lesponse to Jeme Presented by the
Comsittee with Segard to Bank of
Americs le To & 5o Ao

Upen acceptance of the following
6§ & progras, and with the express under-
ctmlug that the matters pending before
the Jelete will be dispesed of at the asame
time, the .resident of the bask will recom=
mend to its lJesrd ef Directors that the
Sank

ls Inoreese its capital

480,000,000, to o done within
possible, but in no event later
20, 1940, This will be done by
ance ol common or ruierred stock or
commen snd part yreferred as may be decided
upon by the lank, . teps to this end will
be initiated promptlye asmenduent te the
Bank's articles of asszoelation for this
purposs shall be sgreed upon by the Hank
and the Committee, and also by the Reiele
if any part of the funds are to be made

rilable through the HeieCe elther by way
ws purchase of aay suoh stuvek or by making
loens on the scourity thereof,

2, Immedimtely upem obtaining the new
oapital, set up an unallocated roserve of
48,000,000,

8¢ /imortise bond premiums in accord-
ance with statutery provisiens and regula-
tions of the Comptrollier applicadle to all
satioual bankse
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Ceements upon “enk's esponse to
Comptroller's iToposed ‘equire-
ments.

leUffer of capital incresse, olther com=
mon or preferred, im the total amount of
$30,000,000 capital funds. Anount seems in~
adoquate in consideration of emtire program
offered.

ia) Would suggest preferred stook

for eny inorease in ocapital, whether seold
to shareholders, the public, or the lovern=
ment, because (1) 4t should be chesper
capital and would previde mere cushiem
from earnings for other correetions, and
(2) the sale of preferred stock would oreate
less problem with respect to representations
than would the sale of commom stosk, and (3)
proferred stook earriss with it certain
rights or privileges of retirmment and oon~
version whioh are to the adwantage of the
managenént and the oommon stoskholders,

2+ Interpose no objsction to unalliocated
reserve of (6,000,000 for a correction of
write~ups and inadeguate deprecliation s -
determined by a eomplote survey and analysis
of the banking premises, including future
and former premises, with the undcerstanding
that in case the facts as -
veloped indicate thet 6,000,000 is i-.—to.
the deficiency will have to be met out of
current earnings. >

3¢ lo cament if it is understocd that
amortisation aprlies to sntire portfeolic.
In eddition cne=half of net bond . rofits to
be set sside as adiiticnal reserves to
aceslerate the eliminetion of the prenium
acoount uitil such reserve is adeguate as
determined by the Comptroller's office.



4o VYurnish to tie Comptroller com=
pleote informstion with respect to the
sotual ¢ost to it of each banking premise,

’
L ]
L
L
S¢ Charge off all items elassified °*

az loss in the last report of emmmination '
not otherwize disoussed herein whiek have !
net heretofore been charged off, (For your'
information, this has already been done,) '
. L ]

e insist that California Lands mnd

Ve ital Ces furnish property te addition- !
ally secure their contractse 3Swsh preper- '
ty will be in sn amount equal to the dif-
ference between the unpaid purchase ;price !
under the contracts and the waluation of !
the property thereunder az sush wvaluation !
aprears in the sohedule ocontained in the '
report of exami-mtion begum August 31,1938,°
(For your information, sales of real estate'
to- California iands and Capital Co, under *
T utract were discontinued as of Jume 1,
~+38e) ’
L

7e ventinue to treat real estate cure'
rently ssquired by foreclosure or in satis~!
faction of debt as Cther Aeal istate and !
carry the same at ¢ost or aypralsed value, '
whichever is lower,

8e Elimimate the smount of investment
in stock under option on the basis of the
progream now in offeot, the samual redustien
anounting So §543,360,

§e deguire continumtion of the pro=
gram of liquidation now in effect with re-
gard to the commitments of Trensanerica and
its subsidiaries,

10, “liminate, within a resasonable
peried, any loans carried in execess of
legal lisnite if any such exist. (It is the
Hank's qumupomtxmum
legal limits,)

1ls Give vigerous attemtiom %o any
1l estate holdiangs or real estate losns
voat may not ccnform to statutory requires

...."-C.-.O‘-..‘.....
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de Go0 loe 24

Se¢ Ko cosment,

¢ (ropeosed additional collateral con=
sisting of free assets of these companies
should be in an amcunt equal im wvalue to at
least 265 of the umpuld balance of thelir
respestive coutracts with the bank,

7« Hio cmment, provided "costa™ are
defined and understood by committes, Frefer
"book wvalue of loamn” to “cost”,

8¢ Ko comment,

9¢ Vie still reccmmend the treatment of
large lines I substantially as suggested
in the Cemptroller's eriginal requirements,
with proper safeguarding langusge.

10, o comsent,

11, o commemt,



12, Initiate steps tc ascertaln
whether the Bank is satitled to recover
suy part of Transaserioa General Corpors-
tiea's reserve for fidelity losses and to
recover any part thereof to whioh the Bank
mnay be entitled,

12, o comment,

The foregoing response is pre~ - The bank's respcuse, to which the
sented as an expression of the Sank's sine ' foregeing cemments have been directed, does
cere desire to coccperate construdtizely in ' mnot cover the following peints, which
arriving at an understanding. It shall not' should de included:

be deemed or construed ae admitting any ' le The bank should take immediate
statement or implication in the Committee's' steps through Verchants iatiocuel lealty
memo Or assenting to anything thereisz ex= ' Company to obtain the pledge by Capital Co.
oept as herein expressed, or as admitting ' of cellatoral equal in walue %o at least
that there is any legal reguirement or faoc=' 261 of the smount of the centracts between
tusl necessity for auy change sugzested ' 1% and the lealty Cempany. To cover any
therein or herein, Thismeme is not tc be ' deflclency in additional collateral, the
used for any other purpose or by any other ' bank shall set up a reserve from its undivie
azensy. ' ded profits in an egquivalent smount,

¢ 2. Uther real estate carried as ﬁ
' en the

' et up an additienal reserve from undivided
' profits equivalent to 25/ of the earrying
' value of such other real esstate,
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