
C O P Y 

March 6 , 1940. No. 4 

(FINAL SIGNED DRAFT) 

REQUIREMENTS OF THE COMPTROLLER OF THE CURRENCY 

1 . As soon as p o s s i b l e , and i n any event no t l a t e r t h a n June 30, 1940, 

Bank o f America N a t i o n a l T rus t and Savings A s s o c i a t i o n w i l l add 

030,000,000 o f a d d i t i o n a l c a p i t a l funds by t he issuance o f common 

or p r e f e r r e d s t o c k , o r b o t h , and t he Bank w i l l , p r i o r t o A p r i l 1 , 

1940, app ly f o r the approva l o f the Compt ro l le r o f the Currency t o 

such i n c r e a s e . The Bank w i l l endeavor t o o b t a i n a commitment f rom 

the Recons t ruc t i on Finance Corpo ra t i on t o purchase o r l e n d upon 

p r e f e r r e d s tock i n the amount o f #30,000,000 p r i o r t o A p r i l 1 , 1940, 

and i f p r e f e r r e d s tock i s t o be s o l d , w i l l endeavor t o o b t a i n an 

agreement w i t h t he Compt ro l l e r o f t h e Currency upon the terms o f 

the amendments t o the a r t i c l e s o f a s s o c i a t i o n by A p r i l 1 , 1940. 

2. Immediate ly upon o b t a i n i n g the new c a p i t a l t h e Bank s h a l l se t up 

an u n a l l o c a t e d rese rve o f $6,900,000. 

3 . The Bank s h a l l o b t a i n a d d i t i o n a l s e c u r i t y s a t i s f a c t o r y t o t h e 

Compt ro l le r o f t he Currency t o secure t he c o n t r a c t s o f C a l i f o r n i a 

Lands, I n c . and C a p i t a l Company vd.th t he Bank, and the c o n t r a c t s 

o f C a p i t a l Company w i t h Merchants N a t i o n a l R e a l t y Co rpo ra t i on . 

Such a d d i t i o n a l s e c u r i t y s h a l l be i n an amount equal i n va lue t o 

the d i f f e r e n c e between t he unpaid purchase p r i c e upon such 

con t r ac t s and the va lue o f t he p r o p e r t y the reunder , as such 

va lue appears i n t he schedule conta ined i n the r e p o r t o f exam-
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i n a t i o n begun August 31, 1939. A l l o f such c o n t r a c t s s h a l l be 

e l i m i n a t e d f rom the asse ts o f t he Bank and Merchants N a t i o n a l 

R e a l t y Co rpo ra t i on by December 15, 1943. 

4 . A l l premiums on bonds i n t he Bank*s investment p o r t f o l i o s h a l l 

be amor t i zed ou t o f c u r r e n t earn ings (o the r than bond p r o f i t s ) 

t o m a t u r i t y , or t o c a l l d a t e , i f any, and a m o r t i z a t i o n p r e v i o u s l y 

reserved on bonds so l d a t book va lue o r h ighe r may be r e t u r n e d 

t o t h e und i v i ded p r o f i t s account . Cur ren t bond p r o f i t s s h a l l 

be used t o take care o f c u r r e n t l o sses , and any bond p r o f i t s 

no t so used s h a l l be passed t o a reserve f o r losses o f any 

charac te r u n t i l i n the o p i n i o n o f the Compt ro l l e r o f t h e 

Currency such rese rve i s adequate. However, t h i s r ese rve 

f o r l o s s e s , p l us t he a m o r t i z a t i o n r e s e r v e , need n o t exceed the 

t o t a l premium accoun t . 

5 . The Bank s h a l l , as soon as p o s s i b l e , f u r n i s h t o a committee 

composed o f t h e V ice P r e s i d e n t i n Charge o f Examinat ions o f the 

Federa l Reserve Bank o f San F ranc i sco , o r some o f f i c e r o f t he 

bank des ignated by h im, the Superv i s ing Examiner o f t he Federa l 

Depos i t Insurance Corpo ra t i on f o r the T w e l f t h D i s t r i c t , and 

the Ch ie f N a t i o n a l Bank Examiner f o r t he T w e l f t h Federa l 

Reserve D i s t r i c t , a l l ob ta i nab le records and i n f o r m a t i o n 

w i t h respec t t o t h e a c q u i s i t i o n o f each banking premise c r i t i -

c i s e d i n the r e p o r t o f examinat ion o f August 31, 1939, i n c l u d i n g 

those shown on the bank*s books and i n i t s investment i n 
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Merchants N a t i o n a l R e a l t y Co rpo ra t i on , d a t i n g back t o the t ime 

such premise was acqu i red e i t h e r by t h e bank or any member ( e i t h e r 

bank or company) o f the group p r e s e n t l y or then compr is ing t he 

Transamerica o r g a n i z a t i o n . 

The committee s h a l l cons ider t he f a i r v a l u e o f each premise a t 

t he t ime o f such a c q u i s i t i o n , and the s p e c i a l cond i t i ons wh ich had 

t o be met i n f i x i n g the p r i c e p a i d . From these c o n s i d e r a t i o n s , 

the committee s h a l l determine the amount which s h a l l be used by 

the committee as the es t ima ted cos t amount o f each premise t o 

the bank. The va lue o f each premise s h a l l then be e s t a b l i s h e d 

a t such es t ima ted cost amount, p l u s the amount o f any expend i tu res 

subsequent t o a c q u i s i t i o n found t y t he committee t o have been 

a p p r o p r i a t e l y c a p i t a l i z e d , l ess the a p p r o p r i a t e amount o f depre-

c i a t i o n a t the d e p r e c i a t i o n r a t e a l l owed by t he Bureau o f I n t e r n a l 

Revenue f o r each year o f ownership. The u n a l l o c a t e d reserve 

se t up fcy the bank s h a l l be reduced by the d i f f e r e n c e between 

the p resen t c a r r y i n g va lue o f each such premise and the va lue 

o f such premise as determined by t he committee i n the manner 

hereinabove s t a t e d . The d e c i s i o n o f a m a j o r i t y o f t h e members o f 

the committee s h a l l be b i n d i n g . The remainder o f such r e s e r v e , 

i f any , may be r e t u r n e d t o the und i v i ded p r o f i t s account . A 

p a r t i a l r e lease o f the r e s e r v e , o r a decrease i n the amount o f 

the reserve t o be s e t up , may be made as soon as t h a t procedure 

i s j u s t i f i e d , i n t he o p i n i o n o f t h e commit tee. 
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6 . The aggregate amount o f o b l i g a t i o n s , as d e f i n e d i n S e c t i o n 5200, 

Un i ted S ta tes Revised S t a t u t e s , o f Transamerica Corpora t ion and 

a l l s u b s i d i a r i e s i n wh ich i t owns or c o n t r o l s a m a j o r i t y i n t e r e s t , 

t o t h e bank, w i l l be brought w i t h i n t he l i m i t a t i o n s and except ions 

o f Sec t i on 5200, Un i t ed Sta tes Revised S t a t u t e s , f o r any one 

borrower by J u l y 15, 1942, and t h e r e a f t e r t h e aggregate amount 

o f such o b l i g a t i o n s w i l l n o t be p e r m i t t e d t o exceed such l i m i t a -

t i o n s and excep t i ons . The e x i s t i n g o b l i g a t i o n s o f Transamerica 

or i t s s u b s i d i a r i e s now h e l d by t he bank w i l l be e l i m n a t e d by 

J u l y 15, 1945, and no new loans w i l l be made t o Transamerica o r 

i t s s u b s i d i a r i e s secured fcy the s tock o f s u b s i d i a r i e s o f 

Transamerica. This paragraph s h a l l n o t app l y to- o b l i g a t i o n s o f 

C a p i t a l Company and C a l i f o r n i a Lands, I n c . a r i s i n g ou t o f r e a l 

es ta te sa les c o n t r a c t s , which c o n t r a c t s a r e covered i n numbered 

paragraph (3) h e r e o f . 

The bank may accept Transamerica shares as s e c u r i t y f o r s m a l l loans 

f o r business purposes where the borrower demonstrates a c a p a c i t y 

t o l i q u i d a t e the l oan o therwise than th rough the sale o f such shares* 

No loans f o r s p e c u l a t i v e purposes w i l l be made on the s e c u r i t y o f 

such shares . 

7 . The bank s h a l l e l i m i n a t e the amount o f inves tment i n s t o c k under 

o p t i o n on the bas is o f t he program now i n e f f e c t . 
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8 . The bank s h a l l g i v e v igorous a t t e n t i o n t o t h e e l i m i n a t i o n or 

c o r r e c t i o n o f any r e a l e s t a t e ho ld ings o r r e a l e s t a t e loans 

t h a t may not conform t o s t a t u t o r y requ i rements . 

9 . The bank s h a l l i n i t i a t e steps to a s c e r t a i n whether i t i s e n t i t l e d 

t o recover any p a r t o f t he sums p a i d fcy i t t o Transamerica General 

Corpo ra t i on i n connec t ion w i t h f i d e l i t y l o s s e s , and i f i t i s con-

c luded the bank i s e n t i t l e d t o r e c o v e r , i t s h a l l take steps t o 

recover the same. 

10 . The Board o f D i r e c t o r s o f t h e bank w i l l approve the f o rego ing by 

A p r i l 1 , 1940. 

Th is memorandum i s submi t ted w i t h o u t p r e j u d i c e t o t he r i g h t 
t o r e q u i r e f u l l and complete compliance w i t h the C o m p t r o l l e r ' s 
c r i t i c i s m s and suggest ions , t o r e s o r t t o sanc t ions p rov ided by 
l aw , o r t o con t inue t o l i s t i n r e p o r t s o f examinat ion assets 
t h a t are s u b j e c t t o c r i t i c i s m , u n t i l such c r i t i c i s m s have been 
co r rec ted o r e l i m i n a t e d . Ne i the r t h i s memorandum nor i t s con-
t e n t s s h a l l be used by the bank o r anyone e lse on i t s beha l f 
w i t h o u t the consent o f the Compt ro l le r o f the Currency f o r any 
purpose except f o r i t s i n f o r m a t i o n , un less and u n t i l the p r o -
v i s i o n s hereo f are accepted and compl ied w i t h by t he bank. 

For t h e Federa l Reserve System (s igned) j ^ ' ^ M c K e e 

For the Federa l Deposi t Insurance 
Corpo ra t i on (s igned) Leo T . Crowley 

For t h e Compt ro l le r o f the Currency (s igned) Preston Delano 
E. H. Fo l ey , J r . 
D. W. B e l l 
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