
MONTGOMERY STREET AT COLUMBUS AVENUE 
U N F R A N C I S C O . C A L I F O R N I A 

J u l y 9 , 19A3 

Board o f Governors, 
Federa l Reserve ^ s t e m , 
Washington, D.C. 

Gentlemen: 

We come now t o answer your te legram o f May 29, 194-3, t r a n s m i t t e d 
t o us by a l e t t e r f rom the Federa l Reserve Bank o f Sari F ranc isco o f t h a t 
d a t e , r e s p e c t i n g our a c q u i s i t i o n o f the s tock o f the C i t i z e n s N a t i o n a l 
T r u s t & Savings Bank o f Los Angeles, and r e s p e c t i n g c e r t a i n investments 
i n companies i n t he s o - c a l l e d " i n d u s t r i a l f i e l d . " 

You s t a t e t h a t you "would be g l a d t o rece i ve any express ion o f 
v iew which the c o r p o r a t i o n may wish t o o f f e r on the q u e s t i o n whether the 
c o r p o r a t i o n has v i o l a t e d the terms o f i t s agreement * w i t h the Board o f 
Governors o f the Federa l Reserve System, dated A p r i l 28 , 1937, "and p a r -
t i c u l a r l y paragraph 5 t h e r e o f . " 

A l though i t i s no t s ta ted i n your te legram, we assume t h a t the 
ques t ion i s r a i s e d i n v iew o f the c lause i n paragraph 5 o f the agreement 
o f A p r i l 28, 1937, read ing " t h a t , except w i t h the pe rm iss ion o f the Board 
o f Governors o f the Federa l Reserve System, i t s h a l l no t cause o r p e r m i t 
any change t o be made i n t h e genera l charac te r o f i t s business or i n v e s t -
ments . " 

I t i s t o be noted t h a t the c lause i n ques t i on has t o do w i t h changes 
i n the "gene ra l cha rac te r " o f the business or investments o f Transamerica. 
I t does no t contemplate t h a t the permiss ion o f the Board o f Governors o f the 
Federa l Reserve System should be ob ta ined un less the change i s o f such a sub-
s t a n t i a l na tu re as t o change the " g e n e r a l cha rac te r " o f t h e business o r the 
"genera l cha rac te r * o f the investments o f Transamerica as they e x i s t e d on 
A p r i l 28 , 1937. TCe do no t see how the a c q u i s i t i o n o f the s tocks r e f e r r e d t o 
i n the te leg ram o f May 29, 194-3 cou ld , by any s t r e t c h o f t h e i m a g i n a t i o n , be 
sa id t o have r e s u l t e d i n a change i n the genera l charac te r o f the business 
o r investments o f Transamerica. As o f A p r i l 28, 1937, Transamerica was a 
h o l d i n g company owning s tocks o f banks and o the r f i n a n c i a l i n s t i t u t i o n s , 
insurance companies and i n d u s t r i a l concerns engaged i n a v a r i e t y o f b u s i -
nesses. That was the "gene ra l cha rac te r " o f i t s business and o f i t s i n v e s t -
ments. There has been no change i n t h a t charac te r f rom t h a t date t o t h i s . 

A d e t a i l e d statement o f t he changes i n the investments o f Trans-
america Corpora t ion s ince A p r i l 28 , 1937 i s se t f o r t h i n t h e accompanying 
memorandum, and we b e l i e v e demonstrates the v iew which we have s ta ted above. 
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Board o f Governors - 2 J u l y 9 , 1943 

F u r t h e r , we have taken the l e g a l advice o f Messrs. W i l l k i e , Owen, 
O t i s , Fa r r & Gal lagher on t h e s u b j e c t mat ter o f the sa id te legram of ?'ay 
29 , 19^3, we are advised t h a t i n t h e i r op in i on there i s no th ing i n the 
l aw , r e g u l a t i o n s , o r agreement w i t h the Board o f Governors o f t he Federa l 
Reserve System t h a t would preclude Transamerica Corpo ra t i on from en te r i ng 
i n t o t r a n s a c t i o n s such as those r e f e r r e d t o i n the Board 's te legram, w i t h -
ou t f i r s t o b t a i n i n g your consent . A l s o , we are advised t h a t i n t h e i r 
o p i n i o n the Board o f Governors o f the Federa l Reserve System had no author -
i t y t o r e q u i r e Transamerica Corpora t ion to agree, as a c o n d i t i o n o f ob ta i n -
i n g a permi t t o vo te the stock o f i t s s u b s i d i a r i e s , t h a t i t would not cause 
o r pe rm i t any change t o be made i n t h e genera l charac te r o f i t s business or 
investments w i t h o u t the permiss ion o f t h e Board o f Governors o f the Federa l 
Reserve System, and t h a t t h a t c lause o f the agreement i s w i thou t force and 
e f f e c t . Consequently, we do not regard the clause as b ind ing upon us. I n -
asmuch as i t i s c l e a r , however, t h a t the clause i n quest ion has not been 
v i o l a t e d i n any way by Transamerica Corpora t ion , i t i s a t t h i s moment, o f 
course, academic as t o whether i t i s v a l i d or not and we merely se t f o r t h 
our p o s i t i o n w i t h respec t t he re to i n order t h a t v.e may not be deemed a t a 
l a t e r da te , as a r e s u l t o f s i l e n c e , t o have estopped ourselves to contend 
t h a t the clause i s i n v a l i d and i n e f f e c t i v e , i f i t should then seem neces-
sary and adv isab le f o r us to do so. 

Your te legram of May 29, 1943 adver ts t o our proposa l t o the s t o c k -
ho lders o f the C i t i zens N a t i o n a l T rus t & Savings Bank o f Los Angeles t o ac-
q u i r e f rom them 124,000 shares o f t h e i r s tock . Th is p o r t i o n o f your te legram 
does no t appear t o c a l l f o r any comment on our p a r t . I n pass ing , however, 
we might say t h a t the o f f e r t o exchange stock o f Na t i ona l C i t y Banl$ o f New 
York, share f o r share, f o r t h a t o f C i t i zens N a t i o n a l T rus t & Savings Bank 
was made on ly a f t e r Transamericr Corpora t ion had been s o l i c i t e d by a number 
o f d i r e c t o r s o f the C i t i zens Bank ana many o f i t s l a rge s tockho lders to be-
come i n t e r e s t e d i n tha t bank. Transamerica Corpora t ion had committed i t s e l f 
t o make t h i s o f f e r " p r i o r t o the conference o f Mr. A. P. G i a n n i n i w i t h members 
o f the Board i n Washington on February 18, 1943, and the ex is tence o f t h i s 
commitment was a t t h a t t ime mentioned by Mr. G i a n r i n i t o the Board. P i t h 
due deference, we beg t o i n fo rm you t h a t , prov ided the c o n d i t i o n s o f " o u r 
commitment are met, we i n t e n d t o proceed to c a r r y out our commitment. I n 
so f a r as the a c q u i s i t i o n o f any o f t h i s s tock should be deemed t o rep resen t 
an expansion o f the a c t i v i t i e s o f Transamerica, you are o f course f a m i l i a r 
w i t h our view t h a t t h a t i s not a sub jec t mat ter w i t h i n your j u r i s d i c t i o n , 
and we are so advised t y counse l . 

I n connect ion v . i th your comment upon our a c q u i s i t i o n o f the s tock 
o f c e r t a i n i n d u s t r i a l companies mentioned, you s t a t e : T u r i n g t h i s same 
per iod d i r e c t and i n t e r - c o r p o r a t e indebtedness o f Transamerica Corpora t ion 
and i t s s u b s i d i a r i e s has cont inued un l i qu ida ted i n s u b s t a n t i a l amounts." 
The i m p l i c a t i o n from t h i s sentence i s t h a t the a f f a i r s o f Transamerica 
Corporat ion have not been conducted i n a conservat ive manner. The f a c t s 
are t o the c o n t r a r y , as we have more f u l l y set f o r t h i n t h e accompanying 
memorandum. 
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Board o f Governors - 3 July 9, 1943 

Fe t r u s t t h a t t h i s l e t t e r and the accompanying memorandum may 
be h e l p f u l t o t h e Board i n understanding our views w i t h re ference t o t h e 
sub jec t mat te r o f i t s te legram. However, i f we can be h e l p f u l t o any 
g r e a t e r e x t e n t we stand i n readiness t o submit any a d d i t i o n a l da ta , f a c t u a l 
o r l e g a l , wh ich the Board might deem i m p o r t a n t , T.'e advise the Board t h a t 
i t may communicate e i t h e r w i t h us or our counsel , Messrs. W i l l k i e , Owen, 
O t i s , F a r r & Ga l l aghe r , i n t h i s connect ion and t h a t i t i s au tho r i zed t o 
p resen t t o sa id counsel any f a c t s , f i g u r e s o r o ther data r e l a t i n g t o t he 
a f f a i r s o f Transamerica Corpora t ion and any o f i t s subs id i a r y o r a f f i l i a t e d 
companies* 

Very t r u l y y o u r s , 

Enclosure 
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June 2 j , 1943 

MEMORANDUM IN RE TELEGRAM 07 BO ART OF GO VERNON 01" THE FEDERAL 
RESERVE SYSTEM OF MAY 29, 1943, TO ACCOMPANY LET E; R OF TRAriS-

AIEERICA CORPORATION TO THE BOARD RESE011SIVE THERETO. 

A. THE /.CCUiSITION OE HUE STRi;L STOCKS 

T'le types o f business cord c t c d by T r r nramcr ic r Cciyor- l i o n "ay-

be rough ly c i v i c c c i n t o tEr_c c- t c g o r i e s : (1) banks anE ot ,er r i n a n c i a l 

i n s t i t u t i o n s ; (2) i n s r r r n c e companies; end (3) i n d u s t r i a l concerns. The 

r e l a t i v e percent-gc o f t"°e assets inves tor i n these t : , rec t ype r o f business 

as a t December J l , 1937 and way 31, 1943, i s as ^ o l l o n s : 

r^ rcefat o l , i nves ts t tousin 

Eec. r ^ i q - 7 * I ? - , 

Eanl:s and othe~ f i n a n c i a l 

i n s t i t u t i o n s 63.97? 

Insurance companies 3 * 5 l £ 6.u4;C 

I n d u s t r i a l concerns and miscel laneous i n d u s t r i a l investments 24«36£ 30.40^ 
* 

A f t e r d i s t r i b u t i o n t o Transamerica s tockho lders o f 2,E97,84J.5 
o f the 4,000,000 shares o f s tock o f Baa-: of America then ou ts tand-
i n g . Th is da le i s se lec tec f o r the purpose? o f comparison the 
reason t h a t the d i s t r i b u t i o n o** t h e shares of Ben' of Americp, ^ace 
i n J u l y o f 1937, wes i n the contempla t ion o f a l l p a r t i e s a t the 
t ime of t he making o f the agreement o f A p r i l 2S, 1937. 

Insurance Carr.oany F lqc^::: 

C e r t a i n l y i t i s c l ea r t h a t the investment i n Premier Insurance 

Company i n no way a l t e r e d the genera l charac te r of t h e business or i n v e s t -

ments o f Transamerica Corpo ra t i on . As a t December 31 , 1927 the percentage 

o f the assets o f Trr.nsamerica i nves ted i n insurance company s tocks was 

approx imate ly 3 .51* t h e r e o f . As a t May 31, 1943, the percentage o f the 
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o f the assets o f Transamerica Corpo ra t i on i nves ted i n insurance comparer 

s tocks was 6.64$ t h e r e o f . 

On A p r i l 30, 1937, Trans a.-nerica Co rpo ra t i on omed 100$ o f the 
\ 

s tock o f the P a c i f i c N a t i o n a l F i r e Insurance Company, c a r r i e d on i t s books 

a t a va lue o f $2,26S,7?8.72. Transamerica Co rpo ra t i on a lso o\.ned 100J& o f 

t he s tock o f Occ iden ta l L i f e Insurance Company^ c a r r i e d on i t s books a t the 

va lue o f $1,12'7,600.28, I t a l s o owned 24,519 shares o f t h e F i reman 's Fund 

Insurance Company of Nev: York , o f a va lue o f C l ,232 ,206 .50 , and i t s non-

conao l ida ted s u b s i d i a r i e s owned an a d d i t i o n a l 8,650 shares o f F i reman's 

Fund Insurance Company s t o c k . Thus, one aspect o f t he genera l charac te r o f 

the business o f Transamerica Corpora t ion was t h a t i t r as engaged i n t h e i n -

surance business through the c o n t r o l o f the s tock o f tv>o s u b s i d i a r i e s and 

t h a t , i n a d d i t i o n , i t had a s u b s t a n t i a l i n t e r e s t i n another i n s i x r n c e compan; . 

Tocay Transamerica Corpora t ion s t i l l o*ns 100^ o f t h e s tock o f Occidenta-l 

L i f e Insurance Company, c a r r i e d on i t s books a t a valine as a t December 31> 

19^2 o f £2,007,600.23, and 92$ o f t h e s tock o f the P a c i f i c N a t i o n a l F i r e 

Insurance Company, c a r r i e d on i t s books a t r va l ve as f t Decenber 31, 1942 

o f £3,927,336.72; the remain ing i s c a r r i e d by Premier Insurance Company. 

A t December 31 , 1942 Trrnsamer ica o'>med 17,350 * shares o f s tock o f F i reman 's 

Fund, o f a va lue o f £679,857.56, and i t s s u b s i d i a r i e s 5,775 * shares . 

Premier Insurance Compan;.', a ne v. company, was c a p i t a l i z e d by a 

t r a n s f e r t o i t o f assets p r e v i o u s l y ov.nec Ty Transamerica C o r p o r r t i o n or 

i t s s u b s i d i a r i e s . There r e r e no new investments i n v o l v e d and the increase 

i n i t s investments i n i t s two p r i n c i p a l insurance s u b s i d i a r i e s represen ts 

c a p i t a l donat ions and i s cons ide rab l y £renu=r than i t s e n t i r e investment i n 

* Shares r e c l a s s i f i e d i n December, 1942 - shares new f o r one o l d ; par 
value reduced from C25 to £10. 
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Premier Insurance Company. The £1,500,00? f u r n i s h e d v y Transameri~a Cor-

p o r a t i o n ae c a p i t a l o f the Pre.oier Insurance Coepany might hrv~ been f - r -

n i shed as en a d d i t i o n a l c a p i t a l d o n a t i o n t o the P a c i f i c N a t i o n a l F i r e I n -

surance Company*. 

I n d u s t r i a l c ^ m , ^ 

On A p r i l 30, 1937, T r a n s a i e r i c r Corpor L ien owr^c I O C o f t h e 

s t o c k o f C r p i t ' l Company, t v r. c a r r i c on i t s b r l ance - h e e v r ' t*» va lue 

o f C17,537,931.9S, and c o n s t i t u t i n g S.̂ OJC o f i t s t o t a l a s s e t s . Th is i s a 

res.1 e s t a t e company oamin^, auc ^ p e r a t i n j o f f i c e b u i l d i n g s , r p a r e - I c i n g s , 

h o t e l r e s i d e n t i a l p r o p e r t i e s and r e n t a l s tore - r c p c r l i e s ; i r . t . . c f . .ores, i t 

i s an i n d u s t r i a l company o f very Vroao i n t e r e s t s . 

On A p r i l 30 , 1937, T rmeamer i c r Corpor U ~n OT.i.ec l?0 f ' o f 

c a p i * 1 s tock o f C a l i f o r n i a Lands, I n c . Ziiz co^par^ r V o- -ho 

o p e r a t i o n o f improved a 10 unimproved farm c a ra j e lane, ana i n t ':c ^ t en -

s i v e development o f ^ i l ^ c l l s . I t was c a r r i e d on 1 Ne book: t 1 a va lue o f 

C l 3 , 3 3 l , 7 ? 5 . 3 3 an: as such c o n s t i t u t e d e . ^ o * t h e a r r e t s o f T r m - a m e r i c a 
» 

C o r p o r a t i o n . I t ;.ar an i n c i s t r i a l comparv o f v . r . broac i n t e r e s t s . 

I n * !arch, 19*1 , " a i f l Co-pa:v -ae C a l i f o r n i a Lr.ndr v.er -e rced 

i n t h e n u e of C a p i t a l Compaq and t he s tock ?f t he Jerked company, as o f 

leceiuber 31 , 1942, was c r r r - e c ) n t \ bocks - f 7 r - > i s ^ ; e r i c a Corp or ^ o n a t 

t he va lue o f £31>36 n ,637.36, c o n s t i t u t i n g o f i „ r as.-t . ts. I t . ou ld 

d i f f i c u l t t o i n a g i n e an i n d u s t r i a l company engaged i n b roader a c t i v i t i e s t h a n 

t h i s compare*. 

As o f A p r i l 30, 1937, T r rasnmer i c - Co rpo r t i o n 'm 0. :uc r .v^xlm; I l y 

50.70?! o f s toc l : i n Goner: 1 " e t a l s C o r p o r r t i o n , t h e n car i ed on — books 

a t the va lue o f C ? 6 ? , r L ; . 1 5 . subsequent purchases t h i s h o l d i n g has 

i nc reased as a t r e comber 31 , 19-^ t o 55.9:" , hav ing a - ' va" e o f 

$1 ,096 ,333 ,65 . T h i s company produces i r o n an s i l p i u c t s , e n t e r i n g a t 

the present t ime c h i e f l y i m o a v a l and a i r c r a f t c o n s t r u c t i o n . The n t e r r i ^ e Digitized for FRASER 
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Engine and Founcrv Company, v.hich was acqu i red i n 1942 and to which re fe rence 

i s made i n t he t e l e ^ r s m o f May 29, 19^3, i s a k i n d r e d e n t e r p r i s e and i t s ac-

t i v i t i e s c lose l ; * supplement those o f Gcne r r l Meta ls C o r p o r a t i o n . I t c e r t a i n l y 

cannot w i t h p r o p r i e t y he contended t h a t uhe gene ra l c h r r r c t e r o f i t s bus iness 

i s any d i f f e r e n t f rom t h e g e n e r r l cha rac te r of the bus iness o f General " e t a l s 

C o r p o r a t i o n . The Ade l P r e c i s i o n Products C o r p o r a t i o n , to which re fe rence i s 

made i n the te leg ram o f May 2? , 1943, engages i n the manufacture o f v a r i o u s 

i t ems f o r a i r c r a f t , automot ive and machine t o o l i n d u s t r i e s . I t i s an e n t e r -

p r i s e q u i t e k i n d r e d i n ix,s c h a r a c t e r to t h a t o f the Geners l M e t a l s Corpor*: t i o n . 

The same can be s r i d T. i th respec t t o the Aerco C o r p o r a t i o n . The t o t ^ l i n v e s t -

ment i n E n t e r p r i s e Engine anc Foundry Company-, Aerco C o r p o r a t i o n and Adel P r e -

c i s i o n Produc ts Co rpo ra t i on aggregates ^ 2 , 0 2 6 , 3 ^ . 5 5 , o r appro-J. .at. l y ! . 5 o £ 

o f the t o t a l assets o f Transamerica C o r p o r a t i o n . C e r t r i n l y these inves tments 

have no t changed the gene ra l cha rac te r o f the bus iness or investments o f T rans -

amer ica C o r p o r a t i o n . 

Reference i s mace i n t he te legram o f Ma^ 29, 1943, t o the a c q u i s i t i o n 

o f t he s tock o f the A x t o n - F i s h e r Tobacco Company, o f which Transamer icr Cor-

p o r a t i o n c o n t r o l l e d a t December 31 , 1942 about 69 .43* a t a cos t o f a p p r o x i -

mate ly £2 ,293 ,7?1 .43 , o r l e s s t han 1.3£ o f t h e assets o f Transamer ica. I r -

r e s p e c t i v e o f any o t h e r c o n s i d e r a t i o n s , t h i s sma l l inves tment c l e a r l y cou ld 

n o t be h e l d t o change the gene ra l c h a r a c t e r o f t h e business or inves tments o f 

Transamer ica . P a r t i c u l a r l y i s t h i s t r u e when we take i n t o account t h a t on 

A p r i l 30 , 1937, Transamer ica C o r p o r a t i o n and i t s s u b s i d i a r i e s owned 26,60S 

shares o f s t ock of General Foods C o r p o r a t i o n , o f the market va lue o f a p p r o x i -

ma te l y C I , 0 4 7 , 5 0 4 . 0 0 . 
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To shorr the d i v e r s i t y i n the c h r - a c t ? r of t h e investments o f T r r n c -

america Co rpo ra t i on , i t m i^h t v e noted t h a t on A p r i l 30, 1937, Tr.-nsa. .e r i ca 

and i us s u b s i d i a r i e s had 51,469 shares o f s t ock o f the Union O i l Company o f 

C a l i f o r n i a . 

I n the per iod f rom A p r i l 23, 1937 down to d a t e , n inerous substan-

t i a l changes have been made I n the investments o f Transamerica Co rpo ra t i on 

th rough sales or d i s t r i b u t i o n s , a l l o f vrhich a mat te r o? p u b l i c reco rd 

and uncoub t -d l y known to the Toard o f Governors of t . ie Fedcr -1 ' V - e m System 

s h o r t l y a f t e r they v.ere made. For example, as o f A p r i l 30, 1^37, the l a r g e s t 

investment o f Transaner ica Corpo ra t i on v.ar i r . t h s tock o f Pan"- o f America 

N a t i o n a l T rus t anc Savings A s s o c i a t i o n , I t c o n t r o l l e d t ! n t company;. Tr i .ns-

america owned 1 ,993,054 o f the 2 ,000,000 shares o f t V s tock o f t h a t co \ \ - ; i y 

ou ts tand ing a t t h a t d a t e , hav ing a va lue on i t s books o f 1 "?3,932,95f.oC, 

r ep resen t i ng 49.77^ o f i t s t o t a l asse t s . Th is c o n s t i t u t e d ??.65£ o f .ho 

o u t s t a y i n g common s tock o f Ban'- o f America, Ey December 31 , 19*2, t h i s 

ov.nership hac* been recucec t o 492,.+28 shares hav ing a va lue on t'-e boohs o f 

T rans r j j e r i ca Corpora t ion o f £12,341,900.93 c o n s t i t u t i n g 12 .3 l £ o f the 

common stock o f the bank. F u r t h e r , as o f A p r i l 30 , 1937, Tr? r.sa.-.eric- Cor-

p o r a t i o n o*ned 603,556 shares o f t h e s t o c k o f N a t i o n a l C i t y Bank o f Ner York , 

hav ing a value on i t s books o f C22,762,232.39. By December 31 , 19^2, t h i s 

h o l d i n g had been reduced to 442,39*0 shares o f a value as then c a r r i e d on the 

books o f the company o f C l6 ,715,37S.65, The s tock o f General Foods has been 

s o l d . A s u b s t a n t i a l p a r t o f the s t ock o f the F i reman's Fund Insurance Company 

has been so l d . 

None o f these t r a n s a c t i o n s , some o f r . i i ich have a f a r g r . t e r importance 

upon the business and investments o f Tr rnsamcr ica Corpora t ion than the a c q u i s i -

t i o n s r e f e r r e d t o i n the te legram o f May 29, 1943, and a l l o f which were mat te rs 
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o f p u b l i c knowledge, have been made the sub jec t o f any comment by the Board 

o f Governors o f the Federa l Reserve System. No a p p l i c a t i o n was mace o f the 

Board o f Governors f o r permiss ion t o make the sa le o r d i s t r i b u t i o n , ant. i t 

i s q u i t e ev iden t t h a t i t was not cons idered by t h e l o a r d o f Governors o f the 

Federa l Reserve System t h a t i t had any th ing t o say about these t r a n s a c t i o n s . 

Not i ce o f the a c q u i s i t i o n o f the s tocks r f e r r e d t o i n t h e te leg ram 

o f May 29, 1943, g iven t o the Board o f Governors of the F e c e r r l Reserve 

System, pursuant t o the p r o v i s i o n s o f paragraph 12 o f a p p l i c a t i o n Form P - l , 

on t h e f o l l o w i n g dates : 

N°iir r ^ . ? ^ 7 qZ No t i ce 

Ax ton -F i she r Tobacco Company May 26, 1941 

Premier Insurance Company Jul}* 9 , 1941 

E n t e r p r i s e Engine and Foundry Company Sept . 17, 19*^ 

Aerco Corpora t ion Oc t . 26, 1942 

Adel P r e c i s i o n Products Corpora t ion Dec. 2 4 , 1942 

P.eceipt o f these n o t i f i c a t i o n s was acknowledged by t h e Federa l Reserve Bank 

o f San F ranc isco . 

I n none o f these cases was i t suggested or i n t i m a t e d t h a t pe rm iss ion 

o f t i e roard o i Governor? of t h e Federa l Reserve System might bo r e q u i r e d u n t i l 

sa id te legram o f May 29, 1943, a l though the Board \.as n o t i f i e d as t o one o f t he 

companies two years ago, and as t o a l l a t l e a s t f i v e months ago. Th is f a c t 

n a t u r a l l y g ives r i s e to the suppos i t i on , a t l e a s t , t h a t the Board o f Governors 

o f the Federa l Reserve System does not i t s e l f cons ider t h a t the a c q u i s i t i o n s 

were w i t h i n the scope o f paragraph 5 o f t he c o n t r a c t o f A p r i l 28 , 1?37. 

Not on ly i s i t c l e a r t h a t the t rans r c t i o n s mentioned i n the te legram 

o f ,!ay 29, 1943 have not i n any way changed the genera l cha rac te r o f t h e b u s i -

ness o f Transamerica Corpora t ion - by t h e same token i t i s c l e a r t h a t they have 

no t changed the general charac ter o f i t s inves tments . 
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I n summary, t h e r e f o r e , we repea t what we s t a t e c i n the accompany-

i n g l e t t e r , t h a t i n our view the a c q u i s i t i o n by Transamerica Co rpo ra t i on o f 

the s tock o f Premier Insurance Company, Ax ton -F i she r Tobacco Compaq, Adel 

P r e c i s i o n Products C o r p o r a t i o n , Aerco Co rpo ra t i on and E n t e r p r i s e Engine & 

Foundry Company d i d n o t , e i t h e r s i n g l y or i n the aggrega te , c o n s t i t u t e a 

change i n t h e genera l cha rac te r o f the business o r investments c f Transamerica 

Co rpo ra t i on and t h a t consequent ly no v i o l a t i o n o f the agreement o f A p r i l 26, 

1937 arose from the f a c t t h a t they were acqu i red w i t h o u t f i r s t hav ing ob ta ined 

the permiss ion o f the Board o f Governors o f the Federa l Reserve System. 

Fur thermore , the companies r e f e r r e d t o i n the Board fs t e l e j r r m have 

u n i f o r m l y mace j r e a t progress s ince becoming a f f i l i a t e d w i t h Transamerica Cor-

p o r a t i o n . The i n d u s t r i a l companies engaged i n war p roduc t i on have inc reased 

t h e i r ou tpu t i n the aggregate by approx imate ly 35£. Transamerica C o r p o r a t i o n ' s 

e q u i t y i n t h e net asset va lue o f i n d u s t r i a l s a p p l i c a b l e to i t s investments 

exceeds by 100% i t s c a r r y i n g va lue o f i t s i n v e s t ents i n them*. The ne t cu r -

r e n t assets o f the i n d u s t r i a l companies app l i cab l e t o Tra>samer ica 's i n v e s t -

ments i n them exceeds t h a t investment by a s u b s t a n t i a l margin. 

E« "EXP^'SIOK POLICY* 

There has been no "expansion p o l i c y " i n vogue i n t h e conduct o f 

the a f f a i r s o f Transamerica Co rpo ra t i on . Any changes t h a t have been made 

have r e f l e c t e d the judgment o f ihe management o f the Co rpo ra t i on which i s 

respons ib le to ' the s tockho lde rs . As the Board knows from p rev ious c o r r e s -

pondence the Corpo ra t i on , w h i l e d e s i r i n g t o be c o o p e r a t i v e , has c o n s i s t e n t l y 

dec l i ned t o recognize e x t r a l e g s l j u r i s d i c t i o n on the p a r t c f the Board over 

i t s management. A respons ib le management cannot p r o p e r l y accent d i c t a t i o n , 

w i t h o u t r e s p o n s i b i l i t y , f r o m e x t e r n a l sources. I t has l ong f e l t and s t i l l 
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be l i eves t h a t i t i s e n t i t l e d t o be in formed s p e c i f i c a l l y by t h e Board r e -

gard ing ar$- c o n d i t i o n s or p r a c t i c e s which are w i t h i n t h e rea lm o f t h e Eoare 's 

l e g a l superv i so ry j u r i s d i c t i o n on, which arc sub jec ted t o i t s c r i t i c i s m . To 

date we have not been able t o secure from t h e Board any s a t i s f a c t i o n i n t h i s 

r ega rd . A d i r e c t r e p l y to our repeated i n q u i r i e s has been evaded. 

T,*e c a l l the Board 's a t t e n t i o n , howevc - , t o t he f a c t t h a t r a t h e r 

than expanding i t s o p e r a t i o n s , Transamerica C o r p o r a t i o n has been c o n t r a c t i n g 

them as a study o i i t s statements o f assets and l i a b i l i t i e s T . i l l d i s c l o s e . 

T"hen Transamerica Corpora t ion secured i t s v o t i n g permi t i n 1937, the. took 

c a r r y i n g value o f the assets of t he Co rpo ra t i on and i t s c o n s o l i d a t e d sub-

s i d i a r i e s amounted t o ?203,S12,C00. As o f Tecember 31, 19^2 i t amounted t o 

£129,7*7,000, a c o n t r a c t i o n o f $79 ,OU,000 or 3 7 . & & i n a s i x year p e r i o d . 

Cu r ren t l y i t i s s u b s t a n t i a l l y l e ss and the Co rpo ra t i on has cash on d e p o s i t 

w i t h banks o f a p rox imate ly £9,OX),000. 

P r a c t i c a l l y a l l o f the t r a n s a c t i o n s t o wh ich the Board r e f e r s i n 

i t s telcgra.m were consummated on a bas is o f an exchange o f bank s tocks , 

p r i m a r i l y Bank o f America s t o c k , f o r t he o the r s e c u r i t i e s . X',e have under-

s tood f o r a nur.ber of years t h a t i t i s the d e s i r e o f some members o f the 

Foard t h a t Transamerica C o r p o r a t i o n be not i n a p o s i t i o n t o c o n t r o l the 

Bank o f Amer ica. TTe have no t been i n t h a t p o s i t i o n f o r a long t i m e . Never-

t h e l e s s , our o b j e c t i v e has been anc i s t o reduce Transamer ica1s ho le ings o f 

the v o t i n g s e c u r i t i e s o f Bank o f America t o 10^ or l e s s . I n t h i s connec t ion 

Transamerica Corpo ra t i on consumated on t h e 23rd o f t h i s month, a f t e r nego-

t i a t i o n s ex tend ing over a p e r i o d o f severa l weeks, t he sa le o f 100,000 shares 

o f i t s ho ld ings o f the common s tock o f Bank o f Amer ica, d e s p i t e unwarranted 

i n t e r f e r e n c e i n t h e smooth h a n d l i n g o f t h a t t r a n s a c t i o n . I t s i nves tments , 

though not changed i n genera l c h a r a c t e r , have become somewhat more d i v e r s i f i e d 
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as a r e s u l t - f these exchanges o f o f Aner ica stock anc they "bring us 

c l o s e r t o the o b j e c t i v e o f ovning 10^ o r l ess o f the v o t i n g s e c u r i t i e s o f 

the bank. 

C. INTKR-COITORAT^. IN: ZI ' i ^ E b t ? 

The l i q u i d a t i o n o f d i r c c t anJ i n t e r - c o r p c r t e ndebtedness o f 

Transamerica Corpo ra t i on has progressed g r e a t l y s i r c e t h i s management assumed 

r e s p o n s i b i l i t y f o r the ope ra t i on o f Transamerica Corpor t i o n anc i t s subs id -

i a r y and a f f i l i r t c c companies. I n the -er iod from recember 31> 1933 to June 

Z5, 1943 > Transamerica Co rpo ra t i on sm* s u b s i d i a r i e s have reduced t h e i r o b l i -

ga t ions ou ts tand ing on Teceieber 31, lv>33» the a proximate tinr.e f t which t.h»> 

p o l i c i e s o f t h i s management became e f f e c t i v e , f rom ;H3»092,COO to 

a r e d u c t i o n o f Pi>,o6v0,C00 or W i t h i n t vo years f o l l o w i n g 1033» ^ ^ 

o f America, which ras then a s u b s i d i a r y o*; Tr nsamerica Corpor t i o u , complete l y 

l iqu ica tee" an indebtedness i n excess o f * 1*7 ,000 ,000 , w i thou t recourse to the 

i r nance o f p r e f e r r e d s tock . 

The amount o f ?1S,472,000 o f Transamerica Corpor. t i o n * s cu r ren t 

o b l l g r t i o n s r e s u l t s from the icsuauce o f p re fe r red s tock by the Benk of 

Aner ica i n June, 1 ^ 0 , pu rs i * in t t o t he requirements o f the Compt ro l le r o f 

the Currency. Represents t i ves o f the Foard o f Governors o f t h e Federa l 

Reserve System p a r t i c i p a t e d i n the promulgat ion o f these recu l r e :»nts snd 

i t i s assumec t h a t the i oa ru i s not compla in ing o t h i s as u n l i q u i c r t e d i n -

debtedness. I t would seem approp r ia te to say here t h a t a ' 1 o f i t s i n t e r -

corpora te indebtedness i s be in f l i q u i d s tee i n con fo rm i ty w i t h and i n advance 

o f the program presc r ibed i n saic requ i rements . F u r t h e r , i n connect ion w i t h 

i t s p r e f e r r e d stock indebtedness, Transr-merica Corpor: t i o n * s l i a b i l i t y i s 

l i m i t e d to the va lue o f t he s e c u r i t i e s pl.-cpeci v i t h the Recons t ruc t i on 
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Finance Corpora t ion t he reaga ins t a t the issue p r i c e , v i z : C50 per share . 

There i s no l i a b i l i t y beyond the va lue o f the s t o c k . I n t h i s r e g a r d , unuer 

t he terms o f the A r t i c l e s o f A s s o c i a t i o n o f the bank, as approved by t h e 

Compt ro l le r o f the Currency, we are in formed t h a t Panic of America c o u l d , 

ou t o f .ava i lab le funds , r e t i r e a l l the remain ing ou ts tand ing shares o f p r e -

f e r r e d s tock ; but t h i s i t does not choose t o do d e s p i t e the f a c t t h a t s ince 

the examinat ion preceding the issuance o f the e r . f e r r d s tock there has been 

a net increase t o d r t e i n i t s net sounc c a p i t a l s t r u c t u r e , computed on t h e 

l i x j t l i n e r ' s fo rmu la , o f approx imate ly $20,000,000, e x c l u s i v e o f p r e f e r r e d 

s t o c k . 

TTiatever the i m p l i c a t i o n s o f t h e Board 's re fe rence i n i t s te legram 

t o t h e d i r e c t and i n t e r - c o r p o r a t e indebtedness o f Transamerica Co rpo ra t i on and 

i t s s u b s i d i a r i e s con t i nu i ng u n l i q u i d a t e d i n s u b s t a n t i a l amounts, i n t h e l i g h t 

o f the f o rego ing f a c t s the-e can be no m e r i t o r i o u s c r i t i c i s m . The r e d u c t i o n 

o f $95,380,000 or i n t h e o b l i g a t i o n s o f Transamerica Co rpo ra t i on and 

i t s s u b s i d i a r i e s e x i s t i n g a t December 31, 1935, the approximate date a t which 

the p o l i c i e s o f the present management became e f f e c t i v e , even surpasses the 

program fo rmu la ted by ;he superv i so ry agenc ies , 

r h i l e the a p p l i c a t i o n f o r a v o t i n g pe rm i t was pending before the 

Board, there was correspondence between the Co rpo ra t i on and t he Board w i t h 

respect t o o b l i g a t i o n s amounting t o approx imate ly C35,000,000, a r i s i n g ou t 

o f con t rac t s which had been en tered i n t o between Bank o f America and the 

Corpora t ion . These o b l i g a t i o n s were complete ly l i q u i d a t e d about a year ago, 

T.e are no t too modest t o say t h a t accomplishments such as are 

ch ron i c l ed above, achieved under the l eade rsh ip o f Mr . A. F . G i a n n i n i , 

are p roo f o f e x t r a o r d i n a r y manager ia l c a p a b i l i t i e s and r e f l e c t p o l i c i e s 
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t h c t should be above c r i t i c i s m by s u p e r v i s o r y a u t h o r i t i e s . Te a r ; roud 

t o stand on t h a t r e c o r d . A l t o g e t h e r , r.e b e l i e v e , t l e ~ e has been no com-

parable achievement any person o r group o f persons i n t h e r h o l e recon-

s t r u c t i o n era f o l l o w i n g the d e p r c s s i o n o f t h e e a r l y t h i r t i e s . 

T R A ^ S A e r i c , c o r p o r a t i o n 
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