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{enelosure with Mr, Clerk's le .r of 10/7/40)
May 6, 1940
MIMORANDUM FOR COMMITTEE (Coples deliversd to Mr. Wright, Mr. Funstem, and

?51'. {' est )

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

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

In the course of arguing the merits of this claim, it beocame
obvious that many elements had to be considered in determining the actual
price paid for banking premises, Xt was agreed, however, that a write-up
was justified whenever it could be shown thats

le The purchase price of the shares of the selling bamnk were increased
by the differcnce between the amount at whiech the premises were car-
ried on the books of the selier, and the amount agreed upon by
specific negotiations as being the fair value of the premises.

2e The premises were carried on the books of the seller at a nominal
amount, obviously far below the fair wvalue.

'3, The premises were cerried on the books of the seller bclow thelir
fair value because of extraordinary nnogrnod increment. .

It was agrsed that the Committee should determine a fair wvalue
for the land and require the presoribed depreciation on the improvements.

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

Note: This does mot apply to cases im which the bank demolished banking
premises deing occupied by it to reconstruet 2 new buildings Im such
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an instance, the Comaittce should determine what would be
considered a fair walue for the land on whieh to superimpose
the cost of comstructing the new building.

38 il BI'VaLD DE ACEE 2 & 13 oF 3 3 .
properly should have hegg charged to current expenses,
It was agreed that the Committee determine which expenditures
may properly be capitalized.

The Committee was to regard such a transaction as a write-up to
be charged against the unallocated resecrve of £6,900,000.

In the discussions between the bank'!s representativex and those
acting as a committce, comprising the Comptroliler, the Under Secretary, the
Chairman of the Federal Deposit Insurance Corporation, and $wo members of
the Board of Governors, the foregoing expresses briefly the guiding prin-
ciples for the Committce of threee It will be observed that nothing im
the Comptroller's requirements direects the Committee to appraise the

e ue o eriticized in the August 31, 1938, report of
examination. On the econtrary, the burden of the instruetions is to deter-
mine the fair wvalue of the premises gt the time of agiuisition, after taking
into consideration any special conditions which had to be met in fixing the
price. paide Any unwarranted write-up is to be eliminated and the carrying
value of the property adjusted by the appropriate depreciation,

(Stamped) IRA CLERK
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