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490 The w i t n e s s s t a t e d h i s f u l l name as M a r r i n e r 

Stoddard E c c l e s , t h a t he i s r e s i d e n t a t Washington* B.C., 

t h a t he i s c u r r e n t l y a member o f t he Board o f Governors 

o f the F e d e r a l Reserve System and had been Chairman o f 

t he Board• He s a i d t h a t he was f i r s t a p p o i n t e d t o the 

Board l^y P r e s i d e n t Rooseve l t i n November 1934* be ing 

491 des igna ted Governor , o r c h i e f e x e c u t i v e o f f i c e r , o f the 

Board as t h e n c o n s t i t u t e d • I n accordance w i t h the 

Banking Ac t o f 1935, the Board was r e c o n s t i t u t e d on 

February 1 , 1936, a t wh ich t ime the w i t n e s s was d e s i g -

na ted as Chairman, and he c o n t i n u e d I n t h a t c a p a c i t y 

u n t i l February 1 , 1948* A l t h o u g h n o t r e d e s i g n a t e d as 

Chairman a t t h a t t ime by P r e s i d e n t Truman, the P r e s i d e n t 

n e v e r t h e l e s s reques ted h im t o s tay on the Board as a 

member• 

492 The w i t n e s s s t a t e d t h a t , i n h i s o f f i c i a l 

c a p a c i t y as a Board member and as Chairman, he had had 

occas ion t o c o n s i d e r m a t t e r s r e l a t i n g t o Transamer ica 

493 C o r p o r a t i o n . He s a i d he had known A* P. G i a n n i n i s i nce 

1916 and had become a c q u a i n t e d w i t h L . M* G i a n n i n i s i nce 

coming t o Washington, He s a i d he had had a g r e a t many 

bus iness d e a l i n g s w i t h A« P. G i a n n i n i , p e r s o n a l l y , and 
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w i t h i n s t i t u t i o n s o f w h i c h the l a t t e r was an o f f i c e r , 

and t h a t a f t e r he had come t o Wash ing ton , t h e companies 

i n w h i c h he was i n t e r e s t e d had c o n t i n u e d t o have 

bus i ness d e a l i n g s w i t h A. P. G i a n n i n i and the i n s t i t u -

t i o n s w i t h w h i c h he was a f f i l i a t e d . 

494 He s a i d t h a t h i s f a m i l y i s h e a v i l y i n t e r e s t e d 

i n t h e F i r s t S e c u r i t y C o r p o r a t i o n , a bank h o l d i n g com-

pany w h i c h owns t he F i r s t S e c u r i t y Bank o f Utah ana t h e 

F i r s t S e c u r i t y Bank o f I d a h o . Mr . E c c l e s 1 b r o t h e r s u c -

ceeded h im as p r e s i d e n t o f t h e F i r s t S e c u r i t y Bank o f 

U tah . 

He s a i d t h a t t h e F i r s t S e c u r i t y b a n k f s p r i n -

c i p a l bank ing c o n n e c t i o n s i n C a l i f o r n i a and Oregon a r e 

w i t h t h e Bank o f Amer ica and the F i r s t N a t i o n a l Bank 

o f P o r t l a n d , and t h a t t he Bank o f Amer i ca T s p r i n c i p a l 

bank ing c o n n e c t i o n s i n t he area i n w h i c h the F i r s t 

S e c u r i t y banks o p e r a t e a r e those banks , no doubt because 

t h e c o n n e c t i o n s have p r o v e n t o be s a t i s f a c t o r y and 

p r o f i t a b l e f o r b o t h g r o u p s . 

495 The w i t n e s s a l s o s a i d t h a t t he Amalgamated 

Sugar Company, a company o r g a n i z e d by h i s f a t h e r , i n 

w h i c h h i s f a m i l y i s h e a v i l y i n t e r e s t e d , and o f w h i c h he 

i s c u r r e n t l y cha i rman o f t he b o a r d , has s u b s t a n t i a l 

bank ing r e l a t i o n s w i t h t he Bank o f Amer ica i n C a l i f o r n i a 
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and t he F i r s t N a t i o n a l Bank i n P o r t l a n d . He s a i d , 

mo reove r , t h a t he had e s t a b l i s h e d these c o n n e c t i o n s 

and t h a t the r e l a t i o n s h i p has been s a t i s f a c t o r y and 

c o r d i a l . 

496 R e f e r r i n g t o h i s c a r e e r i n t he bank ing 

b u s i n e s s , t he w i t n e s s s a i d t h a t i t da ted back t o 1913• 

He was f i r s t connec ted w i t h a Logan, U tah , b a n k i n g 

company and l a t e r became d i r e c t o r and v i c e p r e s i d e n t 

i n t he Tha tcher B r o s . Banking Company, Logan, U t a h , 

i n w h i c h i n s t i t u t i o n h i s f a m i l y a c q u i r e d s u b s t a n t i a l 

s t o c k i n t e r e s t . He became d i r e c t o r o f a s m a l l bank 

a t Hyrum, Utah , and o f a n o t h e r one a t Richmond owned 

by t he same group o f p e o p l e , and was made p r e s i d e n t 

o f one o f those banks . 

497 I n 1920, t he w i t n e s s 1 s f a m i l y , wh i ch a l r e a d y 

had some h o l d i n g s i n t h e F i r s t N a t i o n a l Bank o f Ogden 

and t h e Ogden Sav ings Bank, s u b s t a n t i a l l y i n c r e a s e d 

t h e i r s t o c k ownersh ip and the w i t n e s s became p r e s i d e n t 

o f b o t h i n s t i t u t i o n s , succeed ing Mr . Browning o f t h e 

Browning guns f a m i l y , who became p r e s i d e n t o f t he Utah 

N a t i o n a l Bank. 

About 1922, Mr . Browning suggested t o t h e 

w i t n e s s t h a t t h e two banks become c o n s o l i d a t e d , t h a t 

t he w i t n e s s become p r e s i d e n t o f the c o n s o l i d a t e d bank 
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and Mr . Browning cha i rman o f t h e h o a r d , and t h i s p l a n 

was c a r r i e d o u t . Mr . O r v a l W. Adams was e x e c u t i v e v i c e 

p r e s i d e n t o f t h e c o n s o l i d a t e d i n s t i t u t i o n . 

498 S h o r t l y t h e r e a f t e r , Mr . Adams l e f t t he i n s t i -

t u t i o n and t he w i t n e s s ' s b r o t h e r , George S. E c c l e s , was 

e l e c t e d an o f f i c e r . The w i t n e s s s a i d t h a t he had sub-

s t a n t i a l o t h e r bus iness t o l o o k a f t e r and devo ted o n l y 

a s m a l l p a r t o f h i s t ime t o t he bank ing b u s i n e s s , b u t 

a f t e r Mr . Adams1 d e p a r t u r e , he f o r a t i m e m a i n t a i n e d an 

o f f i c e i n the bank . He c o n t i n u e d t o have i n t e r e s t s i n 

t he Tha tche r bank , t he Hyrum bank , and the Richmond 

bank , and a c q u i r e d an i n t e r e s t i n a bank i n M o n t p e l i e r , 

I d a h o . 

Meanwh i l e , M r . Browning had d i e d and h i s son, 

M a r r i n e r B rown ing , assumed d i r e c t i o n o f the Browning 

499 i n t e r e s t s . Banks were purchased a t B l a c k f o o t , I d a h o , 

and Rock S p r i n g s , Wyoming, and t h e r e were o t h e r r e q u e s t s 

f o r e s t a b l i s h i n g banks o r p u r c h a s i n g banks because t h e r e 

had been a g r e a t bank ing m o r t a l i t y a f t e r t he F i r s t Wor ld 

War, p a r t i c u l a r l y i n I d a h o . 

About t h i s t i m e , t he w i t n e s s s a i d he gave con -

s i d e r a t i o n t o t h e q u e s t i o n o f f u r t h e r expanding o r 

c o n f i n i n g h i s i n t e r e s t t o one bank . He d i s c u s s e d t he 

m a t t e r w i t h Mr . Brown ing and i t was dec ided t h a t expans ion 
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wou ld be j u s t i f i e d i f s u f f i c i e n t banks c o u l d be a c q u i r e d 

t o s u p p o r t t he overhead o f c r e d i t i n s p e c t i o n and a u d i t 

i n s p e c t i o n t h a t wou ld be needed, 

500 Mr . E. G. B e n n e t t , a banker o f Idaho F a l l s , 

I d a h o , hav i ng been approached t o come w i t h t he o r g a n i z a -

t i o n as v i c e p r e s i d e n t and g e n e r a l manager, became 

i n t e r e s t e d i n t h e p r o p o s i t i o n , and i t was f i n a l l y d e c i d e d 

t o go ahead w i t h t h e expans ion p rog ram. Mr . B e n n e t t ' s 

bank was a c q u i r e d , as w e l l as a bank a t Anderson F a l l s , 

a bank a t P o c a t e l l o , and t h r e e banks i n t he Shoshone 

s e c t i o n o f I d a h o . W i t h t h i s n u c l e u s , t h e bank h o l d i n g 

company known as F i r s t S e c u r i t y C o r p o r a t i o n was f o rmed . 

F u r t h e r expans ion o c c u r r e d f rom t i m e t o t ime u n t i l t h e 

bank h o l i d a y , t he F i r s t S e c u r i t y C o r p o r a t i o n h a v i n g a 

t o t a l o f 28 banks i n U tah and I d a h o . 

A f t e r t he bank h o l i d a y , b ranch bank ing was 

a u t h o r i z e d by the l e g i s l a t u r e s o f Idaho and Utah. 

Thereupon, t he banks i n Idaho were p u t i n t o a b r a n c h 

bank ing o r g a n i z a t i o n and the Utah banks were formed i n t o 

501 two b r a n c h sys tems. (The w i t n e s s s a i d : t ? I have been 

an advoca te f o r a good many y e a r s , l i k e Mr . G i a n n i n i , 

o f l i m i t e d b ranch b a n k i n g . ! t ) The b ranch i n s t i t u t i o n s 

i n Utah were the F i r s t N a t i o n a l Bank o f S a l t Lake w i t h 

two b r a n c h e s , and F i r s t S e c u r i t y Bank o f Ogden w i t h 
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t h r e e b ranches . I n May o f 1943, t hose two I n s t i t u t i o n s 

were merged i n t o t he F i r s t S e c u r i t y Bank o f U tah , l e a v -

i n g b u t one b ranch bank system i n U tah . The w i t n e s s 

s a i d t h a t , d u r i n g t h e t ime t h a t t hese o r g a n i z a t i o n s were 

be ing fo rmed and a c q u i r e d , he was d e v o t i n g h a l f o f h i s 

t ime t o t h e bank ing b u s i n e s s . 

502 A d v e r t i n g t o matters r e l a t e d t o T ransamer ica 

C o r p o r a t i o n w h i c h came under c o n s i d e r a t i o n by the w i t -

ness as a member o f t he F e d e r a l Reserve Board , he 

s t a t e d t h a t h i s a t t e n t i o n was f i r s t d i r e c t e d t o t h e 

C o r p o r a t i o n r i g h t a f t e r he became a member o f t he Boa rd . 

The Bank ing A c t o f 1933 p l a c e d c e r t a i n r e g u l a t o r y power 

w i t h r e f e r e n c e t o bank h o l d i n g companies i n t h e Board 

o f G o v e r n o r s , i n accordance w i t h w h i c h i t was necessary 

t h a t bank h o l d i n g companies o b t a i n v o t i n g p e r m i t s t o 

503 v o t e t h e s t o c k o f a f f i l i a t e d o r s u b s i d i a r y banks. 

T ransamer ica C o r p o r a t i o n made a p p l i c a t i o n f o r a v o t i n g 

p e r m i t i n 1933 and t he p e r m i t was i s s u e d i n 1937. 

504 The w i t n e s s s t a t e d t h a t t he s u b j e c t o f t he 

expans ion o f T ransamer i ca C o r p o r a t i o n f i r s t came o f f i -

c i a l l y t o h i s a t t e n t i o n i n January 1933. A t t h a t t i m e , 

t h e r e was a meet ing c a l l e d by Mr . Morgenthau a t t he 

T r e a s u r y , f o l l o w e d by s e v e r a l o t h e r con fe rences f o r t h e 

purpose o f c o n s i d e r i n g bank h o l d i n g company l e g i s l a t i o n . 
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The w i t n e s s s a i d t h a t he d i d n o t i n i t i a t e those c o n f e r -

505 ences b u t t h o u g h t t h a t t h e y were i n s t i g a t e d i n t he f i r s t 

i n s t a n c e by M r . C row ley , Chairman o f t h e F . D . I . C . A t 

506 these m e e t i n g s , t h e s u b j e c t o f T ransamer i ca C o r p o r a t i o n 

i n r e l a t i o n t o t he bank h o l d i n g company p rob lem was t h e 

p r i n c i p a l d i s c u s s i o n . These mee t ings r e s u l t e d i n t h e 

i n t r o d u c t i o n o f a bank h o l d i n g company b i l l i n t he s p r i n g 

o f 1938 and t h e P r e s i d e n t o f t he U n i t e d S t a t e s made a 

s ta temen t v e r y c r i t i c a l o f bank h o l d i n g companies and 

p o i n t i n g o u t t h e need o f e n f o r c i n g t h e i r l i q u i d a t i o n . 

507 The Board*s s o l i c i t o r showed t h e w i t n e s s a 

p h o t o s t a t i c copy o f a document e n t i t l e d " E x c e r p t f r o m 

the P r e s i d e n t ' s Message" , d a t e d A p r i l 2 9 , 1938, and t h e 

w i t n e s s i n d i c a t e d t h a t t h i s was t h e message he had i n 

m ind . Counse l read i n t o t h e r e c o r d t h e f o l l o w i n g q u o t a -

t i o n f r o m t h i s document: 

"Bank H o l d i n g Companies: I t i s h a r d l y n e c e s -

sary t o p o i n t o u t t h e g r e a t economic power t h a t m i g h t 

be w i e l d e d by a group w h i c h may succeed i n a c q u i r i n g 

d o m i n a t i o n ove r bank ing r e s o u r c e s i n any c o n s i d e r a b l e 

a rea o f t h e c o u n t r y . Tha t power becomes p a r t i c u l a r l y 

dangerous when i t i s e x e r c i s e d f r om a d i s t a n c e , and 

n o t a b l y so when e f f e c t i v e c o n t r o l i s m a i n t a i n e d w i t h o u t 

t he r e s p o n s i b i l i t i e s o f comp le te o w n e r s h i p . 
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rfWe have seen t he m u l t i p l i e d e v i l s w h i c h have 

a r i s e n f r o m the h o l d i n g company system i n t he case o f 

p u b l i c u t i l i t i e s , where a s m a l l m i n o r i t y ownersh ip has 

been a b l e t o domina te a f a r - f l u n g sys tem, 

!,We do n o t want those e v i l s r epea ted i n t h e 

bank ing f i e l d , and we shou ld t a k e s t e p s now t o see t h a t 

they a r e n o t . 

R I t i s n o t a s u f f i c i e n t assurance a g a i n s t t h e 

f u t u r e t o say t h a t no g r e a t e v i l has y e t r e s u l t e d f r om 

h o l d i n g company o p e r a t i o n s i n t h i s f i e l d . The p o s s i b i l -

i t i e s o f g r e a t harm a r e i n h e r e n t i n t he s i t u a t i o n . 

f t I recommend t h a t t h e Congress enac t a t t h i s 

s e s s i o n l e g i s l a t i o n t h a t w i l l e f f e c t i v e l y c o n t r o l t h e 

o p e r a t i o n o f bank h o l d i n g companies; p r e v e n t h o l d i n g 

companies f rom a c q u i r i n g c o n t r o l o f any more banks , 

d i r e c t l y o r i n d i r e c t l y ; p r e v e n t banks c o n t r o l l e d by h o l d 

i n g companies f r o m e s t a b l i s h i n g any more b ranches ; and 

make i t ; i l l e g a l f o r a h o l d i n g company, o r any c o r p o r a -

t i o n o r e n t e r p r i s e i n w h i c h i t i s f i n a n c i a l l y i n t e r e s t e d 

t o bo r row f r o m , o r s e l l s e c u r i t i e s t o , a bank i n w h i c h 

i t h o l d s s t o c k . 

W I recommend t h a t t h i s bank l e g i s l a t i o n make 

p r o v i s i o n f o r t h e g r a d u a l s e p a r a t i o n o f banks f r o m h o l d -

i n g company c o n t r o l o r o w n e r s h i p , a l l o w i n g a r e a s o n a b l e 
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t i m e f o r t h i s accompl i shment — t i m e enough f o r i t t o 

be done i n an o r d e r l y manner and w i t h o u t caus ing i n c o n -

v e n i e n c e t o communi t ies se rved by h o l d i n g company b a n k s . " 

509 The w i t n e s s s a i d t h a t he d i d n o t approve t h e 

b i l l i n t r o d u c e d i n 1938, wh i ch i n v o l v e d a " d e a t h sen -

t e n c e " f o r h o l d i n g companies, and he so expressed h i m -

s e l f t o M r . Jones , M r . C row ley , Morgen thau , v a r i o u s 

s t a f f peop le p r e s e n t a t t h e m e e t i n g s , and t o P r e s i d e n t 

R o o s e v e l t . He s a i d i t was h i s o p i n i o n t h a t a " f r e e z e " 

b i l l o r a r e g u l a t o r y b i l l wou ld be much b e t t e r and ade -

qua te so f a r as t h e g e n e r a l p u b l i c i n t e r e s t was concerned . 

510 The w i t n e s s p o i n t e d o u t p r a c t i c a l d i f f i c u l t i e s 

f o r t h e l i q u i d a t i o n o f banks owned by a bank h o l d i n g com-

pany , say ing t h a t , i n some i n s t a n c e s , i t wou ld be impos -

s i b l e t o s e l l t h e s t o c k o f t he banks l o c a l l y . He made 

t h e f o l l o w i n g s t a t e m e n t : 

511 "Of c o u r s e , I was a b e l i e v e r i n b ranch b a n k i n g 

and had t h e r e been an adequate b r a n c h bank ing b i l l t o 

t a k e ca re o f t h e s i t u a t i o n , t h e h o l d i n g company c o u l d 

have been l i q u i d a t e d i n t o b ranch b a n k i n g — c o u l d have 

been l i q u i d a t e d and a s u b s t i t u t e b r a n c h bank ing c o u l d 

have been p u t i n i t s p l a c e . . . . There was a n o t h e r way 

t h a t a h o l d i n g company c o u l d have c a r r i e d o u t t h e l i q u i -

d a t i o n . That wou ld have been, o f c o u r s e , t o pay o u t t o 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Pagje 

the s t o c k h o l d e r s o f t h e h o l d i n g company t h e s t o c k o f t h e 

s u b s i d i a r y banks , b u t I p o i n t e d o u t t h a t where t h e r e were 

thousands and thousands o f s t o c k h o l d e r s , as was t he case 

i n T r a n s a m e r i c a , f o r i n s t a n c e , o r i n t hese No r t hwes t 

banks , t h a t t o pay o u t t h a t s t o c k t o t h e s t o c k h o l d e r s 

wou ld mean t h a t some bank ove r i n N o r t h Dakota — a u n i t 

bank — o r Montana o r Iowa o r M inneso ta wou ld be owned 

by those thousands and thousands o f s t o c k h o l d e r s f a r 

removed f r o m t h e l o c a l bank and t h a t y o u wou ld have had 

a s i t u a t i o n where y o u wou ld n o t have had a r e s p o n s i b l e 

ownersh ip and , t h e r e f o r e , y o u wou ld have had d i f f i c u l t y 

g e t t i n g a r e s p o n s i b l e management i f y o u had t r i e d t o 

l i q u i d a t e t h r o u g h t h a t means, and t h a t wou ld n o t have 

w e l l se rved t h e p u b l i c . w 

512 He s a i d t h a t r e g u l a t i o n t o c o n t r o l expans ion 

wou ld a d e q u a t e l y meet t h e s i t u a t i o n . 

513 He s a i d t h a t h i s p o s i t i o n was p a r t l y p r e d i c a t e d 

on h i s knowledge o f t he T ransamer i ca s i t u a t i o n . "The 

whole p rogram was deve loped as a r e s u l t o f what had been 

c o n s i d e r e d a dangerous and an u n j u s t i f i a b l e expans ion o f 

T ransamer i ca . As a m a t t e r o f f a c t , t h a t was t h e o n l y 

h o l d i n g company i n t h e p i c t u r e t h a t had had any expans ion 

s i n c e t h e bank h o l i d a y . I t h i n k I p o i n t e d o u t a t t h a t 

t ime t h a t , i n o r d e r t o g e t a t t h a t one s i t u a t i o n t h a t 
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wou ld p u t what seemed t o me p u n i t i v e l e g i s l a t i o n f o r 

a l l t h e h o l d i n g companies when, as a m a t t e r o f f a c t , 

t h e r e had n o t been e x p a n s i o n b u t t h e r e had a c t u a l l y 

been a c o n t r a c t i o n o f h o l d i n g companies t h r o u g h o u t 

t he U n i t e d S t a t e s , w i t h t h e e x c e p t i o n o f t h e T r a n s -

amer i ca s i t u a t i o n . w 

515 A d v e r t i n g t o t h e r e l a t i o n s o f t h e G i a n n i n i s 

w i t h t h e Wash ing ton s u p e r v i s o r y a g e n c i e s , t he w i t n e s s 

s t a t e d t h a t , i n t h e f a l l o f 1938, d u r i n g h i s absence 

f r om Wash ing ton , M r . Ransom, V i ce Chai rman o f t he 

Board , a t t e n d e d a mee t i ng c a l l e d by t h e S e c r e t a r y o f 

t he T reasu ry a t w h i c h he was a d v i s e d t h a t t h e C o m p t r o l l e r 

o f t he Cur rency was send ing a t e l e g r a m t o t he Bank o f 

Amer ica w i t h r e f e r e n c e t o t h e i r c o n d i t i o n and t h e 

need f o r d i s c o n t i n u i n g t h e payment o f a l l d i v i d e n d s 

i m m e d i a t e l y . The w i t n e s s s a i d he l e a r n e d about i t 

a f t e r t h e even t e i t h e r by w i r e o r t e l e p h o n e , t h a t he 

had no knowledge o f t he i n t e n d e d a c t i o n , and t h a t i t 

came as somewhat o f a shock t o h im and t o o t h e r members 

o f t he Board . 

516 F o l l o w i n g t h e send ing o f t h e t e l e g r a m , Mr . 

Ransom p a r t i c i p a t e d i n v a r i o u s d i s c u s s i g n s w i t h t h e 

Treasury Depar tment because t h e r e was some s u g g e s t i o n 
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t h a t t h e C o m p t r o l l e r o f t h e Cur rency m i g h t f i l e f o r m a l 

c o m p l a i n t w i t h t he Board under S e c t i o n 30 , wh i ch wou ld 

r e q u i r e t h e Board t o conduc t h e a r i n g s f o r t he purpose 

o f d e t e r m i n i n g whe the r o r n o t j u s t cause appeared f o r 

remov ing an o f f i c e r o r a d i r e c t o r f r o m a bank. 

The w i t n e s s s a i d t h a t , i n a d d i t i o n t o t h e 

i n f o r m a t i o n w h i c h came t o h im t h r o u g h Board c h a n n e l s , 

he r e c e i v e d a l e t t e r f r o m A* P« G i a n n i n i , e n c l o s i n g a 

copy o f t h e t e l e g r a m t h e Bank had r e c e i v e d , t o g e t h e r 

w i t h i t s r e p l y t o t h e C o m p t r o l l e r . A t t h i s p o i n t , t h e 

w i t n e s s i d e n t i f i e d documents shown t o h im by the 

Board*s s o l i c i t o r as b e i n g the l e t t e r and e n c l o s u r e s 

t o w h i c h he r e f e r r e d . They were r e c e i v e d i n ev idence 

513 as Board 1 s E x h i b i t 32 . 

519 The w i t n e s s s a i d t h a t he d i d n o t r e c a l l d i s -

c u s s i n g t he m a t t e r w i t h t he T reasu ry o r t h e C o m p t r o l l e r s 

o f f i c e i m m e d i a t e l y a f t e r b e i n g a p p r i s e d o f t h e c o n t r o -

v e r s y , i t b e i n g t h e f e e l i n g o f t he Board t h a t i t shou ld 

n o t p a r t i c i p a t e i n t he d i s c u s s i o n s be ing had among t h e 

T r e a s u r y , t h e C o m p t r o l l e r , and t h e F . D . I . C . , i n v i e w 

o f t h e p o s s i b i l i t y o f t h e S e c t i o n 30 case. L a t e r , 

however , t he Board s e n t a commun ica t ion t o t h e S e c r e t a r y 

o f t h e T reasu ry p o i n t i n g o u t t he i n a d v i s a b i l i t y o f a 

S e c t i o n 30 case . S e v e r a l communicat ions were r e c e i v e d 
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"by the w i t n e s s f r o m the G i a n n i n i s i n l a t e 1938 and t he 

s p r i n g and summer o f 1939. He a l s o s a i d t h a t he had 

s e v e r a l p e r s o n a l mee t ings w i t h L . M. G i a n n i n i who, 

f e e l i n g t h a t t h e r e was a p r e j u d i c e on t he p a r t o f 

Morgenthau and C row ley , t r i e d t o persuade t he Board t o 

t ake over t h e m a t t e r . He s a i d t h a t , i n t h e y e a r f o l -

l o w i n g t h e send ing o f t h e a f o r e m e n t i o n e d w i r e , t h e 

G i a n n i n i s had been unab le t o g e t any s a t i s f a c t i o n o u t 

o f t he T r e a s u r y , t h e C o m p t r o l l e r ' s o f f i c e . He s a i d he 

r e f e r r e d t o t h e T reasu ry and t h e C o m p t r o l l e r because 

t he C o m p t r o l l e r i s a bureau o f t h e T r e a s u r y , and i n 

t h i s case , t h e S e c r e t a r y o f t h e T r e a s u r y , h i m s e l f , was 

i n t e r e s t e d and t h e Genera l Counse l o f t he T reasu ry was 

p e r s o n a l l y v e r y a c t i v e i n c o n n e c t i o n w i t h t h e p o l i c y 

o f the C o m p t r o l l e r ' s o f f i c e and was u n d e r t a k i n g and 

l a r g e l y making t h e p o l i c y and t he p rogram. 

522 I n t h e f a l l o f 1939, t h e G i a n n i n i s suggested 

t h a t t he Board make i t s own e x a m i n a t i o n o f t h e Bank o f 

Amer ica because they were c o n s i d e r i n g t h e a d v i s a b i l i t y 

o f c o n v e r t i n g t h e Bank o f Amer ica f rom a n a t i o n a l bank 

i n t o a s t a t e b a n k , and wanted membership i n t h e F e d e r a l 

Reserve System. Thus they wou ld be a b l e t o g e t away 

f rom t h e s u p e r v i s i o n o f t h e C o m p t r o l l e r and t h e 

523 S e c r e t a r y . The w i t n e s s s a i d t h a t t h e Board d i d n o t 
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want t o u n d e r t a k e a s p e c i a l e x a m i n a t i o n b u t , under t h e 

p ressu re o f t h e G i a n n i n i s t h a t t h e Board make a s e p a r a t e 

and independen t e x a m i n a t i o n and a d v i s e them whe ther t hey 

wou ld be a c c e p t e d as a s t a t e member bank , t he Board con -

c l uded t h a t i t s h o u l d i n t e r v e n e i n t he m a t t e r . 

A c c o r d i n g l y , t h e w i t n e s s c a l l e d on Mr . 

Morgenthau, S e c r e t a r y o f t h e T r e a s u r y , t a k i n g w i t h h im a 

memorandum t h a t wou ld enab le h i m t o s t a t e f u l l y and 

a c c u r a t e l y t h e v iews o f t h e Board as t o why i t f e l t i t 

had some r e s p o n s i b i l i t y i n t he m a t t e r and s h o u l d i n t e r -

vene and p a r t i c i p a t e w i t h o t h e r agenc ies i n s e e i n g 

whether o r n o t an am icab le a d j u s t m e n t and s e t t l e m e n t o f 

t he d i f f i c u l t i e s c o u l d be b r o u g h t a b o u t . T h e r e a f t e r , 

t he w i t n e s s and Governor McKee r e p r e s e n t e d t h e Board i n 

con fe rences o r d i s c u s s i o n s h e l d w i t h t he o t h e r a g e n c i e s . 

524 I n t h e s p r i n g o f 1940* t h e w i t n e s s s a i d t h e 

C o m p t r o l l e r f i l e d a show-cause a c t i o n as t o why t he 

C o m p t r o l l e r s h o u l d n o t p u b l i s h t h e e x a m i n a t i o n r e p o r t 

o f t he Bank o f Amer i ca . About t h i s t i m e , Mr . Cush ing , 

an a t t o r n e y f o r t h e G i a n n i n i s , came i n t o t h e p i c t u r e . 

525 The p u b l i c a t i o n o f t h e show-cause o r d e r was 

c o n t r a r y t o t he a d v i c e o f t h e Board as w e l l as o f Mr . 

Jones and o t h e r s . The G i a n n i n i s i g n o r e d t h e show-cause 

o r d e r and a p p a r e n t l y t h e C o m p t r o l l e r was f i n a l l y 
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u n w i l l i n g t o t ake t h e r e s p o n s i b i l i t y o f p u b l i s h i n g t h e 

e x a m i n a t i o n r e p o r t . The i d e a grew o u t o f c o n v e r s a t i o n s 

between M r . Cushing and t h e Board t h a t i t shou ld be 

p o s s i b l e f o r r e a s o n a b l e peop le t o g e t a round a t a b l e 

and come t o a s e t t l e m e n t o r agreement . Mr . Cushing 

a s c e r t a i n e d t h a t t h e G i a n n i n i s wou ld be w i l l i n g t o p a r -

t i c i p a t e i n such a c o n f e r e n c e and i t was t he w i t n e s s ! s 

b e l i e f t h a t t h e Board was r e s p o n s i b l e f o r g e t t i n g t h e 

C o m p t r o l l e r and o t h e r agenc ies t o ag ree t o h o l d i n g 

such a con fe rence as a b a s i s f o r d i s c u s s i o n , w i t h t h e 

C o m p t r o l l e r s u b m i t t i n g a program f o r t he s e t t l e m e n t 

o f t he c r i t i c i s m s t h a t had been d i r e c t e d a g a i n s t t h e 

Bank. 

526 The C o m p t r o l l e r r s program was d i s c u s s e d a t 

numerous mee t ings a t w h i c h Governor McKee and t h e 

w i t n e s s r e p r e s e n t e d t h e Board . The con fe rences were 

h e l d i n t h e o f f i c e o f U n d e r s e c r e t a r y o f t he T reasu ry 

B e l l , and Ed F o l e y , t he T reasury l a w y e r , P r e s t o n D e l a n o , 

C o m p t r o l l e r o f t h e C u r r e n c y , Cyrus Upham, Deputy 

C o m p t r o l l e r , Leo C r o w l e y , Chairman o f t h e F . D . I . C . , 

and Mr . Jones o f t h e R # F .C . were o t h e r s who were 

p r e s e n t o r r e p r e s e n t e d . 

As a r e s u l t o f t h e c o n f e r e n c e s , a program 

was worked o u t t h a t c a l l e d f o r c e r t a i n a d j u s t m e n t s , 
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c e r t a i n p o l i c i e s w i t h r e f e r e n c e t o t h e o p e r a t i o n o f 

t he Bank. The w i t n e s s s a i d t h a t he had t a k e n t h e 

527 p o s i t i o n , c o n c u r r e d i n by the Boa rd , t h a t t he Bank 

s h o u l d n o t be r e q u i r e d t o d i s c o n t i n u e the payment o f 

d i v i d e n d s f o r the reason t h a t T ransamer ica C o r p o r a -

t i o n depended t o a c o n s i d e r a b l e e x t e n t upon t h e 

r e c e i p t o f t hose d i v i d e n d s f o r t h e payments o f i t s 

d i v i d e n d s . M o r e o v e r , t he e f f e c t o f an i n s t i t u t i o n 

o f t h i s s i z e i n t he y e a r 1940 d i s c o n t i n u i n g i t s d i v i -

dends o r s u b s t a n t i a l l y r e d u c i n g d i v i d e n d s when o t h e r 

banks were p a y i n g o r i n c r e a s i n g d i v i d e n d s wou ld h u r t 

t h e bank and make i t more d i f f i c u l t t o meet t he 

r e q u i r e m e n t s o f t h e C o m p t r o l l e r . 

I t was c o n s i d e r e d by a l l o f t he b a n k i n g 

a u t h o r i t i e s t h a t t he c a p i t a l and s u r p l u s o f t h e Bank 

were e n t i r e l y i nadequa te i n r e l a t i o n t o t h e d e p o s i t s 

and the c o n d i t i o n o f some o f t h e i r a s s e t s . The 

w i t n e s s s a i d t h a t t he Bank had what was c o n s i d e r e d a t 

t h a t t i m e s u b s t a n t i a l l o s s e s , d o u b t f u l p a p e r . The 

bond accoun t was w r i t t e n up t o s u b s t a n t i a l premiums, 

o r , a t l e a s t , t h e p r o f i t on t h e bonds was b e i n g t a k e n 

when the bonds were s o l d and r e p l a c e d i n t h e p o r t f o l i o 

by the same o r e q u i v a l e n t bonds purchased a t t he 

premium p r i c e . 
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F i n a l l y , t h e Bank o f Amer ica agreed t o i s s u e 

a s u b s t a n t i a l amount o f p r e f e r r e d s t o c k i n o r d e r t o 

o b t a i n new c a p i t a l . "They t o o k t he p o s i t i o n t h a t t hey 

c o u l d n ' t s e l l t o t he p u b l i c . As I r e c a l l , t hey may 

have t h o u g h t they c o u l d s e l l t o t he p u b l i c some s t o c k , 

b u t , a t l e a s t , i t l a t e r deve loped t h a t t hey c o u l d n ' t 

s e l l enough s t o c k t o t he p u b l i c , a t l e a s t a t t h i s t i m e , 

and so they ag reed — I t h i n k they ag reed t o s e l l s t o c k 

t o the R e c o n s t r u c t i o n F inance C o r p o r a t i o n — p r e f e r r e d 

s t o c k . The Bank r e f u s e d t o s e l l s t o c k t o t h e R e c o n s t r u c -

t i o n F inance C o r p o r a t i o n . They p r e f e r r e d t o have T r a n s -

a m e r i c a , t h e h o l d i n g company, s e l l t h e s t o c k t o t he 

R e c o n s t r u c t i o n F inance C o r p o r a t i o n , T ransamer ica a g r e e -

i n g t o p u t t h i s money f r o m t he s a l e o f t he s t o c k t o 

t he R e c o n s t r u c t i o n F inance C o r p o r a t i o n i n t h e b a n k . " 

He s a i d t h a t t h a t was done and the agreement was c a r r i e d 

o u t . 

530 The w i t n e s s s a i d t h a t , f o l l o w i n g the agreement , 

he exchanged l e t t e r s w i t h M r . L . M. G i a n n i n i , P r e s i d e n t 

o f t he Bank o f Amer ica N . T . & S .A . F o l l o w i n g an i d e n t i -

f i c a t i o n by t he w i t n e s s , t h e B o a r d ' s s o l i c i t o r r ead i n t o 

t he r e c o r d a l e t t e r w r i t t e n by the w i t n e s s t o Mr . L* M. 

G i a n n i n i , da ted March 2 2 , 1940, and M r . G i a n n i n i ' s r e p l y , 

da ted A p r i l 1 , 1940• Mr . E c c l e s ' l e t t e r read as f o l l o w s : 
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"Dear M a r i o : I t wou ld seem t h a t one can 

s a f e l y assume t h a t s u b s t a n t i a l l y a l l t he h u r d l e s b a r -

r i n g t he r oad t o a f i n a l s a t i s f a c t i o n o f t h e i s s u e s 

between t h e Bank o f Amer ica N . T . & S .A . and t he 

o f f i c e o f t h e C o m p t r o l l e r o f t h e Cur rency have been 

s u c c e s s f u l l y n e g o t i a t e d . For t h a t r e a s o n , I t h i n k 

i t i s an a p p r o p r i a t e t ime f o r me t o express t o y o u 

my p e r s o n a l g r a t i f i c a t i o n a t what appears t o be a 

v e r y f a i r and w o r k a b l e p rog ram, and I m i g h t add, one 

wh i ch comes o u t a t the end p o i n t t h a t I f e l t a l l t h e 

way a l o n g was t h e r e a l o b j e c t i v e t o be a t t a i n e d . 

" T h i s be ing so , I am doub l y g r a t i f i e d a t 

wha tever c o n t r i b u t i o n I was a b l e t o make toward t h e 

s u c c e s s f u l c o n c l u s i o n o f t h e n e g o t i a t i o n s . 

"One v e r y i m p o r t a n t e lement i n t he success 

o f t he m a t t e r , and w i t h o u t w h i c h t he d i s c u s s i o n s m i g h t 

have ended i n an impasse, was t he f a i r and tempera te 

a t t i t u d e o f y o u r s e l f and M r . Cushing d u r i n g t h e e n t i r e 

course o f t h e d i s c u s s i o n s . I d o n f t b e l i e v e t h a t two 

b e t t e r r e p r e s e n t a t i v e s c o u l d have been s e l e c t e d under 

a l l the c i r c u m s t a n c e s . T h i s tempera te a t t i t u d e i s 

a l s o v i t a l t o t h e a c t u a l pe r fo rmance o f t h e agreed 

program and I am p leased t o n o t e t h a t t h e s t a t e m e n t 

you i s s u e d f o l l o w i n g the d i r e c t o r s 1 mee t i ng l a s t week, 

c o n t i n u e d t h i s f a i r and u n c r i t i c a l a t t i t u d e . 
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"Fu r t he rmore , I t h i n k i t was a w ise d e c i s i o n 

t o p u b l i c i z e t he agreement , as i t was bound t o become 

a m a t t e r o f p u b l i c i n f o r m a t i o n i n any event and f u l l 

p u b l i c i t y f o l l o w i n g the meet ing p reven ted the c i r c u l a -

t i o n o f rumors and i n a c c u r a t e s ta tements and i n t e r p r e -

t a t i o n s on the p a r t o f the p r e s s . 

" I s i n c e r e l y t r u s t t h a t t he g r a t i f i c a t i o n I 

have expressed above, w i t h r e f e r e n c e t o m a t t e r s wh i ch 

a re now i n the p a s t , w i l l be exper ienced i n the f u t u r e 

w i t h r e f e r e n c e t o the v a r i o u s mat te rs t h a t l i e i n the 

f i e l d o f per formance r a t h e r t han n e g o t i a t i o n . And I 

f e e l c o n f i d e n t t h a t t h i s w i l l p rove t o be the case. 

" W i t h k i n d e s t p e r s o n a l r e g a r d s , I am 

Yours s i n c e r e l y , M. S. E c c l e s , Cha i rman. " 

L . M. G i a n n i n i f s r e p l y was as f o l l o w s : 

533 "Mr . M a r r i n e r S. E c c l e s , Chairman o f Board 

o f Governors , F e d e r a l Reserve System, Washington, D . C . , 

Dear M a r r i n e r ; 

"You were ve ry n i c e indeed t o send me you r 

l e t t e r o f March 22 and I a p p r e c i a t e t h e t h o u g h t f u l n e s s 

t h a t prompted i t . 

" D e s p i t e the unp leasan t c i rcumstances under 

wh ich the conferences i n Washington were h e l d , I 

en joyed them because they renewed a g a i n my con f i dence 
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i n some o f t he persons r e s p o n s i b l e f o r a d m i n i s t e r i n g 

our i m p o r t a n t g o v e r n m e n t a l a c t i v i t i e s . As a r e s u l t 

o f t h e c o n f e r e n c e s , I f e e l t h a t I came t o know y o u 

and John McKee b e t t e r and t o a p p r e c i a t e the b r e a d t h 

and soundness o f y o u r v iews and t h e f a c t t h a t no p e r -

s o n a l i t i e s e n t e r e d i n t o t he f o r m a t i o n o f y o u r o p i n i o n 

ana the r e n d e r i n g o f y o u r j udgmen ts . I know t h a t 

b o t h o f you d i d v e r y c o n s t r u c t i v e work i n b r i n g i n g 

abou t a s o l u t i o n o f t h e p e r p l e x i n g p rob lem t h a t had 

d e v e l o p e d . 

t f I know, t o o , t h a t L a r r y C l a y t o n and I r a 

C l e r k had much t o do i n t h i s m a t t e r i n a c o n s t r u c t i v e 

way. 

" W i l l y o u express t o L a r r y and John , and 

a c c e p t f o r y o u r s e l f , my s i n c e r e a p p r e c i a t i o n and 

k i n d e s t r e g a r d s . S i n c e r e l y y o u r s , M a r i o . " 

540 Upon f u r t h e r q u e s t i o n i n g , t he w i t n e s s s t a t e d 

a g a i n t h a t T ransamer i ca s o l d p r e f e r r e d s t o c k t o t h e 

R . F . C . and f u r n i s h e d t he funds t o t h e Bank o f Amer ica 

because t h e Bank o f Amer ica peop le were n o t w i l l i n g 

t o s e l l p r e f e r r e d s t o c k t o the R . F . C . d i r e c t l y , and 

so i t was agreed t h a t t h e money wou ld be f u r n i s h e d by 

t he R .F .C . t o T ransamer i ca and t h a t T ransamer i ca , i n 

t u r n , wou ld p r o v i d e c a p i t a l t o t h e Bank o f A m e r i c a . 
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The w i t n e s s s a i d he r e c a l l e d some ar rangements t h a t 

were under way f o r t he Bank t o o b t a i n t h e new c a p i t a l 

f r om t h e m a r k e t • The s u p e r v i s o r y a u t h o r i t i e s were 

i n t e r e s t e d o n l y t h a t t h e Bank g e t new c a p i t a l i n 

accordance w i t h the agreement w i t h t h e C o m p t r o l l e r , 

and were n o t i n t e r e s t e d i n t he s o u r c e . The w i t n e s s 

s a i d t h a t new c a p i t a l was t h e o n l y means by w h i c h t h e 

Bank c o u l d c o n t i n u e d i v i d e n d s ( w h i c h , t he w i t n e s s 

ag reed , was a d e s i r a b l e t h i n g t o do) and a t t h e same 

t i m e , c a r r y o u t i t s o t h e r commitments. 

542 The w i t n e s s s a i d t h a t back o f t he e n t i r e 

d i f f i c u l t y between t h e Government and t h e G i a n n i n i s 

was what was c o n s i d e r e d e x c e s s i v e e x p a n s i o n on t h e 

p a r t o f t h e G i a n n i n i s . He s a i d t h a t t h e m a t t e r o f 

expans ion was d i s c u s s e d t o a c o n s i d e r a b l e e x t e n t among 

Mar io G i a n n i n i , Mr . Cush ing , Governor McKee, t he w i t -

ness , and o t h e r peop le who worked upon t h e 1940 a g r e e -

ment . 

543 Respec t i ng an u n d e r s t a n d i n g w i t h Mr . G i a n n i n i , 

t he w i t n e s s s a i d : "The re was an u n d e r s t a n d i n g reached 

t h a t any f u r t h e r e x p a n s i o n wou ld n o t be u n d e r t a k e n 

w i t h o u t a p p r o v a l by t h e r e g u l a t o r y a g e n c i e s , t hose 

charged w i t h r e s p o n s i b i l i t y , and t h a t was p r i m a r i l y 

t he b a s i s f o r t h e agreement o f s e t t l e m e n t t h a t was 
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u n d e r t a k e n . W i t h o u t such an u n d e r s t a n d i n g , t h e e f f o r t 

wou ld have r e a l l y been somewhat m e a n i n g l e s s . " 

The s u b j e c t o f T ransamer i ca bank expans ion 

a g a i n came t o t h e w i t n e s s ! s a t t e n t i o n i n t h e s p r i n g o f 

1941 i n c o n n e c t i o n w i t h an o p t i o n by T ransamer ica t o 

buy the Temple C i t y N a t i o n a l Bank. He s a i d t h a t Temple 

C i t y was a n a t i o n a l bank and Transamer ica was c o n s i d e r -

i n g i t s c o n v e r s i o n i n t o a s t a t e member bank w i t h member-

544 s h i p i n t h e F e d e r a l Reserve System. He s a i d t h a t i t 

was " o u r u n d e r s t a n d i n g " t h a t t h e reason f o r t h i s con-

v e r s i o n f r o m a n a t i o n a l bank i n t o a s t a t e member bank 

was f o r t h e purpose o f t e s t i n g t h e a u t h o r i t y o f t h e 

T reasu ry i n c o n n e c t i o n w i t h t h e i ssuance o f a l i c e n s e 

t o do a bank ing b u s i n e s s , whe the r s t a t e o r n a t i o n a l . 

The Board conc luded t h a t t hey d i d n o t want t o be a 

p a r t y t o any such program and f e l t t h a t i t was i n a d -

v i s a b l e f o r T ransamer i ca t o c a r r y o u t an expans ion 

p rogram. 

545 The w i t n e s s s t a t e d t h a t he c a l l e d M a r i o 

G i a n n i n i on t h e t e l ephone i n r e f e r e n c e t o t h i s m a t t e r 

and t o l d h im t h a t " I was v e r y much d i s a p p o i n t e d and 

d i s t u r b e d a t t h e a t t i t u d e o f T ransamer ica i n u n d e r t a k -

i n g a f u r t h e r e x p a n s i o n , t h i s h a v i n g been t he f i r s t 

expans ion s i n c e t h e agreement had been made i n t h e 
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s p r i n g o f 194°> t h a t i t was c o n t r a r y , c e r t a i n l y , t o t h e 

g e n e r a l u n d e r s t a n d i n g o f a l l o f t h e s u p e r v i s o r y a g e n c i e s , 

t h a t the Board had i n t e r v e n e d w i t h t h e S e c r e t a r y o f t h e 

Treasury and w i t h t he R . F . C . and t he C o m p t r o l l e r f o r t h e 

purpose o f t r y i n g t o g e t what seemed t o be a f a i r and 

reasonab le s e t t l e m e n t , and we had succeeded i n do ing so 

and t h a t f o r them t o now c o n t i n u e a program o f expans ion 

was e x t r e m e l y d i s t u r b i n g and d i s a p p o i n t i n g t o t h e Board 

and t h a t i t was c o n t r a r y t o t h e u n d e r s t a n d i n g , and 

c e r t a i n l y t he g e n t l e m a n 1 s agreement w h i c h we h a d . " 

546 The w i t n e s s s a i d t h a t he r e c a l l e d t he t e l e p h o n e 

c o n v e r s a t i o n q u i t e d i s t i n c t l y because i t was such a shock 

t o h im and so unexpec ted because t h e r e had been such a 

comple te u n d e r s t a n d i n g w i t h M a r i o and M r . Cushing t h a t , 

i f t h e r e was t o be any f u r t h e r a c q u i s i t i o n , i t wou ld n o t 

be done w i t h o u t t h e a p p r o v a l o f t h e a g e n c i e s . He s a i d 

M r . G i a n n i n i r e p l i e d t h a t he d i d n o t t h i n k t h a t they were 

g o i n g c o n t r a r y t o t h e u n d e r s t a n d i n g and i t was n o t t h e i r 

i n t e n t i o n t o have t h e Board f e e l t h a t they were g o i n g 

c o n t r a r y t o an u n d e r s t a n d i n g . 

The w i t n e s s s t a t e d t h a t t h e n e x t n o t i c e he t o o k 

o f t he T ransamer i ca expans ion was i n c o n n e c t i o n w i t h t h e 

F i r s t T r u s t and Sav ings Bank o f Pasadena, w h i c h was v e r y 

c l o s e t o the t i m e o f t he Temple C i t y m a t t e r . 
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H i s r e c o l l e c t i o n was t h a t t h e F e d e r a l Reserve 

Bank o f San F r a n c i s c o was r e q u e s t e d by t h e Pasadena 

bank t o make an e x a m i n a t i o n f o r t he purpose o f d e t e r m i n -

i n g whe the r o r n o t a p p r o v a l wou ld be g i v e n f o r t h e 

e s t a b l i s h m e n t o f two b r a n c h e s , two branches t h a t were i n 

c o n t e m p l a t i o n , one a t Alhambra and t h e o t h e r a t Temple 

C i t y , C a l i f o r n i a . 

547 The w i t n e s s s a i d t h a t t he b r a n c h a p p l i c a t i o n 

was d i s c u s s e d w i t h t he F . D . I . C . and t h e C o m p t r o l l e r V s 

o f f i c e , t h a t i t was d e n i e d by t h e Board and t h e Board*s 

d e c i s i o n communicated by l e t t e r t o T ransamer ica C o r p o r a -

t i o n . 

548 The w i t n e s s i d e n t i f i e d a document shown h im 

by counse l as a copy o f t he commun ica t ion t o w h i c h he 

r e f e r r e d and he f u r t h e r i d e n t i f i e d i n i t i a l s a p p e a r i n g 

t h e r e i n as b e i n g i n i t i a l s o f M r . Leo Crowley and Mr . 

P r e s t o n De lano , s a i d i n i t i a l s h a v i n g been o b t a i n e d 

b e f o r e t h e o r i g i n a l o f t he l e t t e r was d i s p a t c h e d t o T r a n s -

amer i ca C o r p o r a t i o n . The l e t t e r i n q u e s t i o n , d a t e d Feb-

r u a r y 14 , 1942> was r e c e i v e d i n ev idence as B o a r d f s 

E x h i b i t 35 and was read i n t o t h e r e c o r d by t h e B o a r d f s 

s o l i c i t o r . 

549 The s o l i c i t o r f o r t h e Board i n t r o d u c e d a 

s e r i e s o f l e t t e r s w h i c h f o l l o w e d the l e t t e r o f Feb rua ry 
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14 , 1942, r e f e r r e d t o p r e v i o u s l y . They were t h e f o l l o w -

i n g : L e t t e r o f T ransamer i ca C o r p o r a t i o n , da ted March 

17 , 1942, t o t h e Board o f Governo rs ; l e t t e r f rom t h e 

F e d e r a l Reserve Bank o f San F r a n c i s c o , d a t e d J u l y 13 , 

1942, t o Mr . T . W. S m i t h , P r e s i d e n t o f t h e F i r s t T r u s t 

and Sav ings Bank o f Pasadena; l e t t e r f r o m t he F e d e r a l 

Reserve Bank o f San F r a n c i s c o , da ted J u l y 13 , 1942, t o 

T ransamer ica C o r p o r a t i o n ; l e t t e r f r o m Transamer ica Co r -

p o r a t i o n , d a t e d August 8 , 1942> t o t h e F e d e r a l Reserve 

Bank o f San F r a n c i s c o ; l e t t e r f rom A. P. G i a n n i n i , on 

l e t t e r h e a d o f the Bank o f Amer ica N . T . & S . A . , d a t e d 

August 17 , 1942, t o M a r r i n e r E c c l e s , Chairman o f t h e 

Board o f Gove rno rs ; l e t t e r o f M. S. E c c l e s , Chairman, t o 

A . P. G i a n n i n i , Chairman o f t h e Board o f T ransamer ica 

C o r p o r a t i o n , d a t e d November 13 , 1942; l e t t e r f rom A. P. 

G i a n n i n i , d a t e d November 25 > 1942, on t h e l e t t e r h e a d o f 

T ransamer ica C o r p o r a t i o n , t o Honorab le M. S. E c c l e s , 

Chairman, Board o f Gove rno rs ; l e t t e r f r o m M. S. E c c l e s , 

Chairman, d a t e d December 19y 1942, t o A . P. G i a n n i n i , 

Chairman o f t h e Board o f T ransamer ica C o r p o r a t i o n . A l l 

these l e t t e r s were r e c e i v e d i n ev idence as B o a r d f s 

E x h i b i t 36a t h r o u g h 3 6 i . 

556 The w i t n e s s s t a t e d t h a t , a f t e r t h e exchange o f 

cor respondence c o n t a i n e d i n B o a r d ' s E x h i b i t s 35 and 3 6 , 
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the m a t t e r o f T r a n s a m e r i c a ' s a c q u i s i t i o n o f bank ing 

o f f i c e s a g a i n came t o h i s a t t e n t i o n abou t January 1943• 

557 The w i t n e s s i d e n t i f i e d a l e t t e r , da ted F e b r u -

a ry 5 , 1943, addressed t o h im by A. P. G i a n n i n i , r e q u e s t -

i n g an i n f o r m a l con fe rence w i t h members o f t h e Board . 

The l e t t e r was r e c e i v e d as B o a r d ' s E x h i b i t 37 and was 

read i n t o t h e r e c o r d by t h e B o a r d ' s s o l i c i t o r . The w i t -

ness s a i d t h a t the m e e t i n g was subsequen t l y h e l d and 

t h a t , p r i o r t h e r e t o , members o f t he B o a r d ' s s t a f f p r e -

553 pared a memorandum o f t he B o a r d ' s c r i t i c i s m s and com-

p l a i n t s w h i c h wou ld be a b a s i s f o r d i s c u s s i o n a t t h e 

559 m e e t i n g . He s a i d t h a t he had t h i s memorandum w i t h h im 

a t the t i m e o f t he d i s c u s s i o n w i t h Mr . G i a n n i n i and t h a t 

t he subs tance o f i t was communicated t o M r . G i a n n i n i . 

562 R e l a t i v e t o h i s p a r t i n i n s t i g a t i n g t he memo-

randum, t h e w i t n e s s s a i d : " I d o n ' t r e c a l l , b u t I t h i n k 

what I wou ld have done i n t he u s u a l cou rse o f even ts 

wou ld have been t o have asked the s t a f f , p o s s i b l y t h e 

S e c r e t a r y o f t h e Boa rd , M r . M o r r i l l , and say , 'Here i s a 

con fe rence we a r e h a v i n g w i t h Mr . G i a n n i n i w i t h r e f e r e n c e 

t o t he d i f f e r e n c e s t h a t have deve loped between the 

G i a n n i n i i n t e r e s t s and t h e Board , and I wou ld l i k e y o u 

t o p r e p a r e f o r t he B o a r d ' s c o n s i d e r a t i o n a l l o f t h e ques -

t i o n s and c r i t i c i s m s t h a t ough t t o be c o n s i d e r e d and 
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t a k e n up a t t h i s c o n f e r e n c e . ' " He s a i d t h a t t h e memo-

randum was c o n s i d e r e d by t he Board p r i o r t o i t s mee t i ng 

w i t h Mr . G i a n n i n i . He s a i d t h a t t h e c o n f e r e n c e w i t h 

563 G i a n n i n i l a s t e d f o u r o r f i v e hou rs and t h a t a l l q u e s t i o n s 

were e x p l o r e d b u t , upon b e i n g p ressed on t h e p o i n t whe the r 

t he document was read t o M r . G i a n n i n i o r shown t o h i m , 

564 he s a i d : " I am n o t c e r t a i n . I d o n ' t know whether Mr . 

G i a n n i n i was g i v e n a copy o f t h e document. I w o u l d n ' t 

be c e r t a i n . Or whether t he document was r e a d t o h im o r 

whether the document — t h e substance o f t h e document — 

was d i s c u s s e d w i t h h i m . I j u s t d o n ' t r e c a l l . " 

565 The w i t n e s s was t h e n shown a memorandum d a t e d 

February 17 , 1943, w r i t t e n by t he B o a r d ' s S e c r e t a r y , M r . 

C a r p e n t e r , w h i c h r e f e r r e d t o a mee t ing o f t he Board i n 

r e l a t i o n t o t h e memorandum under d i s c u s s i o n , and h a v i n g 

so r e f r e s h e d h i s r e c o l l e c t i o n , t he w i t n e s s s a i d t h a t i t 

was agreed by t h e Board t h a t t h e memorandum shou ld be 

used as a b a s i s f o r t h e d i s c u s s i o n a t t he con fe rence t o 

be had w i t h M r . G i a n n i n i . 

569 The w i t n e s s s a i d t h a t p r e s e n t a t t h e con fe rence 

were Mr . G i a n n i n i and a l l o f t he members o f t he Board . 

No o t h e r pe rsons were p r e s e n t . The w i t n e s s s a i d t h a t , 

a f t e r t he m e e t i n g , he r e q u e s t e d Mr . M o r r i l l o f t he B o a r d ' s 

s t a f f t o i m m e d i a t e l y i n t e r v i e w each o f t h e Board members 
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and t o o b t a i n f r o m them t h e i r v iews and r e c o l l e c t i o n s o f 

what had t a k e n p l a c e a t t h e m e e t i n g . Based on such 

i n t e r v i e w s , M r . M o r r i l l p r e p a r e d a memorandum w h i c h 

r e c o r d e d t he v i ews o f t h e s e v e r a l Board members, w h i c h 

570 memorandum was t h e n t a k e n up w i t h each Board member t o 

a s c e r t a i n whe the r o r n o t t h e r e were any c o r r e c t i o n s , 

c r i t i c i s m s , o r s u g g e s t i o n s , o r whether i t expressed what 

they r e c a l l e d t o have t r a n s p i r e d a t t he c o n f e r e n c e . 

571 The w i t n e s s was handed a d r a f t o f a document 

e n t i t l e d " C o n f i d e n t i a l D r a f t o f Repor t o f I n f o r m a l Con-

f e r e n c e w i t h A. P. G i a n n i n i on Feb rua ry 18 , 1943* and , 

h a v i n g i d e n t i f i e d i t as t h e M o r r i l l memorandum t o w h i c h 

he r e f e r r e d , used i t t o r e f r e s h h i s r e c o l l e c t i o n o f t h e 

m e e t i n g . 

573 He s a i d : " G i a n n i n i showed a good d e a l o f 

r esen tmen t a t t h e r e s t r i c t i o n s t h a t were be ing imposed 

upon h im by the s u p e r v i s o r y a g e n t s , n o t o n l y t h e Boa rd , 

b u t a l s o , p a r t i c u l a r l y , was he c r i t i c a l o f , as I r e c a l l , 

t h e T r e a s u r y , t h e C o m p t r o l l e r ^ o f f i c e . 

wHe f e l t t h a t he was b e i n g hampered unneces-

s a r i l y i n t he e x p a n s i o n t h a t had t a k e n p l a c e and p o s s i b l y 

wou ld be t a k i n g p l a c e i n t he f u t u r e , and t h i s was e n t i r e l y 

u n w a r r a n t e d . He showed a good d e a l o f resen tmen t abou t 

t he a t t i t u d e t h a t was t a k e n . 
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"He f e l t t h a t t h e s u p e r v i s o r y peop le d i d n ' t 

l i k e what he was d o i n g and maybe they ough t t o t a k e o v e r . 

Of c o u r s e , t h e Board p o i n t e d o u t t o h im what t hey had 

c o n s i d e r e d was an u n d e r s t a n d i n g w i t h r e f e r e n c e t o t h e 

expans ion p rogram, and he r a i s e d a s t r o n g o b j e c t i o n t o 

b e i n g s i n g l e d o u t f o r s p e c i a l t r e a t m e n t , s p e c i a l con -

s i d e r a t i o n , and s a i d t h a t he f e l t t h a t h i s o r g a n i z a t i o n 

was b e i n g s i n g l e d o u t and was b e i n g t r e a t e d u n f a i r l y . 

"As t o who was the c o n t r o l l i n g and dominan t 

f i g u r e i n t h i s who le s i t u a t i o n , he neve r q u e s t i o n e d t h e 

f a c t , b u t seemed t o t a k e t h e r e s p o n s i b i l i t y f o r what was 

b e i n g done by T ransamer i ca as w e l l as t he banks o f T r a n s -

a m e r i c a , and he d i d say t h a t he was w i l l i n g t o a b i d e Ify 

any agreement t h a t was made t o a p p l y t o o t h e r bank h o l d -

i n g companies. 

574 f t I t was p o i n t e d o u t t o h im t h a t so f a r as 

o t h e r bank h o l d i n g companies were conce rned , t h e r e had 

been p r a c t i c a l l y no e x p a n s i o n , t h a t where t h e r e had been 

a n y , i t was ve r y m i n o r , t h a t , I t h i n k , on the who le t h e r e 

had been no o v e r a l l expans ion o f bank h o l d i n g compan ies , 

t h a t , t h e r e f o r e , t o a p p l y r e s t r i c t i o n s t o o t h e r s was 

e n t i r e l y u n c a l l e d f o r because no o t h e r bank h o l d i n g com-

pany had u n d e r t a k e n t o a c q u i r e t h e s t o c k o f any bank 

w i t h o u t f i r s t a d v i s i n g w i t h and c o n s u l t i n g and g e t t i n g 
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t h e a p p r o v a l o f t h e Board and a r r a n g i n g f o r a v o t i n g 

p e r m i t , p r i o r t o i t and , as I have i n d i c a t e d , t h e r e was 

ve r y l i t t l e o f such e x p a n s i o n u n d e r t a k e n . t f 

575 The w i t n e s s s t a t e d t h a t i t was p o i n t e d o u t t o 

Mr . G i a n n i n i t h a t t h e B o a r d , p a r t i c u l a r l y Mr . McKee and 

t he w i t n e s s h i m s e l f , i n 1940 had made a r e a l e f f o r t o f 

c o n c i l i a t i o n i n o r d e r t o g e t a "basis f o r f u t u r e o p e r a -

t i o n o f t h e G i a n n i n i i n t e r e s t s ana t h a t c e r t a i n l y i t was 

unde rs tood a t t h e t i m e t h a t t he e x p a n s i o n program t h a t 

had been p r e v i o u s l y u n d e r t a k e n wou ld n o t be c o n t i n u e d 

and t h a t no f u r t h e r e x p a n s i o n wou ld be u n d e r t a k e n t h r o u g h 

the a c q u i s i t i o n o f t h e s t o c k o f o t h e r banks w i t h o u t f i r s t 

t a k i n g t h e m a t t e r up w i t h t h e Board . 

Respec t i ng Mr . G i a n n i n i f s r e a c t i o n , t h e w i t n e s s 

s a i d t h a t G i a n n i n i was concerned abou t bank h o l d i n g com-

pany l e g i s l a t i o n o f t h e " d e a t h sen tence " v a r i e t y and , 

r a t h e r t h a n have t h a t s o r t o f l e g i s l a t i o n , he wou ld be 

w i l l i n g t o have an agreement o r a r rangement made whereby 

"so f a r as he was concerned — and he s a i d he wou ld have 

t o t a k e i t up w i t h h i s boys o u t West b e f o r e he c o u l d g i v e 

us a d e f i n i t e a s s u r a n c e , b u t t h a t he wou ld be w i l l i n g t o 

any a r rangement made f o r no f u r t h e r e x p a n s i o n , excep t he 

d i d have two d e a l s t h a t were on t h e f i r e a t the t i m e " . 

576 G i a n n i n i s a i d t h a t he was n o t a t l i b e r t y t o 

t e l l t he commitments b u t t h a t he d i d e x p e c t t o consummate 
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those d e a l s and t h e n any f u r t h e r e x p a n s i o n wou ld n o t be 

u n d e r t a k e n i f an a r rangement c o u l d be worked o u t t h a t 

h i s p e o p l e wou ld agree t o and t h a t w o u l d a l s o be a g r e e -

a b l e t o o t h e r bank h o l d i n g companies. 

579 The document , "Copy o f a D r a f t o f Repor t o f 

I n f o r m a l Conference w i t h A . P. G i a n n i n i " , was r e c e i v e d 

i n t o ev i dence as B o a r d ! s E x h i b i t 39 and was read i n t o 

the r e c o r d by t h e B o a r d ' s S o l i c i t o r . 

586 The w i t n e s s s t a t e d t h a t , f o l l o w i n g t he c o n f e r -

ence o f Feb rua ry 1943> t h e s u b j e c t o f T ransamer ica bank 

a c q u i s i t i o n s a g a i n came t o h i s a t t e n t i o n when the Board 

l e a r n e d f r o m t h e p r e s i d e n t o f t he C i t i z e n s N a t i o n a l T r u s t 

and Sav ings A s s o c i a t i o n o f Los A n g e l e s , M r . I v e y , t h a t 

T ransamer i ca was u n d e r t a k i n g t o a c q u i r e t h e s t o c k o f t h a t 

bank. He s a i d t h a t t h e Board was concerned because, i f 

T ransamer ica succeeded i n a c q u i r i n g c o n t r o l o f t h i s bank 

wh i ch had 30 odd branches i n t he Los Ange les m e t r o p o l i t a n 

a r e a , i t wou ld g i v e them a n o t h e r b r a n c h system i n t h e 

Los Ange les a r e a , where t h e y were a l r e a d y t h e l a r g e s t 

bank ing o p e r a t i o n . The Board c o n s e q u e n t l y sen t a t e l e -

gram t o t h e F e d e r a l Reserve Bank o f San F r a n c i s c o f o r 

t r a n s m i t t a l t o T r a n s a m e r i c a . The w i t n e s s i d e n t i f i e d a 

587 copy o f a t e l e g r a m d a t e d May 26 , 1943 as the w i r e t o 

wh i ch he a l l u d e d and such document was r e c e i v e d i n t o 

ev idence as B o a r d ' s E x h i b i t 40 . 
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A copy o f t he l e t t e r s e n t by Mr . R. B. West , 

V i c e P r e s i d e n t o f t h e F e d e r a l Reserve Bank o f San F r a n -

c i s c o , d a t e d May 29 > 1943, t o T ransamer ica C o r p o r a t i o n , 

w h i c h i n c o r p o r a t e d t e l e g r a m i n t r o d u c e d as B o a r d ' s E x h i b i t 

4 0 , was r e c e i v e d i n ev idence as B o a r d ' s E x h i b i t 

588 A copy o f T r a n s a m e r i c a ' s l e t t e r o f J u l y 9 , 

1943, addressed t o t h e Board o f Governors o f t h e F e d e r a l 

Reserve System, c o n t a i n i n g an e n c l o s u r e e n t i t l e d "Memo-

randum i n r e t e l e g r a m o f Board o f Governors o f t h e 

F e d e r a l Reserve System o f May 29> 1943 t o accompany 

l e t t e r o f T ransamer i ca C o r p o r a t i o n t o t he Board r e s p o n -

s i v e t h e r e t o " , was r e c e i v e d i n ev idence as B o a r d ' s 

E x h i b i t 42 . 

589 R e f e r r i n g t o T r a n s a m e r i c a ' s r e p l y o f J u l y 9> 

1943 > i n wh i ch i t d i s a g r e e d w i t h t h e p o s i t i o n o f t h e 

Board and s t a t e d t h a t had i t been a d v i s e d by i t s l e g a l 

c o u n s e l , Mess rs . W i l k i e , Owens, O t i s , F a r r , and G a l l a g h e r , 

t h a t , i n t h e i r o p i n i o n , t h e r e was " n o t h i n g i n t h e l a w s , 

r e g u l a t i o n s , o r agreement w i t h t he Board o f Governors o f 

t h e F e d e r a l Reserve System t h a t wou ld p r e c l u d e T r a n s -

amer i ca C o r p o r a t i o n f r o m e n t e r i n g 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 t h e B o a r d ' s t e l e g r a m " . 

590 The w i t n e s s s a i d t h a t , t h e r e a f t e r , Mr . 

D r e i b e l b i s , who was t h e n g e n e r a l c o u n s e l f o r t h e Boa rd , 

Mr . Leachman, s p e c i a l counse l f o r t h e Board , and Mr . Cag le , 
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a s s i s t a n t c h i e f o f t h e D i v i s i o n o f Bank E x a m i n a t i o n s , 

had gone t o C a l i f o r n i a f o r t h e purpose o f making an 

e x a m i n a t i o n o f T ransamer ica C o r p o r a t i o n and t o r e p o r t 

back to t h e Board as t o what a c t i o n , i f a n y , t he Board 

c o u l d o r s h o u l d u n d e r t a k e i n v i ew o f t he s i t u a t i o n 

t h a t e x i s t e d t h a t m i g h t c u r b t h e f u r t h e r expans ion o f 

t h e T ransamer i ca g r o u p . He s a i d t h a t t h e Board con -

s i d e r e d v a r i o u s methods f o r a t t e m p t i n g t o d e a l w i t h t h e 

s i t u a t i o n , m e n t i o n i n g adequate h o l d i n g company l e g i s l a -

t i o n , agreement between s u p e r v i s o r y agenc ies t o use 

such i n f l u e n c e s as they had t o p r e v e n t f u r t h e r expan-

s i o n , and t h e p o s s i b i l i t y o f m o d i f i c a t i o n o r c a n c e l l a -

t i o n o f v o t i n g p e r m i t s . 

591 He s a i d t h a t Mr . D r e i b e l b i s sugges ted t he 

p o s s i b i l i t y o f p roceed ings under t he C l a y t o n Act,, up t o 

w h i c h t ime he had had no know ledge , ana he d i d n f t know 

t h a t any o t h e r Board member had any knowledge , as t o 

t h e i r power o r a u t h o r i t y o r r e s p o n s i b i l i t y under t he 

C l a y t o n A c t , i t h a v i n g neve r t h e r e t o f o r e been b r o u g h t 

t o the a t t e n t i o n o f t h e Board by i t s c o u n s e l o r anybody 

e l s e connec ted w i t h t he Boa rd . 

592 He s a i d t h a t , a t t h a t t i m e , Mr . D r e i b e l b i s 

s u b m i t t e d a memorandum t o t he Board e n t i t l e d " R e s p o n s i -

b i l i t i e s and powers o f t h e Board under t h e C l a y t o n A c t " 

and da ted J u l y 2 6 , 1944. 
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594 The w i t n e s s s a i d t h a t , w h i l e M r . D r e i b e l b i s ' 

memorandum was under c o n s i d e r a t i o n , t h e Board l e a r n e d 

t h a t t h e A t t o r n e y Genera l was c o n s i d e r i n g t h e q u e s t i o n 

o f whether o r n o t t h e r e were grounds f o r a Sherman A c t 

p r o c e e d i n g , and t he Board f e l t t h a t , w h i l e t h e i n v e s t i -

g a t i o n o f t h e Depar tment o f J u s t i c e was under way, i t 

wou ld n o t he a p p r o p r i a t e f o r i t t o do a n y t h i n g f u r t h e r 

i n t he m a t t e r . W i t h r e s p e c t t o the J u s t i c e D e p a r t m e n t ' s 

595 i n v e s t i g a t i o n , t h e w i t n e s s s a i d t h a t some con fe rences 

were h e l d i n t h e A t t o r n e y G e n e r a l ' s o f f i c e i n 1945> i t 

be ing h i s r e c o l l e c t i o n t h a t t h e r e were p r e s e n t : Mr . 

De lano , C o m p t r o l l e r o f t h e Cu r rency , A t t o r n e y Genera l 

C l a r k , and a r e p r e s e n t a t i v e f r om the F . D . I . C . , p r o b a b l y 

F r a n c i s Brown, i t s a t t o r n e y , and t he w i t n e s s h i m s e l f . 

596 A t t h i s p o i n t , t h e s o l i c i t o r f o r t he Board 

handed t o c o u n s e l f o r Respondent c o p i e s o f co r respondence 

w h i c h had been demanded by t he l a t t e r , t o w i t : L e t t e r 

d a t e d Oc tober 3 1 , 1945, w r i t t e n by A t t o r n e y Genera l 

C l a r k t o Chairman E c c l e s ; l e t t e r d a t e d Februa ry 2 6 , 1947, 

w r i t t e n by Chairman E c c l e s t o A t t o r n e y Genera l C l a r k ; 

and l e t t e r d a t e d March 4> 1947, w r i t t e n by A t t o r n e y 

Genera l C l a r k t o Chai rman E c c l e s . 

597 The w i t n e s s s a i d t h a t , i n t h e f a l l o f 1947, 

t he s u b j e c t o f t he a c q u i s i t i o n o f banks by T ransamer i ca 
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C o r p o r a t i o n was a g a i n t a k e n under c o n s i d e r a t i o n by t h e 

Boa rd , due t o t h e f a c t t h a t t h e r e had been no a c t i o n by 

598 t he A t t o r n e y Genera l o r on the pend ing bank h o l d i n g com-

pany b i l l and T ransamer i ca was c o n t i n u i n g i t s e x p a n s i o n 

599 p rog ram. He s a i d t h a t t h e Board had asked i t s c o u n s e l 

t o p r e s e n t recommendat ions and t h a t i t had r e c e i v e d a 

memorandum f rom M r . Townsend d a t e d October 31 , 1947. 

(A t t h i s p o i n t , t h e B o a r d ' s s o l i c i t o r o f f e r e d i n e v i d e n c e 

t he D r e i b e l b i s memorandum o f 1944 i n r e l a t i o n t o t h e 

C l a y t o n A c t a u t h o r i t y o f t he Board , and i t was r e c e i v e d 

as Board 1 s E x h i b i t 43- He a l s o o f f e r e d t he l e g a l memo-

randum s u b m i t t e d t o t h e Board Oc tober 31 , 1947, w h i c h 

was r e c e i v e d as B o a r d ' s E x h i b i t 4 4 0 

602 The B o a r d ' s s o l i c i t o r r e a d i n t o t h e r e c o r d t h e 

memorandum o f Oc tober 31 , 1947• 

609 A c t i n g on t h e recommendat ions o f c o u n s e l , t h e 

Board i n s t r u c t e d i t s l e g a l d i v i s i o n , w i t h such s u p p o r t 

as i t needed f r om o t h e r s t a f f p e o p l e , t o make an i n v e s t i -

g a t i o n , and i t was upon t h e c o n c l u s i o n o f t h a t i n v e s t i g a -

t i o n t h a t the Board i s s u e d i t s c o m p l a i n t i n t h i s case . 

610 A d v e r t i n g t o c e r t a i n a f f i d a v i t s by L . M. 

G i a n n i n i and Sam Husbands wh i ch were f i l e d by T ransamer i ca 

C o r p o r a t i o n and w h i c h charged t h a t p e r s o n a l b i a s and p r e j u -

d i c e o f t h e w i t n e s s was a t t he b o t t o m o f t h e c u r r e n t 

p r o c e e d i n g s , t h e w i t n e s s commented as f o l l o w s : 
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" T h e r e i s n o t h i n g t h a t c o u l d "be s a i d w h i c h i s 

f u r t h e r f r o m t h e t r u t h t h a n t h a t I have a p e r s o n a l p r e j u -

d i c e , Had i t been p o s s i b l e , i n my p u b l i c d u t y , my p u b l i c 

p o s i t i o n , f o r me t o f o l l o w my p e r s o n a l i n c l i n a t i o n , I 

wou ld c e r t a i n l y have p r e f e r r e d n o t t o be p l a c e d i n t h i s 

611 p o s i t i o n . The r e c o r d i s r e p l e t e w i t h ev idence t h a t 

g r e a t e f f o r t and p a t i e n c e were shown on t h e p a r t o f t h e 

Board ove r t h e p a s t t e n y e a r s i n an e f f o r t t o come t o an 

agreement , an a r rangemen t , w i t h t he T ransamer i ca peop le 

t h a t wou ld make a c t i o n such as i s now be ing u n d e r t a k e n 

unnecessary . 

" I t has been shown t h a t i n 1940 t h e Board , a t 

t h e i n s t i g a t i o n o f t he T ransamer i ca p e o p l e , i n t e r v e n e d 

w i t h t he o t h e r s u p e r v i s o r y agenc ies — p a r t i c u l a r l y t h e 

S e c r e t a r y o f t h e T r e a s u r y , t h e C o m p t r o l l e r o f t he Cu r -

rency and t h e F . D . I . C . — i n o r d e r t o t r y t o work o u t an 

ar rangement t h a t wou ld a v o i d t h e f u r t h e r c r i t i c i s m and 

o b j e c t i o n on t h e p a r t o f t hose a g e n c i e s . 

"The Board d i d i n t e r v e n e and succeeded, a t 

t h a t t i m e , i n w o r k i n g o u t what was t h e n a s a t i s f a c t o r y 

ar rangement w i t h r e f e r e n c e t o t h e Bank o f Amer i ca . 

" C e r t a i n l y , i f t h e r e i s p r e j u d i c e on my p a r t 

i n t h i s m a t t e r , t h e n i t must be a p p a r e n t t h a t t h e r e i s 

l i k e w i s e p r e j u d i c e on t h e p a r t o f a l l o f t h e o t h e r 
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s u p e r v i s o r y agenc ies as w e l l as upon t h e p a r t o f every 

member o f t h i s Board ; t h a t t h e r e c o r d c e r t a i n l y does 

n o t s i n g l e me o u t f o r p r e j u d i c e — n o t o n l y t h e p r e s e n t 

members o f t he Board , who were unanimous i n f a v o r i n g 

t h i s a c t i o n , b u t t he members o f t h e Board who a re n o t 

a t p r e s e n t members o f t h e Boa rd . I have i n mind p a r t i c -

u l a r l y t h a t M r . McKee, M r . Ransom — who has s i n c e passed 

away — f a v o r e d every a c t i o n t h a t t he Board t o o k i n t r y -

i n g t o d e a l a d e q u a t e l y w i t h t h i s s i t u a t i o n . 

11 I f t h e Board i s i n e r r o r i n c a r r y i n g o u t what 

they i n t e r p r e t e d t o be t h e i r p u b l i c r e s p o n s i b i l i t y , i f 

t h e Board be i n e r r o r i n f o l l o w i n g t he a d v i c e o f c o u n s e l , 

n o t o n l y t h e a d v i c e o f those i n t h e p r e s e n t l e g a l d e p a r t -

ment b u t c o u n s e l who were f o r m e r l y w i t h t he Boa rd , t h e n 

i t cannot be s a i d t h a t , because o f e r r o r , t h e Boa rd , and 

me as a member o f t h e Board , have a c t e d on l y i n b i a s and 

p r e j u d i c e . 

" C e r t a i n l y , t h i s p rocedu re i s n o t f i n a l . C e r -

t a i n l y , any o r d e r t h a t t he Board m i g h t i s s u e i s s u b j e c t 

t o r e v i e w by t h e c o u r t s ; and so i t does no t seem t h a t t h e 

a c c u s a t i o n o f p r e j u d i c e , i n v i ew o f t he o p p o r t u n i t y t h a t 

i s a f f o r d e d t o t h e T ransamer ica p e o p l e t o have t h i s 

e n t i r e s u b j e c t r e v i e w e d by t he c o u r t s , i s j u s t i f i e d . 

" C e r t a i n l y my p e r s o n a l r e l a t i o n s h i p s t o t h e 

G i a n n i n i s and w i t h t h e i r i n s t i t u t i o n s ove r t h e l o n g 

p e r i o d o f y e a r s wou ld n o t i n d i c a t e any reason f o r my 

h a v i n g p r e j u d i c e . 
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has I s t a t e d y e s t e r d a y , t h e p e r s o n a l bus i ness 

r e l a t i o n s h i p s have been most a g r e e a b l e and p l e a s a n t . 

However, be ing one member o f a Board o f seven — and t h e 

Board be ing o n l y one o f t h r e e s u p e r v i s o r y agenc ies — 

even i f I s h o u l d unde r t ake t o show f a v o r i t i s m o r , l e t me 

p u t i t , p r e j u d i c e , i n f a v o r o f t h e G i a n n i n i s , t h e o t h e r 

members o f t h e Board and t h e o t h e r s u p e r v i s o r y agenc ies 

wou ld have c a r r i e d on and wou ld h a v e , no d o u b t , whe the r 

I had been h e r e o r n o t , u n d e r t a k e n t h i s c o u r s e . 

"Even b e f o r e I came h e r e , t he ev idence i n d i -

c a t e s , t h a t d i f f i c u l t y had been had w i t h a p redecesso r 

Board o f w h i c h M r . Eugene Meyer was t he Governor and 

d i f f i c u l t y had been had w i t h , I u n d e r s t a n d , t he C o m p t r o l -

l e r ' s o f f i c e ; t h a t t h i s f r i c t i o n , y o u m i g h t s a y , w h i c h 

deve loped — t h i s c r i t i c i s m , t h i s e f f o r t on t h e p a r t o f 

t h e Board s i n c e I came w i t h i t — was n o t o r i g i n a l o r 

new, and I was s u f f i c i e n t l y h o p e f u l t o f e e l — b o t h Mr . 

McKee and I — t h a t p o s s i b l y t he T ransamer ica peop le had 

n o t been h a n d l e d r i g h t , t h a t t h e r e was a way o f g e t t i n g 

a round t h e t a b l e and h a v i n g an u n d e r s t a n d i n g w i t h o u t 

r e s o r t t o l e g i s l a t i o n o r o t h e r a c t i o n ; and w i t h g r e a t 

hope and e x p e c t a t i o n we u n d e r t o o k such a c o u r s e , and i t 

i s w i t h t h e g r e a t e s t d i s a p p o i n t m e n t on my p a r t t h a t t h e 

r e l a t i o n s h i p has f i n a l l y ended i n t h e cou rse t h a t i t has 

now t a k e n . I t i s w i t h p e r s o n a l r e g r e t t h a t I say t h a t , " 
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WITNESS: M a r r i n e r S. Ecc les 

CROSS EXAMINATION 

Pa&§ 

615 Rep ly ing t o c o u n s e l f s q u e s t i o n whether he came 

t o Washington as a member o f the o r i g i n a l New Deal group 

o f P r e s i d e n t R o o s e v e l t , the w i t n e s s s a i d t h a t he was 

unknown t o P r e s i d e n t Rooseve l t i n 1933 when he was asked 

by the Treasury Department t o come t o Washington, t h a t 

he d i d so o n l y because i t was a t ime o f emergency and he 

f e l t t h a t he shou ld g i v e some p u b l i c s e r v i c e . He s a i d 

616 he had never h e l d p u b l i c o f f i c e up t o t h a t t ime and t h a t , 

i f a n y t h i n g , he had been cons ide red a Repub l i can , 

a l t h o u g h he cons ide red h i m s e l f an independent and s t i l l 

does. 

617 He came t o Washington February 1 , 1934 as an 

A s s i s t a n t t o the S e c r e t a r y o f the Treasury and was 

appo in ted t o t he Board by the P r e s i d e n t i n November 1934• 

He s a i d he con t i nued t o m a i n t a i n a r es i dence i n Ogden, 

Utah, and l a t e r an apar tment a t t he Ben Lomond H o t e l i n 

Ogden, t h a t he vo ted i n Utah and p a i d h i s income t a x 

t h e r e . 

618 He s a i d t h a t he o rgan i zed t he Ecc les I nves tmen t 

Company i n 1916, t h a t he has been p r e s i d e n t s ince 1929, 

succeeding h i s mother i n t h a t o f f i c e . 
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He s a i d t h a t t h e company " i s a p e r s o n a l h o l d -

i n g company t h a t was o r g a n i z e d f o r t he purpose o f t a k i n g 

618 over t he i n t e r e s t o f t h r e e "b ro the rs , f i v e s i s t e r s , and 

m y s e l f , i n an e s t a t e , and seven o f those members were 

m i n o r s . The i n t e r e s t s i n c l u d e d a v a r i e t y o f i n t e r e s t 

t h a t came i n f r o m the e s t a t e , i n c l u d i n g a few bank ing 

shares w h i c h were s u b s t a n t i a l a t t h a t t i m e , i n c l u d i n g 

sugar s t o c k s , lumber s t o c k s , and r e a l e s t a t e , a v a r i e t y 

o f r e t a i l l umber s t o c k s , c o n s t r u c t i o n s t o c k , c o n s t r u c -

t i o n company, and those were t h e p r i n c i p a l t h i n g s . 

There was j u s t a v a r i e t y o f h o l d i n g s t h a t were p u t i n t o 

619 t h i s f a m i l y c o r p o r a t i o n * . , f He s a i d t h a t t h e company, a t 

t he p r e s e n t t i m e , OYOIS 44 p e r c e n t o f t h e v o t i n g shares 

o f F i r s t S e c u r i t y C o r p o r a t i o n and about 1 / 2 o f 1 p e r c e n t 

o f the n o n - v o t i n g sha res . 

620 The w i t n e s s s a i d t h a t he had s t u d i e d a good 

many f i n a n c i a l s ta temen ts and a good many s t a t i s t i c s 

a l t h o u g h he d i d n o t assume any d i r e c t r e s p o n s i b i l i t y f o r 

621 s u p e r v i s i o n o f t he su rveys made and s t a t i s t i c s p u b l i s h e d 

by the B o a r d ' s s t a f f . R e f e r r i n g t o a q u e s t i o n about h i s 

knowledge o f t h e bank ing s t r u c t u r e , e t c . i n t he 1 2 t h 

F e d e r a l Reserve d i s t r i c t , t h e w i t n e s s s a i d t h a t he l o o k e d 

a t the s t a t i s t i c s f o r t he c o u n t r y as a who le and c o u l d n ' t 

g i v e bank ing s t a t i s t i c s f o r any p a r t i c u l a r d i s t r i c t . He 
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622 i d e n t i f i e d the s t a t e s i n c l u d e d i n t h e 1 2 t h F e d e r a l 

Reserve d i s t r i c t and s a i d t h a t h i s bank ing e x p e r i e n c e 

p r i o r t o h i s Government s e r v i c e was e n t i r e l y i n t h a t 

d i s t r i c t w i t h t h e e x c e p t i o n o f a bank i n Rock S p r i n g s , 

Wyoming, and t h a t he i s b e t t e r a c q u a i n t e d w i t h g e n e r a l 

economic c o n d i t i o n s i n t h a t d i s t r i c t , b u t n o t w i t h t h e 

s t a t i s t i c s . 

The w i t n e s s i d e n t i f i e d t h e head o f f i c e and 

branches o f t h e F e d e r a l Reserve Bank o f San F r a n c i s c o 

and t he a reas se r ved by each o f f i c e . He a l s o s a i d t h a t 

Wyoming i s i n t h e 1 0 t h F e d e r a l Reserve d i s t r i c t , under 

t h e j u r i s d i c t i o n o f t h e Omaha Branch o f t he F e d e r a l 

625 Reserve Bank o f Kansas C i t y . He s a i d t h a t he i s a c q u a i n t e d 

w i t h t he geography and t he d i s t r i b u t i o n o f t h e p o p u l a t i o n 

i n a g e n e r a l way i n t h e 1 2 t h d i s t r i c t and i n Wyoming. 

626 The w i t n e s s r e p e a t e d t h a t Mr . D r e i b e l b i s f s 

memorandum (Board T s E x h i b i t 43) was t h e f i r s t o p i n i o n 

t h a t t h e Board had r e c e i v e d f r o m c o u n s e l w i t h r e s p e c t t o 

i t s powers under t h e C l a y t o n A c t , a l t h o u g h t h e C l a y t o n 

Ac t had been on t h e books f o r 30 y e a r s . 

627 Counsel f o r t h e Respondent read an e x c e r p t 

f r o m t h e D r e i b e l b i s memorandum w h i c h suggested t h a t t h e 

629 m a t t e r o f t h e B o a r d ' s a u t h o r i t y and r e s p o n s i b i l i t y under 

t h e C l a y t o n A c t be t a k e n up w i t h t h e A t t o r n e y G e n e r a l . 
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I n a f u r t h e r q u e s t i o n , c o u n s e l f o r Respondent a t t e m p t e d 

t o suggest t h a t i t was p u r s u a n t t o t h e D r e i b e l b i s memo-

randum t h a t t h e Board t u r n e d ove r i t s f i l e s on t h e 

T ransamer ica m a t t e r t o t he A t t o r n e y Genera l i n connec-

t i o n w i t h t h e l a t t e r f s a n t i - t r u s t i n v e s t i g a t i o n . The 

B o a r d ' s s o l i c i t o r o b j e c t e d t o t h i s i m p l i c a t i o n and 

c o u n s e l f o r Respondent was a b l e t o o b t a i n f r om t he w i t -

ness o n l y the s t a t e m e n t t h a t t h e B o a r d ' s f i l e s were 

t u r n e d over t o t h e A t t o r n e y Gene ra l i n 1944 and t h a t 

t h e D r e i b e l b i s o p i n i o n was a l s o d a t e d i n 1944* The 

630 w i t n e s s f u r t h e r s a i d t h a t he d i d n o t r e c a l l whe the r o r 

n o t t he q u e s t i o n s r a i s e d by D r e i b e l b i s were t a k e n up 

w i t h the A t t o r n e y G e n e r a l . 

The w i t n e s s s t a t e d t h a t i t was a f t e r t h e 

A t t o r n e y Gene ra l had comple ted h i s i n v e s t i g a t i o n o f t h e 

q u e s t i o n o f an a n t i - t r u s t p r o c e e d i n g a g a i n s t T r a n s -

amer i ca t h a t he a t t e n d e d a c o n f e r e n c e a t w h i c h t h e 

633 A t t o r n e y Genera l was p r e s e n t i n 1945- He s a i d t h a t he 

d i d n o t remember t h a t t he A t t o r n e y Genera l a d v i s e d h im 

a t t h a t c o n f e r e n c e t h a t h i s i n v e s t i g a t i o n d i d no t 

d e v e l o p f a c t s t o s u s t a i n a case a g a i n s t T r a n s a m e r i c a , i t 

634 be ing h i s r e c o l l e c t i o n t h a t t h e mee t i ng was h e l d 

p r i m a r i l y f o r d i s c u s s i n g t h e need o f bank h o l d i n g com-

pany l e g i s l a t i o n and he supposed t h a t the A t t o r n e y 
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Genera l was p r e s e n t w i t h t he r e p r e s e n t a t i v e s o f t he bank 

s u p e r v i s o r y agenc ies because h i s i n v e s t i g a t i o n o f T r a n s -

amer ica wou ld have g i v e n h im some i n t e r e s t i n t h e whole 

q u e s t i o n o f necessary r e g u l a t o r y l e g i s l a t i o n . However, 

t h e w i t n e s s ag reed t h a t t h e A t t o r n e y Genera l d e c l i n e d t o 

634 unde r take a p r o s e c u t i o n o f T ransamer i ca under t he a n t i -

t r u s t l a w s . 

635 R e l a t i v e t o M r . Townsend's employment by t he 

Board , Mr . Townsend s t i p u l a t e d t h a t he e n t e r e d t he B o a r d ' s 

employment on March 1 , 1945, and t h a t i n December 1945 

he made t h e f i n a l argument b e f o r e t h e S e c u r i t i e s and 

Exchange Commission on a n o t h e r m a t t e r i n w h i c h he had 

636 been engaged a g a i n s t T r a n s a m e r i c a . The w i t n e s s s a i d 

t h a t the Board f e l t t h a t the c o n t i n u e d employment o f M r . 

Leachman o f D a l l a s as o u t s i d e counse l was i m p r a c t i c a l 

and c o s t l y , and r a i s e d t h e q u e s t i o n w i t h Mr . D r e i b e l b i s 

abou t t h e employment o f f u l l - t i m e counse l w i t h t he Boa rd , 

whereupon Mr . D r e i b e l b i s recommended t he employment o f 

M r . Townsend as A s s i s t a n t Gene ra l Counse l , up t o w h i c h 

t i m e , he doub ted t h a t any member o f t h e Board had ever 

met Mr . Townsend. He s a i d t h a t he d i d n o t remember t h a t 

637 Mr . Townsend fs p a s t employment on T ransamer i ca m a t t e r s 

was even c o n s i d e r e d and t h a t t h e p a r t i c u l a r work t o w h i c h 

he m i g h t be a s s i g n e d i n t h e B o a r d ' s o f f i c e was w i t h i n 
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t h e a u t h o r i t y o f t he Gene ra l Counsel f o r t h e Board . 

However, Mr . Townsend was a s s i g n e d t o t a k e Mr . Leachman fs 

p l a c e on t h e T ransamer i ca m a t t e r . 

The w i t n e s s s a i d t h a t i n February 1947 he 

u rged t he A t t o r n e y G e n e r a l t o r e c o n s i d e r h i s p r e v i o u s 

638 o p i n i o n t h a t no p r o s e c u t i o n o f T ransamer ica was w a r r a n t e d 

and , t h e r e a f t e r , was a d v i s e d v e r b a l l y by t h e A t t o r n e y 

Genera l t h a t he had sen t t h e communica t ion t o Mr . Snyde r , 

S e c r e t a r y o f t h e T r e a s u r y , a t t h e l a t t e r f s r e q u e s t . 

A l t h o u g h t h e w i t n e s s w r o t e t h e S e c r e t a r y o f t he T reasu ry 

w i t h r e f e r e n c e t o the same m a t t e r , he never r e c e i v e d a 

r e p l y f r om e i t h e r t he A t t o r n e y Gene ra l o r t h e S e c r e t a r y . 

639 The w i t n e s s s a i d t h a t i t was a f t e r t h e f o r e g o -

i n g even ts t h a t t h e Board r e q u e s t e d a r e p o r t f r o m M r . 

Townsend w i t h recommendat ions on t he T ransamer i ca m a t t e r . 

When asked i f M r . Townsend fs memorandum was t he b a s i s 

upon w h i c h t he Board a u t h o r i z e d t h e i n v e s t i g a t i o n t h a t 

l e d t o t he i n i t i a t i o n o f t h e c u r r e n t p r o c e e d i n g s , t he 

w i t n e s s r e p l i e d : "Not t h a t s o l e l y . That was one o f t h e 

f a c t o r s , c e r t a i n l y . T h a t , w i t h o u t a l l o f t h e background 

t h a t had gone b e f o r e over t he y e a r s , wou ld n o t c e r t a i n l y 

have been any b a s i s f o r a c t i o n ; b u t t h a t t a k e n i n t o 

accoun t w i t h e v e r y t h i n g t h a t had preceded i t was r e s p o n -

s i b l e f o r t he a u t h o r i z a t i o n t o de te rm ine whe the r o r n o t 
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t h i s a c t i o n was wa r ran ted . 1 1 

641 The w i t n e s s wou ld n o t ag ree t h a t h i s word 

"backg round" meant o n l y t he background t h a t had been 

d i s c u s s e d i n h i s t e s t i m o n y . He s a i d i t was a 3 0 - y e a r 

background and o n l y t h e h i g h s p o t s had been touched 

upon. 

R e f e r r i n g t o t he u n a n i m i t y o f t he B o a r d ' s 

a c t i o n i n i n i t i a t i n g t h e T ransamer i ca h e a r i n g , t h e 

w i t n e s s s a i d t h a t t h e r e had been a number o f i n s t a n c e s 

where t h e r e had been d i sag reemen t i n t h e Board b u t 

t h a t he c o u l d n o t a t t h e moment r e c a l l any s p e c i f i c 

i n s t a n c e s . 

He acknowledged t h a t c o u n s e l f o r Respondent 

643 was c o r r e c t i n s t a t i n g t h a t t he w i t n e s s was a t t h e 

t i m e o f h i s t e s t i m o n y s e r v i n g as Chairman p r o tem o f 

t he Board d u r i n g t h e absence o f M r . McCabe, and by 

e l e c t i o n o f t he Boa rd . 

644 A t t h i s p o i n t ( f o l l o w i n g a r e c e s s ) , t he 

B o a r d ' s s o l i c i t o r s t a t e d t h a t t he w i t n e s s wanted t o 

c o r r e c t an e r roneous i m p r e s s i o n l e f t by h i s p r e v i o u s 

t e s t i m o n y w i t h r e s p e c t t o t he Sherman A c t i n v e s t i g a t i o n : 

The f a c t i s t h a t t h e m a t t e r was n o t r e f e r r e d by t h e 

A t t o r n e y Genera l t o t he S e c r e t a r y o f t he T reasu ry a t t h e 

S e c r e t a r y ' s r e q u e s t , b u t r a t h e r t h a t t he A t t o r n e y Genera l 
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h i m s e l f had v o l u n t a r i l y r e f e r r e d t h e m a t t e r t o t h e 

S e c r e t a r y . 

645 The w i t n e s s s t a t e d t h a t , f o l l o w i n g t h e u n a n i -

mous a d o p t i o n o f t he r e s o l u t i o n by t he Board d i r e c t i n g 

t h a t an i n v e s t i g a t i o n be u n d e r t a k e n under t h e d i r e c t i o n 

o f i t s l e g a l d i v i s i o n t o a s c e r t a i n whe the r t o i n s t i t u t e 

s t a t u t o r y p roceed ings con temp la ted by s e c t i o n 11 o f t he 

C l a y t o n A c t , l o o k i n g t o t h e e n t r y o f an o r d e r r e q u i r i n g 

Transamer ica t o d i v e s t i t s e l f o f c e r t a i n bank s t o c k s , 

he w r o t e a l e t t e r d a t e d November 7 , 1947 t o P r e s t o n 

De lano , C o m p t r o l l e r o f t h e C u r r e n c y , a p p r i s i n g h im o f 

t he Board a c t i o n . Counse l f o r the Respondent read t h e 

647 l e t t e r i n t o t h e r e c o r d . 

643 Tha t l e t t e r s t a t e d t h a t t he B o a r d ' s a c t i o n 

r e f e r r e d t o t he p o s s i b i l i t y o f t h e e n t r y o f an o r d e r 

r e q u i r i n g T ransamer i ca C o r p o r a t i o n t o d i v e s t i t s e l f o f 

t he s t o c k o f any o r a l l o f t he banks w h i c h i t owned 

w i t h t he e x c e p t i o n o f t h a t o f Bank o f Amer ica N .T . & 

S .A . A d v e r t i n g t o t h a t f a c t , counse l f o r t h e Respondent 

c a l l e d t he w i t n e s s ' s a t t e n t i o n t o t he f a c t t h a t t he 

649 Compla in t i n t h e c u r r e n t p r o c e e d i n g demands the d i v e s t -

ment o f t h e s t o c k o f Bank o f Amer ica a l s o and the 

w i t n e s s r e p l i e d t h a t t h a t change had come about a f t e r 

t he i n v e s t i g a t i o n and t he r e p o r t . 
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The w i t n e s s s t a t e d t h a t , f o l l o w i n g t h e B o a r d ' s 

d i r e c t i v e o f Oc tober 31> t h e B o a r d ' s s t a f f conduc ted an 

i n v e s t i g a t i o n i n Wash ing ton , D. C. and i n C a l i f o r n i a , M r . 

Townsend be ing i n charge o f t h a t i n v e s t i g a t i o n , a s s i s t e d 

by o t h e r members o f the s t a f f i n c l u d i n g Mess rs . Chase, 

650 Thompson, S m i t h , and H o r b e t t . A s s i s t a n c e was a l s o r e n -

de red by t he s t a f f o f t he F e d e r a l Reserve Bank o f San 

F r a n c i s c o b u t t h e w i t n e s s s t a t e d t h a t he d i d n o t know how 

652 t h a t m a t t e r was a r r a n g e d . He a l s o s a i d t h a t he d i d n o t 

p a r t i c i p a t e i n p e r i o d i c c o n s u l t a t i o n s w i t h r e s p e c t t o t h e 

charges w h i c h were t o be made i n t h e C o m p l a i n t , b u t he 

d i d r e v i e w t h e Comp la in t b e f o r e i t was f i l e d • 

657 H i s a t t e n t i o n h a v i n g been d i r e c t e d t o t h e a l l e -

g a t i o n s o f t h e Comp la in t r e f e r r i n g t o banks owned by 

Transamer ica i n t h e s t a t e s o f A r i z o n a , Wash ing ton , and 

Nevada, t he w i t n e s s s t a t e d t h a t he was aware and i n t e n d e d 

t h a t t he charges o f t he C o m p l a i n t app l y t o t h e s t a t e s o f 

A r i z o n a , Nevada, and Wash ing ton , as w e l l as t o t h e o t h e r s 

men t i oned . 

660 Responding t o an i n q u i r y as t o t h e s p e c i f i c 

communi t ies i n t h e S t a t e o f A r i z o n a w i t h r e s p e c t t o w h i c h 

i t was h i s i n t e n t i o n t o charge t h a t c o m p e t i t i o n had been 

l e s s e n e d by t he banks , o r t r a d e had been r e s t r a i n e d , o r 

t h a t t h e r e had been any tendency t o c r e a t e a monopo ly , 
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t he w i t n e s s s a i d : " I d i d n o t c o n s i d e r any o f t he commu-

n i t i e s s p e c i f i c a l l y i n t h e S t a t e o f A r i z o n a o r any o t h e r 

s t a t e . As f a r as my c o n s i d e r a t i o n was concerned , I t o o k 

i n t o a c c o u n t t he w h o l e , o v e r - a l l s i t u a t i o n , wh i ch seems 

t o me the o n l y way t h i s m a t t e r can be c o n s i d e r e d , w h i c h 

i s n o t t h e q u e s t i o n o f whe the r i n some p a r t i c u l a r commu-

n i t y , whe the r i n A r i z o n a , C a l i f o r n i a , o r Oregon, o r i n 

any o t h e r community t h a t a monopoly e x i s t e d o r t h a t t h e 

o p e r a t i o n tended toward t h e c r e a t i o n o f a monopoly i n 

any p a r t i c u l a r i n d i v i d u a l community o r s t a t e . I t o o k 

i n t o accoun t t h e e f f e c t upon t he e n t i r e a rea o f a c o n t i n -

u a t i o n o f t he g row th o f t h e T ransamer i ca C o r p o r a t i o n , 

c e r t a i n l y i n t h e l i g h t o f what had happened i n t he p a s t 

w i t h r e f e r e n c e t o i t s g r o w t h , t h a t t h e r e was a q u e s t i o n ^ 

as I u n d e r s t o o d i t , o f whe ther o r n o t t h i s expans ion o f 

T ransamer i ca was t e n d i n g toward t h e c r e a t i o n o f a monop-

o l y , o r was t e n d i n g t o l e s s e n c o m p e t i t i o n , n o t i n any 

one i s o l a t e d o r p a r t i c u l a r community o r one p a r t i c u l a r 

s t a t e . " 

661 The w i t n e s s s a i d a g a i n t h a t i t was the o v e r - a l l 

s t a t i s t i c a l p i c t u r e t h a t he rega rded as impor tant ; r a t h e r 

t h a n t he q u e s t i o n o f t h e e x i s t e n c e o f a monopoly i n any 

one p l a c e . 
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663 The w i t n e s s s a i d t h a t he was n o t f a m i l i a r w i t h 

t he g r o w t h d u r i n g t h e l a s t t e n y e a r s o f t h e d e p o s i t s , 

l o a n s , and bank ing o f f i c e s o f t h e F i r s t N a t i o n a l Bank o f 

A r i z o n a and i t s a f f i l i a t e , Phoen ix Sav ings and T r u s t 

Company• 

666 Upon be ing asked by c o u n s e l w h e t h e r , i n a p p r o v -

i n g and a u t h o r i z i n g t he f i l i n g o f t h e C o m p l a i n t , he d i d 

n o t f e e l i t was necessary f o r h im i n t h e per fo rmance o f 

h i s p u b l i c d u t y t o i n q u i r e as t o t h e c o m p e t i t i v e s i t u a -

t i o n i n any l o c a l i t y d i s c u s s e d i n t h e C o m p l a i n t , t he w i t -

ness answered t h a t he d i d n o t . 

671 Upon b e i n g shown a copy o f t h e p r e s i d e n t ' s 

annua l r e p o r t t o t h e s t o c k h o l d e r s o f t h e V a l l e y N a t i o n a l 

Bank, P h o e n i x , A r i z o n a , f o r January 1 1 , 1949, t h e w i t -

672 ness s a i d he had n o t seen t he document b e f o r e and he 

f u r t h e r s a i d t h a t he was n o t f a m i l i a r w i t h A r i z o n a a t 

a l l , h a v i n g never been i n t h e s t a t e . 

679 The w i t n e s s i d e n t i f i e d a s t a t e m e n t o f t h e 

B o a r d ' s S e c r e t a r y , d a t e d February 9> 1949, as a c o r r e c t 

s t a t e m e n t o f t h e a c t i o n t a k e n and t he persons p r e s e n t 

a t t h e mee t i ng o f t h e Board on October 31 , 1947* Counse l 

f o r Respondent read t h e s ta temen t i n t o t h e r e c o r d * A f t e r 

s t a t i n g t h a t those p r e s e n t a t t he m e e t i n g were Board 

members E c c l e s , Symczak, D r a p e r , Evans , and C l a y t o n , i t 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Pagje 

c o n t i n u e d : f lBy unanimous v o t e o f t h e members p r e s e n t , 

t h e l e g a l d i v i s i o n was d i r e c t e d t o make t h e i n v e s t i g a -

t i o n recommended i n M r . Townsend's memorandum. I n 

t a k i n g t h a t a c t i o n , i t was u n d e r s t o o d t h a t a p p r o p r i a t e 

l e t t e r s wou ld be s e n t over t h e Cha i rman 's s i g n a t u r e t o 

t h e A t t o r n e y G e n e r a l , t he C o m p t r o l l e r o f t h e C u r r e n c y , 

and t h e Chairman o f t h e F e d e r a l D e p o s i t I n s u r a n c e Co r -

p o r a t i o n , a d v i s i n g them o f t h e B o a r d ' s a c t i o n and t h a t , 

i f he shou ld so d e s i r e , Chairman E c c l e s wou ld be a t 

l i b e r t y t o d i s c u s s t he m a t t e r i n f o r m a l l y w i t h Under-

s e c r e t a r y o f t h e T reasu ry W i g g i n s . " 

680 The w i t n e s s a l s o i d e n t i f i e d memorandum marked 

as B o a r d ' s E x h i b i t 44 as t he memorandum o f Mr . Townsend 

t o t h e Board , d a t e d October 31 , 1947, r e f e r r e d t o i n 

681 t h e m inu tes o f t he Board j u s t q u o t e d . He a l s o s a i d t h a t 

t h e t h r e e l e t t e r s r e f e r r e d t o i n t h e m inu tes quo ted were 

s i m i l a r t o t he l e t t e r p r e v i o u s l y r e a d i n t o t h e r e c o r d as 

h a v i n g been s e n t t o C o m p t r o l l e r o f t h e Cur rency De lano• 

The a t t e n t i o n o f t h e w i t n e s s was d i r e c t e d t o a 

volume e n t i t l e d "Bank ing S t u d i e s " , p repa red by members 

o f t h e s t a f f o f t h e Board o f Gove rno rs . He s a i d t h a t , 

w h i l e he knew t h e volume was p u b l i s h e d , he had n o t r ead 

any p o r t i o n o f i t and d i d n ' t know what went i n t o i t , 

t h a t t h e m a t e r i a l c o n t a i n e d i n i t r e p r e s e n t e d t h e v iews 
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o f t he i n d i v i d u a l members o f t h e s t a f f upon c e r t a i n 

s u b j e c t s and t h a t t he Board t o o k no r e s p o n s i b i l i t y f o r 

682 i t * Counsel r e a d an e x c e r p t f r o m a c h a p t e r o f t h e s a i d 

vo lume, w r i t t e n by C. E. Cag le , and e n t i t l e d " B r a n c h , 

C h a i n , and Group B a n k i n g " , as f o l l o w s : 

" F e d e r a l Laws. - The o n l y F e d e r a l s t a t u t e 

w h i c h m i g h t be r e g a r d e d as r e s t r i c t i n g o r a f f e c t i n g 

c h a i n bank ing as such i s t he C l a y t o n A n t i - T r u s t A c t . 

I t a f f e c t s c h a i n bank ing o n l y t o t h e e x t e n t t h a t t h e 

banks i n v o l v e d m i g h t be r e g a r d e d as l i n k e d t o g e t h e r 

t h r o u g h i n t e r l o c k i n g d i r e c t o r s , o f f i c e r s , o r employees, 

and t h e n o n l y i f one o f t h e banks i s a member o f t h e 

F e d e r a l Reserve System. Many i n s u r e d and n o n - i n s u r e d 

banks w h i c h a re n o t a f f e c t e d a r e l a r g e r and more 

i m p o r t a n t t h a n many member banks w h i c h a r e a f f e c t e d by 

t h e A c t . An amendment c o n t a i n e d i n t h e Bank ing A c t o f 

1935 removed any r e s t r i c t i o n s w i t h r e s p e c t t o i n t e r -

l o c k i n g d i r e c t o r a t e s o f banks n o t l o c a t e d I n t h e same, 

a d j a c e n t , o r c o n t i g u o u s c i t i e s o r t owns . The A c t i s 

n o t a p p l i c a b l e i n cases where a m a j o r i t y o f t he s t o c k 

o f t h e banks i n q u e s t i o n i s owned by t h e same s h a r e -

h o l d e r s • " 

683 The w i t n e s s s a i d t h a t t h e i t e m quo ted had n o t 

been b r o u g h t t o h i s a t t e n t i o n i n c o n n e c t i o n w i t h h i s 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Page 

c o n s i d e r a t i o n o f t he B o a r d ' s d u t i e s and r e s p o n s i b i l i t i e s 

under t h e C l a y t o n A c t . 

The w i t n e s s s a i d he p e r s o n a l l y owns 1 /9 i n t e r -

e s t i n E c c l e s I n v e s t m e n t Company and t h a t t h e o t h e r 

s t o c k h o l d e r s were h i s b r o t h e r s and s i s t e r s , each o f whom 

684 a l s o had a 1 / 9 i n t e r e s t . He s a i d t h a t he i s D i r e c t o r and 

P r e s i d e n t o f E c c l e s I n v e s t m e n t Company, t h a t t h e r e a re 9 

d i r e c t o r s a l t o g e t h e r , t h a t he c o n t i n u e d as P r e s i d e n t and 

D i r e c t o r d u r i n g a l l t he t i m e t h a t he had been a member o f 

t h e Board o f Gove rno rs . He s a i d t h a t he was P r e s i d e n t o f 

t he F i r s t S e c u r i t y C o r p o r a t i o n f r o m 1926 u n t i l he went t o 

Wash ing ton i n 1934 and , a t t h a t t i m e , he s o l d h i s s t o c k 

i n t e r e s t i n F i r s t S e c u r i t y C o r p o r a t i o n t o t he E c c l e s 

I n v e s t m e n t Company, and was p a i d t h e r e f o r i n cash. 

686 As t o whe the r he rega rded t h e 44 p e r c e n t owner -

s h i p o f t h e v o t i n g shares o f F i r s t S e c u r i t y C o r p o r a t i o n 

h e l d by E c c l e s I n v e s t m e n t Company as s u f f i c i e n t t o con -

t r o l , t h e w i t n e s s s a i d : "The 44 p e r c e n t o f v o t i n g s t o c k 

owned by t h e E c c l e s I n v e s t m e n t Company w o u l d , I suppose, 

be c o n s i d e r e d c o n t r o l o f t h e F i r s t S e c u r i t y C o r p o r a t i o n 

i f i t w a s n ' t f o r t he f a c t t h a t a n o t h e r company, i n w h i c h 

we have a b s o l u t e l y no c o n n e c t i o n , c o m p l e t e l y i n d e p e n d e n t , 

owns an e q u a l amount . C e r t a i n l y i f 44 p e r c e n t o f a com-

pany o r a g r e a t d e a l l e s s t h a n 44 p e r c e n t were owned and 
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t h e ba lance o f t he s t o c k was s u f f i c i e n t l y s c a t t e r e d , 

even as l i t t l e a s , c e r t a i n l y , t e n p e r c e n t i s o f t e n 

c o n t r o l . Very o f t e n c o n t r o l has been e x e r c i s e d by 

c o r p o r a t i o n s where t h e r e i s no s t o c k h o l d e r o w n e r s h i p . 

The q u e s t i o n o f c o n t r o l i s a m a t t e r o f f a c t . I n a 

p a r t i c u l a r i n s t a n c e , t he E c c l e s I n v e s t m e n t Company 

wou ld o n l y c o n t r o l i n c o n j u n c t i o n w i t h a n o t h e r company 

i f they were a lways i n comple te ag reemen t . " I n t h e 

case men t i oned , he d i d n o t r e g a r d t h a t the 44 p e r c e n t 

ownersh ip was c o n t r o l . 

687 The w i t n e s s s a i d t h a t t h e F i r s t S e c u r i t y 

C o r p o r a t i o n c o n t r o l s t he s t o c k o f t h r e e banks — The 

F i r s t S e c u r i t y Bank o f I d a h o , The F i r s t S e c u r i t y Bank 

o f U tah , and The F i r s t S e c u r i t y Bank o f Rock S p r i n g s , 

Wyoming. He d i d n o t remember t he pe rcen tages o f s t o c k 

ownersh ip b u t s t a t e d t h a t i t was s u b s t a n t i a l l y more 

t h a n 50 p e r c e n t i n each i n s t a n c e . 

688 He s a i d t h a t i n 1948, t h e F i r s t N a t i o n a l Bank 

o f S a l t Lake C i t y and t he F i r s t S e c u r i t y T r u s t Company 

o f S a l t Lake C i t y were merged i n t o t h e F i r s t S e c u r i t y 

Bank o f Utah N a t i o n a l A s s o c i a t i o n , t he banks h a v i n g 

been owned by t h e F i r s t S e c u r i t y p r i o r t o t h e m e r g e r . 

When asked how many u n i t banks had been merged o r con -

s o l i d a t e d w i t h t h e t h r e e banks p r e v i o u s l y i d e n t i f i e d as 
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now owned by t h e F i r s t S e c u r i t y C o r p o r a t i o n , t h e w i t n e s s 

d i d n o t g i v e any ve ry d e f i n i t e answer e x c e p t t o say t h a t 

t h e f i g u r e was n o t h i n g l i k e 50 . 

691 Counse l f o r Respondent i m p l i e d t h a t t he 

banke rs 1 manuals i n d i c a t e d t h a t t h e r e were abou t 50 banks 

merged i n t o t h e i n s t i t u t i o n s ment ioned and asked i f t h e 

f i g u r e s shown by t he b a n k e r s 1 manuals a r e wrong . When 

t h e w i t n e s s r e p l i e d , " W e l l , i t c o u l d b e " , c o u n s e l asked 

whether he wou ld r e g a r d t he B o a r d ' s e x h i b i t s p r e v i o u s l y 

i n t r o d u c e d , i n so f a r as they were based upon banke rs 1 

manuals , as r e l i a b l e , and t h e answer was, " I c o u l d n ' t say 

as t o t h a t " . 

694 A f t e r c o n s i d e r a b l e s p a r r i n g as t o t he meaning 

o f c o u n s e l ' s q u e s t i o n , t h e w i t n e s s s a i d t h a t i t was h i s 

i n f o r m a t i o n t h a t t he t h r e e banks r e f e r r e d t o c u r r e n t l y 

695 own 38 bank ing o f f i c e s i n t h e s t a t e s o f U tah , I d a h o , and 

Wyoming. Based on c o u n s e l ' s i n f o r m a t i o n t h a t 4 o f t he 

38 bank ing o f f i c e s were de novo b ranches , t h e w i t n e s s 

agreed t h a t t he r e m a i n i n g 34 o f f i c e s wou ld have been t h e 

o u t g r o w t h o f a c q u i s i t i o n s o f banks and t h a t , s i n c e a l l 

o f them became branches o f a s t a t e member o r o f a n a t i o n a l 

bank , t he Board o f Governors wou ld have had f u l l i n f o r m a -

t i o n about t h e a c q u i s i t i o n s . 
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696 The w i t n e s s c o n f i r m e d t h a t , on June 3 0 , 1937, 

t h e F i r s t S e c u r i t y Bank o f I d a h o , w h i c h t h e n had a 

b r a n c h i n t he town o f Burnet t , I d a h o , purchased t h e 

Emmett a s s e t s and t o o k ove r t h e Emmett bank ing o f f i c e o f 

t h e Idaho F i r s t N a t i o n a l Bank i n Emmett, t h e r e b y r e d u c -

697 i n g Emmett t o t h e s t a t u s o f a one-bank town, and t h a t , 

on t h e same d a y , t h e Idaho F i r s t N a t i o n a l Bank, w h i c h 

t h e n had a b r a n c h i n t he town o f R u p e r t , I d a h o , pu rchased 

t he a s s e t s and t o o k ove r t h e bank ing o f f i c e o f t he b r a n c h 

o f t he F i r s t S e c u r i t y Bank o f Idaho w h i c h had p r e v i o u s l y 

been o p e r a t i n g i n R u p e r t . When i t was b r o u g h t t o h i s 

a t t e n t i o n t h a t , as a r e s u l t o f these t r a n s a c t i o n s , two 

towns i n Idaho w h i c h p r e v i o u s l y had two banks , t h e r e a f t e r 

had o n l y one bank each , t h e w i t n e s s s a i d he found n o t h i n g 

improper i n a s i t u a t i o n o f t h a t s o r t where the s i z e o f 

t he town i s n o t s u f f i c i e n t t o be a b l e t o suppo r t two 

banks , w h i c h was t he c o n d i t i o n i n Idaho d u r i n g the d e p r e s -

s i o n . 

The w i t n e s s s a i d t h a t , a t one t i m e , he was 

p r e s i d e n t o f t he F i r s t S e c u r i t y Bank o f Utah, b u t c o u l d 

n o t r e c a l l what c o n n e c t i o n , i f any , he had w i t h t h e F i r s t 

S e c u r i t y Bank o f Idaho o f wh i ch M r . E. G. Benne t t was 

p r e s i d e n t . He s a i d t h a t he was p r e s i d e n t o f t h e F i r s t 

698 S e c u r i t y Bank o f Utah f r o m the t i m e i t became t h e F i r s t 
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S e c u r i t y Bank o f Utah u n t i l he went t o Wash ing ton i n 

November 193-4* a n ( i t h a t he was a t t h e same t i m e p r e s i -

den t o f t he F i r s t S e c u r i t y C o r p o r a t i o n . He was s u c -

ceeded as p r e s i d e n t o f t h e bank by h i s b r o t h e r , George 

E c c l e s , and by Mr . B e n n e t t as p r e s i d e n t o f t h e F i r s t 

S e c u r i t y C o r p o r a t i o n , M r . Benne t t l a t e r be ing r e p l a c e d 

by George E c c l e s . 

699 The w i t n e s s s a i d t h a t a n o t h e r b r o t h e r , Spencer 

E c c l e s , i s a d i r e c t o r o f t h e F i r s t S e c u r i t y C o r p o r a t i o n 

and t h a t W i l l a r d E c c l e s , a l s o a b r o t h e r , i s s e c r e t a r y 

and t r e a s u r e r and d i r e c t o r o f t h e F i r s t S e c u r i t y C o r p o r a -

t i o n and v i c e p r e s i d e n t and d i r e c t o r o f t h e F i r s t 

S e c u r i t y Bank o f U t a h . 

700 He c o n f i r m e d t h a t t he F i r s t S e c u r i t y Bank o f 

I d a h o , t h e F i r s t S e c u r i t y Bank o f U t a h , and t he F i r s t 

S e c u r i t y Bank o f Rock S p r i n g s , Wyoming, a l l a d v e r t i s e d 

themse lves as members o f t h e F i r s t S e c u r i t y C o r p o r a t i o n 

System w h i c h r e f e r s t o i t s e l f as t h e l a r g e s t I n t e r m o u n t a i n 

bank ing o r g a n i z a t i o n . 

The w i t n e s s s a i d t h a t , when he was ou t home 

and h i s b r o t h e r s asked q u e s t i o n s , he a d v i s e d w i t h them 

as he does w i t h a g r e a t many o t h e r bankers about b a n k i n g , 

and economics , and f i n a n c i a l p o l i c i e s . He s a i d t h a t he 

701 does n o t spend any t i m e i n t h e banks a t a l l and t h a t h i s 
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c o n v e r s a t i o n s abou t t h e banks a re a b o u t g e n e r a l economic 

c o n d i t i o n s and n o t a b o u t any s p e c i f i c c o n d i t i o n s w i t h 

r e f e r e n c e t o t h e banks a t a l l . H i s c o n v e r s a t i o n s w i t h 

h i s b r o t h e r s a r e m o s t l y w i t h r e f e r e n c e t o v a r i o u s o t h e r 

companies t h a t he i s i n t e r e s t e d i n . 

702 When asked a g a i n i f i t w a s n ' t a f a c t t h a t he 

i s f r e q u e n t l y asked f o r a d v i c e by h i s b r o t h e r s on t h e i r 

most i m p o r t a n t bank ing p r o b l e m s , t h e w i t n e s s r e p l i e d : 

"No. I am n o t . They have made expans ions and a c q u i s i -

t i o n s and l o a n s and they have never a d v i s e d o r c o n s u l t e d 

me a t a l l . They have a v e r y adequate s t a f f and o r g a n i z a -

t i o n and I have been a l m o s t e n t i r e l y away f rom i t , o u t 

o f t o u c h w i t h what i s g o i n g on i n t h e bank ing f i e l d . " 

He f u r t h e r s a i d t h a t he does n o t i n any way i n f l u e n c e 

t h e i r p o l i c y s i t u a t i o n w i t h r e s p e c t t o t he banks and 

r e i t e r a t e d he a d v i s e d w i t h them o n l y i n a g e n e r a l way 

w i t h r e f e r e n c e t o g e n e r a l economic c o n d i t i o n s . 

704 W i t h r e f e r e n c e t o t he t i m e devo ted by h im t o 

t h e F i r s t S e c u r i t y C o r p o r a t i o n and h i s p r i v a t e f i n a n c i a l 

i n t e r e s t s , t he w i t n e s s s a i d : " I d e v o t e no t ime t o t h e 

a f f a i r s o f t he F i r s t S e c u r i t y C o r p o r a t i o n banks and such 

t i m e as I devo te t o t he o t h e r companies i s a ve ry l i m i t e d 

t i m e . I t i s n o m i n a l . " 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Pagje 

When asked i f he has never h a d , s i n c e becoming 

a member o f t he Boa rd , a p e r s o n a l i n t e r e s t i n t h e a c q u i -

s i t i o n o f any banks , he s a i d t h a t he has n o t been a d v i s e d 

o r c o n s u l t e d on t h e q u e s t i o n o f a c q u i s i t i o n s , b u t t h a t he 

n a t u r a l l y has t h e o r d i n a r y human i n t e r e s t i n t he success 

o r f u t u r e o f t h e F i r s t S e c u r i t y C o r p o r a t i o n , i n w h i c h h i s 

f a m i l y has a v e r y s u b s t a n t i a l i n v e s t m e n t . He s a i d t h a t 

705 i n becoming a member o f t h e Board , he had comp l i ed w i t h 

t he law i n d i s p o s i n g o f h i s s t o c k i n t e r e s t s i n banks and 

s e v e r i n g h i s c o n n e c t i o n s as an o f f i c e r o r d i r e c t o r o f 

such i n s t i t u t i o n s and t h a t h i s i n t e r e s t i n t he E c c l e s 

I n v e s t m e n t Company was f u l l y e x p l o r e d a t t he t i m e h i s 

appo in tmen t t o t h e Board was b e i n g c o n s i d e r e d by t he 

Sena te . 

707 On f u r t h e r q u e s t i o n i n g , t h e w i t n e s s r e p e a t e d 

a g a i n t h a t he had n o t a d v i s e d w i t h r e f e r e n c e t o t h e p u r -

chase o f a bank , o r recommended t h e purchase o f a bank , 

o r i n f l u e n c e d t h e purchase o f banks on t he p a r t o f t h e 

F i r s t S e c u r i t y C o r p o r a t i o n , a l t h o u g h he p o s s i b l y wou ld 

have some i n t e r e s t i n t h e knowledge t h a t they had a c q u i r e d 

a bank . 

708 On t h e m a t t e r o f long d i s t a n c e t e l ephone c a l l s 

w h i c h m i g h t have been made by the w i t n e s s i n c o n n e c t i o n 

w i t h h i s p e r s o n a l a f f a i r s d u r i n g h i s c a r e e r w i t h t h e Boa rd , 
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he s a i d t h a t such c a l l s have been v e r y few and t h a t t h e 

Board had n o t p a i d f o r any o f them. 

716 Counse l f o r Respondent s t a t e d t h a t i t was h i s 

i n f o r m a t i o n t h a t t he F i r s t S e c u r i t y Bank o f Idaho had 

a p p r o x i m a t e l y 17 .7 p e r c e n t o f t he t o t a l bank ing d e p o s i t s 

i n Idaho i n 1928 w h i c h had now grown t o a p p r o x i m a t e l y 

32 .5 p e r c e n t . The w i t n e s s s a i d t h a t he c o u l d n o t c o n f i r m 

t he accu racy o f t hese f i g u r e s b u t t h a t i t was r e a s o n a b l e 

t o suppose t h a t t h e r e m i g h t have been such a g row th s i n c e 

about h a l f o f t h e banks i n Idaho c l o s e d and the banks 

t h a t were l e f t w o u l d , t h e r e f o r e , have had a s u b s t a n t i a l 

g r o w t h i n pe rcen tage o f d e p o s i t s . He s a i d t h a t t h e s i t u a -

t i o n was more t r u e i n t h e case o f Idaho t h a n f o r most 

s t a t e s , p a r t i c u l a r l y C a l i f o r n i a , because Idaho had no 

b ranch bank ing and was e s s e n t i a l l y a l i v e s t o c k and a g r i -

c u l t u r a l a rea and was p a r t i c u l a r l y h a r d h i t a f t e r t h e 

d e p r e s s i o n s o f 1920 and 1929• He ag reed t h a t Nevada 

m i g h t be comparable t o I d a h o . 

717 On t h e s u b j e c t o f bank f a i l u r e s around t h e 

t ime o f t h e bank h o l i d a y , t h e w i t n e s s s a i d : "The r e a l 

f a i l u r e s o f t he banks came commencing i n 1930 and g o i n g 

t h r o u g h 1930, 1931, 1932, and 1933, up t o t he t i m e o f 

t he bank h o l i d a y , b u t t h e banks t h a t g o t t h r o u g h t o t h a t 

p e r i o d were u s u a l l y r e o p e n e d . " 
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718 Counse l f o r Respondent s t a t e d t h a t i t was h i s 

i n f o r m a t i o n t h a t t h e F i r s t S e c u r i t y Bank o f Utah had 9 . 8 

p e r c e n t o f the t o t a l b a n k i n g d e p o s i t s i n Utah i n 1928 

and t h a t i t now has a p p r o x i m a t e l y 24 -7 p e r c e n t o f t h e 

d e p o s i t s i n t h a t s t a t e . The w i t n e s s s a i d t h a t he was 

n o t f a m i l i a r w i t h t h e pe rcen tages and p o i n t e d o u t t h a t 

t h e compar i son drawn was n o t p rope r inasmuch as t h e F i r s t 

S e c u r i t y Bank o f U t a h , as p r e s e n t l y c o n s t i t u t e d , r e p r e -

sen ts s e v e r a l banks w h i c h were s e p a r a t e l y i n e x i s t e n c e 

i n 1928, and t h a t , t o make a f a i r compar i son , i t w o u l d 

be necessary t o t a k e t o g e t h e r t he d e p o s i t s i n 1928 o f 

a l l t he banks w h i c h were owned by t h e F i r s t S e c u r i t y a t 

t h a t t i m e . 

719 The w i t n e s s e i t h e r accep ted o r c o n f i r m e d t h e 

f o l l o w i n g f a c t s sugges ted t o h im by c o u n s e l f o r Respon-

d e n t : Tha t t he Rocky M o u n t a i n a rea compr ises the 8 

s t a t e s o f A r i z o n a , C o l o r a d o , I d a h o , Montana, Nevada, New 

Mex i co , U tah , and Wyoming; t h a t t h e F i r s t S e c u r i t y Bank 

o f I d a h o , as o f June 3 0 , 1948, had d e p o s i t s o f a p p r o x -

i m a t e l y #129 ,519 ,000 and ranked t h i r d o f a l l t he banks 

i n t h e 8 - s t a t e a r e a ; t h a t t h e F i r s t S e c u r i t y Bank o f U tah , 

as o f June 30 , 1948, had d e p o s i t s o f $116 ,449 ,000 and 

ranked f o u r t h o f a l l t h e banks i n t h a t 8 - s t a t e a r e a ; 
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t h a t each o f the s a i d banks i n Idaho and Utah was l a r g e r 

on June 30, 1948 t han the l a r g e s t bank i n the s a i d 8 -

s t a t e area i n wh ich Transamer ica C o r p o r a t i o n had an 

721 i n v e s t m e n t ; t h a t the combined t o t a l d e p o s i t s o f t he two 

F i r s t S e c u r i t y banks o f Idaho and Utah , amount ing t o 

$253 ,524 ,000 , was g r e a t e r as o f June 30 , 1948 t han the 

d e p o s i t s o f any o t h e r bank i n the 8 - s t a t e area i n c l u d i n g 

722 the V a l l e y N a t i o n a l Bank o f Phoen ix , A r i z o n a ; t h a t t he 

combined d e p o s i t s o f the two F i r s t S e c u r i t y banks o f 

Idaho and Utah, amount ing to $253,524*000, was g r e a t e r 

t h a n the aggregate d e p o s i t s o f a l l o f the Transamer ica 

banks i n t he two s t a t e s o f Nevada and A r i z o n a . 

R e l a t i v e t o the l a s t i t e m , the w i t n e s s 

expressed the t h o u g h t t h a t , i n the case o f Nevada, the 

d e p o s i t s c o n t r o l l e d by Transamer ica were over 60 p e r -

c e n t o f the t o t a l d e p o s i t s i n t h a t s t a t e whereas, i n 

t he case o f t he F i r s t S e c u r i t y Bank o f I daho , i t had 

b r o u g h t ou t t h a t i t c o n t r o l l e d o n l y 32 pe rcen t o f the 

s t a t e t o t a l o f d e p o s i t s . 

724 The w i t n e s s s a i d f u r t h e r t h a t he d i d n ' t t h i n k 

t h a t the Board wou ld have b r o u g h t any a c t i o n a t t h i s 

t ime i f T ransamer i ca 1 s o p e r a t i o n s had been c o n f i n e d t o , 
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and i f the i n t e r e s t s i n the s t a t e s o f A r i zona and 

Nevada or the s t a t e s o f Washington and A r i zona had 

been what they a r e now; and t h a t he d i d n ' t t h i n k t h a t 

t a k i n g t h a t on l y i n t o account the Board would have 

conc luded t h a t the o p e r a t i o n o f Transamer ica was tend -

i n g toward the c r e a t i o n o f a monopoly. He s a i d t h a t , 

723 even as l a t e as 194-0* the Board was no t o v e r l y c r i t i -

c a l about the s i t u a t i o n as i t e x i s t e d a t t h a t t i m e , 

except the q u e s t i o n o f c a p i t a l s t r u c t u r e and t h a t , i f 

t he gro?/th had been stopped t h e n , he f e l t sure t h a t 

no a c t i o n would have been b r o u g h t . 

724 On the q u e s t i o n o f tendency to monopoly, the 

w i t n e s s r e f u s e d t o l e t h i m s e l f be c o n f i n e d t o the s t a t e s 

o f A r i z o n a , Nevada, and Washington, bu t s a i d t h a t the 

aggregate o f the Transamer ica o p e r a t i o n s c o v e r i n g a 5 -

s t a t e a r e a , p a r t i c u l a r l y C a l i f o r n i a and Oregon, i s t e n d -

i n g toward the l e s s e n i n g o f c o m p e t i t i o n by the con t i nued 
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a c q u i s i t i o n o f a d d i t i o n a l "banks and i s t h e r e f o r e , i n t h e 

v i ew o f t he Boa rd , t e n d i n g t oward t h e c r e a t i o n o f a 

725 monopo ly . He r e i t e r a t e d t h a t t h e p i c t u r e had t o be con -

s i d e r e d as a w h o l e . 

726 When asked f o r h i s d e f i n i t i o n o f " l e s s e n i n g o f 

c o m p e t i t i o n " , t h e w i t n e s s s a i d : " I f two i ndependen t 

banks e x i s t and they a r e a c q u i r e d by t he same i n t e r e s t , 

t h a t c e r t a i n l y , y o u c o u l d say , t o maybe a m ino r e x t e n t 

l e s s e n s c o m p e t i t i o n . " I n d e f i n i n g " tendency t o c r e a t e a 

monopo l y " , he s a i d : " W e l l , t o reduce c o m p e t i t i o n t o a 

s c a l e t h a t wou ld be i m p o r t a n t i n an a rea and you may n o t 

q u e s t i o n a monopoly h a v i n g been c r e a t e d . An a c t u a l 

monopoly h a v i n g been c r e a t e d i s one t h i n g and t h e t e n -

dency toward t h e c r e a t i o n o f a monopoly i s a n o t h e r . " He 

727 e l a b o r a t e d by e x p l a i n i n g t h a t t he Sherman A c t contem-

p l a t e s an a c t u a l m o n o p o l y - i n - b e i n g b u t t h a t t h e C l a y t o n 

A c t d e a l s w i t h t h e q u e s t i o n o f a tendency toward t he 

c r e a t i o n o f a monopo ly . 

728 When c o u n s e l made an a l l u s i o n t o t h e f a c t t h a t 

o n l y i n t he case o f T ransamer ica C o r p o r a t i o n has t h e 

Board d e t e r m i n e d t h a t i t was i t s d u t y t o i n v o k e t h e 

C l a y t o n A c t , t h e w i t n e s s s a i d : " I wou ld l i k e t o say 

t h a t t h a t i s t r u e , t h e Board , up t o t h i s t i m e , has n o t 

made such a d e t e r m i n a t i o n , and one o f the reasons i n my 
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judgment t he Board has n o t made such a d e t e r m i n a t i o n i s 

because t h e r e i s no o t h e r bank h o l d i n g company w h i c h has 

a c q u i r e d t he s t o c k o f a d d i t i o n a l bank ing i n s t i t u t i o n s 

w i t h o u t t h e a p p r o v a l o f t he b a n k ' s s u p e r v i s o r y agenc ies 

and w i t h o m t g e t t i n g what i s r e q u i r e d under t h e bank 

h o l d i n g company b i l l , a v o t i n g p e r m i t t o v o t e t h a t s t o c k , 

w i t h t h e e x c e p t i o n o f T r a n s a m e r i c a . n 

729 He t h e n c o r r e c t e d h i s s ta temen t t h a t t h e h o l d -

i n g company b i l l r e q u i r e s t h a t a v o t i n g p e r m i t be 

o b t a i n e d and went on t o say t h a t , a c c o r d i n g t o h i s con -

s t r u c t i o n o f what Congress meant i n e n a c t i n g t h e l a w , 

banks owned by bank h o l d i n g companies wou ld a p p l y and 

o b t a i n a v o t i n g p e r m i t i f they met t h e c o n d i t i o n s t h a t 

t h e Board was a u t h o r i z e d t o r e q u i r e . I f t h a t were n o t 

t he case , he s a i d , t h e a c t c o u l d have no mean ing. He 

agreed t h a t i t was n o t t h e language o f t he law t h a t a 

h o l d i n g company must o b t a i n a v o t i n g p e r m i t and , i n 

answer ing a q u e s t i o n whether T ransamer i ca had v i o l a t e d 

t he law i n n o t s e e k i n g a p p r o v a l f o r i t s a c q u i s i t i o n s , he 

s a i d : «No, I am n o t i m p l y i n g t h a t i t d i d . I t h i n k t h e r e 

i s a l o o p h o l e i n i t and I t h i n k they g o t o u t o f i t . " 

730 When i t was sugges ted by c o u n s e l f o r Respon-

den t t h a t , i n t h i s p r o c e e d i n g , t he Board was a t t e m p t i n g 

t o do by i n d i r e c t i o n what t he law on v o t i n g p e r m i t s d i d 
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n o t a c c o m p l i s h , t h e w i t n e s s s a i d t h a t t he Board i s mere l y 

t r y i n g t o c a r r y o u t what i t c o n s i d e r s i t s r e s p o n s i b i l i t y 

under t h e C l a y t o n A c t and t h a t , i f t he T ransamer i ca C o r -

p o r a t i o n i s n o t g u i l t y o f any v i o l a t i o n s under t h e C l a y t o n 

A c t , i t s h o u l d have n o t h i n g t o f e a r s i n c e t he u l t i m a t e 

d e c i s i o n o f t he Board i n t h e m a t t e r w i l l have t o be 

r ev i ewed by t h e c o u r t s b e f o r e i t can have any f o r c e o r 

e f f e c t . Counsel made a r e f e r e n c e t o t h e w i t n e s s ' s 

731 p h i l o s o p h y , t o w h i c h t h e l a t t e r commented: "Whatever my 

p h i l o s o p h y may be , i t s h o u l d have no b e a r i n g on t h i s 

case f o r t h e v e r y r e a s o n t h a t I am n o t g o i n g t o v o t e on 

i t f o r t h e Board . My v o t e w i l l n o t even be a m a t t e r , so 

whatever my p h i l o s o p h y i s i s e n t i r e l y u n i m p o r t a n t so f a r 

as the f i n a l d e c i s i o n o f t h e Board i s , and whatever t h e 

f i n a l d e c i s i o n o f t he Board i s , may be v e r y u n i m p o r t a n t 

i n so f a r as t h e c o u r t i s c o n c e r n e d . " 

732 He s t a t e d t h a t he v o t e d on t he i n i t i a t i o n o f 

t he c u r r e n t p r o c e e d i n g and t h a t he was p r e s i d i n g as 

Chairman o f t h e Board a t t h e mee t ing a t w h i c h t he m a t t e r 

was p r e s e n t e d t o t he Board by c o u n s e l f o r t he Board* He 

a l s o s t a t e d t h a t i t had been the v i ew o f t h e Board t h a t 

733 T ransamer ica c o n t r o l l e d Bank o f Amer i ca , t h e m a t t e r 

h a v i n g come up f o r a r u l i n g when Bank o f Amer ica a p p l i e d 

t o t h e Board f o r r i g h t t o v o t e f o r a C lass A d i r e c t o r o f 
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t h e F e d e r a l Reserve Bank o f San F r a n c i s c o . 

To c o u n s e l ' s s u g g e s t i o n t h a t t h e B o a r d ' s mind 

was n o t open on t h a t i s s u e o f c o n t r o l , t he w i t n e s s 

734 s t a t e d : " I t h i n k t h e B o a r d ' s mind i s a lways open. The 

Board does n o t have t h e v i e w t h a t i t i s f a u l t l e s s , i t 

cannot be i n e r r o r , and t h e Board c e r t a i n l y f e l t , based 

upon such i n f o r m a t i o n as was a v a i l a b l e , t h a t i n i t s b e s t 

judgment t h a t T ransamer i ca d i d c o n t r o l Bank o f Amer ica 

and T ransamer i ca has n o t p roduced any ev idence t o , what 

seems t o me, t o change t h e B o a r d ' s v i e w s . " 

737 A d v e r t i n g t o t h e e x c l u s i o n o f t h e s t o c k o f t h e 

Bank o f Amer ica f r o m any con temp la ted d i v e s t m e n t o r d e r , 

as men t ioned i n t h e B o a r d ' s l e t t e r t o t he C o m p t r o l l e r o f 

t h e Cur rency w r i t t e n i n November 1947 ( B o a r d ' s E x h i b i t 

4 4 ) , t h e w i t n e s s s a i d t h a t t h a t f a c t was n o t t o be t a k e n 

as i m p l y i n g t h a t t he Board d i d n o t c o n s i d e r t h a t any o f 

t h e a c t i v i t i e s o f t h e Bank up t o t h a t t ime d i d n o t con -

s t i t u t e a v i o l a t i o n . He summed up v a r i o u s exchanges 

w i t h c o u n s e l on t h i s s u b j e c t as f o l l o w s : 

739 " I d o n ' t r e c a l l t h e d i s c u s s i o n s a t t h e m e e t i n g 

o f t he Board . As t o whe the r Bank o f Amer ica was t o be 

exc l uded i n c o n s i d e r a t i o n , c e r t a i n l y whe ther i t was o r 

n o t a t t h a t t i m e does n o t seem t o me t o be m a t e r i a l 

because, a f t e r t h e r e p o r t o f c o u n s e l was made, a f t e r t h e 
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i n v e s t i g a t i o n and the recommendat ion t o b r i n g t h i s a c t i o n , 

t he Bank o f Amer ica was i n c l u d e d . What b r o u g h t about 

t h a t e x c l u s i o n i n the l e t t e r t o t he C o m p t r o l l e r and what 

b rough t abou t t h e i n c l u s i o n i n t he show-cause a c t i o n t h a t 

was f i l e d , I c o u l d n ' t t e l l y o u . " 

R e l a t i v e t o c o u n s e l ' s q u e s t i o n as t o how much 

t ime he had spen t i n U tah , I d a h o , and Wyoming d u r i n g t h e 

p a s t f i v e o r s i x y e a r s , t h e w i t n e s s s a i d : ! T I have been 

744 o u* t t h e r e f r o m two t o t h r e e t imes a y e a r and I have 

s tayed w h i l e I have been t h e r e a n y t i m e , anywhere f rom a 

few days t o a few weeks . " He a l s o s a i d t h a t t ime spen t 

by h im on Board m a t t e r s averaged very much more t han 40 

hou rs a week, and t h a t t h e r e c o r d o f h i s a t t e n d a n c e a t 

meet ings ana con fe rences where h i s presence i s r e q u i r e d 

demons t ra ted t h a t t h e r e had been no n e g l e c t o f p u b l i c 

du t y due t o any absence f r o m Wash ing ton . 

745 R e l a t i v e t o the S todda rd Lumber Company, the 

w i t n e s s s a i d t h a t the Ecc l es I nves tmen t Company owns 30 -

odd p e r c e n t , t h a t he i s t h e p r e s i d e n t and d i r e c t o r o f 

t he company, and has h e l d those o f f i c e s s i n c e 1928. The 

company a t t he p r e s e n t t i m e has p r a c t i c a l l y ceased o p e r a -

t i o n s . The w i t n e s s p e r s o n a l l y owns 340 shares o u t o f a 

t o t a l o f 9 , 0 0 0 , t he Browning Company owns abou t h a l f as 

much as t h e E c c l e s I nves tmen t Company, and t he ba lance 

746 i s w i d e l y s c a t t e r e d . Browning Company and Ecc les I n v e s t -

ment Company t o g e t h e r c o n t r o l i t . 
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R e s p e c t i n g the Anderson Lumber Company, t h e 

w i t n e s s s a i d t h a t t h i s i s a r e t a i l lumber o p e r a t i o n w h i c h 

o p e r a t e s m o s t l y i n Utah a l t h o u g h i t has one o r two y a r d s 

747 i n Idaho,. The E c c l e s I n v e s t m e n t Company and t h e members 

o f t h e Ecc l es f a m i l y own about h a l f and t h e Anderson 

f a m i l y , who a r e t h e o f f i c e r s and who have r u n and managed 

t h e company s i n c e i t s b e g i n n i n g , own t h e o t h e r h a l f * The 

Browning i n t e r e s t s a r e n o t i n t h i s company. The w i t n e s s 

has been a d i r e c t o r o f t h e company s i n c e 1913 o r 1914* 

R e s p e c t i n g t he Amalgamated Sugar Company, t h e 

w i t n e s s s a i d t h a t t h e E c c l e s I n v e s t m e n t Company does n o t 

have any i n t e r e s t b u t t h a t he h i m s e l f and o t h e r members 

o f t he f a m i l y t o g e t h e r own an app rox ima te 10 p e r c e n t 

i n t e r e s t . I n d i v i d u a l members o f t h e Browning f a m i l y 

j o i n t l y own p o s s i b l y 2 o r 3 p e r c e n t b u t g e n e r a l l y t he 

s t o c k i s v e r y w i d e l y h e l d by s e v e r a l thousand s t o c k h o l d e r s 

i n C a l i f o r n i a and i n New Y o r k . The w i t n e s s s a i d he i s 

cha i rman o f t h e boa rd and a d i r e c t o r o f t h e company, 

w h i c h was o r g a n i z e d by h i s f a t h e r i n 1893. 

He a l s o s t a t e d t h a t he i s t he p r e s i d e n t o f t h e 

E c c l e s H o t e l s , I n c . ; a d i r e c t o r o f t he M o u n t a i n S t a t e s 

Implement Company; p r e s i d e n t and d i r e c t o r o f t h e Sego 

M i l k P roduc ts Company; cha i rman o f t he board and d i r e c t o r 

o f the Utah C o n s t r u c t i o n Company; and t h a t he has h e l d 
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such o f f i c e s t h r o u g h o u t h i s c a r e e r as a member o f t h e 

Board o f Gove rno rs . 

750 He s a i d t h a t h i s a t t e n d a n c e a t boa rd mee t ings 

o f the v a r i o u s companies had been v e r y i r r e g u l a r , maybe 

one o r two mee t i ngs per y e a r . He s a i d t h a t t h e p o s i t i o n 

o f cha i rman o f t he board i n h i s case i s p u r e l y nom ina l 

and t h a t a l l o f t he c o n n e c t i o n s ment ioned were e s t a b l i s h e d 

p r i o r t o h i s membership on t h e Board o f Governors and 

a l l r e l a t e back t o a f a m i l y i n t e r e s t o f a v e r y l o n g d u r a -

t i o n ; a l s o t h a t t hese c o n n e c t i o n s a re a m a t t e r o f p u b l i c 

751 knowledge, h a v i n g been p u b l i s h e d i n v a r i o u s d i r e c t o r i e s 

f o r a good many y e a r s . 

W i t h r e s p e c t t o t he Utah C o n s t r u c t i o n Company, 

he s a i d t h a t t h e Ecc les f a m i l y owned abou t 10 p e r c e n t o f 

t h e s t o c k up t o two o r t h r e e y e a r s ago, a t w h i c h t ime 

such i n t e r e s t was i n c r e a s e d t o abou t 15 p e r c e n t . The 

Wa l lace i n t e r e s t i s s u b s t a n t i a l l y l a r g e r , b e i n g about 25 

p e r c e n t , and t h e Browning Company has 7 o r 8 p e r c e n t , 

w i t h the b a l a n c e o f t he s t o c k b e i n g h e l d by a g r e a t many 

p e o p l e . The b u s i n e s s o f t he company i s g e n e r a l c o n t r a c t -

i n g and ove r i t s l i f e i t has had a g r e a t many Government 

c o n t r a c t s . 

752 A long w i t h two o t h e r companies, i t was asked 

by t he U n i t e d S t a t e s S t e e l C o r p o r a t i o n t o b u i l d some o f 
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the f o u n d a t i o n s and roads and o t h e r heavy c o n s t r u c t i o n 

work on t h e Geneva S t e e l P l a n t a t P r o v o , U tah . W h i l e 

t he t o t a l j o b exceeded | 2 0 0 m i l l i o n , t h e t h r e e companies 

t o g e t h e r had abou t | 2 5 m i l l i o n o f t h e j o b . T h i s j o b was 

n o t l e t o u t on b i d s because t h e s p e c i f i c a t i o n s were n o t 

r e a d y , as was t r u e w i t h p r a c t i c a l l y a l l war w o r k . 

The w i t n e s s s a i d , g e n e r a l l y , t h a t the Govern-

ment b r o u g h t i n every c o n s t r u c t i o n company t h a t i t c o u l d 

l o c a t e and n e g o t i a t e d w i t h those companies f o r work t h a t 

i t wanted done. The Utah C o n s t r u c t i o n Company's work 

f o r t he Government p r i o r t o t he war was a l l on a c o m p e t i -

t i v e b i d b a s i s . As t o t h e work i n w h i c h i t had a p a r t i -

c i p a t i o n d u r i n g t h e w a r , i t d i d n o t i n any i n s t a n c e 

s o l i c i t such w o r k , and i n p r a c t i c a l l y a l l the p a r t i c i p a -

t i o n s , i t was i n v i t e d t o p a r t i c i p a t e w i t h o t h e r c o n t r a c t o r s . 

754 The Utah C o n s t r u c t i o n Company was the success -

f u l b i d d e r on t h e Dav i s Dam i n A r i z o n a w h i c h t he c o u n s e l 

f o r Respondent c h a r a c t e r i z e d as a $21 m i l l i o n j o b . On 

t h i s j o b , t he company had a 20 p e r c e n t p a r t i c i p a t i o n , 

t h e r e b e i n g seven o r e i g h t o t h e r c o n t r a c t o r s • 

I t a l s o had a p a r t i c i p a t i o n i n t h e c o n s t r u c t i o n 

o f t he N o r f o l k Dam a t M o u n t a i n Home, A rkansas , i n w h i c h 

case i t s p a r t i c i p a t i o n was 5 o r 10 p e r c e n t . 
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T h i s company, a long w i t h a number o f o t h e r 

c o n t r a c t o r s , was ass i gned by the Army e n g i n e e r s a c e r t a i n 

p a r t o f t h e work on t he A l c a n Highway. On t h i s m a t t e r , 

he s a i d : " I r e c a l l t h e b i t t e r c o m p l a i n t s o f t he manage-

ment , f e e l i n g t h a t t hey had t o t ake t h a t j o b because i t 

was what t h e y c o n s i d e r e d an ex t r eme l y d i f f i c u l t e f f o r t 

and w i t h no p r o f i t i n i t and d i v e r t e d t h e i r o r g a n i z a t i o n , 

b u t i t was l i k e a g r e a t many o t h e r j o b s d u r i n g t h a t t i m e , 

they were b r o u g h t i n and asked t o do i t and they d i d i t . " 

755 W i t h r e f e r e n c e t o t he p a r t o f t h e Utah C o n s t r u c -

t i o n Company i n what c o u n s e l f o r Respondent c h a r a c t e r i z e d 

as a $20 m i l l i o n c o n t r a c t l e t by t h e Army i n t he 

P h i l i p p i n e s , t h e w i t n e s s s a i d : 

"The re a r e , I t h i n k , t h r e e compan ies . The U tah 

C o n s t r u c t i o n Company i s one o f t he t h r e e . As I u n d e r -

s tand i t — and t h e r e a s o n I know so much abou t these i s 

because M r . L e s l i e Gou ld , who I see i s w r i t i n g these 

s t o r i e s , has r a i s e d a l l o f these q u e s t i o n s , so I have 

t a k e n o c c a s i o n t o be i n f o r m e d on t h e m a t t e r . He men t i oned 

p a r t i c u l a r l y t h i s Army q u e s t i o n a t l e a s t a h a l f dozen 

t i m e s , and t h e i m p l i c a t i o n was made — I am g l a d t o have 

t h i s o p p o r t u n i t y t o have t h i s q u e s t i o n b r o u g h t up w h i l e 

I am on t h e s tand — t h a t t he Utah C o n s t r u c t i o n Company, 

t h r o u g h some e f f o r t on somebody's p a r t , i m p l i e d t h a t I 
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m i g h t have had someth ing t o do w i t h i t , g o t them i n t o 

t he c o n t r a c t when i t was supposed t o go t o somebody e l s e . 

! f I i n q u i r e d abou t t h i s p u r p o s e l y because I 

knew n o t h i n g abou t i t . I had n o t even h e a r d t h a t t h e r e 

was such a j o b o r t h a t t h e Utah C o n s t r u c t i o n Company had 

any p a r t o f i t , so I made an i n q u i r y w i t h r e f e r e n c e t o 

756 the f a c t s i n t h i s case and I was t o l d by Mr . Corey , 

p r e s i d e n t o f t h e company, who runs t h e company and has 

been w i t h t h e company f o r f o r t y y e a r s , t h a t t he Army had 

a g r e a t d e a l o f work t o do i n t h e P a c i f i c , t h a t t hey have 

no p l a n s o r s p e c i f i c a t i o n s , t h a t t h e work would have t o 

be s u b j e c t t o c a n c e l l a t i o n a t any t i m e , and t h a t t hey 

had p i c k e d n i n e c o n t r a c t o r s i n t he c o u n t r y who had done 

a good d e a l o f work d u r i n g t he war p e r i o d and t h a t they 

had some e x p e r i e n c e w i t h , and t h e y , t h e Utah C o n s t r u c t i o n 

Company, was one o f them. 

"The Utah C o n s t r u c t i o n Company d i d n o t i n any 

way s o l i c i t t he work o r any o p p o r t u n i t y t o p a r t i c i p a t e 

i n the w o r k , and t h e c o n t r a c t o r s , t he two c o n t r a c t o r s 

t h a t were made p a r t n e r s o f t he Utah C o n s t r u c t i o n Company, 

were two c o n t r a c t o r s t h a t the Army had p i c k e d and they 

gave these t h r e e c o n t r a c t o r s , i n c l u d i n g the Utah C o n s t r u c -

t i o n Company, t h e P h i l i p p i n e w o r k , t h r e e o t h e r c o n t r a c -

t o r s some o t h e r w o r k , and t h r e e o t h e r c o n t r a c t o r s some 
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o t h e r w o r k . Tha t i s the way t h e P a c i f i c work was 

h a n d l e d . 

f f I made i n q u i r y as t o t he "basis o f t h i s work 

and I was a d v i s e d t h a t t he f e e upon t h i s work was l e s s 

t h a n two p e r c e n t , t h a t t hey were t o be p a i d on t h e 

w o r k . " 

The P h i l i p p i n e c o n t r a c t he s a i d was a c o s t 

p l u s f i x e d f e e c o n t r a c t and was n e g o t i a t e d r a t h e r t h a n 

l e t by b i d d i n g . 

757 He s a i d t h a t t he f o r e g o i n g f a c t s were l e a r n e d 

f r o m P r e s i d e n t Corey o f t h e Utah C o n s t r u c t i o n Company 

r i g h t a f t e r Mr . Gou ld 1 s f i r s t a r t i c l e on t he s u b j e c t , 

p r o b a b l y i n t he f i r s t p a r t o f 1948 o r t he l a t e p a r t o f 

1947. 

He s a i d t h a t t h e company i s o p e r a t e d by a 

management commi t tee composed o f t he e n g i n e e r s and the 

t e c h n i c a l e n g i n e e r i n g p e o p l e , and t h a t h i s c o n n e c t i o n i s 

p u r e l y n o m i n a l and has been l i k e t h a t o f o t h e r d i r e c t o r s 

o f t h e company who de te rm ine t he g e n e r a l p o l i c y w i t h 

r e f e r e n c e t o t h e company's f i n a n c i n g and as t o t he work 

t o be done. The management commi t tee has comple te d i s -

c r e t i o n t o h a n d l e any and a l l w o r k . 

758 Counse l made r e f e r e n c e t o a newspaper a r t i c l e 

by Gould i n w h i c h t h e w r i t e r s a i d t h a t i n response t o an 
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i n q u i r y addressed t o Utah C o n s t r u c t i o n C o . , i n q u i r i n g 

abou t i t s Government c o n t r a c t s , i n w h i c h he men t ioned 

E c c l e s , t he company had w i r e d back a r e f e r r a l t o E c c l e s . 

The w i t n e s s commented t h a t t h i s was ve ry n a t u r a l , s i n c e 

t h e i n q u i r e r had made a r e f e r e n c e t o h i m . 

A l e n g t h y exchange on the p o i n t o f t he owner-

s h i p o f t he F i r s t S e c u r i t y C o r p o r a t i o n b r o u g h t s t a temen ts 

by the w i t n e s s t h a t t he Brown ing Company and t he Ecc les 

I nves tmen t Company each owned a p p r o x i m a t e l y 44 p e r c e n t 

o f t he v o t i n g s t o c k ; n e i t h e r company owned much o f t he 

n o n - v o t i n g s t o c k , t h i s h a v i n g been p a i d o u t o r d i s b u r s e d 

t o t h e f a m i l i e s t h a t owned t h e (Ecc les and Brown ing) 

759 companies; t he E c c l e s f a m i l y owns p o s s i b l y 15 p e r c e n t o f 

t he t o t a l o u t s t a n d i n g "A" and ftB« s t o c k ; t h e J . M. 

Browning and M. S. Browning f a m i l i e s owned r o u g h l y 12 

761 p e r c e n t o f t h e t o t a l t1An and f tB" s t o c k . And, w i t h o u t 

s a y i n g so i n p r e c i s e wo rds , he l e f t t he i m p r e s s i o n t h a t 

762 t h e members o f t he f a m i l i e s owned o n l y n o n - v o t i n g s t o c k . 

He c o n f i r m e d t h a t t h e r e were abou t 227,000 shares o f 

n o n - v o t i n g s t o c k as a g a i n s t 20 ,000 shares o f v o t i n g s t o c k , 

and t h a t t h e n o n - v o t i n g s t o c k i s s e n i o r t o t h e v o t i n g 

s t o c k i n l i q u i d a t i o n . 

He s t a t e d t h a t a s m a l l amount o f n o n - v o t i n g 

s t o c k was d i s t r i b u t e d t o t h e o r g a n i z e r s o f t h e company 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Pagje 

when i t was o r g a n i z e d and was l a t e r I n c r e a s e d by some 

p u b l i c o f f e r i n g s and by t he exchange o f such s t o c k f o r 

763 bank s t o c k s purchased* He s t a t e d t h a t t h e E c c l e s and 

Brown ing f a m i l i e s and E c c l e s and Browning companies 

have j u s t about t h e same pe rcen tage o f the v o t i n g s t o c k 

o f F i r s t S e c u r i t y C o r p o r a t i o n as they had when the C o r -

p o r a t i o n was o r g a n i z e d i n 1922 and t h e same i s t r u e o f 

v a r i o u s o t h e r peop le who have h o l d i n g s . He agreed w i t h 

c o u n s e l t h a t t h e c o n t r o l o f t h e banks purchased r e s t e d 

e x c l u s i v e l y i n t h e F i r s t S e c u r i t y C o r p o r a t i o n . 

764 A t c o u n s e l ' s r e q u e s t , t he w i t n e s s i d e n t i f i e d 

M. S. Browning as Mat thew S. Browning and s a i d t h a t t he 

m i d d l e i n i t i a l o f t he l a t t e r f s son , M a r r i n e r B r o w n i n g , 

i s f f A n , and t h a t M a r r i n e r Browning i s a d i r e c t o r and v i c e 

p r e s i d e n t o f F i r s t S e c u r i t y C o r p o r a t i o n . The w i t n e s s 

f u r t h e r s t a t e d t h a t he i s no r e l a t i o n whatever o f M. A . 

765 B rown ing . He s a i d t h a t he had been a s s o c i a t e d i n v a r i o u s 

bus i ness v e n t u r e s w i t h t he members o f t he Browning f a m i l y 

ove r a p e r i o d o f y e a r s , a l t h o u g h t h e r e have a l s o been a 

g r e a t many v e n t u r e s engaged i n by e i t h e r group t h a t t h e 

o t h e r was n o t i n t e r e s t e d i n . He s t a t e d t h a t M. A. Browning 

i s a d i r e c t o r o f t he Utah C o n s t r u c t i o n Company, a d i r e c t o r 

o f Amalgamated Sugar Company, a d i r e c t o r o f t he F i r s t 

S e c u r i t y Bank o f U tah , and v i c e p r e s i d e n t and d i r e c t o r 

o f t h e F i r s t S e c u r i t y C o r p o r a t i o n . 
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766 He r e i t e r a t e d t h a t t he E c c l e s I nves tmen t Com-

pany owns 44 p e r c e n t o f t h e v o t i n g s t o c k o f F i r s t 

S e c u r i t y C o r p o r a t i o n and t h a t t h e Browning Company a l s o 

owns 44 p e r c e n t o f t h e v o t i n g s h a r e s , and agreed w i t h 

t h e s u g g e s t i o n o f c o u n s e l t h a t , so l o n g as the E c c l e s 

f a m i l y and t he Brown ing f a m i l y c o n t i n u e d t o work t o g e t h e r , 

i t i s n o t necessary f o r them t o s o l i c i t p r o x i e s i n o r d e r 

t o c o n t r o l a s t o c k h o l d e r s 1 mee t i ng o f F i r s t S e c u r i t y 

C o r p o r a t i o n . Among o t h e r s t o c k h o l d e r s i n t he F i r s t 

767 S e c u r i t y C o r p o r a t i o n , he ment ioned t h e S n o c r o f t peop le 

and Sena to r Thomas's h e i r s and s a i d t h a t p r o b a b l y 2 o r 3 

p e r c e n t o f the v o t i n g s t o c k was as much as i s owned by 

any one o t h e r s t o c k h o l d e r o r g roup , p o i n t i n g o u t t h a t 

t h e r e i s o n l y a 12 p e r c e n t i n t e r e s t o u t s i d e o f t he E c c l e s 

and Browning i n t e r e s t s . When q u e s t i o n e d about a v o t i n g 

t r u s t , t he w i t n e s s s a i d t h a t t h e r e was some s o r t o f an 

agreement e n t e r e d i n t o by h i s b r o t h e r s s i n c e he came t o 

Wash ing ton . He c o u l d n o t g i v e p r e c i s e i n f o r m a t i o n abou t 

t h i s agreement b u t s a i d t h a t i t was covered f u l l y i n c o r -

respondence w i t h Sena to r Tobey. 

768 R e l a t i v e t o t h e bank ing s e r v i c e s rende red by 

t he F i r s t S e c u r i t y banks o f Idaho and U tah , t he w i t n e s s 

s a i d : " W e l l , I c o u l d n ' t g i v e t h a t t o you s p e c i f i c a l l y , 

excep t t o say t h a t , w h i l e I was connec ted w i t h t h e 
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o r g a n i z a t i o n , we used t o u n d e r t a k e t h r o u g h t he banks t o 

g i v e as comp le te bank ing s e r v i c e as was p o s s i b l e w i t h 

r e f e r e n c e t o commerc ia l l o a n s and t r u s t b u s i n e s s and r e a l 

e s t a t e l o a n s and consumer c r e d i t l o a n s , so I wou ld say-

t h a t , l i k e any p r o g r e s s i v e bank ing o r g a n i z a t i o n , they 

a re c o n t i n u i n g t o g i v e t he u s u a l comple te bank ing s e r v i c e • 

769 The w i t n e s s s a i d t h a t he wou ld n o t want t o ask 

any o f f i c e r who has been a s s o c i a t e d w i t h any, o f the F i r s t 

S e c u r i t y banks o r t he F i r s t S e c u r i t y C o r p o r a t i o n t o t e s -

t i f y i n t h i s p r o c e e d i n g b u t t h a t he wou ld have no o b j e c -

t i o n t o such o f f i c e r s t e s t i f y i n g i f t hey were r e q u e s t e d 

t o do so by Respondent , and were w i l l i n g . Bu t he f u r t h e r 

expressed t h e o p i n i o n t h a t he f e l t sure t h a t none o f them 

wou ld want t o have any p a r t i n t h i s p r o c e e d i n g . 

770 A d v e r t i n g t o h o l d i n g company b i l l s i n t r o d u c e d 

by Senator G l a s s , p a r t i c u l a r l y a " d e a t h sen tence " b i l l 

i n 1933, t he w i t n e s s c l a r i f i e d h i s p o s i t i o n : " I had 

expressed m y s e l f as f e e l i n g t h a t t h e b i l l was u n d e s i r a b l e , 

t h a t a f r e e z e b i l l o r a r e g u l a t o r y b i l l wou ld seem t o me 

t o be more d e s i r a b l e . " I t was t h e n b r o u g h t o u t t h a t 

Sena to r Glass I n t r o d u c e d two b i l l s , t he f i r s t i n 1933 

771 n o t r e a c h i n g even t he s tage o f commi t tee h e a r i n g s , and 

t h e second, S . 3 1 0 , be i ng i n t r o d u c e d by t h e Sena to r w i t h 

t h e s t a t e m e n t : "The b i l l I am now p r e s e n t i n g i s i n t r o -

duced by r e q u e s t and w i t h r e s e r v a t i o n s * " 
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772 The w i t n e s s s a i d t h a t he c o u l d n o t r e c a l l 

d e t a i l s o f t he 1941 b i l l no r s t a t e m e n t s a l l u d e d t o by 

c o u n s e l as i n d i c a t i n g t h a t t h e b i l l was T r e a s u r y - i n s p i r e d 

and aimed a t G i a n n i n i . When asked i f he d i s a g r e e d w i t h 

S e c r e t a r y Morgenthau abou t t h a t b i l l as he had i n a 

p r e v i o u s i n s t a n c e , t h e w i t n e s s s a i d : 

" I d i d n o t know a n y t h i n g abou t t he b i l l u n t i l 

a f t e r i t was i n t r o d u c e d . . . t h a t b i l l was p r e p a r e d by 

t h e T reasury and I unde rs tood t h a t M r . Crowley o f t he 

F . D . I . C . a l s o was i n on the d r a f t i n g o f t h a t b i l l , b u t 

t he Board was n o t , and t he b i l l was i n t r o d u c e d w i t h o u t 

our knowledge and our a d v i c e , and w i t h o u t ou r c o n s e n t . " 

773 He ag reed t h a t t h e o b j e c t i v e s o f t h e b i l l were 

abou t the same as t he e a r l i e r b i l l . 

774 As t o t h e i m p l i c a t i o n by counse l f o r Respondent 

t h a t S e c r e t a r y Morgenthau was engaged i n a campaign o f 

p e r s e c u t i o n a g a i n s t T ransamer ica C o r p o r a t i o n , t h e Bank 

o f Amer i ca , and A. P. G i a n n i n i i n t he p e r i o d 1938-1941, 

t h e w i t n e s s r e p l i e d : " I d o n * t t h i n k t h a t he was engaged 

i n a campaign o f p e r s e c u t i o n . I t h i n k t h a t t h e F e d e r a l 

D e p o s i t I n s u r a n c e C o r p o r a t i o n and t h e T reasury and t h e 

C o m p t r o l l e r ^ o f f i c e were v e r y much concerned abou t t he 

expans ion o f T ransamer i ca and p r i o r t o the g e t t i n g o f 

t he new c a p i t a l i n t h e bank , I t h i n k they were v e r y much 
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concerned about t h e c o n d i t i o n o f t he bank. I wou ld say 

t h a t t he Board was d e s i r o u s o f g e t t i n g a h o l d i n g company 

b i l l t o cu rb o r t o r e g u l a t e and c o n t r o l expans ion o f 

bank h o l d i n g companies and t h a t t h e Board was d e s i r o u s 

o f t r y i n g t o work o u t w i t h t h e o t h e r s u p e r v i s o r y agenc ies 

a s a t i s f a c t o r y agreement w i t h r e f e r e n c e t o T ransamer i ca 

and p a r t i c u l a r l y t h e Bank o f A m e r i c a , and, as was b r o u g h t 

o u t y e s t e r d a y , we p u t f o r t h a g r e a t e f f o r t a t t h e i n s t i -

g a t i o n o r r e q u e s t o f t he G i a n n i n i s t o i n t e r v e n e and see 

i f a s a t i s f a c t o r y a r rangement c o u l d n ' t be worked o u t . " 

775 F u r t h e r on the s u b j e c t o f Mr . M o r g e n t h a u ' s 

a c t i o n s , the w i t n e s s r e f u s e d t o exp ress an o p i n i o n as t o 

what t he S e c r e t a r y ' s i n t e n t i o n s were and, when s p e c i f i c a l l y 

asked i f he d i d n o t know t h a t t h e S e c r e t a r y had handed 

ove r t o t he S .E .C . c o n f i d e n t i a l bank e x a m i n a t i o n r e p o r t s 

w h i c h became t h e s u b j e c t o f a w e l l - k n o w n law s u i t , he 

777 s a i d : ! f I had no knowledge wha tsoever o f t he r e l a t i o n s h i p 

o f t he T reasury w i t h the S e c u r i t i e s and Exchange Commis-

s i o n case w h i c h y o u r e f e r t o . The f i r s t knowledge t h a t 

I had t h a t such a case was t o be f i l e d was t he day b e f o r e 

i t was f i l e d . " He s a i d t h a t t h i s was i n 1938. 

778 O b j e c t i o n s were s u s t a i n e d t o f u r t h e r q u e s t i o n s 

o f counse l c i t i n g a l l e g e d i n s t a n c e s o f a c t i o n s by t he 

S e c r e t a r y o r o t h e r Government agenc ies adverse t o t he 
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G i a n n i n i i n t e r e s t s u n t i l t he s u b j e c t o f t he c o n t r o v e r s y 

between the C o m p t r o l l e r ' s o f f i c e and the Bank o f Amer ica 

781 was b r o u g h t u p . On t h a t s u b j e c t , t he w i t n e s s p o i n t e d 

o u t t h a t t he C o m p t r o l l e r ' s o f f i c e was one o f t h e bureaus 

o f t h e T reasu ry Depar tment so t h a t t he A s s i s t a n t S e c r e t a r y 

o f t he T reasu ry and t h e Genera l Counse l o f t he T reasury 

p a r t i c i p a t e d i n t h e c o n f e r e n c e s . He s a i d t h a t S e c r e t a r y 

Morgenthau s a t i n on one o r two con fe rences b u t he had 

782 no r e c o l l e c t i o n t h a t Mr . Morgenthau had , as men t ioned by 

c o u n s e l , exp ressed any s u g g e s t i o n t h a t p u b l i c f unds 

s h o u l d be w i t h d r a w n f rom the Bank o f Amer i ca . 

783 As t o c o u n s e l ' s s u g g e s t i o n t h a t t h e w i t n e s s 

d i s a g r e e d w i t h S e c r e t a r y Morgenthau r a t h e r c o n s t a n t l y on 

f i s c a l m a t t e r s f r o m 1938 on , t h e w i t n e s s s a i d t h a t he 

d i d have some d i sag reemen ts b u t , more s p e c i f i c a l l y , t he 

Open Market Commi t tee , o f w h i c h he was t h e Chai rman, d i s -

agreed w i t h t h e T reasury w i t h r e s p e c t t o f i s c a l p o l i c y 

and p u b l i c d e b t management and t h a t i t was h i s r e s p o n s i -

784 b i l i t y t o have t h e c o n t a c t s w i t h t h e T r e a s u r y . Bu t he 

d e n i e d t h a t t h i s had a n y t h i n g to do w i t h t h e g r a t i f i c a -

t i o n a t the s u c c e s s f u l c o n c l u s i o n o f t he C o m p t r o l l e r ' s 

c o n t r o v e r s y Yvith t h e Bank o f Amer i ca , expressed i n h i s 

l e t t e r t o L . M. G i a n n i n i d a t e d March 22 , 1940. 
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785 As t o h i s expertmess on t h e s u b j e c t o f bank 

h o l d i n g companies, t h e w i t n e s s s a i d t h a t , as Chai rman o f 

t h e Board and i n c o n n e c t i o n w i t h t e s t i m o n y t h a t he has 

had t o g i v e f r om t i m e t o t ime i n r e s p e c t t o bank h o l d i n g 

company l e g i s l a t i o n , he has g i v e n a good d e a l o f t h o u g h t 

and s tudy t o v a r i o u s t ypes o f b i l l s . The w i t n e s s a l s o 

acknowledged t h a t he had t e s t i f i e d as f o l l o w s i n connec-

t i o n w i t h t he h e a r i n g s on Senate B i l l 829 b e f o r e t h e 

Senate Banking and Cur rency Committee on June 11 , 1947: 

" . . . and I t h i n k I p o s s i b l y know as much about bank h o l d -

i n g companies as anyone, because I o r g a n i z e d one o f t he 

f i r s t i n t h i s c o u n t r y and o p e r a t e d i t f o r q u i t e a number 

o f y e a r s . T h e r e f o r e , I c l a i m t o be an e x p e r t , n o t 

because o f any t h e o r y , b u t because o f p r a c t i c a l e x p e r i e n c e . " 

786 Counsel i n t r o d u c e d documents wh i ch he i d e n t i f i e d 

as H.H. 2776, i n t r o d u c e d by Mr . Spence i n the House o f 

788 R e p r e s e n t a t i v e s on March 26 , 1945> H.R. 6225, i n t r o d u c e d 

by Mr . Spence i n t he House o f R e p r e s e n t a t i v e s on A p r i l 

3 0 , 1946, and S. 829, i n t r o d u c e d by Senator Tobey on 

March 10 , 1947, and asked the w i t n e s s i f these were n o t 

t h e t h r e e b i l l s w h i c h were i n t r o d u c e d w i t h h i s a p p r o v a l . 

792 A f t e r a recess d u r i n g w h i c h the w i t n e s s was 

enab led t o c o n s u l t t h e BoardTs r e c o r d s , he i d e n t i f i e d 

the t h r e e b i l l s as l e g i s l a t i o n w h i c h were i n t r o d u c e d i n 
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802 Having been p reven ted by the Hear ing O f f i c e r ' s 

t o r u l i n g f rom p u r s u i n g a l i n e o f ques t i ons about the w i t -

814 n e s s ' s p a r t i n proposed l e g i s l a t i o n , counse l f o r Respon-

dent made an o f f e r o f p r o o f wh ich was o v e r - r u l e d by the 

Hea r i ng O f f i c e r . 

817 Counsel f o r Respondent read l e n g t h y exce rp t s 

t o f rom a speech made by the w i t n e s s on the s u b j e c t , "The 

830 Dual System o f B a n k i n g " , b e f o r e the meet ing o f t he 

N a t i o n a l A s s o c i a t i o n o f S u p e r v i s o r s o f S t a t e Banks h e l d 

i n C i n c i n n a t i , Oh io , i n September 1943* I n the speech, 

the w i t ness advocated l i m i t e d b ranch bank ing . The quoted 

s e c t i o n s o f the speech c o n t a i n e d the f o l l o w i n g : 

827 " I b e l i e v e t h a t the independent u n i t bank 

shou ld be p r o t e c t e d , however, by a s t a t u t o r y p r o v i s i o n 

p r o h i b i t i n g e s t a b l i s h m e n t o f any branch i n a community 

a l r eady served by a u n i t bank o r by a b ranch o f ano ther 

bank. The bank ing a u t h o r i t i e s c o u l d , o f cou rse , pe rm i t 

e s t a b l i s h m e n t o f ano ther bank i n a community i f the need 

f o r i t e x i s t e d , bu t under the p r o v i s i o n I have i n mind, 

a branch c o u l d o n l y come i n t o the community by a c q u i r i n g 

a u n i t bank w h i c h had been i n e x i s t e n c e f o r a t l e a s t 

f i v e y e a r s . Such an a c q u i s i t i o n would have t o have the 

consent o f t he bank s u p e r v i s o r y a u t h o r i t i e s i n o rde r t o 
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p r e v e n t m o n o p o l i s t i c t e n d e n c i e s * Under such p r o v i s i o n s , 

a marke t wou ld be p r o v i d e d f o r the s t o c k o f a u n i t bank 

i n case t h e s t o c k h o l d e r s d e s i r e d t o s e l l because o f 

u n p r o f i t a b l e o p e r a t i o n s o r f o r any o t h e r r eason . A t 

p r e s e n t , t h e owners o f t he s m a l l e r u n i t banks a re g r e a t l y 

hand icapped i n h a v i n g no o p p o r t u n i t y , i n most cases , t o 

d i spose o f t h e i r i n v e s t m e n t , i f t hey w i s h t o do so , a t 

a n y t h i n g l i k e a s a t i s f a c t o r y p r i c e 

830 A p p a r e n t l y a l l u d i n g t o t h a t e x c e r p t , c o u n s e l 

o b t a i n e d f r o m t h e w i t n e s s a s ta temen t t h a t t he p o l i c y he 

advocated f o r t h e p r o t e c t i o n o f u n i t banks d u r i n g t he 

p e r i o d o f t r a n s i t i o n f r o m t h e p r e s e n t d u a l bank ing system 

t o a u n i f i e d b ranch sys tem wou ld p e r m i t t h e deve lopment 

o f b ranch systems o n l y by t h e purchase o f e x i s t i n g u n i t 

banks w i t h r a r e e x c e p t i o n s . And i t was b r o u g h t o u t t h a t 

831 such p r o t e c t i o n i s g e n e r a l l y known as t h e ! ,de novo" r u l e . 

On the s u b j e c t o f t he de novo r u l e , t he w i t n e s s s a i d t h a t 

he t h o u g h t t h e r e were s t a t u t e s i n some s t a t e s p r o h i b i t i n g 

a b ranch b a n k i n g o r g a n i z a t i o n f r om e s t a b l i s h i n g a de novo 

b ranch w i t h o u t the consen t o f t he l o c a l banks , and t h a t 

such p r o h i b i t i o n i s r e l a t e d t o p o p u l a t i o n . He s a i d t h a t 

he was n o t f a m i l i a r w i t h t h e de novo r u l e i n C a l i f o r n i a , 

832 Oregon, and Wash ing ton . He r e i t e r a t e d h i s o p i n i o n t h a t 

t h e de novo r u l e bears a r e l a t i o n t o t he s i z e o f t he 

communi ty . 
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833 He s a i d t h a t he d i d n o t t h i n k t h a t t he s t a t u s 

o f a de novo r u l e i n Oregon, C a l i f o r n i a , and Wash ing ton 

had a n y t h i n g t o do w i t h the m a t t e r o f h i s a p p r o v i n g t h e 

a l l e g a t i o n s c o n t a i n e d i n t he B o a r d ! s c o m p l a i n t a g a i n s t 

T ransamer i ca C o r p o r a t i o n . 

He agreed t h a t the de novo r u l e o p e r a t e s t o 

t h e b e n e f i t o f s t o c k h o l d e r s o f u n i t banks and t h a t i t 

p r o v i d e s them w i t h a marke t f o r t h e i r s t o c k w h i c h wou ld 

834 n o t o t h e r w i s e e x i s t . He a l s o ag reed t h a t t he b r a n c h 

bank ing systems t h e m s e l v e s , w i t h o r w i t h o u t a de novo 

r u l e , p r o v i d e a marke t f o r u n i t bank s t o c k s w h i c h wou ld 

n o t o t h e r w i s e e x i s t . A t t h i s p o i n t , t h e w i t n e s s i n t e r -

p o l a t e d : "Everyone knows t h a t I have been a p u b l i c advo -

c a t e l o n g b e f o r e I came t o Wash ing ton and l o n g a f t e r I 

came t o Wash ing ton o f l i m i t e d b r a n c h b a n k i n g . " 

He s a i d t h a t no b ranch b a n k i n g system c o u l d be 

deve loped ve ry r a p i d l y w i t h o u t t h e purchase o f u n i t 

835 banks . He s a i d t h a t e x i s t i n g systems have been deve loped 

by a c o m b i n a t i o n o f p u r c h a s i n g u n i t banks and c o n v e r t i n g 

them i n t o b r a n c h e s , and e s t a b l i s h i n g de novo b ranches . 

R e l a t i v e t o t h e p r o p o s a l i n h i s speech t h a t de novo 

branches n o t be p e r m i t t e d e x c e p t i n unusua l cases , t h e 

w i t n e s s s a i d t h a t i t wou ld have t h e e f f e c t o f p r o t e c t i n g 

t h e u n i t banks f r om c o m p e t i t i o n by b ranch banks , and he 
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836 agreed t h a t u n i t banks need t h a t p r o t e c t i o n f r o m c o m p e t i -

t i o n i f t hey a r e t o s t a y i n b u s i n e s s , and t h a t u n i t 

bankers f o r y e a r s have u r g e d such p r o t e c t i o n under l a w . 

R e l a t i v e t o t h e Independent Bankers A s s o c i a t i o n s , 

t he w i t n e s s s a i d t h a t he d i d n o t know t h e reasons w h i c h 

made them s p r i n g up b u t he agreed t h a t t h e p r o t e c t i o n o f 

u n i t banks f r om b ranch banks i s one o f t h e p r i n c i p a l 

causes t hey have espoused. When i t was suggested by 

counse l t h a t t h i s p r o c e e d i n g was f o r t h e same pu rpose , 

837 t he w i t n e s s s a i d : "The purpose o f t h e p roceed ing i s t o 

d e t e r m i n e , as I s t a t e d y e s t e r d a y , whe the r more o r l e s s 

an u n b r i d l e d g r o w t h , such as has t a k e n p l a c e i n t h e 

banks o f T r a n s a m e r i c a , was i n v i o l a t i o n o f t he C l a y t o n 

A c t . " 

840 Counse l f o r Respondent n e x t a d v e r t e d t o t h e 

u n d e r s t a n d i n g o r g e n t l e m a n ' s agreement w h i c h t he w i t n e s s 

had t e s t i f i e d he reached w i t h L . M. G i a n n i n i i n connec-

t i o n w i t h t h e s e t t l e m e n t o f t h e C o m p t r o l l e r ' s c o n t r o v e r s y 

i n 1940* "to t he e f f e c t t h a t any f u r t h e r expans ion wou ld 

n o t be u n d e r t a k e n w i t h o u t a p p r o v a l by t h e r e g u l a t o r y 

841 a g e n c i e s . The w i t n e s s c o n f i r m e d t h a t t h e agreement nego -

t i a t e d w i t h t h e C o m p t r o l l e r ' s o f f i c e had been reduced t o 

w r i t i n g and i d e n t i f i e d a document shown h im by c o u n s e l 

as be i ng a copy o f s a i d agreement . 
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I n a g r e e i n g t h a t t he w r i t t e n document I t s e l f 

c o n t a i n e d no r e f e r e n c e t o t he u n d e r s t a n d i n g o r g e n t l e -

man f s agreement r e f e r r e d t o , t h e w i t n e s s s a i d : " I t was 

d i s c u s s e d . I t h o u g h t t h a t t h e r e shou ld "be some way o f 

p u t t i n g i t i n t h a t p a p e r , b u t t h e a t t o r n e y s who were d i s -

cuss ing t h e t h i n g d i d n f t t h i n k t h a t t h a t was a d v i s a b l e 

and t h a t i t wou ld be i n a p p r o p r i a t e t o do s o * " 

842 I n answer ing c o u n s e l ' s q u e s t i o n s , r e f e r r i n g t o 

t he f a c t t h a t t he C o m p t r o l l e r ' s agreement was e x c l u s i v e l y 

w i t h t h e Bank o f Amer ica and t h a t no o f f i c e r o f T r a n s -

amer ica C o r p o r a t i o n was p r e s e n t a t t h e c o n f e r e n c e s , t h e 

w i t n e s s made t h e f o l l o w i n g s t a t e m e n t s : 

" I fe , o f c o u r s e , d i s c u s s e d t h e q u e s t i o n o f Trans 

a m e r i c a , and as was i n d i c a t e d , T ransamer i ca was f u r n i s h -

i n g t he c a p i t a l t o c a r r y o u t t he c a p i t a l r e q u i r e m e n t s 

f o r t he b a n k ; " and, l a t e r , 

"We had u n d e r s t o o d t h a t M r . M a r i o G i a n n i n i was 

i n c o n s t a n t t o u c h w i t h Mr . A. P . As a m a t t e r o f f a c t , 

f r om t i m e t o t i m e he wou ld r e p o r t t h a t he wou ld have t o 

take t h i s m a t t e r up and d i s c u s s i t w i t h h i s a s s o c i a t e s 

and w i t h A. P . " 

Upon c o u n s e l ' s s u g g e s t i o n t h a t Mar io was appear 

i n g f o r and r e p r e s e n t i n g o n l y Bank o f Amer i ca , o f w h i c h 

he was p r e s i d e n t , t he w i t n e s s s a i d : 
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"The C o m p t r o l l e r was, o f c o u r s e , t he one t h a t 

had c a l l e d t h i s c o n f e r e n c e f o r t h e purpose o f c o n s i d e r -

i n g t he prob lems and t h e q u e s t i o n o f Bank o f Amer ica 

w h i c h was t he g r e a t , l a r g e p o r t i o n o f t h e T ransamer i ca 

o r g a n i z a t i o n . " 

843 The w i t n e s s r e p e a t e d t h a t t h e T ransamer ica 

r e l a t i o n s h i p t o t h e who le s i t u a t i o n was c o n s t a n t l y under 

d i s c u s s i o n , a l t h o u g h o n l y between r e p r e s e n t a t i v e s o f t h e 

Government and t h e Bank o f Amer i ca . 

844 He c o n f i r m e d t h a t a d d i t i o n a l branches o f Bank 

o f Amer ica w h i c h had been opened s i n c e t h e da te o f t h e 

agreement wou ld n e c e s s a r i l y have had t h e C o m p t r o l l e r ' s 

a p p r o v a l f o r t h e i r e s t a b l i s h m e n t , and t h a t t he agreement 

d i d n o t i t s e l f impose any r e q u i r e m e n t on T ransamer i ca 1 s 

a c q u i s i t i o n s o f banks , w h i c h i n any e v e n t , wou ld be o u t -

s i d e t h e j u r i s d i c t i o n o f t h e C o m p t r o l l e r . F o l l o w i n g 

t h i s , c o u n s e l i n q u i r e d as t o t he b a s i s f o r h i s r e f e r e n c e 

t o an u n d e r s t a n d i n g o r agreement , and t h e w i t n e s s s a i d : 

845 " I base i t upon a good d e a l o f d i s c u s s i o n had 

between t h e whole g roup t h a t met a l m o s t c o n t i n u o u s l y f o r 

s i x weeks c o n s i d e r i n g t h i s m a t t e r , a b a s i c d i s c u s s i o n 

upon t h a t , t h a t t h e p r i m a r y purpose f o r t h e Board i n t e r -

v e n i n g i n a m a t t e r t h a t i n v o l v e d t h e Bank o f Amer ica was 

i n o r d e r t o t r y t o come t o some u n d e r s t a n d i n g w i t h r e f -

e rence t o t he who le T ransamer ica o p e r a t i o n . 
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"Had t h a t no t been i n the background, had i t 

no t been the p r imary c o n s i d e r a t i o n , I d o n ' t t h i n k t h a t 

the Board, upon the r e q u e s t o f G i a n n i n i , wou ld have had 

the same i n t e r e s t i n i n t e r v e n i n g mere ly t o ge t a tempor -

a r y arrangement made w i t h r e f e r e n c e t o t he Bank o f 

America t h a t had b rough t about — a temporary a r r a n g e -

ment made w i t h the Bank o f Amer ica , t he n e c e s s i t y o f 

wh ich was because o f t he c r i t i c a l a t t i t u d e o f the Sec re -

t a r y o f t he Treasury and the Fede ra l Depos i t Insurance 

C o r p o r a t i o n p e o p l e . As t h i s r e c o r d has shown, the d e s i r e 

on the p a r t o f the o t h e r s u p e r v i s o r y a u t h o r i t i e s t o 

r e s t r a i n t h e Bank o f Amer ica th rough v a r i o u s means, pub -

l i s h i n g o f t he r e p o r t o f t h e Bank o f Amer ica , the w i r e 

t o d i s c o n t i n u e the payment o f d i v i d e n d s , t he i n d i c a t i o n 

t h a t they were going t o f i l e c e r t a i n comp la in t s and 

reques t the Board t o b r i n g about a S e c t i o n 30 case, a l l 

846 o f t h a t was i n v o l v e d i n t h i s s i t u a t i o n and the Board was 

? / i l l i n g t o i n t e r v e n e w i t h the idea t h a t t h e r e be a 

s e t t l e m e n t o f these v a r i o u s d i f f e r e n c e s * " 

He went on t o say t h a t t he d i f f e r e n c e s were 

n o t o n l y r e l a t e d t o Bank o f America bu t " i n v o l v e d the 

whole Transamer ica o p e r a t i o n s and i t s r e l a t i o n s h i p w i t h 

Bank o f Amer i ca . I was go ing t o say i n c o n n e c t i o n w i t h 

c e r t a i n p r a c t i c e s , as I r e c a l l , between t he Transamer ica 
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and t he Bank and t he s u b s i d i a r i e s o f T ransamer i ca and 

t he Bank . " 

He s a i d t h a t the agreement came about t h r o u g h 

g e n e r a l d i s c u s s i o n and he c o u l d n o t r e c a l l any s p e c i f i c 

s ta temen ts by any i n d i v i d u a l s , and he c o n f i r m e d t h a t t h e 

agreement had n o t been p u t i n w r i t i n g . 

847 The w i t n e s s was asked i f , on t h e o c c a s i o n o f 

h i s t e l e p h o n e c a l l on t h e Temple C i t y m a t t e r , L . M. 

G i a n n i n i had n o t c a t e g o r i c a l l y den ied t h a t t h e r e was any 

u n d e r s t a n d i n g o r agreement . He d i d n o t ag ree t h a t t h e r e 

was a c a t e g o r i c a l d e n i a l b u t s a i d t h a t G i a n n i n i was n o t 

a n t a g o n i s t i c and mere l y i n d i c a t e d t h a t he was s o r r y t h a t 

t he Board f e l t t h e way i t d i d and t h a t he h a d n ' t u n d e r -

s tood t h a t t h a t was what was e x p e c t e d . A t t h e s u g g e s t i o n 

t h a t G i a n n i n i f s u n d e r s t a n d i n g m i g h t have been d i f f e r e n t , 

t h e w i t n e s s s a i d : 

" I f , a t t he t i m e o f t he d i s c u s s i o n , i t w a s n ' t 

d i f f e r e n t , i f he had t he same v iew t h a t I had a t t he 

848 t i m e , t h e n , c e r t a i n l y , when I t a l k e d t o h i m he d i d n ' t 

have t h a t v i e w . I d o n ' t know whether he had f o r g o t t e n 

t h e u n d e r s t a n d i n g o r whe the r he ever had t h e u n d e r s t a n d -

i n g . I c a n ' t speak f o r M r . M a r i o G i a n n i n i . " 

On t h e s p e c i f i c m a t t e r o f t h e Temple C i t y t e l e -

phone c o n v e r s a t i o n , he ag reed t h a t G i a n n i n i made i t c l e a r 

t h a t a t t h a t t i m e he d i d n o t have t he same u n d e r s t a n d i n g . 
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Upon c o u n s e l 1 s r e f e r e n c e t o " y o u r d e s i r e t o 

have T ransamer i ca C o r p o r a t i o n submi t any proposed new 

a c q u i s i t i o n s o f banks t o t he Board f o r a p p r o v a l " i n 

advance, t he w i t n e s s t o o k e x c e p t i o n t o t he p h r a s i n g and 

s t a t e d t h a t i t was n o t h i s p e r s o n a l d e s i r e b u t r a t h e r a 

Board m a t t e r * 

As t o t h e l e g a l r i g h t s and d u t i e s o f t h e Boa rd , 

t he w i t n e s s s a i d t h a t t he Board r e l i e d upon t he a d v i c e 

850 o f i t s l awye rs and s t a f f peop le and t h a t t h e Board knew 

t h a t i t had no l e g a l a u t h o r i t y t o s t o p and cu rb a bank 

h o l d i n g company f r om b u y i n g e i t h e r t h e s t o c k o f a bank 

o r t he a s s e t s o f a bank o r t o r e q u i r e a c o r p o r a t i o n t o 

o b t a i n t h e B o a r d ' s a p p r o v a l i n advance f o r a purchase o f 

a b a n k ' s s t o c k o r a b a n k ' s a s s e t s . He s a i d t h a t t h e 

f i r s t d a t e on w h i c h t h e Board had sough t such a u t h o r i t y 

851 by l e g i s l a t i o n was i n 194-6* He went on t o say : 

"The Board a lways f e l t t h a t t h e Bank ing A c t o f 

1933, w h i c h , f o r t he f i r s t t i m e , r e c o g n i z e d t h e need o f 

r e g u l a t i n g bank h o l d i n g compan ies , gave t o t h e Board t h e 

s u p e r v i s o r y a u t h o r i t y ove r bank h o l d i n g companies and 

gave them the power t o i s s u e o r t o deny t he v o t i n g p e r m i t s , 

t h a t i s , a p e r m i t by t he h o l d i n g company t o v o t e s t o c k 

o f t he bank , w h i c h they a c q u i r e d . I t was e x p e c t e d , a n t i -

c i p a t e d by t he Board , and I am sure by Sena to r G l a s s , who 
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sponsored t h a t l e g i s l a t i o n , t h e Congress had passed i t , 

t h a t t h a t would be an adequate a u t h o r i t y t o enab le t h e 

Board t o c o n t r o l t h e e x p a n s i o n o f bank h o l d i n g companies 

t h r o u g h t he a c q u i s i t i o n o f s t o c k i n o t h e r banks . As I 

have i n d i c a t e d , I t h i n k t h a t t he T ransamer i ca has been 

t he o n l y bank h o l d i n g company t h a t has a c q u i r e d s t o c k i n 

o t h e r banks w i t h o u t a d v i s i n g w i t h t h e Board and t o 

a s c e r t a i n whe the r o r n o t i t was a g r e e a b l e o r whether o r 

n o t they wou ld i s s u e o r g i v e a v o t i n g p e r m i t . " 

As t o h i s awareness a t t h e t i m e o f t h e 1940 

n e g o t i a t i o n s t h a t t he Board had no a u t h o r i t y t o r e q u i r e 

advance a p p r o v a l by i t o f bank p u r c h a s e s , he s a i d : "Oh, 

853 y ^ s , we had found o u t by t h a t t ime t h a t t h e law had a 

l o o p h o l e i n i t t h a t T ransamer i ca had f o u n d and used and 

no o t h e r bank h o l d i n g company had used i t * " 

He s a i d t h a t t he Board had sought a d d i t i o n a l 

a u t h o r i t y f r o m Congress ( r e bank pu rchases ) i n 1946 o r 

1947, o r a t l e a s t i t was covered i n each o f t he t h r e e 

b i l l s t h a t were i d e n t i f i e d i n t he course o f h i s e a r l i e r 

t e s t i m o n y . 

Counse l n e x t a d v e r t e d t o t h e B o a r d ' s memorandum 

r e s p e c t i n g t he con fe rence w i t h A. P. G i a n n i n i on Feb rua ry 

18 , 1943 ( B o a r d ' s E x h i b i t 3 9 ) . He i n q u i r e d o f t h e w i t -

ness where , i n t he memorandum, t h e r e was any language 
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854 c o r r e s p o n d i n g t o t he w i t n e s s ' s d i r e c t t e s t i m o n y p r e v i o u s l y 

" t h a t t he e x p a n s i o n program t h a t had been p r e v i o u s l y 

u n d e r t a k e n wou ld n o t be c o n t i n u e d and t h a t no f u r t h e r 

expans ion wou ld be u n d e r t a k e n t h r o u g h the a c q u i s i t i o n o f 

t h e s t o c k o f o t h e r banks w i t h o u t f i r s t t a k i n g up the 

m a t t e r w i t h t h e Board " • A f t e r r e p l y i n g t h a t he d i d n o t 

855 f i n d i n t h e memorandum t h e s p e c i f i c language he had used , 

t h e Yvitness s a i d f u r t h e r : 

" W e l l , he had r e f e r r e d t o s i t u a t i o n s t h a t t hey 

f e l t some o b l i g a t i o n t o go t h r o u g h and t h a t he wou ld 

f a v o r an agreement t h a t t h e r e wou ld be no f u r t h e r expan-

s i o n i f such an agreement was e n t e r e d i n t o w i t h a l l h o l d -

i n g companies. However, he s a i d t h a t he wou ld have t o 

t a k e i t u p , and as t h i s l anguage says h e r e f w i t h h i s b o y s ' . 

" T h a t was the o n l y commitment w i t h r e f e r e n c e 

t o t h e q u e s t i o n o f f u r t h e r e x p a n s i o n . " 

The w i t n e s s ' s a t t e n t i o n was c a l l e d t o a s t a t e -

ment i n t h e memorandum as f o l l o w s : "However , when h i s 

a t t e n t i o n was d i r e c t e d t o t h e f a c t s o f t h e B o a r d ' s p a r t i -

c i p a t i o n i n t h e n e g o t i a t i o n s l e a d i n g up t o t h e 1939-40 

agreement and t o t he p romises o f the G i a n n i n i i n t e r e s t s 

857 i n t h a t c o n n e c t i o n , he had l i t t l e t o s a y . " He s a i d t h a t 

t h i s was a r e f e r e n c e t o t h e u n d e r s t a n d i n g reached w i t h 

Mar i o G i a n n i n i and Mr . Cush ing d u r i n g t he 1940 c o n f e r e n c e . 
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And he s a i d t h a t i t was n o t o n l y h i s i m p r e s s i o n b u t one 

t h a t M r . McKee and a l l members o f t h e Board had g o t t e n 

as w e l l as Messrs . Crowley and Delano o f t he o t h e r s u p e r -

859 v i s o r y a g e n c i e s . He s a i d a l s o t h a t t h i s was t h e same 

i m p r e s s i o n t h a t L . M. G i a n n i n i had d i s a g r e e d w i t h on t h e 

f i r s t o c c a s i o n t h a t i t was l a t e r b r o u g h t t o h i s a t t e n t i o n , 

as t e s t i f i e d e a r l i e r . 

An exchange ensued between t he w i t n e s s and 

c o u n s e l abou t t h e w i t n e s s ' s e a r l i e r t e s t i m o n y t h a t M r . 

G i a n n i n i had s a i d t h a t he had two commitments abou t w h i c h 

he w a s n ' t a t l i b e r t y t o t e l l t h e Boa rd . Counsel t r i e d t o 

make t he p o i n t t h a t G i a n n i n i d i d n o t d e c l i n e t o g i v e t h e 

Board d e t a i l s o f t h e commitments b u t t h a t r a t h e r t h e 

Board had n o t asked h im f o r d e t a i l s . The w i t n e s s ma in -

t a i n e d t h a t t he Board had r e q u e s t e d a d d i t i o n a l i n f o r m a -

861 t i o n b u t t h a t G i a n n i n i wou ld g i v e no a d d i t i o n a l d e t a i l s . 

He s a i d : "We asked h im about whe the r they were s u b s t a n -

t i a l i n s t i t u t i o n s o r whe ther they were — what we asked 

h i m , we were t r y i n g t o a s c e r t a i n t h e impor tance o f t h e 

commitments and he s a i d t h a t he d i d n ' t f e e l t h a t he was 

a t l i b e r t y t o t e l l us and we d i d n ' t p r e s s h im any f u r t h e r . " 

862 He r e p e a t e d t h a t t h i s was h i s r e c o l l e c t i o n , and 

r e c a l l e d a c o n v e r s a t i o n w i t h Mr . McKee on t he m a t t e r a t 

a c o n s i d e r a b l y l a t e r t i m e , a f t e r w h i c h " M r . McKee r a t h e r 
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l aughed about t h e m a t t e r and s a i d t h a t c e r t a i n l y A . P* 

gave t h e i m p r e s s i o n t h a t they were u n i m p o r t a n t commi t -

men ts , and when i t t u r n e d o u t t o be t he C i t i z e n ' s Bank 

i n Los Angeles w i t h t h i r t y some-odd b ranches , i t p roved 

t o be a b i g shock t o a l l o f u s . " 

864 The f o l l o w i n g e x t r a c t f r o m t h e B o a r d ' s memo-

randum on the i n f o r m a l mee t i ng w i t h A* P. G i a n n i n i was 

r e a d : 

"Tha t c o n f r o n t e d w i t h t h e p o s s i b i l i t y o f ' f r e e z -

i n g ' o r a ' d e a t h s e n t e n c e ' f o r bank h o l d i n g companies, 

he was w i l l i n g t o a c c e p t some s o r t o f a r rangement w h i c h 

wou ld r e s t r i c t f u r t h e r expans ion o f t h e T ransamer ica 

group u n l e s s r e q u e s t e d by the F e d e r a l s u p e r v i s o r y a u t h o r -

i t i e s , p r o v i d e d a l l t h e banks w h i c h t h e y now have c o u l d 

be r e t a i n e d , t o g e t h e r w i t h t he two r e g a r d i n g w h i c h M r . 

G i a n n i n i s a i d he had o u t s t a n d i n g commi tments . " 

865 He s a i d the s ta temen t was an a c c u r a t e r e c o r d 

o f what had t r a n s p i r e d ; t h a t n e i t h e r t h e Board n o r G i a n n i n i 

made any f i n a l commitment . The w i t n e s s a l s o s a i d t h a t 

t he f o l l o w i n g two s t a t e m e n t s , quo ted f r o m t h e memorandum, 

c o r r e c t l y s t a t e d t he s i t u a t i o n : " A t t h e c o n c l u s i o n o f 

t he c o n f e r e n c e , i t was u n d e r s t o o d t h a t he expec ted t o 

d i s c u s s t h e p o s s i b i l i t i e s o f t he s i t u a t i o n w i t h h i s son 

and o t h e r s t o whom he r e f e r r e d as ' h i s b o y s ' " ; — " t h a t 
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t he c o n f e r e n c e ended w i t h o u t any d i r e c t i v e s , as M r . 

G i a n n i n i s t a t e d he wanted t o r e p o r t t h e c o n v e r s a t i o n s t o 

h i s a s s o c i a t e s and i t was unde rs tood t h a t t he Board o r a 

commi t tee o f Board members w o u l d , l i k e w i s e , r e p o r t t h e 

d i s c u s s i o n s t o t he o t h e r F e d e r a l s u p e r v i s o r y a g e n c i e s . " 

866 The w i t n e s s c a l l e d a t t e n t i o n t o ano the r s t a t e -

ment i n t h e memorandum; " t h a t i n t y p i c a l A. P. f a s h i o n , 

he wanted t o know why, under such c i r c u m s t a n c e s , we 

d i d n ' t t a k e ove r t h e banks and r u n t h e o u t f i t . He 

a c c e p t e d , a p p a r e n t l y w i t h o u t r e s e r v a t i o n , t he i d e a t h a t 

he was t he dominant o r c o n t r o l l i n g f i g u r e i n t he T r a n s -

amer ica group ana i t s bank ing i n t e r e s t s , r e g a r d l e s s o f 

any t e c h n i c a l o r l e g a l q u e s t i o n o f c o n t r o l and t h a t when 

he spoke he r e p r e s e n t e d a l l , any o r a l l o f them t o w h i c h 

he m i g h t be r e f e r r i n g . " But on t h e p r o m p t i n g o f c o u n s e l , 

he f u r t h e r s a i d t h a t A. P . d i d make i t c l e a r a t t he end 

o f t he mee t i ng t h a t he had t o t ake t h e m a t t e r up w i t h 

h i s son and o t h e r o f f i c e r s b e f o r e he c o u l d make any com-

m i t m e n t s . 

867 F u r t h e r , on t h e s u b j e c t o f t h e meet ing w i t h A . 

P . , t he w i t n e s s s a i d t h a t t he p r i n c i p a l o b j e c t i v e was 

t h a t t h e r e was t o be advance a p p r o v a l o f a c q u i s i t i o n s . 

Counsel c a l l e d h i s a t t e n t i o n t o C o n c l u s i o n No. 5 o f t h e 

memorandum i n w h i c h i t was s t a t e d t h a t such an ar rangement 
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was c o n t i n g e n t i n A. P . f s m ind , upon a l l o t h e r bank h o l d -

i n g companies b e i n g s u b j e c t t o c o r r e s p o n d i n g r e s t r i c t i o n s . 

As t o whether t h e w i t n e s s agreed a t t h e t ime t o u n d e r t a k e 

t o o b t a i n t he consen t o f a l l o t h e r bank h o l d i n g companies 

t o such r e s t r i c t i o n s , he r e p l i e d : 

869 n I t h i n k t h a t , as I r e c a l l , we t o l d Mr . G i a n n i n i 

t h a t we wou ld make such an u n d e r t a k i n g , b u t t h a t inasmuch 

as a l l t he o t h e r h o l d i n g companies had n o t u n d e r t a k e n any 

a c q u i s i t i o n o f bank s t o c k s w i t h o u t t a k i n g i t up, t h a t 

t h e r e wou ld be , o f c o u r s e , some q u e s t i o n as t o why they 

shou ld e n t e r i n t o such an a r rangemen t , b u t we wou ld be 

w i l l i n g t o do so and I t h i n k t h a t a t l e a s t my r e c o l l e c t i o n 

i s t h a t t he o t h e r bank h o l d i n g companies shou ld be w i l l i n g 

t o e n t e r i n t o such an ar rangement . 1 1 

872 Counsel f o r Respondent i n t r o d u c e d f o r i d e n t i f i -

c a t i o n a l e t t e r d a t e d A p r i l 15 , 1943, f rom C h a r l e s W. 

C o l l i n s t o Governor John K . McKee; a l e t t e r f r om A* P. 

G i a n n i n i t o Mr . C o l l i n s d a t e d A p r i l 13> 1943; a memoran-

dum e n t i t l e d "Summary S ta tement o f P o l i c y " , d a t e d A p r i l 

6 , 1943, by John K . McKee ( w i t h whom was Mr . J . P . 

D r e i b e l b i s , Gene ra l A t t o r n e y o f t h e Board) t o C h a r l e s W. 

C o l l i n s , c o u n s e l f o r T ransamer ica C o r p o r a t i o n and t h e 

Bank o f Amer i ca ; and a t e l e g r a m s e n t by Mr . C o l l i n s t o 

Mr . A. P. G i a n n i n i on A p r i l 12 , 1943. These were marked 

Responden t ' s E x h i b i t s f o r i d e n t i f i c a t i o n , 7 -A t h r o u g h 7 - D . 
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873 The w i t n e s s s a i d he had no r e c o l l e c t i o n o f h a v -

i n g seen any o f t h e p a p e r s . He s a i d t h a t t h e number o f 

papers coming t h r o u g h h i s o f f i c e i s ve ry e x t e n s i v e and 

t h a t he has o f t e n l e f t i t t o h i s o f f i c e a s s i s t a n t s t o 

read papers and check them u n l e s s they f e l t t h a t i t was 

someth ing t h a t s h o u l d e s p e c i a l l y be b r o u g h t t o h i s a t t e n -

t i o n . 

he agreed t h a t i t was i n e f f e c t n o t i c e t o t h e Board t h a t 

A . P. G i a n n i n i r e g a r d e d h i m s e l f as f r e e o f any and a l l 

t e n t a t i v e commitments d i s c u s s e d a t t h e Feb rua ry mee t ing 

because o f t he B o a r d ' s subsequent e f f o r t t o change the 

terms o f the p roposed agreement . 

A p r i l 13, 1943, addressed by A . P. G i a n n i n i , Chairman o f 

t h e Board o f D i r e c t o r s o f t h e Bank o f Amer ica N .T . & S . A . , 

t o Char les W. C o l l i n s , A t t o r n e y a t Law, i n w h i c h t he 

w r i t e r r e f e r r e d t o a commun ica t ion f rom C o l l i n s about 

a l l e g e d " v i t a l changes" i n t h i s agreement made a t t he 

con fe rence w i t h t h e Board , and s t a t i n g e s p e c i a l l y t h a t 

i t had been h i s u n d e r s t a n d i n g t h a t any commitment on t h e 

p a r t o f T ransamer i ca C o r p o r a t i o n and the bank wou ld be 

c o n d i t i o n e d upon s i m i l a r commitments by o t h e r s and t h a t 

t h e Board was t o p r e s e n t t h e program t o t h e o t h e r s u p e r -

v i s o r y a g e n c i e s , whereas i t l a t e r appeared t h a t Governor 

875 Hav ing read the l e t t e r d a t e d A p r i l 15 , 1943 

877 Counse l read i n t o t he r e c o r d a l e t t e r da ted 
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McKee assumed t h a t i t wou ld be unnecessary t o secu re com-

mi tmen ts f rom o t h e r bank h o l d i n g companies such as were 

d e s i r e d f r o m T ransamer i ca C o r p o r a t i o n and f rom Bank o f 

Amer i ca . 

882 Counsel n e x t r e f e r r e d t o t h e B o a r d ' s l e t t e r t o 

T ransamer i ca C o r p o r a t i o n da ted Feb rua ry 14 > 1942 ( B o a r d ' s 

E x h i b i t 35) announc ing a j o i n t agreement between t h e 

Board , t h e C o m p t r o l l e r o f t he Cur rency and t he F . D * I * C * 

w i t h r e s p e c t t o t h e a c q u i s i t i o n o f a d d i t i o n a l b a n k i n g 

o f f i c e s by T ransamer i ca C o r p o r a t i o n , o r Bank o f A m e r i c a . 

The w i t n e s s c o n f i r m e d t h a t t h e r e a f t e r t h e Board had 

883 r e f u s e d every a p p l i c a t i o n p r e s e n t e d t o i t r e l a t e d t o 

banks o r bank ing o f f i c e s i n C a l i f o r n i a i n wh i ch T r a n s -

amer i ca C o r p o r a t i o n had any i n t e r e s t , and a l s o imposed a 

c o n d i t i o n o f membership upon t he P e o p l e ' s Bank o f L a k e -

wood V i l l a g e . 

884 I n answer ing a q u e s t i o n r e l a t e d t o S e c t i o n 12B 

o f t he F e d e r a l Reserve A c t , t he w i t n e s s ske tched t h e p r o -

cedure o f t he Board i n p r o c e s s i n g a p p l i c a t i o n s f o r mem-

b e r s h i p i n t he System. 

885 When c o u n s e l suggested t h a t s i n c e Februa ry 14 , 

1942, t he r e g u l a r p r o c e d u r e i s n o t f o l l o w e d i n t he case 

o f a p p l i c a t i o n s r e l a t e d t o banks i n w h i c h T ransamer ica 

i s i n t e r e s t e d , t he w i t n e s s s a i d : " T h a t wou ld be an 
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unusua l s i t u a t i o n and wou ld no doub t be b r o u g h t t o t he 

a t t e n t i o n o f t h e B o a r d . " 

886 There ensued a d i s c u s s i o n between c o u n s e l 

whe ther S e c t i o n 12B o r S e c t i o n 9 was a p p l i c a b l e , a f t e r 

w h i c h counse l r e s t a t e d h i s q u e s t i o n and summarized by 

a s k i n g : 

888 " T h a t means t h e n , d o e s n ' t i t , Gove rno r , t h a t 

by t h a t agreement o f t he Board o f Governors w i t h t he two 

o t h e r bank s u p e r v i s o r y agenc ies o f t he government and 

889 n o t w i t h s t a n d i n g t h e p r o v i s i o n s o f t he F e d e r a l Reserve 

A c t and the n a t i o n a l bank ing l a w s , d e s i g n a t i n g t he p r o -

cedure and f a c t o r s t o be c o n s i d e r e d upon v a r i o u s k i n d s 

o f a p p l i c a t i o n s , t he Board , i n e f f e c t , agreed w i t h t he 

o t h e r agenc ies t h a t i n t h i s p a r t i c u l a r case , t h a t i s , o f 

a p p l i c a t i o n a f f e c t i n g banks i n w h i c h T ransamer i ca Cor -

p o r a t i o n had an i n t e r e s t , i t wou ld d i s r e g a r d i t s du ty 

under t he l aw and deny a l l such a p p l i c a t i o n s r e g a r d l e s s 

o f t h e m e r i t s o f t he a p p l i c a t i o n . " 

890 To t h i s t h e w i t n e s s r e p l i e d : "The l e t t e r o f 

Februa ry 1 4 t h , t h a t Mr . S t e w a r t had me r e a d , seems t o me 

t o be an adequate answer t o t h a t q u e s t i o n and I have 

n o t h i n g f u r t h e r t o s a y . " He acknowledged t h a t he was 

r e f e r r i n g t o t h e l e t t e r w h i c h had been marked as B o a r d ' s 

E x h i b i t No. 35 . 
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Regard ing c o u n s e l ' s r e f e r e n c e t h a t i n June 

1943 T ransamer ica C o r p o r a t i o n was p r e p a r i n g t o make a 

890 p u b l i c o f f e r i n g o f 100,000 shares o f Bank o f Amer ica 

892 s t o c k w h i c h i t owned, t he w i t n e s s f i r s t s t a t e d t h a t he 

d i d n o t r e c a l l t he m a t t e r , b u t when he was f u r t h e r 

i n f o r m e d t h a t one o f the i n v e s t m e n t bank ing f i r m s w h i c h 

was i n t e r e s t e d i n t h e i s s u e was t h e F i r s t Bos ton C o r p o r a -

t i o n , o f w h i c h M r . A l l e n Pope was t h e c h i e f e x e c u t i v e 

o f f i c e r , he c o r r e c t e d h i m s e l f t o say t h a t he d i d have a 

vague r e c o l l e c t i o n ; s p e c i f i c a l l y t h a t Mr . Pope c a l l e d 

h im up , o r c a l l e d up Governor McKee, and spoke abou t t h e 

r e l a t i o n s o f t h e Board and o t h e r s u p e r v i s o r y agenc ies t o 

T ransamer i ca . He s a i d t h a t the f a c t s o f t h e s i t u a t i o n 

as they e x i s t e d a t t h a t t ime were r e p o r t e d t o Mr . Pope. 

893 However, when c o u n s e l sugges ted t h a t F i r s t Bos ton Corpo ra -

t i o n had p u b l i c l y announced i t s i n t e r e s t i n t he proposed 

d i s t r i b u t i o n p r i o r t o t he Pope phone c o n v e r s a t i o n , and 

t h e r e a f t e r p u b l i c l y announced i t s w i t h d r a w a l f r o m p a r t i -

c i p a t i o n , the w i t n e s s s a i d he d i d n o t r e c a l l t hose c i r -

cumstances. 

Counse l i n q u i r e d i f i t i s n ' t customary i n a l l 

o f the bank r e g u l a t o r y agenc ies f o r any agency w h i c h 

b e l i e v e s t h a t t h e r e has been a v i o l a t i o n o f any law wh i ch 

i t has r e s p o n s i b i l i t i e s t o a d m i n i s t e r , t o n o t i f y t he 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Pagje 

p a r t y b e l i e v e d t o be i n v i o l a t i o n and i n v i t e i n f o r m a l 

comments upon t h e q u e s t i o n i n advance o f t h e f i l i n g o f 

f o r m a l charges and i n i t i a t i o n o f any f o r m a l c o m p l a i n t o r 

p r o c e e d i n g . The w i t n e s s answered: 

" I t seems t o me t h a t t h i s who le r e c o r d i s 

r e p l e t e w i t h e f f o r t s t o come t o some s o r t o f an agreement 

and I c e r t a i n l y wou ld n o t agree t h a t t he T ransamer ica 

C o r p o r a t i o n and Bank o f Amer ica was n o t f u l l y a d v i s e d and 

i n f o r m e d , c e r t a i n l y as t o t h e f e e l i n g o f t he Board w i t h 

r e f e r e n c e t o t h i s s i t u a t i o n and c e r t a i n l y i f they d i d n ' t 

e x p e c t , and c e r t a i n l y I do n o t see, i n v i ew o f t he r e l a -

t i o n s h i p s t h a t have been b r o u g h t o u t h e r e , t h a t they 

894 w o u l d n ' t expec t t he Board t o use any powers o r a u t h o r i t i e s 

t h a t i t t h o u g h t t h a t i t h a d , o r t o c a r r y o u t any o b l i g a -

t i o n t h a t i t f e l t t h a t i t had under t he s t a t u t e t o b r i n g 

about a c o n d i t i o n t h a t was more s a t i s f a c t o r y t h a n t h e 

c o n d i t i o n t h a t e x i s t e d and i f you a r e r e f e r r i n g t o t h e 

p r e s e n t case , i t wou ld seem t o me t h a t t he T ransamer i ca 

p e o p l e ove r t h e y e a r s have had adequate n o t i c e as t o t h e 

way t h e Board and o t h e r s u p e r v i s o r y agenc ies f e l t w i t h 

r e f e r e n c e t o t h i s c o n t i n u e d , u n b r i d l e d e x p a n s i o n . " 

895 Counsel r e p e a t e d h i s q u e s t i o n and t h e w i t n e s s 

s a i d t h a t t h e i n s t a n c e s when the T reasu ry f i l e d i t s case 

w i t h t he S.E.C* and when i t sen t i t s w i r e w i t h r e f e r e n c e 
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t o t he d i s c o n t i n u a t i o n o f d i v i d e n d s , were i n s t a n c e s i n 

w h i c h i t was n o t done. 

Counsel i m p l i e d p a r t i c u l a r t r e a t m e n t o f T r a n s -

amer i ca and the w i t n e s s s a i d : 

" I wou ld say t h a t no a c t i o n wou ld be b r o u g h t 

a g a i n s t any c o r p o r a t i o n o r i n d i v i d u a l , f o r t h a t m a t t e r , 

896 by government a g e n c i e s i f they f e l t t h a t w i t h o u t c o n f e r -

r i n g w i t h them and a d v i s i n g w i t h them, i f they f e l t t h a t 

adequate n o t i c e had n o t been g i v e n , t h a t adequate e f f o r t 

had n o t been made, i f t hey f e l t t he s i t u a t i o n c a l l e d f o r 

such c o n s u l t a t i o n i n o r d e r t o be e m i n e n t l y f a i r and con -

s i d e r a t e i n t he m a t t e r and I f e e l i n t h i s i n s t a n c e t h a t 

t h e Board has been more t h a n f a i r i n g i v i n g t h e T r a n s -

amer i ca C o r p o r a t i o n adequate n o t i c e as t o i t s a t t i t u d e 

and as t o i t s d e s i r e and as t o i t s e f f o r t t o e i t h e r g e t 

l e g i s l a t i o n o r t o c a r r y o u t what was t h e i n t e n t o f t h e 

Congress i n e x i s t i n g l e g i s l a t i o n o r t o use such o t h e r 

l e g i s l a t i o n as was a v a i l a b l e t o i t . n 

F u r t h e r p ressed by c o u n s e l , t he w i t n e s s s a i d 

t h a t so f a r as he knows i t i s t r u e t h a t t he custom o f 

advance n o t i f i c a t i o n and o p p o r t u n i t y f o r i n f o r m a l com-

ments by one accused by a bank r e g u l a t o r y agency has 

been u n i f o r m l y f o l l o w e d i n the w i t n e s s ' s e x p e r i e n c e i n 

Wash ing ton , w i t h t he e x c e p t i o n o f t h e i n s t a n c e s men t i oned 

w h i c h i n v o l v e d T ransamer i ca C o r p o r a t i o n * 
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897 As t o whe the r t h e w i t n e s s o r any o t h e r members 

o f t he Board had d i s c u s s e d t he a s s e r t e d v i o l a t i o n o f t h e 

C l a y t o n A c t by T ransamer i ca C o r p o r a t i o n w i t h any o f t h e 

o f f i c e r s o f T ransamer i ca C o r p o r a t i o n p r i o r t o t he f i l i n g 

o f f o r m a l c o m p l a i n t , t h e w i t n e s s s a i d he had n o t so d i s -

cussed i t h i m s e l f b u t was unab le t o say what any o t h e r 

member o f t h e Board , o r i t s s t a f f , may have done. 

898 The w i t n e s s d e n i e d t h a t he had g i v e n c o n s i d e r a -

t i o n t o t h e p o s s i b i l i t y o f a s a l e o f t h e F i r s t S e c u r i t y 

banks i n U tah , I d a h o , and Wyoming t o T ransamer ica C o r p o r a -

t i o n , b u t s a i d r a t h e r t h a t T ransamer ica i n d i c a t e d t h a t 

they m i g h t be i n t e r e s t e d i n a c q u i r i n g them. He s a i d t h a t 

i f some o f t h e o f f i c e r s o f those banks d i s c u s s e d t he p o s -

s i b i l i t y o f such a s a l e , i t was w i t h o u t h i s knowledge. 

As t o whether he had g i v e n c o n s i d e r a t i o n p r i o r 

t o 1943 t o t he p o s s i b i l i t y o f a c c e p t i n g a p o s i t i o n as an 

o f f i c e r o f t h e F i r s t N a t i o n a l Bank o f P o r t l a n d , t h e w i t -

ness s a i d t h a t he had been i n d i r e c t l y impor tuned t o go 

899 t o t h a t bank . Whether i t was by A. P. G i a n n i n i , M r . 

B e n n e t t , M r . Ashby S t e w a r t , he c o u l d n o t r e c a l l . He 

f u r t h e r s a i d t h a t he d i d n o t r e c a l l t h a t he d i s c u s s e d 

t he p o s s i b i l i t y o f h i s g o i n g t o t he F i r s t N a t i o n a l Bank 

o f P o r t l a n d w i t h Mr . Lawrence C l a y t o n a t t h e t ime t h e 

l a t t e r was n e g o t i a t i n g f o r an o f f i c i a l p o s i t i o n i n t h e 

Bank o f A m e r i c a . As t o whe ther t he m a t t e r came up i n 

1940 and 1941, he c o u l d n o t r e c a l l . 
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902 Counse l suggested t h a t t h e w i t n e s s , on t he 

o c c a s i o n o f one o f h i s appo in tmen ts f r om P r e s i d e n t 

R o o s e v e l t , had o b t a i n e d a l e t t e r f r o m the P r e s i d e n t 

p u r p o r t i n g t o r e l i e v e h im o f t h e no rma l r e q u i r e m e n t 

t h a t a Board member who r e s i g n s b e f o r e t he end o f h i s 

t e rm i s f o r b i d d e n t o h o l d any o f f i c e , p o s i t i o n , o r 

employment i n any member bank f o r a p e r i o d o f two 

y e a r s . The w i t n e s s r e p l i e d t h a t no P r e s i d e n t c o u l d 

p o s s i b l y g i v e any such l e t t e r because i t wou ld r e q u i r e 

a s p e c i a l a c t o f Congress t o r e l i e v e a member o f t he 

Board f r o m such an o b l i g a t i o n . 

i n v o l v i n g banks i n wh i ch t he w i t n e s s was i n t e r e s t e d , 

t h e w i t n e s s s t a t e d t h a t t h e r e was n o t h i n g e i t h e r 

imprope r o r u n l a w f u l about them. He agreed t h a t every 

c o n s o l i d a t i o n wou ld have t h e r e s u l t o f e l i m i n a t i n g 

c o m p e t i t i o n between two banks , by c o n s o l i d a t i n g them 

i n t o one. 

a t a b u l a t i o n e n t i t l e d "Recent Bank Mergers o r A b s o r p -

t i o n s " a p p e a r i n g i n a p u b l i c a t i o n c a l l e d " I n v e s t o r s 1 

R e a d e r " , i s s u e o f February 2 , 1949. The l a t t e r s a i d 

he c o u l d n o t c o r r o b o r a t e t he f a c t o f the c o n s o l i d a -

t i o n s and mergers r e p o r t e d i n t he l i s t b u t t h a t he 

904 A t c o u n s e l ' s r e f e r e n c e t o c o n s o l i d a t i o n s 

905 Counse l d i r e c t e d the w i t n e s s ' s a t t e n t i o n t o 
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wou ld have no r e a s o n t o doub t t h a t they had t a k e n p l a c e 

because banks a r e i n v o l v e d i n c o n s o l i d a t i o n s r i g h t a l o n g . 

I n commenting upon the s i z e o f t he i n s t i t u -

t i o n s i n v o l v e d i n the c o n s o l i d a t i o n s r e p o r t e d i n t he t a b -

906 u l a t i o n r e f e r r e d t o , the w i t n e s s made a r e f e r e n c e t o 

T*f ive m i l l i o n o f depos i t s 1 1 and when t h i s was s e i z e d upon 

by counse l f o r a f u r t h e r q u e s t i o n , he s a i d t h a t he d i d 

907 n o t r e g a r d a n y t h i n g below f i v e m i l l i o n as s i g n i f i c a n t today 

excep t i n t h e sense t h a t i t wou ld be t o any i n v e s t o r o r 

n a t i o n a l p u b l i c i n t e r e s t . 

Counse l quoted f r o m the p u b l i c a t i o n ment ioned 

as f o l l o w s : " A c t u a l l y t he pos twar r a t e o f l e s s t h a n 100 

mergers and c o n s o l i d a t i o n s a y e a r i s f a r below the 300 

t o 800 c o n s o l i d a t i o n pace o f t he t w e n t i e s and e a r l y 

t h i r t i e s ( a s i d e f r o m an even l a r g e r number o f f o r c e d sus -

p e n s i o n s ) " , t o w h i c h t he w i t n e s s expressed agreement . 

W i t h r e f e r e n c e t o t h e p o s i t i o n o f bank ing 

a u t h o r i t i e s on mergers and c o n s o l i d a t i o n s , c o u n s e l quo ted 

908 t h i s s t a t e m e n t : "Thus , t hey have few o b j e c t i o n s when 

s m a l l e r banks j o i n f o r c e s w i t h s t r o n g e r i n s t i t u t i o n s 

w h i c h can b e t t e r r e s i s t t r o u b l e . " On t h i s , t h e w i t n e s s 

commented t h a t i t i s a q u e s t i o n o f degree and t h a t he 

c e r t a i n l y wou ld n o t want t o g i v e a b l a n k e t endorsement 

t o a s ta temen t o f t h a t s o r t w i t h o u t any q u a l i f i c a t i o n s . 
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The w i t n e s s endorsed t he f o l l o w i n g s ta temen t 

quo ted by c o u n s e l f r om the a n n u a l r e p o r t o f t h e F . D . I . C . 

f o r t he y e a r ended December 31 , 1940* page 19: 

"Where c o r r e c t i o n s do n o t appear t o be pos -

s i b l e o r l i k e l y , t he c o r p o r a t i o n p r e f e r s t o have t h e 

bank c l o s e d o r merged w i t h a sounder bank, r a t h e r t h a n 

t o t e r m i n a t e t h e b a n k ' s i n s u r e d s t a t u s , because i n t he 

case o f a s t a t e bank , the bank m i g h t c o n t i n u e t o o p e r a t e 

and be a t h r e a t t o t h e i n t e g r i t y o f t h e bank ing s y s t e m . " 

And he s a i d t h a t he t h o u g h t i t wou ld be v e r y much b e t t e r 

f o r one bank t o t a k e over a n o t h e r bank w h i c h m i g h t be i n 

909 f i n a n c i a l d i f f i c u l t i e s r a t h e r t h a n have t he bank c l o s e . 

He s a i d f u r t h e r t h a t c o m p e t i t i o n i n t h i s case wou ld n o t 

be a f a c t o r , because i f t he bank c l o s e d , i t wou ld be 

e l i m i n a t e d as a c o m p e t i t o r any way. 

He ag reed t h a t where t h e r e has been a s i g n i f i -

c a n t p o p u l a t i o n g r o w t h , t h e r e must a l s o be a c o r r e s p o n d -

i n g g r o w t h o f t h e banks i n t h e a rea i n o r d e r t o p r o v i d e 

adequate bank ing s e r v i c e f o r t h e expanded p o p u l a t i o n . 

He t h o u g h t t h a t Oregon, Wash ing ton , and C a l i f o r n i a have 

been t he t h r e e f a s t e s t g rowing s t a t e s i n p o p u l a t i o n i n 

t h e p a s t t e n y e a r s and t h a t t h e same t h i n g has a l s o been 

t r u e i n terms o f bank d e p o s i t s i n a l l banks i n t hose 

s t a t e s . However , he wou ld n o t comment on t h e p o s s i b l e 

f u t u r e t r e n d o f p o p u l a t i o n i n t h e a r e a . 
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910 Counse l quo ted s ta temen ts c i t i n g t he l a r g e 

g row th i n p o p u l a t i o n i n C a l i f o r n i a and p r e d i c t i o n s f o r a 

con t i nuance o f t h a t t r e n d , and asked t h e w i t n e s s i f a 

C a l i f o r n i a bus iness man was n o t j u s t i f i e d i n t a k i n g such 

p r e d i c t i o n s i n t o accoun t i n p l a n n i n g f o r t h e f u t u r e * 

The w i t n e s s r e p l i e d : 

f ! I c e r t a i n l y wou ld t h i n k t h a t any bus iness man 

would be t h o r o u g h l y j u s t i f i e d i n p l a n n i n g h i s b u s i n e s s , 

based upon t h e p o s s i b l e g r o w t h i n p o p u l a t i o n o r bus iness 

i n any g i v e n a r e a , b u t i n t h e case o f t h e bank ing b u s i -

ness , i n t h e g i v e n a r e a , t h e g r e a t e r t h e d e p o s i t g r o w t h 

i n an a r e a , as a r e s u l t o f p o p u l a t i o n and bus iness g r o w t h , 

the more room t h e r e s h o u l d be f o r i ndependen t b a n k i n g , 

and the more room t h e r e s h o u l d be f o r g r o w t h o f c o m p e t i -

t i v e b a n k i n g - t h e g r e a t e r t h e p o p u l a t i o n and the g r e a t e r 

the r e s o u r c e s o f an a r e a , i n o t h e r w o r d s , t he g r e a t e r 

the room f o r c o m p e t i t i v e b u s i n e s s . For i n s t a n c e , i n a 

912 s p a r s e l y p o p u l a t e d s t a t e l i k e Nevada, t h e 33 p e r c e n t o r 

35 p e r c e n t o f t he d e p o s i t bus iness o f a s t a t e i n t he 

hands o f one o r g a n i z a t i o n wou ld be much e a s i e r t o j u s t i f y 

t h a n , s a y , such a volume o f bus iness i n t h e S t a t e o f New 

York and one i n s t i t u t i o n i n t he S t a t e o f New York h a v i n g 

a t h i r d o f t h e bus iness o f t h e S t a t e wou ld be f o r m i d a b l e * 

I t wou ld be a power o f g r e a t magn i t ude . I t wou ld be f a r 
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l e s s j u s t i f i e d t h a n wou ld be t h e case i n Nevada. There 

a r e many c o u n t i e s i n s p a r s e l y p o p u l a t e d s t a t e s where 

t h e r e a re no banks* There a r e o t h e r c o u n t i e s where 

t h e r e i s o n l y one bank. There a r e many towns t h a t a re 

n o t l a r g e enough t o s u p p o r t more t h a n one i n s t i t u t i o n . 

I t c o u l d n o t be s a i d t h a t a b a n k i n g i n s t i t u t i o n t h a t 

owned the o n l y bank i n t he coun ty was t e n d i n g towards 

t h e c r e a t i o n o f a monopoly and n e i t h e r c o u l d i t be s a i d 

t h a t a bank ing o r g a n i z a t i o n i n a s p a r s e l y p o p u l a t e d a r e a , 

O ia t m igh t have a 25 o r 30 p e r c e n t o f t he b u s i n e s s o f a 

s p a r s e l y p o p u l a t e d a rea must be t e n d i n g towards t h e 

c r e a t i o n o f a monopo ly . 

"Your r a p i d g row th i n C a l i f o r n i a and Oregon i s 

a j u s t i f i c a t i o n f o r an e x p a n s i o n o f i ndependen t b a n k i n g . " 

Counse l suggested t h a t t he w i t n e s s ' s l a s t 

s ta temen t was a p p l i c a b l e t o bank ing i n g e n e r a l w i t h o u t 

t h e q u a l i f i c a t i o n " i n d e p e n d e n t " , and t he w i t n e s s s a i d 

t h a t t h e r e wou ld have t o be an expans ion o f bank ing 

f a c i l i t i e s i n an a rea where t h e r e was any such g row th as 

had o c c u r r e d i n t he West , t o p r o v i d e adequate bank ing 

s e r v i c e t o t h e p e o p l e . 

914 The w i t n e s s s a i d t h a t he was sure t he Board 

t o o k i n t o a c c o u n t a l l o f t he f a c t o r s r e f e r r e d t o i n t h e 

i m m e d i a t e l y p r e c e d i n g q u e s t i o n i n g i n c o n n e c t i o n w i t h i t s 

c r i t i c i s m s o f T ransamer i ca 1 s expans ion p o l i c y , and s a i d 
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t h a t , w h i l e he may n o t have been f a m i l i a r w i t h s p e c i f i c 

p u b l i c a t i o n s t o w h i c h c o u n s e l had a l l u d e d , he and t h e 

Board were f a m i l i a r i n a g e n e r a l way w i t h t he g r o w t h o f 

p o p u l a t i o n and t he grovvth o f d e p o s i t s on t h e P a c i f i c 

Coas t . 

915 W i t h an i n t r o d u c t i o n r e f e r r i n g t o t he Board 

con fe rences w i t h A. P. G i a n n i n i i n Feb rua ry 1943 and sub -

sequent c o n v e r s a t i o n s w h i c h t ook p l a c e w i t h Mr . A l l e n 

Pope, c o u n s e l had t he w i t n e s s i d e n t i f y a t e l e g r a m d a t e d 

June 16 , 1943, addressed t o h im by A. P. G i a n n i n i , i n 

w h i c h t h e l a t t e r exp ressed resen tmen t a t s ta temen ts 

a l l e g e d t o have been made by t he w i t n e s s , r e f e r r e d t o 

h i s s t a temen t a t t he con fe rence t h a t he had two e x i s t i n g 

commitments, and a l l e g e d t h a t t he u n d e r s t a n d i n g s reached 

a t t he con fe rence had been wrecked l a r g e l y because o f t h e 

w i t n e s s ' s a t t e m p t t o b i n d T ransamer ica a l one t o s o - c a l l e d 

f r e e z i n g p o l i c i e s i n s t e a d o f o b t a i n i n g s i m i l a r commi t -

ments f r o m o t h e r h o l d i n g companies. ( T h i s t e l e g r a m was 

marked as Responden t ' s E x h i b i t 9 f o r i d e n t i f i c a t i o n , and 

was read i n t o t h e r e c o r d by c o u n s e l . ) 

916 The w i t n e s s i d e n t i f i e d h i s s i g n a t u r e on a 

l e t t e r da ted J u l y 1 , 1938 addressed t o A. P . G i a n n i n i 

(wh i ch was marked Responden t ' s E x h i b i t 10 f o r i d e n t i f i c a -

t i o n ) and s a i d he s t i l l s u b s c r i b e d t o a s t a t e m e n t t h e r e i n 
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t h a t "any s u p e r v i s o r y o f f i c i a l who f e e l s c a l l e d upon t o 

c a r r y t he t o r c h o f u n i t bank ing o r , f o r t h a t m a t t e r , 

any p a r t i c u l a r t y p e o f b a n k i n g , s h o u l d base h i s arguments 

on p roved f a c t s and n o t ba re a s s e r t i o n s " . 

917 Counsel t h e n d i r e c t e d t h e w i t n e s s ' s a t t e n t i o n 

t o a l e t t e r da ted November 29 , 1941* addressed t o h im by 

A. P. G i a n n i n i (wh i ch was marked Responden t ' s E x h i b i t 11 

f o r i d e n t i f i c a t i o n ) ; and the w i t n e s s ' s l e t t e r o f Decem-

ber 20 , 1941* addressed t o Mr . G i a n n i n i (wh ich was marked 

Responden t ' s E x h i b i t 12 f o r i d e n t i f i c a t i o n ) . He c o n f i r m e d 

t h a t Mr . G i a n n i n i ' s l e t t e r i n q u i r e d i f t h a t p a r t i c u l a r 

t i m e w o u l d n ' t be a good one to see i f a d e a l c o u l d n ' t be 

made i n t h e f o rm o f a c o n s o l i d a t i o n w h i c h wou ld r e s u l t 

i n p r a c t i c a l l y a F e d e r a l Reserve d i s t r i c t - w i d e b ranch 

bank w i t h o f f i c e s i n t h e s t a t e s o f Wash ing ton , Oregon, 

and C a l i f o r n i a * The l a s t pa rag raph o f t he l e t t e r was 

r ead as f o l l o w s : 

91S " I d o n ' t suppose a man o f y o u r y o u t h and t a l e n t s 

i s g o i n g t o spend much more t i m e i n t h a t Wash ing ton 

a tmosphere , so l e t ' s hope t h i s n o t e w i l l make you t h i n k 

o f g e t t i n g back a c t i v e l y i n t o t h e bank ing game o u t t h i s 

w a y . " As t o whe the r he rega rded t h i s as a s u g g e s t i o n o f 

t h e p o s s i b i l i t y o f h i s p e r s o n a l l y p a r t i c i p a t i n g i n such 

an o r g a n i z a t i o n as was sugges ted , t h e w i t n e s s s a i d t h a t 
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919 he gave i t no i n t e r p r e t a t i o n a t a l l f o r t h e reason t h a t 

he had no i n t e r e s t i n l e a v i n g t he Wash ing ton scene a t 

t h a t t i m e , and he went on t o say : "As has been b r o u g h t 

ou t he re e a r l i e r , no Board member i s p e r m i t t e d t o go i n t o 

t he bank ing bus iness u n t i l two y e a r s a f t e r he l eaves h i s 

p o s i t i o n as a member o f t he Board . I me re l y t o o k t h i s 

f r o m Mr . G i a n n i n i as a comp l imen ta ry g e s t u r e , as an i n d i -

c a t i o n t o me, as I u n d e r s t a n d has been made t o many 

o t h e r s , t h a t he was f a v o r a b l e t o me and h i s i n t e r e s t 

seems t o me t o be an a t t e m p t t o i n g r a t i a t e T ransamer ica 

o r g a n i z a t i o n w i t h me and w i t h t he Board d u r i n g a p e r i o d 

when t h e r e was a good d e a l o f t e n s i o n . " 

Upon c o u n s e l ' s s u g g e s t i o n t h a t t h e t e n s i o n had 

been removed t h e y e a r b e f o r e , he s a i d : "The t e n s i o n had 

920 n o t been removed — " and went on t o c i t e t h e Temple C i t y 

N a t i o n a l Bank m a t t e r , t h e Pasadena T r u s t and Savings 

Bank m a t t e r , t h e a p p l i c a t i o n f o r two branches o f t he 

Pasadena bank , the P e o p l e ' s Bank o f Lakewood V i l l a g e 

c o n d i t i o n o f membership as a l l be i ng m a t t e r s under con -

s i d e r a t i o n and c o n t r i b u t i n g t o a c o n s i d e r a b l e t e n s i o n 

between t h e Board and t h e T ransamer ica o r g a n i z a t i o n . He 

p o i n t e d o u t f u r t h e r t h a t t h e B o a r d ' s l e t t e r o f February 

14 , 1942, s t a t i n g i t s v i ews w i t h r e f e r e n c e t o t he e n t i r e 

expans ion program o f T r a n s a m e r i c a , was s e n t l e s s t h a n 6 

days a f t e r h i s r e p l y t o Mr . G i a n n i n i ' s l e t t e r . 
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922 The w i t n e s s read h i s l e t t e r o f r e p l y t o Mr* 

G i a n n i n i as f o l l o w s : 

" S h o r t l y a f t e r r e c e i v i n g y o u r h a n d w r i t t e n n o t e , 

t he war b roke o u t and I have been s i m p l y covered up. 

Hence t h i s d e l a y i n r e p l y i n g . 

"The m a t t e r y o u men t ioned i s i n t e r e s t i n g , and 

as I am l e a v i n g home f o r the Ch r i s tmas h o l i d a y s , I may 

p o s s i b l y have t h e o p p o r t u n i t y o f t a l k i n g i t ove r w i t h 

y o u i n pe rson . I f n o t , I s h a l l a r r a n g e t o c a l l y o u w h i l e 

i n Ogden. 

" A l t h o u g h y o u have l i k e l y had the m a t t e r 

checked, I am e n c l o s i n g some e x c e r p t s f rom the b a n k i n g 

laws t o u c h i n g on t h e p rob lem i n q u e s t i o n w i t h b r i e f com-

ments t h e r e o n . " 

923 He i d e n t i f i e d the e n c l o s u r e as h a v i n g been a 

l e g a l s t a temen t p r e p a r e d by one o f t h e Board l a w y e r s , 

p o s s i b l y Mr . D r e i b e l b i s , e n t i t l e d " R i g h t o f two n a t i o n a l 

banks t o c o n s o l i d a t e and s t a t u s o f c o n s o l i d a t e d i n s t i t u -

t i o n w i t h r e s p e c t t o b r a n c h e s . " 

When asked by counse l whe the r he had sugges ted 

t o M r . G i a n n i n i t h a t t h e r e was a n y t h i n g u n l a w f u l o r con-

t r a r y t o p u b l i c p o l i c y i n t he deve lopment o f t h e sug-

g e s t e d o r g a n i z a t i o n , t h e w i t n e s s r e p l i e d t h a t t h e l e t t e r 

and memorandum were h i s o n l y r e p l y and t h a t he d i d n o t 
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r e c a l l h a v i n g l a t e r t e l e p h o n e d o r p e r s o n a l l y seen Mr* 

G i a n n i n i abou t t he m a t t e r . 

924 The w i t n e s s gave a p p r o v a l t o t he s ta temen t 

t h a t the Board has t a k e n t h e o f f i c i a l p o s i t i o n t h a t t h e 

charges i n t h i s p r o c e e d i n g do n o t i n v o l v e any c l a i m o f 

u n s a f e , unsound, o r i l l e g a l p r a c t i c e s by bank o f f i c e r s 

o r d i r e c t o r s o r any c h a r g e , t h e p u b l i c a t i o n o f wh i ch 

w i l l have any h a r m f u l e f f e c t upon the banks named i n t h e 

Comp la in t o r upon banks g e n e r a l l y w i t h i n t h e a rea 

a f f e c t e d . 

When i t was sugges ted by counse l t h a t he was 

p r e s s i n g t h e c h a r g e s , t h e w i t n e s s s t a t e d t h a t i t was a 

Board m a t t e r and c a l l e d a t t e n t i o n t o t h e f a c t t h a t w h i l e 

he was Chai rman when t he i n v e s t i g a t i o n was i n i t i a t e d , he 

was n o t Chai rman when t h e Comp la in t was f i l e d . 

925 Upon c o u n s e l ' s r e f e r e n c e t o t h e Independent 

Bankers A s s o c i a t i o n o f t h e 1 2 t h F e d e r a l Reserve d i s t r i c t 

and t o a n o t h e r s i m i l a r a s s o c i a t i o n w i t h h e a d q u a r t e r s i n 

Grove C i t y , M i n n e s o t a , t h e w i t n e s s s t a t e d t h a t he d i d 

n o t know b u t doub ted v e r y much t h a t t he F i r s t S e c u r i t y 

banks i n U tah , I d a h o , and Wyoming made any c o n t r i b u t i o n s 

t o such a s s o c i a t i o n s . 

As t o whether he knew t h a t one o f t h e p r i n c i p a l 

a c t i v i t i e s o f such o r g a n i z a t i o n s has been t h e i n s t i g a t i o n 
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and p r o m o t i o n o f l e g i s l a t i v e and o t h e r t ypes o f Govern-

ment r e s t r i c t i o n s upon t he g r o w t h and deve lopment o f 

926 Transamer ica C o r p o r a t i o n , t h e w i t n e s s s a i d : " W e l l , I 

know t h a t t hey have been engaged i n t r y i n g t o ge t l e g i s -

l a t i o n , n o t o n l y a g a i n s t h o l d i n g companies, b u t a l s o 

t h e g row th o f b r a n c h b a n k i n g . I t h i n k t h a t t he g r o w t h 

o f T ransamer ica has been a v e r y i m p o r t a n t f a c t o r i n 

t h e i r i n c r e a s e d a c t i v i t i e s , b u t c e r t a i n l y t he i n d e p e n -

d e n t bankers a r e n o t o n l y opposed t o the T ransamer i ca 

o r g a n i z a t i o n and i t s c o n t i n u e d g r o w t h , b u t l i k e w i s e they 

a r e opposed t o t he g row th and e x p a n s i o n o f h o l d i n g com-

p a n i e s , g e n e r a l l y , as w e l l as t o t he g rowth o f b ranch 

b a n k i n g . " 

On t h e m a t t e r o f c o n t r i b u t i o n s t o t he I ndepen -

d e n t Bankers A s s o c i a t i o n s , he s a i d t h a t t h e o n l y i n f o r m a -

t i o n he had t h a t some o f t h e l a r g e s t c o n t r i b u t o r s have 

been b ranch banks w h i c h a r e c o m p e t i t o r s o f Bank o f 

Amer ica i n C a l i f o r n i a was t h a t c o n t a i n e d i n T ransamer i ca 1 s 

own newspaper a d v e r t i s i n g . 

I n d e f i n i n g t he w o r d , " i n d e p e n d e n t " , as used 

927 i n t h e t i t l e o f t h e banke rs 1 o r g a n i z a t i o n s , t h e w i t n e s s 

s a i d : " I t h i n k they a re a p r e t t y independen t group o f 

b a n k e r s . I t h i n k t h a t t h e i r s u p p o r t l a r g e l y comes f rom 

t h e u n i t banks . C e r t a i n l y t he membership, as I unde rs tand 
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i t , o f t h e two independen t o r g a n i z a t i o n s , one w h i c h 

e x i s t s i n t he West and t h e h e a d q u a r t e r s o f t he one w h i c h 

i s i n M i n n e s o t a , i s composed o f i ndependent b a n k e r s . " 

He s a i d f u r t h e r t h a t , w h i l e b ranch bank members m i g h t 

have c o n t r i b u t e d someth ing t o t h e s u p p o r t o f t he o r g a n i -

z a t i o n , he supposed t h a t u n i t banks p r o v i d e d most o f t h e 

s u p p o r t . 

928 The w i t n e s s s a i d t h a t he had n o t made any s tudy 

o f the backg round and h i s t o r y o f t h e Board p r i o r t o h i s 

becoming a member and t h a t what he knew abou t i t was 

d e r i v e d f r o m comments made i n Board mee t i ngs and i n con -

f e r e n c e s w i t h s t a f f peop le who had been w i t h t h e Board 

929 p r i o r t o h i s becoming a member. He a l s o s a i d t h a t he 

had n o t f a m i l i a r i z e d h i m s e l f w i t h t he h i s t o r y o f the 

B o a r d ' s r e l a t i o n s w i t h Bank o f Amer ica and i t s p redeces -

so rs i n t h a t e a r l i e r p e r i o d o r t he c i r c u m s t a n c e s wh i ch 

l e d up t o t h e membership o f t he Bank o f I t a l y i n t he 

System. 

Counse l f o r Respondent caused t o be marked 

Respondent ' s E x h i b i t s 13 , 14 > and 15 , t h e f o l l o w i n g d o c -

uments, r e s p e c t i v e l y : Copy o f a l e t t e r f r o m A. P . 

G i a n n i n i t o Honorab le John P e r r i n , d a t e d September 18 , 

1917; copy o f a l e t t e r f r o m A. C. M i l l e r , member o f t h e 

F e d e r a l Reserve Board , t o M r . A . P. G i a n n i n i , da ted 
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September 26 , 1917; copy o f a t e l e g r a m f r o m Governor 

H a r d i n g o f t h e F e d e r a l Reserve Board t o Mr* P e r r i n , 

da ted Oc tober 2 0 , 1917. T h i s cor respondence concerned 

and was p r e l i m i n a r y t o t h e a d m i s s i o n o f Bank o f I t a l y 

t o membership i n t he F e d e r a l Reserve System and i n v o l v e d 

c e r t a i n assu rances as t o i t s b ranch system w h i c h t he 

Bank o f I t a l y was endeavo r i ng t o o b t a i n f r o m t he Board . 

937 Counse l read i n t o t h e r e c o r d e x c e r p t s f r om 

t h i s co r respondence . Counse l t h e n i n q u i r e d whether t he 

944 Board had t a k e n i n t o c o n s i d e r a t i o n t he " r e p r e s e n t a t i o n s 

and assurances made by t h e Board" t o t h e Bank o f I t a l y 

i n the co r respondence f r o m w h i c h he had q u o t e d , t he w i t -

ness r e p l y i n g : " I d o n ' t r e c a l l t h a t t h e Board t o o k t h a t 

i n t o a c c o u n t , b u t I wou ld t h i n k even i f t h e Board had 

t a k e n i t i n t o a c c o u n t , t h e a c t i o n wou ld have been no d i f -

f e r e n t . " 

The w i t n e s s s t a t e d t h a t he d i d n o t r e g a r d h i s 

v o l u n t a r y d i s q u a l i f i c a t i o n o f h i m s e l f f r o m h e a r i n g the 

case o r v o t i n g upon the f i n a l d e c i s i o n as d i s q u a l i f y i n g 

h i m s e l f f r o m t h e g i v i n g o f t e s t i m o n y ; and i n r e p l y t o a 

q u e s t i o n as t o whether he expec ted h i s t e s t i m o n y wou ld 

i n f l u e n c e t h e B o a r d ' s d e c i s i o n , he s a i d : " I wou ld hope 

t h a t t he Boa rd , i n making t he d e c i s i o n , wou ld t ake i n t o 

accoun t n o t o n l y my t e s t i m o n y , b u t t he t e s t i m o n y o f eve ry 
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w i t n e s s , i n c l u d i n g y o u r w i t n e s s e s . " When f u r t h e r p ressed 

f o r a " y e s " o r " n o " answer , he s a i d : " Y e s " . 

On c o u n s e l ' s i n q u i r y as t o whe ther he wou ld be 

w i l l i n g t o appear a g a i n and g i v e f u r t h e r t e s t i m o n y , t h e 

w i t n e s s answered: " I have no reason t o t h i n k a t t h i s 

t i m e t h a t I w o u l d n ' t be w i l l i n g . However, I d o n ' t want 

t o make a d e f i n i t e commitment as be i ng p r e p a r e d t o appear 

as a w i t n e s s a t any d e f i n i t e t i m e o r any p l a c e where t h i s 

case may be h e l d . " 
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