
2-8-40 Con f iden t ia l 

REQUIREMENTS WITH RESPECT TO 
BANK CF AMERICA H.T. k S.A. 

1* Capital* The cap i ta l of the Bank must be increased immediately by not 

less than fr35,000,000,(with the understanding t h a t , without the wr i t ten 

consent of the Comptroller of the Currenoy, there shal l be no reduction 

in the aggregate of i t s oapl ta l stook, surplus and undivided prof i ts 

below a f igure speoified in tho a r t i c les of association. 

2* Disposition of bond p r o f i t s . A l l bond prof i ts must be plaoed in a ro-

se rve^aooc^ 

/6f^remiums^n the bond account, the excess, i f any, to bo retained u n t i l 

the premium account an a l l bonds is eliminated or the Comptroller of the 

Currenoy i s sat is f ied tha t no larger reserve is necessary and the deficiency, 

i f any, to be charged against current earnings. 

Banking premises. A reserve of $6,926,845.36 must be set up against the 

carrying values of banking premises as shown an the Bank's books and in 

the investment in Merchants National Realty Corporat 1 o n A t the end of 

'six months th is reserve shal l be used to reduce the carrying value of 

such banking premises unless in the meantime the Bank shall have furnished) 

to the Comptroller of the Currency evidence sat isfactory to him with re-

spect to tho aotual cost of caoh banking premise and the depreciation 

which has been taken "cnereahi/cost wi th respect t o premises held by the 
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Bank prior to i ts nationalisation shall be the amount at ??hich such 

premise was carried when the Bank received i ts national charter. Upon 

furnishing such evidence within the six months the reserve shall be 

used to reduce the carrying value of banking premises by the amount of 

any depreciation, not previously taken, which should have been taken in 

accordance with established banking practices and by the amount of any 

"'A-rite-ups* ( i . e . any increases in book value not due to actual Increase 

in cost through acquisition of properties or through improvements of a 

permanent nature) and the remainder, i f any, may be returned to the un-

divided profit account. 

4» Real estate concentration. /without relieving California Lands, Inc. or 

Capital Company of their obligations with respect to properties presently 
- • 1 — j 

under contract with them,)a reserve against losses on account of other 

real estate must be set up in the amount of 25 per cent of the existing 

carrying values of a l l "other real estate" of the Bank, whether carried 

on i ts books as suoh or as banking premises or transferred to and now 

held by California Lands, Inc. , Capital Company, and Merchants National 

Realty Corporation. No other real estate hereafter acquired by the 

Bank shall be transferred to the California Lands, Inc. , Capital Company 

or Merchants National Realty Corporation or to any other party under 

similar arrangements, and no real estate shall be disposed of except for 

cash or under bona fide sales contracts with purchasers under conditions 

justifying the expectation that such sales w i l l be f ina l . As soon as 
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possible a f te r tho acquisit ion of any addit ional roa l estate i t shal l 

be plaoed on the Bank's books as "other rea l estate" and shal l be ap-

praised by competent appraisers, and thereafter shal l not be oarried 

i n an amount exceeding suoh appraised value or the book value, which 

ever i s the lower* 

Non-conforming r e a l estate loans and rea l estate acquired or 

oarried i n v io la t ion of section 5137 of the Revised Statutes must r e -

ceive necessary attention* 

5* Large l ines* Orderly reduction i n the indebtedness of Transamerica and 

i t s subsidiary corporations must be continued! the aggregate amount of 

these l ines must be brought wi th in the statutory l im i ta t ion j and the 

indebtedness must be adequately and properly secured i n accordance w i th 

sound banking practices and applicable legal requirements* The concen-

t r a t i o n of credit i n the Bank depending upon the shares of other closely 

re lated banking inst i tu t ions must be discontinued) and, with respect t o 

existing loans depending i n whole or i n part upon suoh shares, there must 

be an orderly reduction and retirement* The aggregate of loans to asso-

ciated and a f f i l i a t e d companies, as determined by the Comptroller of the 

Currenoy, must be brought w i th in the legal l i m i t a t i o n of the Bank's lend-

ing power by July 15, 1942* The stook of any bank i n whioh Transamerica 

i s substantial ly interested securing suoh loans shal l be eliminated by 

July 15, 1946) and no similar pledges shal l be accepted* The Bank must 

not make fur ther extensions of credi t fo r the purpose of purchasing or 

earrying Transamerica stook and i n the future no co l la te ra l value shal l 

be assigned t o suoh stock when pledged to secure other loans* 
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Orderly l iquidat ion of the A . 0 . Stewart l ine m a t be con-

tinued i n aooordanoe with the agreement referred to i n the report of 

examination of August 31, 1959 as having been made by the Bank and 

A* 0 . Stewart and which contemplated the l iquidat ion of #1,000,000 of 

such indebtedness before the end of 1940, i n addition to any l iqu ida-

t i o n from the sale of United States Treasury bonds and other Govern-

ment obligations* 

6* I l l e g a l l y held bank stock* To tho extent that Transamerioa Corporation 

f a i l s to repurchase the National Ci ty stock from tho Bank, i n aooordanoo 

wi th the exist ing option agreement between Transamerioa and the Bank, 

the Bank mast make adequate provision fo r the resurral of such stock wi th-

out prejudioe t o any r ights that i t may have against Transamerioa Corpo-

ra t ion under tho option oontraot* 

7* Losses* Looses set up by tho examiners i n the last report of examination 

not otherwise provided fo r herein must bo charged of f immediately* 
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