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Excerpt from the alnutes of the meeting of the Board of Governors 
of the Federal Reserve System held on September 16. 1938. 

a t 10:00 a.m. 

Mr. Ransom stated that a t the request of the Secretary of the 

Treasury he had attended another meeting a t the Treasury a t 4 o 'clock 

yesterday afternoon at. which there was fur ther discussion of the s i t u -

a t ion r e l a t i n g to the Bank of America Nat ional Trust and Savings Asso-

c i a t i o n , San Francisco, C a l i f o r n i a , and tha t in addi t ion to the persons 

who were a t the meeting on September 15, there were present Messrs. 

Robert E. Healy, member of the Secur i t ies and Exchange Commission, 

Jesse Jones, Chairman of the Reconstruction Finance Corporation, Sam 

H. Husbands, Chief of the Examining Div is ion of the Reconstruction 

Finance Corporation, Daniel W. B e l l , Acting Di rector of the Budget, 

and Tom K. Smith, who the Secretary stated had become attached to the 

s t a f f of the S e c r e t a r y of the Treasury fo r the ti.-ae being as an ad-

v iser i n an emergency s i t u a t i o n . 

The Secretary advised, Mr. Ransom sa id , tha t i n accordance 

with the decision reached on September 15, the Of f i ce of the Comptrol-

l e r of the Currency had sent a telegram to the nat ional bank examiner 

a t Los Angeles demanding t h a t the Bank of America discontinue the pay-

ment o f dividends but tha t the d i rec tors a t t h e i r meeting on September 

15 had declared the usual semi-annual dividend. Mr. Ransom also said 

t h a t the Secretary had stated tha t he was not w i l l i n g to stop a t t h i s 

point but tha t the l e g a l d iv is ion of the Treasury was preparing some 

t h i r t y or f o r t y charges to be presented against cer ta in o f f i c e r s and 
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di rectors i n the bank under section 50 of the Banking Act of 1935. 

I n th is connection, Mr. Ransom said, the Secretary re fe r red to 

information contained i n reports of examination of the Bank of America 

( the l a s t repor t having been del ivered to the Comptroller of the Cur-

rency yesterday by a i r ) r e l a t i n g to the large indebtedness of 34r. A. 0 , 

Stewart , Chairman of the F e d r a l Reserve Bank of San Francisco, and h is 

in te res ts to the Bank of America and h is holdings of stock in Trans-

america Corporation, and tha t the Secretary had expressed veiy vigorous 

object ion to Mr. Stewart 's serving as chairman of the Federal reserve 

bank because of the connection that the reserve bank would have with 

any proceeding under Section 50 of the Banking Act of 1355. 

Mr. Ransom said that he had in ter rupted the Secretary to make 

i t c lear tha t the Federal Reserve Bank of San Francisco would have no 

par t i n a sect ion 50 proceeding against an o f f i c e r or d i rec tor of a na-

t i o n a l bank unless the Board of Governors chose to have i t do so and 

t h a t , there fore , the question o f the s u i t a b i l i t y of Mr. Stewart to 

serve i n h is present posi t ion of chairman of the Federal Reserve Bank 

of San Francisco on an honorarium basis without salary was not re levant 

to the present discussion. Mr. Ransom added tha t Mr. Oliphant had con-

curred i n Mr. Ransom's opinion with respect to the par t of the Federal 

Reserve Bank o f San Francisco i n a section 50 proceeding. 

The Secretary of the Treasury then s ta ted , Mr. Ransom sa id , 

t h a t the Federal Reserve Bank of San Francisco was f i s c a l agent f o r 
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the Treasury, that he did not want a f i s c a l agent with a man l i k e 

Mr. Stewart a t i t s head, and tha t he f e l t the Board should consider 

the s u i t a b i l i t y of Mr. Stewart to occupy h is present posit ion a t 

the Federal reserve bank. Mr. Hansom said he had rep l ied tha t i f 

the Secretary had any matter to lay before the Board i n r e l a t i o n 

to any o f f i c e r of a Federal reserve bank or any Federal reserve 

bank as f i s c a l agent f o r the Treasury the Board would consider i t , 

i n response to which the Secretary said he was doing that now. 

Mr. Ransom added tha t i n connection with a discussion of the 

procedure under section 30 he had again made i t c lear tha t the Board 

f e l t tha t i t could not express any opinion i n advance with respect to 

whether or not act ion should be taken under section 30, what the ac-

t ion should be, or any other opinion on the merits of the charges i n 

advance of the c e r t i f i c a t i o n of the fac ts to the Board. Upon inquiry 

from the Secretary as to whether Mr. Ransom objected to attending meet-

ings a t the Treasury a t the request of the Secretaiy a t * i i c h the ques-

t i o n o f ac t ion to be taken against the Bank of America was discussed, 

Mr. Ransom hmd r e p l i e d t h a t he would be w i l l i n g , j A J t ^ m ^ m ftfnfeTW 

ence deal ing w i th the a f f a i r s of a aeafcer bank but f e l t he could not 
• nimmmrn - - —»m—a&aBfcJwei . mmitnrmnnin y - l "1 *r*"' i i "r—wrn i mw - - — ~ — ^ < n i™ wmwi im m » ' m m m t m m t a m * * * * * * T 
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attend without making c lear what he thought the posit ion o f the Board 

should be regarding i t s functions under section 30. To t h i s the Sec-

re ta ry had rep l i ed that that was sa t is fac tory to him and that he wanted 
* . m ^ . w i c ..••t.-s.,**-.^ ->n<r»»-»,< 

to keep the Board f u l l y advised. 

Mr. Ransom then said he had inquired of Mr. Oliphant as to how 

long i t might take to prepare the t h i r t y or f o r t y charges which i t was 

proposed to present against cer ta in o f f i c e r s and d i rectors of the Bank 

of America and how much time would be involved in a section 30 proceed-

ing , that Mr. Oliphant had admitted that i t would be a matter of months, 

that Mr. Ransom had then stated that since the Treasury f e l t that irnme-

d ia te act ion was necessary to protect the depositors of the nat ional bank 

and the public i n t e r e s t he thought i t necessary to d i r e c t a t ten t ion to 

the time lag involved in a Section 30 procedure, and he raised the ques-

t ion as to whether or not consideration had been given to the fac t tha t 

the Comptroller of the Currency would have the r i g h t to demand correct ion 

of any s i t u a t i o n considered dangerous and, i f correct ion were not made, 

that the Comptroller could then give consideration to the appointment of 

a conservator f o r the bank. 

The Secretary promised, Mr. Ransom said , to furnish the Board 

wi th photostat copies of the sheets of the l a s t report of examination 

of the na t iona l bank which re la ted to the bank's condit ion and to Mr. 

Stewart 's indebtedness. 

A f t e r making the above r e p o r t , Mr. Ransom requested that the 

Board consider vhat i t s posi t ion would be wi th respect to i t s represen-

t a t i v e s at tending meetings at which act ion against the Bank of America 
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i 8 considered. Mr. Bre ibelb is stated t h a t , while i t was impossible to 

say that a contrary view might not be taken and he would prefer to have 

more time in which to consider i t fu r ther because of the p o s s i b i l i t y of 

any decision reached by the Board under section 30 being challenged in 

the courts, he f e l t that aside from i t s respons ib i l i t y to make decisions 

under section 30 of the Banking Act of 1933 the Board had d e f i n i t e super-

v isory r e s p o n s i b i l i t i e s both in r e l a t i o n to the nat ional bank and to 

Transaraerica Corporation as a holding company a f f i l i a t e which could not 

be overlooked and i t dia appear that the Board, in i t s supervisory capac-

i t y , should be represented at the meetings, a t the same time maintaining 

an open mind w i th respect to any matter which might be presented r e l e t -

ing to a proceeding under section 30. Be added that the important th ing 

was f o r the Board, in the event of the i n s t i t u t i o n of proceedings under 

section 30 by the Comptroller of the Currency, to be able to grant a f a i r 

and impar t i a l hearing and to make i t s decision so le ly upon the evidence 

adduced at the hearing. 

A l l o f t h e members of the Board present 
concurred in the opinion that the Board should 
be represented at any fu r ther . ^ j ^ i n j g s ^ a t t h e 
Treasury at which the matter was discussed, 
w i t h the understanding that the JQ0t£O~£SU&: 
t l o n i n r e l a t i o n thereto would be made c l e a r . 

At the suggestion of Mr. Ransom, Mr. Cagle 
was requested to digest the information received 
by the Board by a i r mei l today from the Federal 
Reserve Bank of San Francisco r e l a t i n g to the 
Bank of America, as w e l l es the Information to 
be received from the Treasury, and to be pre-
pared to discuss i t wi th the Board ear ly next 
week. 
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I n c o n n e c t i o n w i t h t h e i ndeb tedness o f Mr . S t e w a r t t o t he Bank 

o f Amer ica and h i s s t o c k h o l d i n g s i n T ransamer ica C o r p o r a t i o n , M r , Ransom 

s t a t e d t h a t c u r r e n t i n f o r m a t i o n w i t h r e s p e c t t h e r e t o wou ld be o b t a i n e d 

f o r c o n s i d e r a t i o n by t he Board a t a l a t e r d a t e . 
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