
C O P Y 

FEDERAL RESERVE BANK OF SAN FRANCISCO 

A p r i l 20, 1940 

Mr . J . P. D r e i b e l b i s , 
A s s i s t a n t General Counsel, 
BoarS o f Governors o f t h e Federa l Reserve System, 
Washington, D. C„ 

Dear.,Mr. D r e i b e l b i s : 

I t was k i nd o f you t o send me your memorandum of A p r i l 18, 
r e l a t i v e to your meet ing w i t h Messrs. Mul roney, F o l g e r , and W r i g h t . 

I have taken grea t pa ins t o g ive the Cormrlittee a l l the 
h i s t o r i c a l background o f t h e p r o v i s i o n s o f t h e agreement r e l a t i v e t o 
bank premises, so t h a t no f a l s e s t a r t 3 wou ld be made. We have p re -
pared and s u p p l i e d t o t h e Committee exhaus t i ve bank premise r e c o r d s 
f rom the examinat ion r e p o r t s o f a l l member banks wh ich have passed 
i n t o t h e Transamerica system whose bank ing premises were c r i t i c i s e d 
i n t h e August 31, 1939, examinat ion r e p o r t . I n a d d i t i o n t o t h a t , t h e 
Bank o f America has s u p p l i e d the Committee w i t h p r a c t i c a l l y a l l the 
i n f o r m a t i o n a v a i l a b l e t o i t on s i l l the banking premises c r i t i c i s e d i n 
the examina t ion r e p o r t . 

About two weeks ago, we f e l t t h a t t h e Committee was ready t o 
meet w i t h t h e Bank to d i scuss s p e c i f i c cases. Chie f Wr i gh t , however, 
d e s i r e d t o a b s t r a c t i n f o r m a t i o n f rom the records o f t h e examinat ion r e p o r t s 
o f the rema in ing member banks taken i n t o t h e Transamerica system, the bank-
ing premises o f wh ich were no t the sub jec t o f c r i t i c i s m i n the August 31, 
1939, examinat ion r e p o r t . Whi le I d i d not f e e l t h a t t h i s was p e r t i n e n t 
t o the r e s p o n s i b i l i t i e s o f the Committee, i t seemed d e s i r a b l e t o me t o 
g i ve no appearance o f o b s t r u c t i n g any i n v e s t i g a t i o n o f t h e Chief N a t i o n a l 
Bank Examiner 's o f f i c e , so Mr . West and I accepted t h e s i t u a t i o n as one 
wh ich would cause no harm o ther t h a n a s l i g h t d e l a y i n proceeding w i t h 
the program. 

On seve ra l occasions r e c e n t l y I a t tempted t o communicate w i t h 
Mr . W r i g h t , but was in formed t h a t he v/as out o f town and would not be 
back f o r s e v e r a l days . There seemed t o be some mystery concern ing h i s 
whereabouts. I l e a r n e d , however, f r o m Mr . Day, who te lephoned t o me on 
o t h e r m a t t e r s f rom Chicago, t h a t he had encountered Jdr. Wr ight and an -
o t h e r examiner on the t r a i n w h i l e t r a v e l l i n g f r om Los Angeles t o Chicago. 
Mr- Day a l so t o l d me t h a t Mr . Wr igh t appeared t o have some views i n r e -
gard t o t h e r e s p o n s i b i l i t i e s o f the Committee w h i c h were no t i n accordance 
w i t h the t e r m s o f t h e agreement. 

S ince r e c e i v i n g t h i s i n f o r m a t i o n , I have t a k e n t he pa ins aga in 
t o go over w i t h t h e two rema in ing members o f the Committee the l e g i s l a t i v e 
h i s t o r y , i f you p lease , o f t h a t phase o f t h e agreement, and t o s t r e s s t h e 
f a c t t h a t the Committee must no t d e v i a t e f r o m t h e i n s t r u c t i o n s l a i d down, 
r e g a r d l e s s o f what may be thought t o be a b e t t e r way o f d e a l i n g w i t h t he 
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Bank 's p remises . I am g lad you had t h e o p p o r t u n i t y independent ly t o 
g i v e Mr , Wr ight your v e r s i o n , which co inc i des w i t h what I would have t o l d 
h im had he come t o me aga in and, i n f a c t , w i t h what I had a l ready s t a t e d 
i n f u l l . The case o f t h e R o l l i n s p rope r t y was f u l l y gone i n t o on t h e 
occas ion c£ our f i r s t mee t ing , and was aga in d iscussed i n a second meet-
i n g o f t h e Committee, a t wh ich both M r . G i a n n i n i and Mr . Smith were 
p resen t . T t h i n k M r . W r i g h t ' s v i s i t t o Washington w i l l be const m o t i v e 
i n c l e a r i n g away any doubts he may have had , and t h e r e should be no f u r -
t h e r delay i n comple t ing t h e work o f t he Committee. 

I was i n t e r e s t e d t o l e a r n o f t h e Bank's d i f f i c u l t y i n supp ly -
i n g accep tab le c o l l a t e r a l t o suppor t t h e C a p i t a l and C a l i f o r n i a Lands 
c o n t r a c t s . You may remember my i n s i s t e n c e t h a t t he r e p r e s e n t a t i v e s o f 
t h e Bank were exaggera t ing t he f i n a n c i a l c o n d i t i o n o f bo th those companies. 

I t i s my unders tand ing t h a t Ladenburg Thalmann & Company, New 
Y o r k , O t i s & Company, C leve land , and John J . Bergen & Company, L t d . , New 
Y o r k , a re j o i n i n g i n u n d e r w r i t i n g 300,000 shares . The remain ing 500,000 
presumably w i l l be taken by t h e Transamerica Corpo ra t i on th rough t h e 
l e n d i n g f a c i l i t i e s o f t he Recons t ruc t i on F inance C o r p o r a t i o n . Mr . Lake , 
r e p r e s e n t i n g Ladenburg Thalmann, t o l d me Wednesday evening t h a t t he shares 
are t o be so l d i n sma l l u n i t s , no t t o exceed 1,000 ($50 ,000 ) , t o any one 
i n d i v i d u a l o r i n t e r e s t w i t h o u t t h e approva l o f t h e Bank. The p r e f e r r e d 
s tock w i l l have v o t i n g power, which i s doubled i n t h e event o f a 99-day 
d e f a u l t i n d i v i dends amount ing t o $2; i n o t h e r words , 15 months* de l i nquency . 

Yours very t r u l y , 

(Signed) I r a C l e r k , 
F i r s t V i c e P r e s i d e n t . 
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