¥ (Draft of BMW -- 10/14/42)

Dear ¥r. Glennini:

This refers further to your letter of August __ , 1942, in
which you request information ae to the reason for the Board's setion
in declining to grent the spplication of First Trust and Bavings
Bank of Pasadens for permission t0 establishk branches &t Temple City
and Alhambra, Culifornia.

-In scting upon an application of a mexber bank for per-
mission to establish brenmches, the Board must act in the publie in-
terest and sporove the application only if it is satisfied by the ep-
plicant that the estadlishment of the branches spplied for would be
in the public interest., If the applicant bank is & member of &
holding company groun, the Board must take intc eonsiderstion not
only the effeet of its action on the bank itself but also the effect
on the group of whick the bank is a rember.

We have belleved znt\u view of our nuwserous conferences
with you and other represemtatives of Transamerica Corporation during
the past seversl years it should be apparent to you why the Boaurd
has not been satisfisd that it would be warrsnted im takimg sny action

AL de, :
which would Seatittste the further expsnsion of Transamerica Corpora-
tiom,

¥ithout referrinz to all of the matters that have been ‘dil-

cussed from tire to time relating to Transsmerica Corporation, it may

be appropriate to mention a few of the more important ones.
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You will recsll that the Bourd was willing to grant a gen=-
er:l voting permit to Tremsamerice Corporation only after prolonged
discuseion of whet reguirements should be made of the Corporation and
what action should Le taken to corrsct unsstisfactory conditions
existing in the Cerporation at that time.

¥hen the Comptroller of the Currency felt th:ot it w:8 neces-
sary for the largest bank in the Tramssmerica group to take stepsz to
effect obviously necessary corrections, it was cleer to us that the
ponagerent of Transamerice Corporation wes not willing to tske the
necessary stepa t0 effeet such corrections in its subsidisry bank,

It was egually clear that Trencamerica Corporstion wss not in finameial
condition to remder the necessary asslstance to this mender of its .
group. After prolonged efforts to imduce the management to effect
corrections, the Federsl supervisory agencies finally agreed to a
prograr of irprovement over s period of yesrs, 8Svreeding this srogrsm
over a period of years was accepted by the supervisory suthorities
because it was obvious that the eliminstions and other corrsctions
would not or could not be mede in their entirety at the tive.

The record clearly indicates that many of the umt;cfucton
ussets and other situations in the largest bank in the group resulted
from the policies and practices of the menagement during its rapid
expansion program. OSince the beginming of our pegotimtions with
respect to the correcticns in this bank, it has deen our view that the

supervisory agencies would de remiss in the discharze of their
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responsibilities if they suthorized the contimued expansion of the
Transamerica group without the Corporation’s beinz in positiom to
render wihutever aid might be necessary to any of !ts banks in tires
of siress.

Prior to April 1941, ss you know, the Comptroller of the
Currency had placed restrictions upon further expansion of branch
banking activities of nmationsl bapks in the Transarerica group. In
the latter part of Ayril 1941, spplication wss pede to us for ad-
miseion to mporahip of & State bank that would result from the
acjuisition by your Corperation of the Temple City Nationel Bank,
Temple City, Califormia. Feeling that this wsas a plan whereby Trane-
americu Corporation could avoid the restrictions of the Comptroller.
of the Currency upon further expansion of bdranch benking, the Board
declined to spprove membership of the proposed Htute bank. At ithat
tice our views were again Tully explained in conferences with your
son ¥ario, end we understood that plans to take over the Temple City
Hational Bank would be abandoned and that Tramsamerica Corporation
would not attempt to expand i{ts control over banking Tacilities,
However, we learned that shortly thercafter Transemerica Corporation
purchased most of the stock of the Temple City Kational Bamk. Sub-
sequently, Transamerics Corporation obtained contrél. of a mujority
of the stock of the First Trust and Savings Eank of Pasadena; snd it
#lso has appeared in comnection with an application for membership
of & new State bank at Lskewood Village, California, that the Trans-
smerica group was interested, direectly or indirectly, in several

respects in the orgsnization of this bank,
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Ir =ll the circumstances, it has sppeared that the Trans-
emerica group is iatint on expansion of its bapking facilities with-
out undertaking to satisfy the responsible Federal supervisory au-
thorities thet such expansion of the group is justified in the publie
interest.

The Bourd feels thet you have been fully advised of the
reasonn for its position, wshich 1s concurred in by the Compteoller
of the Currency and the FDIC, thet under existing sireumstences each
of these agoncies should declize permission for the aoqu!’iition,
directly or imdirectly, of any addition=l benking offices or any

substential interest therein by the Transamerics group.
Very truly yours,

Chester Norrill,
Becratary.

BYW/ng
10/14/48
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