Mey 8, 1940,

MEMORAN UM FOR COMMITTEE (Copies delivered to lr., Wright, Mr, Funstem, and

Mr. West)

SUBJECT: Requirements of the Comptroller of the Currency -
Bank of America National Trust & Savings Assn, -~
In Relation to Carrying Value of Bank Premises,

In the discussioms in regard to the policies followed by the
bank in dealing with its banking premises, the following charges had beem
made by the examiners:

In the course of arguing the merits of this e¢laim, it became
obvious that many elements had to be considered in determining the actual
price paid for banking premises, It was agreed, however, that a write-up,
was justified whenever it could be showm that: :

l. The purchase price of the shares of the selling bank were increased
by the difference between the amount at which the premises were car-
ried on the books of the seller, and the amount agreed upon by
specific negotiations as being the fair value of the premises,

2, The premises were carred on the books of the seller at a pominal
amount, obviously far below the fair value,

5. The premises were carried on the books of the seller below their
fair value because of extraordinary unearned increment.

It was agreed that the Comuittee should determine a fair value
for the land and require the prescribed depreciation on the mprov-utl.‘

Charge C

Ihat in acauiring certain sites for FUTURE premises (since improved apd
scoupied) . the full purchase nrice. dncludins the coat of demolishing the
old_stxucture, was included snd carried as the value of the land.

It was agreed that the price paid for the land and premises, in-
cluding the cost of demolishing, was to be considered the price paid for the
land,

Notke: This does not apply $o cases in which the bank demolished banking
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an instance, the Committee should determine what would be con-
sidered a fair value for the land on which to superimpose the
cost of constructipg the new builiing.

It was agreed that the Commuittee determmine which expenditures
may properly be capitalized,

The Comnittee was to regard such a transaction as a write-up
to be charged against the unallocated reserve of 6,900,000,

In the discussions between the bank's representatives and those
acting as a committee, comprising the Comptroller, the Under Secretary, the
Caairmanp of the Federal Deposit Insurance Corporation, a2nd two members of
the Board of Governors, the foregoing expresses briefly the guiding prin-
ciples for the Committee of three. It will be observed that nothing in
the Comptroller's requirements directs the Committee to appraise the
present value of premiseg eritieized in the August 31, 1939, report of
examination, On the contrary, the burden of the instructions is to de-
termine the fair value of the premises gt the time of acyuisition, after
taking into consideration any special conditions which had to be met in
fixing the priece paid, Any unwarranted write-up is to dbe eliminated and
the carrying vealue of the property adjusted by the appropriate depreciation,

(Signed) Clark
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Corporstion.,

“insert 6, Mereh 3L, 199)

{S8es puge 8, inscert 6, Merch 31, 199

There louns are sumerous end videly sesitersd throughont the vnrious
bracehas and 2smy of the jndividucl loans, 8o sseursd, are classifisd in
the brenah reyorts of esszination. The aczoust s& shosm repreasents, is the
egerogate, the sxtemsion of eredit dependent wpon the stock of Transazeriee

3,502,269, %0

Iz the ssjority eof ceases they are isens sade in prier yoars

end muny sre -orkout problens deppndent extirely en $the security sad are
sarried in en attenpt By S2e ssnagecent o effeet & recovery ou pavtiesily
charged off essets through sarket spprecistion in tle value of Trenssserics
Corzorstion stook. The folloving s & ecaparetive aehedule ¢f the Sotal
saount of losas seoured by tuls stock:

CORPARATIY. SCLIDULE

Date of Shares Sheres  Stores Pledged
Exsuisetion "a® _Pledged - - Eledged o
Dee. 31~-29 m.wo3’.0“ 1,697,165 ‘17.3”.‘10.1’ o 453,650 Ho record kept.
Jun.10-30 26,683,141, 1,500, 18 12,496,757.48 * G0 de
Feb, 28-31 20,941,793, 1,609,130  30,413,252.16 * B2z,5% éo
Aug.3l-1 15,104,423.35 1,609,553 19.271.9270” 863,937 141,16
Mar, 31-32 11,000,253.77 1,418,385 9524, 572 37 216,025 115,042
oy, P32 9:594,093.07 1,389, 7,916,201.29 652,342 218,553
roli=133 8,831,763.24 1,386,552 8,155,215.68 8u8,806 252,549
sep.li=-33 7,418,552.89 1,197,656 6,936,943.43 . 780,793 192,610
Jun, 22=94, 5,110,770.65 997, 4,634,967. 39 791,936 234,849
Feb.11~35 30984,154.79 m’” hohB9,TAE.AT s mo”‘ <57 .m
Qet. 7-35 3,840,856, 30 778,195 3,950,531, ** Shiy0bd iq,exo
Apr.27-36 5,828,887, 84 972, 38% 32575, 540.49 ** 429,300 264,437
Des,14-3% £,0026,140.944 z.“ﬁ 2,798,243. 26 ** 330,449 232,5%
Apr, 2037 5,684,086, 30 2984 3,203,483.49 ** 350,105 193,925
Aug. 33~37 1,370, 361,05 156,852 4,786,941.33 *** 530,976
Apr, 28-38 564,,803,17 301,013 49252,420,82 *%* 53,373 e -
Bov,2i-38 674,261.49 130,600  4,037,044.77 ***  s01,525 i
Mer, 31=29 772,975,92 132,1% 2,735,293.38 *** 141,493 -
®A®" Lesns sesured by Trensemeries Corporstiom stosk aamly.

*B* Losas seoured by Trunssmerice Corporstion stock smd other collateresl,
Dalizr anount represents bdalance of loans dependeat upon Transsueriea
Corporation stoek.

*C* Sheres of Trenssserics Corperstion stock beld as colistersl, wpem -
whieh no portiom of the losn is depsundent.

(*) Imdicetes totsl losmss which sre soeured by Tremssmeries Corporstion
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{**) Basis for figuring the depsudency of the lown upon Trans-
amerien Corporation stook Reld es eslistersl chamged to
$he provortiony Thet the wvalue of the Trenssneries Core
poration #%0e¢k hes t¢ the total walue of all the sclistaral
seeuring the losms, instead of, as formeriy used, figuriag

sutirs uncovered balsmes of the losn as dapendent upon
Ti8 eelistersle

(***) Sos iseiudes projortisoate ssoumt depsudent upea TAC stock
ragerdless of the sollstersl position =»ith respect to other
sseurities keld sa oollstarsl,

(#) It 1o signifioknt Shet, ccntrsry to sazouneed policy ia i
rogerd 10 lesns zade wpon Transemarice Qorporstion steek,
beth the nuaber of sheres and the dollar smount increesed |
during 1936, »hen the stock meriet sxperionsced unlmud,
setivity sad 2 deeided 2arket value enbsnoement rw!n-o-
sserion Corporatics stook,
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