
Capital funds and the premature repayment thereof. 

5. Continued expansion through the purchasing of con-
t ro l led banks and other inst i tut ions by means of 
funds advanced by a f f i l i a t e d banks. 

6. Expansion of ths holding company i n various f ie lds 
of a c t i v i t i e s , thus increasing potential risks and 
thinning out capital cushion available to tanks. 

7. Concentrating or increasing de oslt insurance ex-
posure through expansion of operations end without 
adequate increase of capita l through conservation 
of earnings, etc. 

6* Pol icies of the msaagement with respect to compliance 
with lavs or regulations, and the requirements of or 
agreements with supervisory suthorlt lss. 

9* The attempt of the management to evade the require-
ments or restr ict ions of ons supervisory ugency by 
resorting to chartsrs, permits, e t c . , from another 
supervisory agency. 

10. Nature and purposes of snacted and proposed legis-
l a t i o n with respect to bank holding companies* 

Although e conelderable portion of your l e t t e r deals with 

the oondltlon and operations of Bank of Amerlce N.T. & S.A. , i t does 

not seem to Include any facts that would warrant a reversal of the 

position taken by the Board and the other Federal supervisory agencies. 

Vary t ru ly yours, 

Dra f t of 10-13-42 

Chester M o r r i l l , 
Secretary. Digitized for FRASER 
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