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FEDERAL RESERVE BANK OF SAN FRANCISCO 

May 8 , 1940* 

M r . J . P . D r e i b e l b i s , 
Assis tant General Counsel, 
Board o f Governors of the Federal P.eserve System, 
Washington, D. C. 

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

Because I f e l t the Cora&ittee appointed t o adjust the car ry ing value 
o f c e r t a i n banking premises c r i t i c i s e d i n the August S I , 1939, report o f ex-
amination o f the Bank of America N# JT* & S* A . , was d r i f t n g away from the 
understanding reached i n Washington, I have again thoroughly gone over what 
might be c a l l e d a h i s t o r y of Paragraph 5 of the Comptro l ler 's Requirements. 

Unless the Committee rev ises i t s present understanding, I f e a r t h a t 
t h e r e w i l l be an unwarranted breach w i th the bank* I n a l l ay iscussions, I 
have avoided i n s t r u c t i n g the Committee and have nade i t c l r a r tha t I was merely 
conveying to i t such knowledge as i t s members would have acquired had they 
Joined i n our d e l i b e r a t i o n s i n Washington* I have made i t c l e a r , however, t h a t 
the Committee should bear i n mind tha t i t would be exceedingly embarrassing t o 
the Comptrol ler i f the Committee should provoke a warranted protest from the 
bank and the Comptrol ler were obl iged t o c a p i t u l a t e i n another so -ca l l ed v i c t o r y 
f o r the bank* Th is i s not intended t o e x c i t e any ulaxm a t t h i s t ime , but merely 
t o keep you informed as t o events i n case we f i n d ourselves once again locked i n 
a controversy. The enclosed memorandum was presented to the Committee a t i t s 
meeting today* 

I t h i n k the t roub le l i e s i n the f a c t tha t the Committee f inds i t hard 
t o e l i m i n a t e from i t s d e l i b e r a t i o n s the present market va lue o f the proper t ies 
c r i t i c i s e d * However, as you w a l l know, premises represented only one phase o f 
the negot ia t ions and, i n t h i s regard, the committee support ing the Comptrol ler 
was more concerned w i th r e h a b i l i t a t i n g the bank's c a p i t a l and prevent ing i t s 
d i s s i p a t i o n by an improper use o f p r o f i t s , and w i th checking c e r t a i n prac t ices 
and abuses i n using the bank's f a c i l i t i e s f o r supporting a l l i e d i n s t i t u t i o n s and 
t h e i r e n t e r p r i s e s , than w i t h w r i t i n g down the bank's premises except to the de-
gree to which they were improperly w r i t t e n up and inadequately depreciated* 

Unless you f i n d something here in which i s inconsis tent w i t h your under-
s tanding, you may forego any acknowledgment* 

Yours very t r u l y , 

(Signed) I r a C l a r k , 
F i r s t V i c e Pres ident * 

P - S . Since d i c t a t i n g the fo rego ing , I have dropped i n to see the Committee, which 
meets here d a i l y , and f i n d t h a t i t has determined t o make two c a l c u l a t i o n s , one 
based on the theory o f i t s own understanding from the Agreement i t s e l f , and t h e 
o ther based on the understanding expressed by me* No conclusion w i l l be reached 
as t o which procedure w i l l be decided upon u n t i l the Committee has compared the 
r e s u l t s * I f e e l t h a t t h i s i s progress* 

(Signed) c iaxk Digitized for FRASER 
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