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UNITED STATES OP AMERICA 

BEFORE 

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 

I n the Mat ter o f 

TRANSAMERICA CORPORATION 

Room 1202* 
Federal Reserve Board B u i l d i n g , 
Washington 25* D. C.* 
Thursday* February 10* 19^9 

The a b o v e - e n t i t l e d mat ter came onfor f u r t h e r hear ing pur 

suant t o adjournment* a t 10s30 o 9 c lock a« m* 

BEFOREs 

RUDOLPH Mo EVANS* Member* Board o f Governors* o f 
the Federal Reserve System* 
Hearing O f f i c e r . 

APPEARANCESs 

Jo LEONARD TOWNSEND* S o l i c i t o r * Board o f 
Governors o f the Federa l Reserve 
System* Washington* D. C.* and 

Go ROWLAND CHASE* Ass i s tan t S o l i c i t o r * Board o f 
Governors o f the Federal Reserve 
System* Washington* D. C,* 
appear ing on beha l f o f the Board• 

SAMUEL Bo STEWART* JRo* and 
HUGO A, STEINMEYER* 300 Montgomery S t ree t * San 

Francisco* C a l i f o r n i a * appear ing 
on beha l f o f Transamerlca Corpor-
a t i o n a 

Arms Cohn 7 M 
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THE HEARING OFFICER: The hear ing w i l l come t o 

o rde r , please* 

There I s one shor t note I would l i k e t o read I n t o 

the record, I n announcing a t pages 675 t o 678 of the record, 

my r u l i n g on Respondent*s no t i ce and demand f o r the product ion 

o f c e r t a i n papers from the Board fs f i l e s . 

I neglected t o s ta te "Governors Becles and Clayton 

d id not p a r t i c i p a t e i n the Board^s cons idera t ion or dec is ion 

o f the quest ion whether the Board was w i l l i n g t o produce the 

papers c a l l e d f o r by Respondents no t i ce and demand•n 

I wish now t o announce t h a t Governors Eccles and 

Clayton d id not p a r t i c i p a t e i n the Board8s cons idera t ion or 

dec is ion cf that ques t ion . 

Mr* Stewart , you may go ahead. 

MARRINER S. ECCLES 

the wi tness on the stand a t the t ime o f the recess, resumed 

the wi tness stand and t e s t i f i e d f u r t h e r as f o l l o w s : 

CROSS EXAMINATION(Resumed) 

BY MR. STEWART: 

Q Mr. Eccles, i n look ing over yesterday*s t r a n s c r i p t , 

I no t i ce a t page TOO tha t I asked you t h i s quest ion and you 

gave t h i s answer: 

wHow much of your t ime would you say t h a t you have spent 

i n Utah i n the l a s t f i v e or s i x years , Utah, Idaho, and Wyoming, 
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l e t • e say?" 

"Answer: We l l , I t h i n k the f i r s t seven years I was i n 

Washington I was I n Utah t en t imes i n seven yea rs . " 

Then* a f t e r t h a t I asked you some more quest ions 

about your answer and never got back t o get an answer t o the 

quest ion I asked. 

Now* w i l l you t e l l me* i n answer t o t h a t quest ion* 

how much of your t ime you have spent I n Utah i n the l a s t f i v e 

or s i x year8* t h a t i s * Utah* Idaho* and Wyoming? 

A I can t e j l you i n a general way* I spent — I t h i nk 

I was i n the West l a s t year f ou r t imes . When I ceased t o be 

Chairman* I had a l i t t l e more t ime t o t r a v e l * and I v i s i t e d 

the Reserve Bank i n San Francisco* the conference l a s t spring* 

t h a t i s , a t the conference of the Reserve Banks* the branches. 

I went out tomake a speech a t Iowa l a s t f a l l and went on t o 

Utah. 

Dur ing the war per iod* when th ings were p r e t t y 

hec t i c there* I spent very l i t t l e t ime out t h e r e . I have 

two sons and a daughter who are marr ied and who l i v e i n the 

West* and I have taken occasion* whenever i t was poss ib le* t o 

get away from here* i f there i s any resp i t e * t o go out the re . 

They have been out o f Washington since 1941• I would say* 

w i t h reference t o my t ime t h a t I have spent on Board matters* 

t h a t i t would average very much more than the kO hours a 

week which i s the standard t ime i n Washington f o r a l l Federal 
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employees* so* based upon what I s considered one9s f u l l t ime 

by Government employees* I am sure t h a t I put i n my f u l l 

t ime t o the Government* and I am sure the s t a f f * the other 

Board members who are around here, and the record o f my a t -

tendance a t the Board meetings and other conferences where ray 

presence i s requ i red* would demonstrate t h a t there has been 

no neg lec t o f pub l i c duty due t o my absence from Washington i n 

Utah or Idaho or any other pa r t o f the coun t ry . 

To be able* as you Impl ied i n an e a r l i e r quest ion* 

t o i n f l uence the Board so completely t h a t there are np 

negat ive votes or disagreements and t o be ab le t o do t h a t and 

a t the same t ime be absent from Washington i n neglect o f duty* 

I must be even b e t t e r than I t h i n k I am. 

Q Now* Mr. Eccles* o f course* you have read i n t o my 

quest ion something t h a t I didn®t ask you. I d i d n ' t mean t o 

suggest t h a t you worked less than 40 hours a week on Board 

business. I would l i k e t o repeat the quest ion* which I s : 

how much o f your t ime you have spent i n Utah* Idaho and 

Wyoming dur ing the l a s t f i v e or s i x years . I don f t be l ieve 

you have ye t g iven me even an est imate en t h a t . 

A I have been out there from two t o three t imes a year , 

per iod* and I have stayed, wh i le I have been there any t ime , 

anywhere from a few days t o a few weeks. That i s the — i f 

they were c l o s e r , as i s the case w i t h — i f my home was 

c l o s e r , as i s the case w i t h many people i n Washington, I 
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might spend the week ends t h e r e . 

Q Are you ab le t o g i ve us any k i n d o f es t imate a t 

a l l as t o the amount o f t ime on the average? 

A I have g iven you the best es t imate I can g ive you. 

Q I see. A l l r i g h t , s i r . 

You have mentioned i n your tes t imony t h a t Eccles I n v e s t -

ment Company owns s tock o f a number o f co rpora t ions engaged 

i n businesses other than banking as w e l l as owning s tock o f 

F i r s t S e c u r i t y Corpora t ion , which owns the banks. I would l i k e 

t o i n q u i r e a t t h i s t ime about some o f those o ther i n t e r e s t s . 

The Eccles Investment Company has what percentage o f i n v e s t -

ment i n the Stoddard Lumber Company? 

A Oh, about th i r t y -some-odd per c e n t . I might ad-

v i s e you, however, t h a t t h a t company has p r a c t i c a l l y ceased 

ope ra t i on as I t s t imber has a l l been cu t out and i t i s a com-

pany t h a t c o n t r o l s p r a c t i c a l l y no th ing except cash a t the 

moment» 

Q You are p res iden t and a d i r e c t o r o f t h a t company? 

A That i s c o r r e c t . 

Q And how long have you been such? 

A Since 19 — w e l l , s ince the c o n t r o l o f the company 

was acqu i red I n 1928. 

Q And when d id the company cease ope ra t i ons , as you 

put I t a moment ago? 

A Last A p r i l . 
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Q That i s A p r i l , 1948? 

A That I s r i g h t . 

Q I t was ac t i ve up t o t h a t t ime, was i t ? 

A I t was opera t ing . I t has a smal l operat ion under 

a lease bas is w i t h a former manager, which i s t y i n g up rough 

lumber and m i l l i n g i t . That i s a pa r t o f the p lan t a t the 

moment. That i s the extent o f i t s opera t ion . 

Q Do you or any member of your fami l y own any other 

companies i n the i n t e r e s t o f Eccles Investment Company? 

A I have 300-scase-odd shares, 340 shares out of a 

t o t a l o f about 9,000. No other member i n my f a m i l y , I t h i n k , 

owns any o f the stock of t ha t company. 

Q Who does own the res t of the stock? 

A Browning Company l ias about h a l f as much as Eccles 

Investment Company and the balance o f i t i s f a i r l y widely 

scat tered among people who mostly l i v e i n Oregon. 

Q Eccles Investment Company,plus your i n t e r e s t , plus 

the Browning Company«s i n t e r e s t i s about or a l i t t l e more than 

50 per cent? 

A That i s c o r r e c t . The three of them would c o n t r o l 

i t . That i s , Browning Compaq and Eccles Investment Company 

c o n t r o l i t . 

Q Does the Eccles Investment Company have any i n t e r -

est i n the Anderson Lumber Company? 

A The Anderson Lumber Company is a r e t a i l lumber oper-
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a t l o n t h a t operates mostly i n Utah. They* I t h i nk * have one 

or two yards i n Idaho. The Eccles Investaent Company and 

the members o f the Eccles f am i l y own about h a l f and the 

Anderson fami l y * x-jhoar@ the o f f i c e r s and who'Pun and manage 

the company and have done I t from the beginning* own the other 

ha l fo The Browring I n t e r e s t s have no i n t e r e s t whatever. That 

company was organized by Anton Anderson* who has been dead 

a good many years . He died i n h i s n i ne t i es * and he induced 

my f a t h e r i n about 1903 or 1904* t o go I n t o the companyr-i?hey 

only had one yard—and t o f inance an expansion of the company* 

and t h a t i s where the i n t e r e s t i n the company came from* and 

i t has cont inued up t o t h i s t ime . 

Q You are a d i r e c t o r o f t h a t company? 

A I am a d i r e c t o r . I have always been — I have been 

a d i r e c t o r since my f a t h e r f s death. 1 have never been an 

o f f i c e r . I have been a d i r e c t o r * I t h i nk * since 1913 or 1914. 

Q And tha t * o f course* covers a l l o f the t ime dur ing 

which you have been a member o f the Bc^rd o f Governors? 

A Yes* t ha t i s c o r r e c t . 

Q Does the Eccles Investment Company have any i n t e r -

es t i n the Amalgamated Sugar Company? 

A No. No. The Eccles Investment Company does not 

have any i n t e r e s t i n the Amalgamated Sugar Company. 

Q Do you or any member of your f am i l y own any i n t e r e s t 

i n t h a t company? 
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A I have a s u b s t a n t i a l I n t e r e s t and o ther members o f 

my f a m i l y , i n d i v i d u a l l y , have a s u b s t a n t i a l i n t e r e s t i n the 

Amalgamated Sugar Company. 

Q What i s the approximate amount o f t h a t i n t e r e s t ? 

A I t may be as much as , X would say r o u g h l y , around 

10 per c e n t . I do not t h i n k i t would be more than t h a t . I 

would say rough ly about 10 per c e n t . 

Q That i s , you and your f a m i l y , or Just you? 

A That i s me and the o ther e i g h t members o f my f a m i l y . 

Q And does the Browning f a m i l y own any i n t e r e s t i n 

t h a t company? 

A The Browning f a m i l y has a smal l i n t e r e s t i n i t . I 

would saynaybe 2 or 3 per c e n t . I t i s owned by i n d i v i d u a l 

members o f the f a m i l y . 

Q Who ousts the r e s t o f t h a t company? 

A That company i s owned by — I wou ldn ' t say how many 

thousand s tockho lde rs . The s tock i s very w ide l y he ld i n 

C a l i f o r n i a , i n New York . My i n t e r e s t i n t h a t company and 

my f a m i l y i n t e r e s t goes back, my f a t h e r organized t h a t 

company i n 1898 f o r a sugar f a c t o r y . 

Q And you are the Chairman o f the Board and a d i r e c t o r 

o f t h a t company? 

A I am the Chairman o f the Board and a d i r e c t o r o f 

t h a t company. 

Q And you have been throughout the pe r i od t h a t you 
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< have been a member of the Board o f Governors ? 

2 A That I s c o r r e c t . 

3 Q Are you a lso the president of the Eccles Hote ls , 

4 Inc .? 

s A That i s co r rec t . 

6 Q Are you a lso a d i r e c t o r o f the Mountain States 

? Implement Company? 

8 A That i s c o r r e c t . 

9 Q And are you a lso pres ident and a d i r e c t o r o f the 

jo Sego M i l l Products Company? 

u A That i s c o r r e c t . 

12 Q And you have held a l l o f those pos i t i ons throughout 

13 the t ime tha t you have been a member o f the Board o f Governors? 

t4 A That i s c o r r e c t . 

is Q Are you a lso Chairman of the Board and a d i r e c t o r 

<6 o f the Utah Construct ion Company? 

17 A That i s c o r r e c t . 

is Q And have been throughout the t ime t ha t you have been 

»9 a member o f the Board of Governors? 

20 A That i s c o r r e c t . 

21 Q Have you attended Board meetings of t h a t company 

22 dur ing the per iod t ha t you have been a member o f the Board 

23 o f Governors? 

24 A X have attended soma meetings. I have poss ib ly 

25 missed more than I have at tended. 
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Q Where are those meetings he ld? 

A They are u s u a l l y he ld I n Ogden. Occas iona l l y , they 

ho ld one I n San Francisco where t h e i r ope ra t i ng o f f i c e i s , 

t he genera l ope ra t i ng o f f i c e . 

Q And then you at tended Board meetings o f these other 

companies which we have mentioned, o f which you are a member 

o f the Board? 

A I have not at tended a meeting o f the Sego M i l l 

Products Company f o r t e n yea rs . I have at tended occas iona l^ , 

maybe once, whenever I happen t o be out West and a meeting 

i s he ld — very o f t e n meetings are not he ld when I am t h e r e , 

bu t i f I should be t h e r e , then , I a t t end the meeting o f the 

o the r companies, maybe one meeting a y e a r , maybe two meetings 

a y e a r , depending upon the convenience and upon whether or 

not I am t h e r e . 

Q I take i t f rom your l a s t answer, your l a s t few 

answers, then , t h a t you know f rom your own personal exper -

ience t h a t ho ld i ng the t i t l e o f Chairman o f the Board o f a 

company does not have any p a r t i c u l a r s i g n i f i c a n c e i n determin-

i n g whether a man i s a c t i v e I n the d i r e c t i o n o f the a f f a i r s 

o f the company. 

A The p o s i t i o n , as i n my case, i s pu re l y nominal and 

none o f these t h a t you have i n d i c a t e d have been es tab l i shed 

s ince coming w i t h the Board. My connect ions 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 ve ry l ong d u r a t i o n . I n f a c t , p rac -
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t l c a l l y a l l o f these companies*their o rgan iza t ion was p r i o r 

t o the o rgan iza t ion o f the F i r s t Secur i t y Company. These 

connections* o f course* are a matter of pub l i c knowledge* 

Q I understand t h a t * I Just wanted the record t o 

be c lea r on t h a t * 

A I was Just going t o say t h a t I t h i n k they have been 

l i s t e d I n the var ious d i r e c t o r i e s * Who*s Who*and I t h i n k there 

are e i gh t d i f f e r e n t d i r e c t o r i e s t h a t a l l of those connections 

of mine have been l i s t e d i n i n the l a s t four teen years since 

I have been i n Washington* so i t I s a master of pub l i c knowledge* 

Q Do you or any member cf your f am i l y own any 

d i r e c t i n t e r e s t i n the Utah Const ruc t ion Company? 

A Yes. What i s owned by the i n d i v i d u a l s and by the 

< f a m i l y I t h i n k i s about 15 per cen t . I t was 10 per cent 

up u n t i l two or three years ago, when a s u b s t a n t i a l blcsk o f the 

company by a c e r t a i n i n t e r e s t was so ld and the Eccles fami ly * 

along w i t h some of the others* purchased tha t b lock o f stock* 

so t h a t up u n t i l about t ha t t ime* I t h i n k i t was three years 

ago* the i n t e r e s t was 10 per cent* I t I s now* I would say* 

approximately 15 per cent* There are* however* other i n t e r -

es ts which are — the Wallace i n t e r e s t i s an i n t e r e s t 

which i s s u b s t a n t i a l l y l a rge r * I t must be 25 per cen t . 

Q Who owns the res t o f i t ? 

A The Browning Company would haw 7 or 8 per cent* 

1 would t h i nk * and the balance of I t i s scat tered among a 

fcamlly? 
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g rea t many peop le . 

Q What I s the business o f the Utah Cons t ruc t ion Com-

pany? 

A The business i s one of genera l c o n t r a c t i n g . 

Q I n pursuance of t h a t bus iness, i t has had some Im-

po r t an t Government con t rac t s i n the l a s t seven or e i g h t years , 

has i t not? 

A Over the l i f e o f the company i t has had a great 

many Government c o n t r a c t s . 

Q D ldn* t i t p a r t i c i p a t e i n the c o n s t r u c t i o n o f the 

Geneva S tee l p l a n t a t Provo, Utah? 

A I t , a long w i t h two o ther companies, was asked 

by the Uni ted States S tee l Corpora t ion , which had been request 

ed t o b u i l d t h a t Job, t o b u i l d some o f the foundat ions and 

roads and heavy cons t r i c t ion work. 
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Q That was about a two hundred m i l l i o n d o l l a r Job 

on the whole* wasn' t i t ? 

A I t h i n k t ha t the job t ha t the three companies had, 

toge ther , was about 25 m i l l i o n do l l a r s o f the j ob . The t o t a l 

job exceeded 200 m i l l i o n d o l l a r s , but these three companies 

were on ly one group o f a great many con t rac to rs . That Job, 

no par t of i t was l e t out a t b ids because the p lans, when 

they s ta r ted on the j ob , the s p e c i f i c a t i o n s , I understand, 

were not ready as was t rue w i t h p r a c t i c a l l y a l l war work. 

Q YeSo 

A That the Government brought i n every const ruc t ion 

company t ha t they could locate and negot ia ted w i t h t ha t com-

pany, w i t h those companies f o r work t ha t they wanted done* 

I would say tha t the Utah Construct ion Company's work w i t h 

the Government was,pr io r t o the war, a l l on a compet i t ive 

b i d basis and p r a c t i c a l l y everytttng since the war whatever 

the Government has, of course, had, unless I t was some emer-

gency jobo 

Then 1 would l i k e t o say t h i s w i t h reference to the 

company; That p r a c t i c a l l y a l l o f the work t ha t they p a r t i -

c ipa ted I n dur ing the war, they d i d not i n any Instance 

s o l i c i t the work, and i n p r a c t i c a l l y a l l o f the p a r t i c i p a t i o n 

they were i n v i t e d t o p a r t i c i p a t e w i t h other con t rac to rs . 

Q I n add i t i on t o the cont rac ts you have mentioned, 

t h * y a loo had a cont rac t f o r t he , or r a the r i n the cons t ruc t ion 

#2 
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of the 21 m i l l i o n d o l l a r Davis Dam i n Ar izona , d i d they? 

A They b i d t h a t dam Job p r i o r t o the war and they 

were p a r t , Z understand, o f a syndicate t h a t d i d t h a t Job* 

The job was cancel led because o f the war and the Job was l a t e r 

put up t o compet i t ive b i d s , and because they had a l ready 

bought a l o t o f equipment and so f o r t h , they again b i d on the 

Job and were the successfu l b idder on t h a t Job. 

Q And they a lso had a cont rac t on the Nor fo l k Dam a t 

Mountain Home, Arkansas? 

A The Morrison-Knudson had t ha t c o n t r a c t . The Utah 

Const ruc t ion Company had a p a r t i c i p a t i o n . I don ' t know whether 

i t was f i v e or ten per cen t . 

Speaking of the Davis Dam, I t h i n k they had a 20 per cent 

p a r t i c i p a t i o n . There were seven or e igh t other con t rac to rs . 

They were merely a p a r t i c i p a n t . 

Q And they a lso p a r t i c i p a t e d i n the cons t ruc t ion o f 

the Alcan Highway? 

A The Alcan Highway—they, I t h i n k , were brought i n 

by the Army Engineers, along w i t h q u i t e a number of o ther 

con t rac to r s , and were assigned a c e r t a i n pa r t o f t h a t work 

t o do. 

I might add t h i s a t t h i s p o i n t : X r e c a l l the 

b i t t e r complaints o f the management f e e l i n g t h a t they had 

t o take t ha t Job, because i t was what they considered an 

extremely 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 
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d i ve r t ed t h e i r o rgan isa t i on , but i t was l i k e a great many 

other Jobs dur ing t h a t t ime , they were brought i n and asked 

to do i t and they d i d i t * 

Q Those were a l l Government con t rac t s , were they rot? 

A They were 0 

Q I s n ' t Utah Const ruct ion Company one o f the Jo in t 

con t rac to rs on a 20 m i l l i o n d o l l a r con t rac t l e t by the Army 

i n the Ph i l ipp ines? 

A There a re , I tWtakf three companies* The Utah Con-

s t r u c t i o n Company i s one o f the three* As I understand i t — 

and the reason I know so much about these i s because Mr. L e s l i e 

Gould, who I see i s w r i t i n g these c t o r l o s , has ra i sed a l l o f 

these quefclons, so I have taken occasion t o be Informed on the 

mat ter* He mentioned p a r t i c u l a r l y t h i s Army quest ion at l eas t 

a h a l f dozen t imes, and the Imp l i ca t i on was made—I am g lad 

to have t h i s oppor tun i t y t o have t h i s quest ion brought up 

wh i le I am on the s tand - - tha t the Utah Construct ion Company, 

through some e f f o r t on soi$>ody8s p a r t , imp l ied t ha t I might 

have had sometlng t o do w i t h i t , got them i n t o the con t rac t 

when i t was supposed t o go t o somebody e lse* 

I i nqu i red about t h i s purposely because I knew noth ing 

about i t o I had not even heard t h a t there was such a Job 

or t ha t the Utah Construct ion Company had any pa r t i n i t , so 

I made an i n q u i r y s i t h reference t o the f a c t s i n t h i s case 

and I was t o l d by Mro Corey, pres ident of the company, who 

Ph3 755 
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runs the company and been w i t h the company f o r f o r t y years, 

tha t the Army had a great deal of work t o do i n the Pac i f i c , 

tha t they have no plans or spec i f i ca t i ons , tha t the work would 

have t o be subject t o cance l la t ion a t any t ime, and tha t 

they had picked nine contractors i n the country who had done 

a good deal of work during the war per iod and that they had 

some experience w i t h , and they, the Utah Construction Company, 

was one of them. 

The Utah Construct ion Company d id not i n any way 

s o l i c i t the work or or any opportuni ty t o pa r t i c i pa te i n the 

work, and the cont ractors , the two contractors that were 

made partners of the Utah Construction Company, were two 

contractors that the Array had picked and they gave these three 

cont rac tors , inc lud ing the Utah Construction Company, the 

Ph i l ipp ine work, three other contractors some other work, and 

three other contractors some other work. That i s the way 

the Pac i f i c work was handled. 

I made inqu i r y as to the basis of t h i s work and I was 

advised tha t the fee upon t h i s work was less than two per 

cent , tha t they were t o be paid on the work. 

Q, That i s a cost plus f i x e d fee con t rac t , i s i t ? 

A The s ize of the contract was somewhat i n d e f i n i t e 

and I t h ink the fee was f i x e d . 

Q, And i t was a negotiated contract ra ther than one 

l e t by b idd ing, i s tha t correct? 

ph4 
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Q You say t h a t you had t o wake I n q u i r y o f Mr* Corey 

t o l e a r n the f a c t s about t h a t s i t u a t i o n ? 

A I d i d . 

Q When d i d you make t h a t I nqu i r y? 

A R igh t a f t e r Mr. Gould3s f i r s t a r t i c l e on t h i s sub-

j e c t , oh, I t h i n k i t was e i t h e r the f i r s t p a r t o f l a s t year 

or the l a s t p a r t o f 19^7; some tine over a year and a! h a l f 

ago. 

The company i s operated by a management committee 

composed o f the engineers and the t e c h n i c a l eng ineer ing people 

My connect ion i s p u r e l y nominal and has been l i k e t h a t o f 

o ther d i r e c t o r s o f the company who determine the genera l 

p o l i c y w i t h re fe rence t o the company's f i n a n c i n g and as t o 

the work t o be done. The management committee I have r e f e r r e d 

t o lias complete d i s c r e t i o n t o handle any and a l l work. 

Q I f you got t h i s i n f o r m a t i o n a t the t ime t h a t you 

Just s a i d , you d i d n ' t know any th ing about i t a t a l l i n October 

1946, d i d you? 

A I d o n ' t t h i n k so® 

Q I have Just been handed, Mr. Ecc les , a copy of an 

a r t i c l e by Mr. Gould, whom you brought I n t o the mat ter a w h i l e 

ago, dated October 9 , 19^6, which conta ins the f o l l o w i n g 

paragraphs n I n response t o an i n q u i r y t o Mr. Eccles d i r e c t l y 

as t o Utah, h i s a s s i s t a n t a t the Federa l Reserve, Elliot 

757 
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Thurston, has w r i t t e n t h i s department, ' he , Ecc les , has 

devoted h i s t ime and energy dur ing h i s years as a pub l i c 

o f f i c i a l and not t o matters such as the con t rac ts o f the 

Utah Const ruct ion Company about which you i n q u i r e , ' but a 

w i re t o L . C. Corey, p res iden t^o f Utah Const ruct ion Company, 

ment ioning Eccles and asking in fo rmat ion about some o f the 

b i g Jobs on t h e i r d o l l a r value by Utah f o r the Government, 

has brought t h i s r e p l y : 'Corey out o f c i t y and unable t o 

reacho Suggest you contact Eccles d i r e c t . Signed, Utah 

Const ruct ion Company' 

A That would be a very n a t u r a l w i r e , s ince he r e f e r r e d 

t o me. 

Q I see. How much s tock i n the F i r s t Secur i t y Cor-

po ra t i on i s owned by the J . H. and M. S. Browning Company? 

A I cou ldn ' t t e l l you. I f you are t a l k i n g about 

v o t i n g s tock or t o t a l s tock— 

Q We l l , i f you know, g ive i t t o me i n the separate 

ca tegor ies• 

A I t would be my rough est imate t h a t the Browning 

Committee—let me put i t t h i s way: Browning Company and 

Ecoles Investment Company, as brought out be fo re , not on ly 

yesterday but before the Tobey Committee, when the bank ho ld ing 

company b i l l was under cons ide ra t ion , owned each 44, approx i -

mately 44 per cent o f the v o t i n g s tock . Nei ther company 

owned very muoh, i f any— I th ink Eccles Investment Company 
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owns a l i t t l e of the vo t ing s tock. The non-vot ing stock has 

been paid out or I t h i nk dispersed t o the fami les of the 

companies, the fami l i es that owned the companies. 

I would make a rough estimate that the Eccles 

fami ly owns poss ib ly 15 per cent of the t o t a l stock of the 

company, t o t a l outstanding "Att and nB" stock. 

Q That i s d iv ided, as I be l ieve you t o l d us before, 

per cent of the vo t ing and h a l f of one per cent of the 

non-vot ing, approximately. 

A That happens to be held by the Eccles Investment, 

but the ind iv idua ls own a l o t of the non-vot ing s tock. 

Q That i s the i nd i v i dua l members of the Eccles family? 

A That i s co r rec t . 

Q Do they own any of the vo t ing stock? 

A No. 

Q And the Browning Company—I d i d n ' t get your answer 

to t h a t . 

A The Browning Company own, I t h i n k , about the same 

amount of the vo t ing stock and I t h i n k , although I am not 

sure, tha t the ind iv idua ls—there are two Browning f a m i l i e s ; 

J . M. Browning fami ly and the M. S. Browning f a m i l y — I would 

say that they owned 12 per cent—Just a rough estimate—of 

the t o t a l "A" and nB" stock. 

Q And how much i s that of the vo t ing and how much 

non-voting? 

W 
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A Let me see— 

MR. TOWHSEND: Mr. Ecc les , i f you need t o r e f r e s h 

your r e c o l l e c t i o n , I have the let ter here t h a t you sent t o 

Mr. Tobey under date o f June 13* 1947* which might have 

those f i g u r e s i n i t . 

THE WITNESSt I don ' t r e c a l l . This poss ib l y would 

g i ve you the i n fo rma t i on . Here i s the l e t t e r t h a t went t o 

the Senate Committee i n response t o Mr. Mario Glananni 's w i re 

o f June the 11th . 

BY MR. STEWART: 

Q This i s your l e t t e r o f June 13, 19^7 t o Senator 

Tobey? 

A That i s c o r r e c t . 

Q I have a copy o f t ha t i n the record , s i r , and I 

d i d n ' t f i n d i n i t the answer t o the quest ion I Just asked 

you. I f the answer i s i n t he re , you may use the l e t t e r t o 

r e f r e s h your r e c o l l e c t i o n i n g i v i n g the answer. 

A I t g ives the percentages. I t does not g ive the 

shares and I don ' t remember the numberof shares. 

Q I see. We l l , what i s the percentage? I d i d n ' t 

f i n d t h a t i n there e i t h e r . 

A " Uhder c a p i t a l s t r u c t u r e , the F i r s t Secu r i t y Corpor-

a t i o n o f Ogden, a bank ho ld ing company, o f which members o f 

my f a m i l y own i n the aggregate between 15 and 20 per cen t , 

the v o t i n g r i g h t s are l i m i t e d t o less than one-eleventh o f the 
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t o t a l outstanding shares"—does tha t answer your question?— 

"whi le a t the same time the vo t ing shares reeelve over e ight 

per oent of a l l the dividends pa id . The Olanlnni telegram 

states tha t perhaps I can explain11—no that i s n ' t i t — 

Q I don ' t t h i nk tha t answers the quest ion, s i r . 

A W i l l you read the question again? 

Q I can ' t read i t , but I t h i nk I remember i t . 

The question was, you having t e s t i f i e d tha t the 

Eccles Company owns per cent of the vo t ing stock and the 

Browning Company owns 44 per cent of the vo t ing stock, what 

par t o f the vo t ing stock i s owned by members of the Browning 

f am i l y , you having t o l d us tha t the Eccles fami ly owns none 

of the vo t ing stock? 

A I don ' t bel ieve that the members of the Browning 

fami l y owned any— 

Q Of the vo t ing stock? 

A I don ' t bel ieve so. 

Q There i s also non-vot ing. 

A The members of the f a m i l i e s , both are non-vot ing, 

the i nd i v i dua l members. Does tha t answer the question? 

Q, Yes s i r , t ha t answers the quest ion. I d i d n ' t f i n d 

tha t i n the l e t t e r or X wouldn' t have taken t h i s time on i t . 

A The ownership of the s tock, the Eccles Investment 

Company has, t o t a l f o r secu r i t y , approximately four per cent , 

so tha t the members of the fam i l y would own over ten per cent 

ph8a 
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At t h i s po in t I would l i k e t o po in t out t ha t 

my i n t e res t i n the Eccles Investment Company ie one-ninth 

and, there fo re , my i nd i r ec t in te res t , th rough Secur i ty , o£n 

Eccles Investment Company would be about four - ten ths 

one per cent* 

Q, But tha t i s a subs tan t i a l l y l a rger percentage of 

the vo t ing power o f the corporat ion, i s n ' t i t ? 

A Wel l , the vo t ing power of the corporat ion i s a l l 

i n t i ie vo t i ng s tock. 

Q And there are about 227,000 shares of non-voting 

stock as against 20,000 shares of vo t i ng stock? 

A I t h i nk tha t tha t i s approximately co r rec t . 

Q And the non-vot ing s tock, I be l ieve , i n e n t i t l e d 

i n l i q u i d a t i o n t o 35 do l l a rs per share before the vo t ing stock 

i s e n t i t l e d t o anything^ or i s i t the other way? 

A The non-vot ing sfccck i s senior in— 

Q I n l i qu ida t i on? 

A I n l i q u i d a t i o n . The 35 do l l a r s a share i s the p r ice 

of the stock a t the t i n e the company was organised and the 

o r i g i n a l group that s ta r ted the organizat ion a l l got a l i k e 

amount o f vo t ing s tock. They, however, ©11 got a very Much 

less., i nc lud ing the Socles Investment Company, amount o f non-

vo t ing s tock. The non-vot ing stock was increased by some 

publ ic o f f e r i ngs as one time i n ovder t o ra i se som c a p i t a l 

r-t-o 
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and a t d i f f e r e n t t i n e s as a bank was taken I n , the owners o f 

those banks were w i l l i n g t o accept the non -vo t i ng s tock and 

t hey d i d so , bu t a l l o f the o r i g i n a l group got the same 

p ropo r t i ona te number o f v o t i n g and non-vo t i ng shares. 

I might g i ve you some reasons why—I was probab ly 

respons ib le f o r hav ing the non -vo t i ng or v o t i n g s t o c k . 

Q Before you do t h a t , i s i t a f a c t t h a t the Eccles 

and Browning f a m i l i e s and Eccles and Browning Companies have 

Just about the same percentage o f the v o t i n g s tock o f F i r s t 

S e c u r i t y Corpora t ion today? 

A Yes. 

Q As they owned when the co rpo ra t i on was f i r s t organized 

i n 1922? 

A I t h i n k t h a t i s no t on ly t r u e o f them, bu t I t h i n k 

i t i s t r u e o f the Snocro f ts and o ther people who have h o l d i n g s . 

Q And t h a t c o n d i t i o n has been main ta ined, has i t 

n o t , by i s s u i n g non-vo t i ng s tock i n exchange f o r the stocks 

o f banks which have been absorbed or conso l ida ted i n one way 

or another? 

A Some o f i t t h a t way and i n o ther cases, s tock was 

o f f e r e d f o r cash, a s t o c k was o f f e r e d f o r cash. 

0 So t h a t the e f f e c t o f t h a t was t o keep the c o n t r o l 

o f the banks purchased e x c l u s i v e l y i n the F i r s t S e c u r i t y 

Corpo ra t i on , wasn ' t i t ? 

A Yes, t h a t i s r i g h t . 
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Q Now, g e t t i n g back t o the Browning Company; M. S. 

Browning i s one o f the p r i n c i p a l s o f t h a t company, i s n ' t he? 

A M. S. Browning has been dead since 1922 or 1923* 

He d ied before the o rgan iza t ion o f the company. 

Q What d i d the nM. S . " stand f o r i n h i s name? 

A Matthew. I don ' t know what the middle name was. 

Matthew Browning. " J . M." was John M. Browning, the great 

gun i n v e n t o r . 

0, You mentioned the o ther day on your d i r e c t t ha t 

one o f the Brownings had the same name t h a t you had. 

A Marr lner Browning i s the on ly son o f H. S. Browning. 

Q What i s h i s middle i n i t i a l ? 

A I don ' t know. I t i s "A" and I d o n ' t know what i t 

stands f o r . 

Q I have seen i t bo th "M* A . " and*fa. S . " and I don ' t 

know which i t i s . 

A His name I s M. A. Browning. He i s the son o f 

M. S. Browning, and the only son. 

Q He i s an o f f i c e r and d i r e c t o r o f F i r s t Secu r i t y 

Corporat ion, i s he? 

A He I s the d i r e c t o r and v i ce p res iden t . 

Q I s he r e l a t e d t o you? 

A No r e l a t i o n whatever. 

Q You have been associated i n var ious business ventures 

w i t h the members o f the Browning f a m i l y f o r many years, 
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haven ' t you? 

A Yes, i n some ven tu res , a l though they have a g rea t 

many ventures t h a t we have no i n t e r e s t i n , and v i c e ve rsa . 

Q And M. A. Browning i s a member o f the Board o f 

D i r e c t o r s o f the Utah Cons t ruc t ion Company? 

A Yes, t h a t i s r i g h t . 

Q And has been f o r a l ong t ime? 

A Ho, no t ve ry l o n g . 

Q How long? 

A I would say f o u r o r f i v e yea rs . 

Q I see. And he i s a l so a member o f the Board o f 

D i r e c t o r s o f the Amalgamated Sugar Company, o f which you 

are chairman? 

A That i s r i g h t . 

Q And a member o f the board o f some o f the banks 

owned by F i r s t Secu r i t y Corporat ion? 

A He has on ly been a member o f the board o f the 

Sugar Company f o r compara t ive ly few yea rs . 

Q How, would you answer the o the r quest ion? 

A He i s a d i r e c t o r o f the F i r s t S e c u r i t y Bank o f 

Utah and the F i r s t S e c u r i t y Bank o f — n o , I do no t t h i n k o f 

Idaho. And he i s a v i c e p res iden t and d i r e c t o r o f the 

F i r s t S e c u r i t y Corpora t ion . 

Q I gather f rom the tes t imony you have g i ven i n 

answer t o the prev ious quest ions t h a t the Eccles Investment 
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Company and the members o f the Eccles f a m i l y , toge ther , 

own an aggregate of 44 per cent o f the vo t i ng shares of 

F i r s t Secur i t y Corporat ion. 

A We l l , the Eccles Investment Company alone does. 

The members of the fam i l y own none of the vo t i ng shares. 

Q So tha t i n the aggregate, they own 44 per cent? 

A That i s r i g h t . 

Q And the Browning Company, together w i t h the members 

of the Browning f a m i l y , own another 44 per cent of the 

;o :! vo t i ng shares? 

i; ji A That i s c o r r e c t . 
Si is 

12 ; Q So tha t so long as the Eccles f am i l y and the Browning 
i! 
| f am i l y continue t o work toge ther , i t i s not necessary f o r 

\4 them t o s o l i c i t proxies i n order t o con t ro l a stockholders 
Si 

is meeting of F i r s t Secur i ty Corporat ion, i s i t ? 
: i 

?6 A I would say tha t tha t i s c o r r e c t . 

17 j Q VJho are the other stockholders of F irst Secur i ty 
1 

is Corporat ion owning a la rge amount, i f there are any, of th© 

?9 v o t i n g stock o f tha t company? 
20; A I don ' t know. I Just don ' t r e c a l l . Some of the 

21 Snccrof t people* Take Senator Thomas' es ta te , 

22 h i s three banks came I n t o the company and i n the beginning 
i 

23 of the f i r s t o rgan iza t ion , he got some. I don ' t know what 

24 has happened t o t ha t s ince, h i s es ta te , but I Just don ' t 

r e c a l l o 

6 

7 
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Q Do any o f those people own any s i g n i f i c a n t amount? 

A We l l , i t c o u l d n ' t be any great amount because there 

i s on ly 12 per cent outs ide o f what the Eccles Investment 

and Browning Company have. 

Q What would you say are the l a rges t pa r t s o f t h a t 

t h a t i s owned by any other one stockholder or group? 

A I wou ldn ' t know; two per cen t , maybe three percen t , 

something o f t h a t s o r t . 

Q I s some of t h a t v o t i n g s tock i n a v o t i n g t r u s t ? 

A No, there i s no v o t i n g t r u s t . There i s a — I t h i n k 

there i s an agreement which was entered i n t o . I t h i n k t h a t 

i s covered i n t h i s — 

o There i s some reference t o i t i n the l e t t e r t o 

Senator Tobey you r e f e r r e d t o a moment ago. 

A Yes. That s ta tes the s l t u & i o n . Whether t h a t agree-

ment exp i red , I don ' t know. I t i s an agreement t ha t has been 

made by my bro thers since I came over here. 

Q Can the v o t i n g t r u s t be revoked, do you r e c a l l ? 

A I do n o t . I haven ' t seen i t . I don ' t r e c a l l . 

Q Then I take I t you don ' t know whether the Eccles 

Investment Company has reserved the power t o d i r e c t the 

t rus tees as t o how they s h a l l vote the stock? 

A I don ' t r e c a l l t ha t they have. I don ' t t h i n k t ha t 

they have. I t h i n k t ha t the agreement provides t ha t c e r t a i n , 

names of c e r t a i n people, the v o t i n g trustees—my bro thers 
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were v o t i n g t r u s t e e s , and I don ' t r e c a l l t ha t there i s any 

d i r e c t i o n given* I t h i n k t h a t t h i s repo r t t o the Senate 

Committee covers t ha t matter qu i t e f u l l y * 

Q I see* How, can you, Mr* Ecc les , g ive me a l i s t o f 

the banking serv ices rendered by the F i r s t Secu r i t y Banks o f 

Utah and Idaho? 

THE HEARING OFFICERS Mr. Stewar t , would you l i k e 

t o take the usual Recess? 

THE WITNESS: I w i l l answer t ha t ques t ion , i f I 

may* 

MR* STEWART: A l l r i g h t . 

THE WITNESS: We l l , I c o u l d n f t g ive t ha t t o you 

s p e c i f i c a l l y , except t o say t h a t wh i le I was connected w i t h 

the o rgan isa t ion we used t o undertake through the banks t o 

g ive complete banking serv ice as was poss ib le w i t h r e f e r -

ence t o commercial loans and t r u s t business and r e a l es ta te 

loans and assuming c r e d i t loans , so I would say tha t l i k e 

any progressive banking organ iza t ion 9 they are con t inu ing 

t o g ive the usual complete banking se rv i ce . 

MR* STEWART: I may, a f t e r the recess, want t o 

ask you some more quest ions about t h a t , but j u s t one more 

quest ion a t t h i s t ime* 

BY MR* STEWART: 

Q Would sou be w i l l i n g t o have any o f f i c e r who has been 
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assoc ia ted w i t h any o f the F i r s t S e c u r i t y Banks, o r w i t h the 

F i r s t S e c u r i t y Corpora t ion , t e s t i f y i n t h i s proceeding, i f 

requested toy us t o do so? 

A I wou ldn ' t want t o ask them t o do i t . I am sure 

t h a t none o f them would want t o get i n t o t h i s mat te r * I f e e l 

a good dea l o f embarrassment even b r i n g i n g i n the personal 

a f f a i r s or names o f my f a m i l y and ray assoc ia tes , and I am 

sure t h a t they d o n ' t r e l i s h the Idea and t h a t the l a s t t h i n g 

they would want t o do would be t o get on the stand i n a case 

o f t h i s s o r t . 

Q My ques t i on , s i r , was not q u i t e whether you would 

ask them t o do i t . My ques t ion was whether you would be 

w i l l i n g t o have them do i t i f we asked them t o do i t ? 

A I would have no o b j e c t i o n t o them doing i t , i f 

i t i s t h e i r des i re t o do l t o 

Q Raving i n mind, o f course, t h a t we have no subpoena 

power i n the case and t h a t the on l y way we can get wi tnesses 

i s by request* 

A I am sure t h a t none o f them would want t o have any 

p a r t t o p l ay i n a ma t te r o f t h i s s o r t . 

Q But you would have no o b j e c t i o n i f they were w i l l i n g ? 

A I would have no o b j e c t i o n . 

THE HEARING OFFICER: The hear ing w i l l recess f o r 

t e n minu tes . 

(Recess t a k e n . ) 
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) THE HEARING OFFICER: W i l l the hear ing come t o 

2 order , p lease. 

3 BY MR. STEWART: 

4 c Mr. Eccles, you t e s t i f i e d on your d i r e c t examin-

s a t i o n t ha t over your ob jec t i on , Senator Glass int roduced 

i a ho ld ing company "death sentence" b i l l i n 1933* t ha t 

7 cor rect? 

a A I made no ob jec t ion to Senator Glass. 

9 Q No, but you objected t o t ha t k ind of b i l l being 

10 Int roduced. 

11 A I would l i k e to put i t t h i s way: That I had ex-

12 pressed myself as f e e l i n g t ha t the b i l l was undesi rab le, 

13 tha t a f reeze b i l l or a regu la to ry b i l l would seem t o me 

>4 more des i rab le . 

is Q I s n ' t i t a f a c t tha t when Senator Glass Introduced 

16 the b i l l , he ind ica ted t ha t i t was introduced by request 

n and t ha t he had no personal enthusiasm f o r i t ? 

is A He sa id tha t w i t h reference to one b i l l , but I am 

19 not sure i t was the f i r s t b i l l he in t roduced. He introduced 

20 two b i l l s . 

21 Q Yes, I am coming t o the next one i n a moment, but 

22 before we get t o t ha t one— 

23 A I don ' t know what he sa id when he introduced the 

24 f i r s t b i l l . 

25 Q I t i s a f a c t , you r e c a l l , i s n ' t i t , tha t tha t f i r s t 
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b i l l d i d not even reach the stage o f committee hear ings i n 

the Caucus? 

A I t h i n k t h a t i s c o r r e c t . 

Q And now w i t h respect t o t h i s second b i l l t h a t 

Senator Glass i n t roduced , wh ich , accord ing t o my no tes , was 

on January 14, 1941, and the b i l l was c a l l e d "S310" and was 

e n t i t l e d "To r egu la te the c o n t r o l o f Insured banks by 

h o l d i n g companies and f o r o ther purposes," t h a t b i l l i s the 

one you mentioned i n which you r e c a l l t h a t Senator Glass 

s t a t e d , when i n t r o d u c i n g i t , t h a t he was doing so by reques t , 

and i f I might quote , "The b i l l I am now p resen t i ng i s i n t r o -

duced by request and w i t h r e s e r v a t i o n s . " 

Do you r e c a l l t ha t? 

A Yes. I r e c a l l Senator Glass saying something o f 

t h a t s o r t , bu t I was not sure i n which b i l l — I wasn ' t sure i n 

connect ion w i t h which b i l l he made t h a t s ta tement . 

Q And t h a t b i l l i n 1941, you r e c a l l , was a b i l l which 

oonta lned a p r o h i b i t i o n upon ho ld i ng companies owning or 

c o n t r o l l i n g a f t e r June 30, 1944 more than ten per cent o f the 

v o t i n g s tock o f an insured bank, and g i v i n g the Comptro l le r 

o f the Currency absolute ve to over the payment o f d iv idends 

by the Na t i ona l Bank. 

A I d o n ' t r e c a l l what the contents o f the b i l l were. 

There have been too many h o l d i n g company b i l l s d iscussed and 

i n t r o d u c e d f o r me t o r e c a l l what was the con ten ts o f any 
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p a r t i c u l a r b i l l . 

Q I would agree w i t h a t l e a s t the f i r s t h a l f o f your 

sentence, t h a t t he re had been too many o f them in t roduced . 

You r e c a l l , a l s o , i n connect ion w i t h t h a t 19*H b i l l , t h a t Senator 

g lass s t a t e d , i n substance, t h a t the b i l l was prepared and 

in t roduced a t the request o f the Treasury and t h a t the Comp-

t r o l l e r o f ' t h e Currency and the Treasury had pe rm i t t ed A . P. 

G iann in l o f the Bank o f America t o expand, and t h a t now they 

want t o cu t o f f h i s neck. 

Do you r e c a l l t h a t statement be ing made? 

A No, I do n o t . 

Q Do you r e c a l l t h a t a t about the t ime t h a t b i l l was 

In t roduced , Secre tary Morgenthau made a p u b l i c statement 

t h a t no tw i ths tand ing h i s d i s s a t i s f a c t i o n w i t h the manner i n 

which Senator Glass in t roduced the b i l l , he was s t i l l i n 

f a v o r o f i t and tha t i t represented one hundred per cent 

Treasury op in ion? 

A I d o n ' t r e c a l l t h a t statement hav ing been made. 

Q D id you d isagree w i t h Secre tary Morgenthau about 

t h a t b i l l , as you d i d the e a r l i e r ones, as you t e s t i f i e d ? 

A I d i d no t know any th ing about the b i l l u n t i l a f t e r 

i t was In t roduced . That b i l l was drawn—that b i l l was 

prepared by the Treasury and I understood t h a t Mr. Crowley 

o f the P . D . I . C . a l so was i n on the d r a f t i n g o f t h a t b i l l , 

bu t the Board was h o t , and the b i l l was In t roduced w i thou t 
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our knowledge and our advice and without our consent. 

Q That b i l l was s i m i l a r , was i t no t , to the e a r l i e r 

b i l l to which you had made object ions to Secretary Morgenthau? 

A I th ink the purposes of i t — I don' t know that the 

d ra f t i ng of the b i l l s are about the same, but I th ink the 

object ives are about the same* 
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Q Prom your knowledge of events from 1938 t o 19*H* or 

19^0, anyway, would you say i t was f a i r t o say tha t Secretary 

Morgenthau was engaged i n a continuous campaign of persecution 

against Transamerica Corporation, the Bank of America, and 

A. P. Qiannini? 

A I don ' t t h i nk tha t he was engaged i n a campaign of 

persecution* 

Q What would ymi c a l l i t , s i r ? 

A I t h i nk tha t the Federal Deposit Insurance Corpora-

t i o n and the Treasury and the Compt ro l l e r ^ o f f i c e were very 

much concerned about the expansion of Transamerica and 

p r i o r t o the ge t t i ng of the new c a p i t a l i n the bank, I t h i nk 

they were very much concerned about the condi t ion of the bank. 

I would say tha t the Board was desirous of ge t t i ng a hold ing 

company b i l l t o curb or t o regulate and con t ro l expansion of 

bank hold ing companies and tha t the Board was desirous of 

t r y i n g t o work out w i t h the other supervisory agencies a 

sa t i s fac to ry agreement or arrangement w i th reference t o Trans-

america and p a r t i c u l a r l y the Bank of America, and, as was 

brought out yesterday, we put f o r t h a great e f f o r t a t the 

i n s t i g a t i o n or request of the Olannlnls t o intervene and see 

i f a sa t i s fac to ry arrangement cou ldn f t be worked out . 

Q Now, i n connection w i th those e f f o r t s of yours, 

which you have already described f o r us, d i d n f t you learn 

tha t Secretary Morgenthau was using every agency of the 

take 4 
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Government which he found a v a i l a b l e f o r the purpose o f f u r t h e r -

i n g h i s e f f o r t s t o b r i n g about some s o r t o f adverse a c t i o n 

aga ins t Mra O lann ln l or Transamerica or the Bank o f America? 

MRo TOWNSEND: W i l l you read t h a t ques t ion , please? 

(Quest ion read by the r e p o r t e r * ) 

THE WITNESS: I h e s i t a t e t o express an op in i on 

as t o what Secretary Morgenthau fs i n t e n t i o n s were. 

I t seems t o me t h a t the record stands f o r I t s e l f . 

W MR. STEWART: 

Q Just t o r e f r e s h your r e c o l l e c t i o n — 

MR. TOWNSEND: Have you f i n i s h e d your answer, Mr. 

Eccles? 

THE WITNESS: I f i n i s h e d i t , yes . 

BYffto STEWARD: 

Q To r e f r e s h your r e c o l l e c t i o n about some o f those 

i tems t h a t the record does show, o f course, you a l ready t o l d 

us about h i s e f f o r t s i n 1938 and 19^1 t o put through 

death sentence l e g i s l a t i o n as t o bank h o l d i n g companies I n the 

Congress. I s n ' t i t a f a c t t h a t a t about t h a t same t ime , and 

a f a c t t o your knowledge, t h a t a t about t h a t same t ime he 

handed over t o the S e c u r i t i e s and Exchange Commission con-

f i d e n t i a l bank examinat ion r e p o r t s which were the sub jec t 

mat ter o f a wel l -known l awsu i t ? 

MR. TOWNSEND: I f you know, Mr . Ecc les , o f your 

own knowledge. 
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MR. STEWART: I t I s a m a t t e r o f p u b l i c knowledge. 

You know t h a t . 

MR. TOWNSEND: I t I s n ' t a m a t t e r o f whether M r . 

Morgenthau t u r n e d them o v e r , Mr . S t e w a r t , and I suggest t h e 

f o r m o f t h e q u e s t i o n i s c e r t a i n l y t r i c k y and designed t o ob-

t a i n a f o r m o f exp ress i on o f t h i s w i t n e s s t h a t would be usab le 

f a r beyond t h e c o n f i n e s o f t h i s case and so i n t h e l i g h t o f w 

o b s e r v a t i o n , may i t p lease t h e Hear ing O f f i c e r , I o b j e c t t o 

t h e f o r m o f t h e q u e s t i o n . We a re no t here t r y i n g M r . Morgen-

t h a u o r any o f h i s i n t e n t i o n s i n t h i s case . I have been ie ry 

p a t i e n t t h i s morn ing and h a v e n ' t o b j e c t e d one t i m e up t o t h e 

p resen t t i r o , b u t I t h i n k I n v iew o f what I have Jus t s a i d 

t h a t I ought t o expand i t a l i t t l e b i t f u r t h e r t o say t h i s : 

t h a t c e r t a i n l y i f t h i s l i n e o f q u e s t i o n i n g I s t o be p e r m i t t e d 

t o go on a t much g r e a t e r l e n g t h , I s h a l l have t o f i n d myse l f 

o b j e c t i n g t o each q u e s t i o n . We have pursued t h i s morn ing 

s u b j e c t m a t t e r s t h a t a re so co i q l e t e l y u n r e l a t e d t o t he Issues 

o f t h i s case as t o be q u i t e obv ious t o a l l . Whatever o t h e r 

i n t e n t t h e r e may be may perhaps be l e s s obv ious t o some o f 

us t h a n o t h e r s , b u t c e r t a i n l y we have reached a p o i n t now where 

i t seems t o me t h a t counse l f o r Transamer ica m igh t w e l l be 

h e l d w i t h i n t h e p e r m i s s i b l e range o f c ross examina t i on and 

n o t a l l o w e d l a t i t u d e t o t he e x t e n t a l r e a d y accorded h im f o r 

d e v e l o p i n g Issues t h a t a re o b v i o u s l y no t r e l a t e d t o t h i s case . 

m. STEWART: I f t he Hear ing O f f i c e r p l ease , I , 

asc3 
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of course, s t a r t ed t h i s present l i n e o f quest ion ing only 

since the recess a few moments ago, and I r e s p e c t f u l l y submit 

t ha t the quest ion i s e n t i r e l y proper f o r developing the h i s -

t o r i c a l background, motives and purposes i n t h i s s i t u a t i o n 

which have c e r t a i n l y been put i n issue by t h i s p a r t i c u l a r 

w i tness . 

MR, TOWNSEND% And i f t h a t be so, i t i s an easy 

matter t o frame a quest ion which w i l l c a l l f o r the development 

o f a background and not f o r a conc lus ion of a w i tness, 

espec ia l l y when i t i s aimed i n the fash ion i n which these 

quest ions appear t o be aimed, and I r e s p e c t f u l l y submit , Mr. 

Hearing O f f i c e r , t h a t you could i n s i s t upon t h a t , a t l e a s t 

as a f a i r requirement o f the t r i a l . 

MR. STEWART: I have heard no ob jec t i on from the 

witness t ha t he doesn*t understand the ques t ion . 

MR. TOWNSEND: Whether he does or whether he doesn^t, 

Mr. Stewar t , I have objected and I t h i n k I have an ob jec t i on 

on an appropr ia te ground. 

THE HEARING OFFICER: The Hearing O f f i c e r w i l l 

over ru le the ob jec t i on and the wi tness may answer i f he knows. 

MR. TOWNSEND: W i l l you repeat the quest ion, please? 

(Question read by the r e p o r t e r . ) 

THE WITNESS: I have no knowledge whatsoever o f 

the r e l a t i o n s h i p o f the Treasury w i t h the Secur i t i es and 

Exchange Commission case which you r e f e r t o . The f i r s t 
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knowledge t h a t I had t ha t such a case was t o be f i l e d was 

the day before i t was f i l e d . 

BY MR. STEWART: 

Q Which was i n 1933, wasn't i t , Mr. Eccles? 

A I t h i n k so. I t h i n k i t was i n the f a l l o f 1938. 

Q And, of course, my quest ion re la ted t o the knowledge 

which you acquired i n the negot ia t ions i n which you t o l d us 

you p a r t i c i p a t e d respect ing the a c t i v i t i e s , the antagonis t ic 

a c t i v i t i e s , i f you >please, of the Secretary o f the Treasury, 

a t t ha t t ime . Now, I s i t your test imony t ha t you d id no t , 

I n the course o f those nego t ia t ions , acquire any knowledge of 

what he had doae w i t h respect t o the Secur i t i es and Exchange 

Commission? 

A That i s co r rec t , 

Q A l l r i g h t , s i r . Did you, i n the course of those 

nego t ia t i ons , acquire a knowledge o f the a c t i v i t i e s o f the 

Bureau o f I n t e r n a l Revenue dur ing t h a t same per iod i n t r y i n g 

t o substant ia te a tax c la im against Mr. A. P. Giann in i and 

against Transamerica Corporat ion i n connection w i t h Banc I ta l y f s 

g i f t t o the Un ive rs i t y o f Ca l i f o rn i a? 

MR. TOWNSEND: Did you f i n i s h the question? 

MR. STEWART: Yes. Did he acquire a knowledge, 

i s the quest ion. 

MR. TOWNSEND: I am going, from here on, t o attempt 

t o pro tec t t h i s record against the excursions which Mr. 
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Stewart I s at tempt ing t o take us through I n t o matters t ha t 

are 'whol ly and abso lu te ly beyond the scope o f the proper 

cross examination of t h i s w i tness. The subject matter which 

he has now al luded t o br ings i n another ac t i on , concerning 

which we are not one whi t concerned, and which can supply 

not one wh i t o f i n t e l l i g e n t a id i n the determinat ion of the 

matters here before you and unless, sooner or l a t e r , counsel 

i s requ i red t o hew t o the l i n e of reasonable re levancy, i t 

seems t o me tha t we are i n v i t i n g , f o r what purpose I know 

n o t , a pub l i c statement by Mr. Stewart on any subject tha t 

may appear t o him t o be des i rab le , incorporated i n t o t h i s 

record f o r what purpose, I repeat , we can only conjecture, 

but which c e r t a i n l y can have not the remotest relevancy t o 

what we are here at tempt ing t o determine. I most respect -

f u l l y renew my ob jec t ion t o the i r re levancy of the quest ion. 

MR. STEWART: I f the Hearing O f f i c e r please, I 

have s ta ted my purpose i n connection w i t h the l a s t ob jec t ion , 

which, i f I may say so, i s a good deal more than my f r i e n d 

has on a number of the exh ib i t s which he has introduced here 

which have no apparent relevance t o the case. I submit i t 

i s o f the same character as the l a s t one. 

THE HEARING OFFICER; Mr. Stewart , the Hearing 

O f f i c e r f « i s tha t he has permi t ted you wide l a t i t u d e t h i s 

morning. I n some cases the relevancy was not qu i t e c l e a r , 

but t h i s quest ion does seem t o be outside t h a t l a t i t u d e , and, 

asc6 m 
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t h e r e f o r e , the Hearing O f f i c e r w i l l sus ta in the ob jec t i on . 

MR. STEWART: Having i n mind, s i r , t h a t the ques-

t i o n r e l a t e s t o knowledge acquired by t h i s witness i n the 

negot ia t ions i n which he p a r t i c i p a t e d i n 1940 and about which 

he has t e s t i f i e d on d i r e c t examinat ion. That i s the l i m i t 

o f ay quest ion . 

THE HEARING OFFICER: Mr. Stewart , I don«t r e c a l l 

t h a t the witness sa id anyth ing about t h i s p a r t i c u l a r i n -

q u i r y . I wonder i f you would read the quest ion again? 

(Question read by the r e p o r t e r . ) 

THE HEARING OFFICER: I sus ta in the ob jec t i on . 

BY MR. STEWART: 

Q Did you, i n connection w i t h those nego t ia t ions , ac-

qu i re knowledge as t o the a c t i v i t i e s of the Bureau o f I n t e r n a l 

Revenue against Bank o f America, upon i t s tax re tu rns f o r many 

years? 

MR. TOWNSEND: Same o b j e c t i o n . 

MR. STEWART: I am t r y i n g t o f i n d out about what 

knowledge the witness acquired i n the negot ia t ions concerning 

which he has t e s t i f i e d on d i r e c t , s i r . 

THE HEARING OFFICER: I sus ta in the ob jec t i on . 

BY MR. STEWART: 

Q You c e r t a i n l y acquired knowledge, d id you n o t , Mr. 

Eccles, i n those negot ia t ions about the controversy w i t h the 

Compt ro l le r ' s o f f i c e , as t ha t was the d i r e c t subject o f those 
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n e g o t i a t i o n s , wasn' t i t ? 

A Yes, i n those conferences I got some knowledge of 

the cont roversy . 

Q And t h a t was a controversy which was being — 

MR. STEWART: S t r i k e t h a t , p lease. 

BY MR. STEWART: 

Q That controversy arose out o f content ions presented 

by the Compt ro l le r ' s o f f i c e which was tinder the J u r i s d i c t i o n 

o f Secretary Morgenthau, d i d n ' t i t ? 

A I don ' t r e c a l l . 

Q D i d n ' t you t e l l us the other day t h a t Secretary 

Morgenthau took a personal i n t e r e s t and p a r t i c i p a t i o n i n the 

n e g o t i a t i o n and set t lement o f t h a t c o n t r o v e r s y ? 

A He was not present pe rsona l l y . The D i v i s i o n o f 

the Treasury and the Ass is tan t Secretary of the Treasury, 

under whose d i r e c t i o n the Compt ro l le r ' s o f f i c e came, p a r t i c i -

pated i n the conference. As I understood the mat ter , the 

General Counsel was General Counsel o f not only the Treasury 

but o f a l l o f i t s bureaus and the Compt ro l le r ' s o f f i c e was 

one o f the Bureaus which came d i r e c t l y under the General 

Counsel o f the Treasury, so the ass i s tan t General Counsel, 

Mr. Ed Foley, and Mr. Dan B e l l , the ass i s tan t sec re ta ry , 

p a r t i c i p a t e d i n those conf idences. 

Q Mr. Morgenthau d id p a r t i c i p a t e pe rsona l l y , d id he 

n o t , a t one conference you attended dur ing t h a t pe r iod , i n 
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which he made the suggest ion t h a t perhaps p u b l i c funds should 

be wi thdrawn f rom the Bank o f America because o f h i s f e a r 

f o r t h e i r sa fe ty? 

A I d o n ' t r e c a l l t h a t K r . Morgenthau ever made t h a t 

sugges t ion . I do r e c a l l t h a t he sat i n one o r two c o n f e r -

ences, i n p a r t i c u l a r the f i r s t conference t h a t was he ld w i t h 

re fe rence t o the Transamerica and p a r t i c u l a r l y the Bank o f 

America, wh ich mat ter had been brought t o h i s a t t e n t i o n by 

Mr. Leo Crowley, who i s the Chairman o f the Federal Deposi t 

Insurance Corpora t ion and Mr. Crowley was a l s o present a t t h a t 

conference and Mr. Marsha l l Dlggs who was the a c t i n g Comp-

t r o l l e r , Mr. O'Connor, the Compt ro l l e r , be ing i n C a l i f o r n i a , 

i n an e f f o r t t o get the nominat ion f o r the Governorship. 
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Q And was Mr„ Jesse Jones of the R.P.C. also present 

a t that neetlng? 

A I don ' t bel ieve Mr. Jones was. 

0 D idn ' t you at tend a meeting a t which Mr. Jones 

and some or a l l of these other people were present a t about 

the time under discussion, at which the question of w i t h -

drawal of publ ic funds was brought up by Mr. Morgenthau and 

then withdrawn by him when he was reminded by Mr. Jones that 

they were f u l l y secured by Government bonds? 

A I don ' t remember ever at tending a meeting at 

which Mr. Jones was present. I t may be tha t such a meeting 

was held and Mr. Ranson may have attended f o r the Board, but 

I don ' t r e c a l l the meeting tha t you seem to have i n mind. 

Q By the way, Mr. Eccles, you d i d have a good deal 

t o do w i t h Secretary Morgenthau dur ing that per iod, d i d n ' t 

you? 

A I wouldn' t say that I had a great deal to do w i t h 

him. 

Q Wel l , you disagreed w i t h him ra ther constant ly 

and openly on f i s c a l matters genera l ly from 1938 on, d i d n ' t 

you? 

A Not always. I d id have some disagreements. At 

l e a s t , I would pre fer t o put i t t h i s way* That the Open 

Market Committee, of which I was the Chairman, d id not 

agree w i t h the Treasury and, being the Chairman, I had the 

#5 
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i contacts t o make w i t h the Treasury. I t was l a r g e l y i n 

i connect ion w i t h f i s c a l p o l i c y and pub l i c debt management 

3 where the disagreements developed. 

t Q I suggest t o you, s i r , t h a t your disagreements 

s w i t h Secretary Morgenthau a t the t ime con t r i bu ted i n no 

6 smal l degree t o the g r a t i f i c a t i o n you expressed t o Mr. L . M. 

7 O iann in i i n your l e t t e r t o him o f March 22, 19^0, and your 

a c o n t r i b u t i o n toward the successfu l conclusion of the nego-

9 t l a t i o n s which r esu l t ed i n the te rm ina t ion o f the charges 

10 the re fo re presented by the Compt ro l le r ' s o f f i c e against the 

n Bank o f America. 

12 Would you agree w i t h t ha t suggestion? 

13 A I would not agree w i t h i t a t a l l . 

14 Q What was your op in ion o f Secretary Morgenthau as 

is a banker a t t ha t time? 

16 MR. TOWNSEND: Objected t o , may i t please the 

17 Hearing O f f i c e r * completely i r r e l e v a n t and immater ia l i n t h i s 

is case and beyond the scope of proper cross examinat ion. 

19 fPHE HEARING OFFICER: Object ion susta ined. 

20 BY MR. STEWART: 

21 Q Now, I should l i k e t o ask you some quest ions about 

22 the subsequent ho ld ing company b i l l s which you have sponsored 

23 before the Congress, Mr. Ecc les . I be l ieve you c la im t o be 

24 an expert on bank ho ld ing companies, don ' t you? 

25 A We l l , 1 should know something about them* However, 
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I have been away f rom the ope ra t i on o f one f o r about 14 

year8 . 

As Chairman o f the Board, i n connect ion w i t h the 

tes t imony t h a t I have had t o g i ve f rom t ime t o t ime I n con-

n e c t i o n w i t h bank h o l d i n g companies t h a t are under cons ide r -

a t i o n , I have g i ven a good dea l o f thought and s tudy t o t he 

va r i ous types o f b i l l s . 

Q I would Just l i k e t o d i r e c t your a t t e n t i o n t o one 

b r i e f excerp t f rom your tes t imony on the hear ings on Senate 

B i l l 829 be fo re the committee on Banking and Currency o f 

the Un i ted Sta tes Senate, on June 11, 19^7* as I t appears a t 

Page 170 o f t he t r a n s c r i p t o f those hea r ings , and ask you i f 

i t i s n ' t a f a c t t h a t you t e s t i f i e d a t t h a t t imet " I would 

j u s t l i k e t o say t o the Committee t h a t , o f course, t h i s b i l l 

w i l l app ly t o a l l companies e q u a l l y , Whether they happen 

t o be companies th$ I had a former connect ion w i t h , the 

F i r s t S e c u r i t y Corpora t ion , which i s a bank h o l d i n g company, 

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 organized one o f the f i r s t 

I n t h i s coun t ry and operated i t f o r q u i t e a number o f yea rs . 

There foe , I c l a i m t o be an e x p e r t , no t because o f any t h e o r y , 

bu t because o f p r a c t i c a l experfence." 

D id you g i ve t h a t t es t imony , s i r ? 

A Yes. 

Q Do you want t o change t h a t i n any way a t t h i s t ime? 
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A No, I won' t change i t . 

Q Now, i n the l i g h t o f your exper t , p r a c t i c a l ex-

per ience, you have recommended several d i f f e r e n t pieces of 

l e g i s l a t i o n dea l ing w i t h the subject o f bank ho ld ing com-

panies, haven' t you. Governor? 

A No. There was one b i l l t ha t was sent up there tha t 

d i d not go w i t h the recommendation o f the Board„ I t was what 

we termed a " c a t c h - a l l " b i l l t ha t we had l i t t l e or no hope 

or expectat ion o f g e t t i n g i t considered, but a t l eas t we f e l t 

t ha t i t would be a basis f o r a development o f bank ho ld ing 

company l e g i s l a t i o n . 

MR. STEWART: I w i l l ask the Stenographer t o mark 

t h i s paper f o r i d e n t i f i c a t i o n . I be l ieve tha t i s Respondent's 

E x h i b i t 2 f o r i d e n t i f i c a t i o n . 

(The document r e f e r r e d t o was 
marked Respondent's Exh ib i t 2 
f o r i d e n t i f i c a t i o n . ) 

BY MR. STEWARTS 

Q I show you the paper which has been marked Respond-

e n t ' s Exh ib i t 2 f o r i d e n t i f i c a t i o n , which i s H. R. 2776, i n t r c 

duced by Mr. Spence i n the House of M?.rch 

26, 19^5, and ask you i f t ha t i s n ' t the f i r s t bank ho ld ing 

company l e g i s l a t i o n which was introduced w i t h your approval? 

A I am unable t o I d e n t i f y i t w i thout the Board's 

cons iderat ion of the mat te r . I would have t o b r i n g so many 

b i l l s and I don ' t r e c a l l the dates or the substance of the 

ph24 
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va r ious b i l l s t h a t were i n t roduced . I would have t o rev iew 

the reco rd w i t h re fe rence t o the h i s t o r y o f bank ho ld i ng 

company l e g i s l a t i o n . 

Q Just so t h a t you may do t h a t , and w i thou t was t ing 

t ime a t the present t i m e , s i r , I w i l l t e l l you t h a t i t i s my 

understanding t h a t t h a t b i l l , which I have j u s t handed you, 

was in t roduced by M r . — r a t h e r , was In t roduced by Chairman 

Spence o f the House Committee on Banking and Currency a t the 

d i r e c t request o f Mr. D r e l b e l b i s , whom you have p r e v i o u s l y 

i d e n t i f i e d as counsel f o r the Board, and w i t h the approval 

o f the Board, i n c l u d i n g y o u r s e l f . 
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MR. STEWART: Passing f u r t h e r questions on tha t f o r 

the moment, I w i l l ask the repor ter t o mark as Respondent's 

Exh ib i t 3 f o r i d e n t i f i c a t i o n t h i s paper. 

(The document re fe r red t o was 
marked Respondent's Exh ib i t No. 
3 f o r i d e n t i f i c a t i o n . ) 

MR. STEWART: I t i s e n t i t l e d WH. R. 6225", i n t r o -

duced by Mr. Spence i n the House of Representatives A p r i l 30, 

1946, and I w i l l ask you i f you r e c a l l whether tha t i s the 

second of the bank holding company b i l l s which was Introduced 

w i t h your approval. 

THE WITNESS: I would have t o check i t t o ascerta in 

whether tha t i s t rue or no t . 

MR. STEWART: Granting you an opportuni ty t o do t h a t , 

s i r , I w i l l ask the stenographer t o mark as Respondent's 

Exh ib i t 4 f o r i d e n t i f i c a t i o n t h i s paper. 

(The document re fe r red t o was marked 
Respondent's Exh ib i t No. 4 f o r 
i d e n t i f i c a t i o n . ) 

BY MR. STEWART: 

Q Which i s e n t i t l e d "Committee Pr in t No. 2, June 13, 

1947, S. 829? and introduced by Mr. Tobey on March 10, 1947, 

t h i s apparently being an amended vers ion which was prepared 

by tha t date. I don' t have the e a r l i e r one, and I w i l l 

ask you i f tha t i s the t h i r d of the bank hold ing company 

b i l l s which was introduced w i th your approval. 

A I would have t o check t ha t , bu t , as I r e c a l l , H.R. 
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6225* t h e one t h a t was i n t r o d u c e d by Mr* Spence i n t h e Second 

S e s s i o n o f t h e 7 9 t h Congress , was n o t t a k e n up by t h a t 

Congress and , o f c o u r s e , a b i l l d i e s i n a Conml t toe when t h e 

Congress a d j o u r n s * I t i s ray r e c o l l e c t i o n t h a t t h i s b i l l — 

Q R e f e r r i n g now t o S* 

A Tha t i s r i g h t . I t i s v e r y s i m i l a r t o t h e o t h e r — 

t o H. R. 6225* and was a r e i n t r o d u c t i o n o f t h i s b i l l . C e r -

t a i n l y , t h e y a re v e r y l i k e l y , p r a c t i c a l l y t h e same b i l l . 

Q I wou ld l i k e t o ask y o u d u r i n g t h e recess t o 

f a m i l i a r i z e y o u r s e l f w i t h t h o s e , because t h e r e a r e some ques-

t i o n s a l o n g t h a t l i n e t h a t I want t o ask you a f t e r t h e 

l uncheon r e c e s s , b u t b e f o r e we g e t t o t h a t , i s n « t i t a f a c t 

t h a t you and M r . Townsend, as c o u n s e l f o r t h e B o ^ r d , have, 

s i n c e June, 19^7* c o l l a b o r a t e d w i t h Sena to r Tobey and o t h e r s 

i n t h e p r e p a r a t i o n o f an amended v e r s i o n o f S .829 , w h i c h was 

t h e l a s t b i l l I handed t o you? 

A There were a good number o f amendments sugges ted 

t o So829 t o t h e Committee and t h e r e were o t h e r amendments 

w h i c h had been c a l l e d t o t h e a t t e n t i o n o f t h e Committee o r 

t o t h e a t t e n t i o n o f Mr . Tobey who was Chairman o f t h e Com-

m i t t e e by Sena to r Downey whom we assumed r e p r e s e n t e d t h e 

T ransamer i ca p e o p l e , a t l e a s t he was r e p r e s e n t i n g , p u r p o r t e d 

t o r e p r e s e n t t h e i r v i e w s , and t h e amebdments proposed were 

amendments w h i c h t h e y sugges ted . One o f t hose amendments - -

MR. STEWARTs I f t h e H e a r i n g O f f i c e r p l e a s e , b e f o r e 
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the w i tness goes any f u r t h e r , he has made a suggest ion here 

t h a t a Seritor o f the Uni ted States represented a p r i v a t e 

p a r t y and I move t o s t r i k e out t h a t statement f rom the record 

as not be ing f a c t u a l , not be ing hased upon any c l a im o f f a c t 

and r a t h e r i n s u l t i n g and i r r e l e v a n t . 

MR. TOWNSEND% May i t p lease the Hearing O f f i c e r , 

I cannot he lp but chuckle as I t h i n k o f — 

MR. STEWART: You can chuckle a l l you want — 

MR. TOWNSENDs — Mr. Stewar t*s concern I n the 

l i g h t o f h i s apparen t l y cont inuous, a l though so f a r unsuccess-

f u l , e f f o r t s t o suggest t h a t the wi tness i n t h i s case, a pub l i c 

o f f i c i a l , l i k e Senator Downey^ should represent a p r i v a t e 

i n t e r e s t i n connect ion w i t h h i s p u b l i c a f f a i r s . I may say 

f u r t h e r , i n answer t o Mr. Stewar t 9s s tatement , t h a t I d o n f t 

read i n t o Mr. Eccles® remarks the apparent i n s i n u a t i o n t h a t 

Mr. Stewart seams t o f i n d t h e r e . I t h i n k i f you w i l l consu l t 

the reco rds , you w i l l ffad t h a t the w i tness sa id t h a t i t was 

f e l t t h a t Senator Downey had suggested these amendments as 

r ep resen t i ng the views o f Transamerica Corpora t ion . I would 

cons ider t h a t Senator Downey was ha rd l y a f i t person t o rep re -

sent the Sta te o f C a l i f o r n i a and i t s peoples and i n t e r e s t s 

i n the Uni ted States Senate i f Senator Downey d i d not under-

take t o represent the po in t s o f view o f those persons w i t h 

whom he i s most l i k e l y t o be acquainted and so i t seems t h a t 

on two grounds, a t l e a s t , Mr. S tewar t ' s remarks a® out o f 

BO 
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p lace . 

MR. STEWART: Of course, counsel has put an e n t i r e -

l y d i f f e r e n t I m p l i c a t i o n from t h a t obv ious ly intended by the 

wi tness and I move t o s t r i k e the remarks as unresponsive t o 

the ques t inn . 

I n c i d e n t a l l y , t h a t i s a motion t h a t could have 

been made numerous t imes i n t h i s examinat ion, but I have r e -

f r a i n e d from doing i t because I wanted t o g ive the wi tness 

f u l l l a t i t u d e . 

THE HEARING OFFICER: The Hearing O f f i c e r w i l l ask 

t h a t the reference t o Senator Downey be s t r i c k e n from the 

reco rd . 

MR. STEWART: I s t h i s an appropr ia te t ime f o r the 

luncheon recess? 

THE HEARING OFFICER: We w i l l recess u n t i l 2 

o ' c l o c k . 

(Whereupon a t 12:30 o ' c l o c k p . m., the hear ing 

was recessed, t o reconvene a t 2 o ' c l o c k p . m.) 
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AFTERNOON SESSION 

(Whereupon, a t 2 o»clock p . m., the hear ing was 

resumed pursuant t o the r ecess . ) 

THE HEARING OFFICER: W i l l the hear ing come t o 

o rde r , please? 

Mr. S tewar t , w i l l you proceed? 

MR. STEWART: Yes, s i r . 

MARRINER S* ECCLES 

the wi tness on the stand a t the t ime o f the recess, resumed 

the wi tness stand and t e s t i f i e d f u r t h e r as f o l l o w s : 

CROSS EXAMINATION (Resumed) 

BY MR. STEWART: 

Q Just before the luncheon recess, Governor Ecc les , 

we had i d e n t i f i e d th ree ho l d i ng b i l l s , H. R. 2776, in t roduced 

om March 2$, 19^5, H. R. 6225, in t roduced on A p r i l 30, 19^6, 

and S. 829* in t roduced on March 3$ 19^7• Do you have those 

th ree b i l l s i n f r o n t o f you now? 

A I do. 

Q Have you s ince the luncheon adjournment been able 

t o r e f r e s h your r e c o l l e c t i o n t h a t those are the th ree h o l d i n g 

company b i l l s whichwero in t roduced i n t o the Congress w i t h 

your approva l and upon your recommendation? 

A I have «> 

Q And t h a t i s the f a c t ? 

A That i s the f a c t . 

#7 
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Q Each of those b i l l s imposed upon bank ho ld ing com-

panies, or would have, i f i t had been enacted i n t o law, ce r -

t a i n r e s t r i c t i o n s upon t h e i r operat ions which are not now i n 

the law, d i d n ' t i t ? 

MR.TOWNSEND: Just a minute. At t h i s p o i n t , may i t 

please the Hearing O f f i c e r , I want t o in terpose an ob jec t i on 

t o any l i n e o f quest ion ing concerning the p rov is ions of ho ld -

i ng company b i l l s which have been int roduced i n the Congress 

by the Board. I t h i n k t ha t i t i s completely beyond the 

scope o f proper cross examinat ion, has no relevance t o any 

o f the issues here presented, and t h a t i t c e r t a i n l y i s not 

ask ing too much t o request you t o requ i re o f counsel f o r 

Respondent an expression as t o the relevancy of these p a r t i c -

u l a r mat te rs . 

MR. STEWART: I w i l l be g lad t o g ive such an ex-

press ion, s i r . Governor Eccles has devoted a good par t o f 

h i s testimony here t o a statement as t o h i s personal f ee l i ngs 

i n t h i s s i t u a t i o n and t o h i s lack o f p re jud ice and b i a s , w i t h 

which he was charged, against Transamerica Corporat ion. I 

propose by t h i s l i n e of quest ions t o demonstrate a very impor-

t a n t element and e x h i b i t i o n o f t h a t p re jud ice and b i a s . 

MR. TOWNSEND: May I request , Mr. Hearing O f f i c e r , 

t h a t the g e n e r a l i t i e s which counsel has announced do not 

i n d i c a t e how the quest ion ing concerning the b i l l s , which he 

has had the wi tness i d e n t i f y , could poss ib ly b r i n g such a con-
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e l u s i o n t o f r u i t i o n . I t h i n k u n t i l we have an express ion on 

t h a t sub jec t t h a t i t i s appropr ia te f o r me t o o b j e c t , and I 

do ob jec t t o the quest ions on the s u b j e c t , unless the re can 

be made t o appear a reasonable l i k e l i h o o d thatwhat Mr. Stewart 

has s ta ted t o you can be subs tan t i a ted . 

MR. STEWART: I t h i n k i t w i l l appear as the ques-

t i o n s develop. 

THE HEARING OFFICER: Do you care t o make a s t a t e -

ment on t h a t , Mr. S tewar t , i n answer t o h i s quest ion? 

MR. STEWART: I t h i n k , s i r , the on ly way t h a t can 

be made t o appear i s by the ana l ys i s of the p rov i s i ons of the 

t i l l s and the changes t h a t were made i n them and a showing 

by the w i tness as t o the sponsorship o f those changes and the 

reasons f o r the sponsorship. I expect t o show through t h a t 

l i n e o f quest ions t h i s w i tness 1 personal b ias and p re jud i ce 

i n connect ion w i t h those changes. 

THE HEARING OFFICER: Would you e labora te a l i t t l e , 

Mr. S tewar t , on Just how you consider t h i s t o be re l evan t 

t o t h i s p a r t i c u l a r hear ing? 

MR. STEWART: As I sa id be fo re , s i r , one o f the im-

p o r t a n t issues presented by the vo lun ta r y appearance o f Mr. 

Eccles here I s the ques t ion o f h i s b ias and p r e j u d i c e i n t h i s 

case. I t i s my i n t e n t i o n and my expec ta t i on , by t h i s l i n e o f 

ques t ions , among o the rs , t o demonstrate the f a l l a c y o f the 

p o s i t i o n t h a t he has taken on d i r e c t examinat ion i n t h a t r e -
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g&rd and* as I po in ted out yesterday* i n re ference t o the 

statement t h a t was made by him t o the press a t the t ime he 

announced h i s d i s q u a l i f i c a t i o n , he v o l u n t a r i l y i n v i t e d cross 

exaiilnafcion a long t h a t l i n e . 1 t h i n k t o shut i t o f f a t t h i s 

p o i n t would be most i n c o n s i s t e n t w i t h the whole purpose o f h is 

appearance as announced by him. 

MR. TGWMSENB: May i t please the Hearing O f f i c e r , 

X have a l ready s ta ted i n respect o f Mr. Eccles9 statement t o 

the press t h a t t h a t statement sub jec ts him t o every poss ib le* 

l e g i t i m a t e cross examinat ion t h a t anyone i n a s i m i l a r p o s i -

t i o n , t o which he now f i n d s h imse l f p laced, should be sub-

j e c t e d . I t does n o t , however, I most ea rnes t l y suggest, 

open the door t o Mr. S tewar t ' s rambl ing i n v e s t i g a t i o n s , cover -

i n g a whole host o f sub jec t s , which are not r e l evan t t o t h i s 

case and concerning which, as t o t h i s p a r t i c u l a r ques t ion , 

he has not y e t answered your ques t ion , how i t can be m a t e r i a l 

i n demonstrat ing Mr. Eccles® b i a s . 

Let me Just i l l u s t r a t e t h a t f o r a moment. He says 

t h a t by examining t h i s wi tness on p r o v i s i o n s o f b i l l s i n t r o -

duced a t the request o f the Board before the Congress concern-

i n g the r e g u l a t i o n o f bank ho ld i ng companies, t h $ t he w i l l 

be enabled t o show a personal b ias and p re j ud i ce on the pa r t 

o f t h i s wi tness aga ins t Transamerica Corpora t ion . Youare 

not on ly the Hearing O f f i c e r i n t h i s case, s i r , you are a lso 

a member o f the Board. I am not ask ing you t o draw upon your 
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i n fo rma t ion t o supply f a c t u a l omissions from t h i s f i l e , but 

I am asking you t o draw upon your experience as a member of 

the Board t o ask you rse l f , i n fa i rness t o a cons idera t ion of 

nor ob jec t i on , whether any statement thus f a r has been made by 

Mr. Stewart which suggests t o you, as the Hearing O f f i c e r 

i n t h i s case, t h a t there could be any content i n those b i l l s 

which could demonstrate the Pact . 

MR. STEWARTs Of course, s i r , I haven' t ye t been 

permi t ted t o ask the quest ions. I t seems t o me t ha t counsel 's 

ob jec t ion i s most premature. 

MR. TOWNSEND: You have asked f o r an expression. 

MR. STEWART: To ask me t o o u t l i n e a l l the ques-

t i o n s i n advance, i s a most Improper in te r fe rence w i t h cross 

examination and an i l l u s t r a t i o n o f repeated e f f o r t s o f the 

counsel f o r the Board t o repeat t h i s attempt regardless o f 

f a i r n e s s , equ i t y and j u s t i c e i n the s i t u a t i o n . 

THE HEARING OFFICER: The Healng O f f i c e r w i l l 

recess the hearing f o r ten minutes, so t h a t he may confer 

w i t h h i s couisel. 

(Recess taken . ) 

THE HEARING OFFICER: W i l l the hear ing come t o 

o rder , please? 

For the l a s t two or three days I have been concerned 

by the type of questions and ob jec t ions ra i sed by counsel on 

both s ides . A f t e r rev iewing the matter c a r e f u l l y w i t h my 
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l e g a l a d v i s o r , I w ish t o read the f o l l o w i n g statement i n t o 

the r e c o r d : 

111 would l i k e t o make a b r i e f comment f o r the i n -

fo rma t ion and guidance o f counse l . I t i s d i r e c t e d t o the ques-

t i o n brought out by bo th counsel as t o the l a t i t u d e t o be 

pe rm i t t ed on cross examinat ion. I n an a d m i n i s t r a t i v e proceed-

i n g such as t h i s , where t e c h n i c a l r u l e s o f evidence are not 

n e c e s s a r i l y b i n d i n g , where hear ings are t o be he ld a t i n t e r -

v a l s I n d i f f e r e n t c i t i e s and i n which bo th counsel have 

sa id t h a t the Board does not have the power t o subpoena w i t -

nesses, I be l i eve i t i n e v i t a b l e t o apply the s t r i c t r u l e en-

fo rced i n some J u r i s d i c t i o n s , l i m i t i n g the cross examinat ion 

of a w i tness t o the scope o f h i s d i r e c t examinat ion. I be l i eve 

a l s o i t would be b e t t e r t o apply themore l i b e r a l r u l e fo l l owed 

i n o ther J u r i s d i c t i o n s which permi ts a w i tness t o be cross 

examined on any re l evan t ma t te rs , whether or not w i t h i n the 

scope o f h i s d i r e c t examinat ion. I would l i k e t o emphasize 

t h a t re levancy w i l l be the gu ide . Witnesses f o r both the 

Board and the Respondent may, t h e r e f o r e , be cross examined 

a c c o r d i n g l y . 

" T h i s , i n ray op in ion , w i l l , i n the long run , serve 

t o expedi te the hear ings and shor ten the reco rd . I t w i l l 

avo id cons iderab le argument between counsel and i t w i l l a i d 

them i n develop ing a l l the p e r t i n e n t f a c t s . 

W I would a l so l i k e t o r e f e r again t o a statement I 
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have made be fo re , tha t my main purpose I n t h i s hear ing i s t o 

provide both counsel w i t h a f u l l oppor tun i ty t o produce a l l 

the re levant f a c t s bear ing on the Board's compla in t . 

" I n the circumstances, I have reconsidered my r u l -

i n g sus ta in ing ob jec t ions t o the questions asked Governor 

Eccles by counsel f o r Respondent r e l a t i n g t o c e r t a i n banks I n 

Arizona a t l i n e s 18 t o 21 o f page 661 o f the record . At 

l i n e s 18 t o 21 and on page 666 o f the record and l i n e s 4 t o 

7 o f page 667 of the records I now vacate those r u l i n g s and 

over ru le the ob jec t ions re fe r red t o . However, I would l i k e 

a lso t o s ta te t ha t counsel f o r Respondent has been al lowed 

a very wide l a t i t u d e over the past two days i n the scope of 

h i s cross examination o f the w i tness . Many of the subjects 

covered i n t h i s cross examination have been of such a char-

ac te r t h a t the relevance has not been apparent t o the Hearing 

O f f i c e r , p a r t i c u l a r l y I n view o f the f a c t t ha t Governor 

Eccles v o l u n t a r i l y d i s q u a l i f i e d h imsel f f rom p a r t i c i p a t i n g 

i n t h i s proceedig. Prom now on, i t seems t o the Hearing O f f i ce r 

t h a t the scope of the examination should be more c l e a r l y re lated 

t o the issues of the case and I hope tha t counsel f o r 

Respondent w i l l endeavor t o r e s t r i c t h i s quest ions according-

l y , so t ha t we may get along w i t h the hear ing . I do not p ro -

pose t o l i m i t counsel w i t h respect t o any subjects whi.ch 

seem t o me t o be reasonably r e l a ted t o t h i s mat ter , but I 

w i l l be prepared to l i m i t the f u r t h e r cross examlnat ion when 
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the quest ions do not appear t o be or are not shown t o be o f 

a proper charac te r . Xniqy op in ion , the quest ion now pending 

I s not re levan t t o any Issue Involved I n t h i s case and I , 

t h e r e f o r e , sus ta in the o b j e c t I o n . n 

MR. STEWART: W i l l you read back the quest ion 

t h a t led t o t h a t r u l i n g ? 

(Question read by the r e p o r t e r . ) 

MR. STEWART: I n order t ha t I may be c lea r I n 

the procedure t h a t I next f o l l o w i n t h i s mat ter , I should 

l i k e t o i nqu i r e o f the Hearing O f f i c e r whether the r u l i n g 

Just read from h i s statement r e l a t e s t o anyth ing more 

than the p a r t i c u l a r quest ion* Was I t the i n t e n t of the Hear-

i ng O f f i c e r t o sus ta in an ob jec t i on t o the genera l l i ne of 

quest ions upon ho ld ing company l i m i t a t i o n or merely upon the 

p a r t i c u l a r q u e s t 4 w h i c h was asked. 
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THE HEARING OFFICER: I s p e c i f i c a l l y sustained 

the ob jec t ion on t h i s question and I t h i nk the statement 

I read i s a statement tha t i s qu i te c lear and I hope, i f you 

read i t again, perhaps you w i l l be qu i te c lear you rse l f . 

MR. STEWART: I i n t e rp re t i t then, s i r , unless I 

am otherwise adyised, as r e l a t i n g t o the one question and I 

w i l l proceed w i t h add i t i ona l quest ions. 

THE HEARING OFFICER: Mr. Stewart, t h i s i s not 

re la ted to a s ing le quest ion, the statement I read. This i s 

re la ted to the fu tu re conduct on the par t of both counsel 

dur ing the course of t h i s hear ing. 

MR. STEWART: Then, s i r , I sha l l proceed w i t h the 

next quest ion. 

BY MR. STEWART: 

Q W i l l you r e f e r , please, to H. R. 2776, which i s one 

of the b i l l s you have i n your hand, which you have i d e n t i f i e d 

as having been introduced w i t h your approval, and ask you 

i f i t Is not the f ac t that tha t b i l l would have Imposed a 

requirement which, i n p r a c t i c a l app l i ca t i on , would have been 

appl icable to Transamerica Corporation, making i t unlawful 

f o r tha t company to r e t a i n bank stocks acquired subsequent 

to December 31, 1942, or i n other words, f o r a per iod of two 

and a quarter years before the b i l l was introduced. 

MR. TOWNSEND: I renew ray object ion on the same 

ground, tha t any examination of bank ho ld ing company 

#8 
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l e g i s l a t i o n I s I r r e l e v a n t t o thefee proceedings and c e r t a i n l y 

w i t h i n scoperof the Hearing O f f i c e r 9 8 recen t statement and 

obv ious ly should be p r o h i b i t e d • 

THE HEARING OFFICER: The o b j e c t i o n i s sus ta ined . 

MR. STEWART: I f the Hear ing O f f i c e r p lease , the 

l a s t r u l i n g makes i t apparent t h a t i t was the Hearing O f f i c e r 1 s 

i n t e n t t o sus ta i n ob jec t i ons t o my i n q u i r i n g i n t o t h i s w i t -

ness9 i n t e n t i n i n t r o d u c i n g h o l d i n g company l e g i s l a t i o n , i n 

s p i t e o f the f a c t t h a t he t e s t i f i e d a t some l e n g t h on d i r e c t 

examinat ion as t o the r e l a t i o n s h i p between t h a t l e g i s l a t i o n 

and the i n t e n t o f t h i s proceeding. 

I , t h e r e f o r e , have no a l t e r n a t i v e a t t h i s t ime but 

t o make a d e t a i l e d o f f e r o f p roo f upon t h i s sub jec t which I 

should say, be fo re I beg in i t , I regard as d e p r i v i n g me of 

an Impor tant r i g h t o f cross examinat ion. I am unaware o f any 

procedure, a d m i n i s t r a t i v e , J u d i c i a l or o therw ise , which pe r -

m i t s a counsel t o ob jec t t o cross examinat ion on the ground 

t h a t the quest ions must be s t a t e d i n advance, but the Hearing 

O f f i c e r 9 s r u l i n g puts me i n the p o s i t i o n where I must do t h a t 

unless there i s a change a t t h i s t ime i n i t be fore I proceed 

w i t h the o f f e r o f p r o o f . 

Le t me Just c a l l the a t t e n t i o n o f the Hearing O f f i c e r 

t o a b r i e f excerpt f rom the w i tness 1 test imony on d i r e c t 

examinat ion a t Page 590, L ine 22. He sa i d : w 0f course, i t 

always had i n mind7*—that i s , the Board always had i n raind-~the 
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ques t ion o f adequate ho l d i ng company l e g i s l a t i o n t h a t would 

tend t o curb f u r t h e r expansion by bank ho l d i ng companies, 

except w i t h the approval or consent o f banking a u t h o r i t i e s , 

bu t the ques t ion o f dea l i ng w i t h 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 ime , they had not cons idered, and- as has been brought 

out he re , the superv isory agencies had agreed upon a program 

t o use such i n f l uences as they had t o prevent f u r t h e r expan-

s i o n , bu t u n t i l t h i s t ime , there had been no o ther cons ider -

a t ions " 

I f the Hearing O f f i c e r p lease, I should l i k e t o 

ask once more, before I lose t h i s va luab le r i g h t o f cross 

examinat ion, f o r the oppo r t un i t y t o put t o the w i t ness , i n 

the normal manner, these quest ions r e l a t i n g t o a sub jec t 

d i r e c t l y i n i ssue , namely, the witness® e f f o r t s t o curb Trans-

america Corpora t ion through l e g i s l a t i o n and o therw ise . 

THE HEARING OFFICER: Mr. S tewar t , I would Just l i k e 

t o say t h a t the r u l i n g t h a t I read s t i l l s tands . 

MR. STEWART: I n view o f t h a t r u l i n g , t o wh ich, o f 

couse, I have an automatic excep t ion , I must proceed w i t h 

my o f f e r o f p roo f and I want i t t o appear c l e a r l y on the 

reco rd t h a t I w i l l regard t h i s , and w i l l so urge i n any 

J u d i c i a l r ev i ew , t h a t i t i s a r e v e r s i b l e e r r o r I n t h i s p r o -

ceeding t o r e q u i r e me t o do t h i s . 

I o f f e r t o prove by t h i s w i tness by f u r t h e r quest ions 

on c ross examinat ion o f the genera l l i n e t o wh ich o b j e c t i o n 
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has been sus ta ined , f i r s t , t h a t the b i l l which has been 

I d e n t i f i e d as H. R. 2776, Respondent's E x h i b i t 2 f o r i den -

t i f i c a t i o n , which was recommended by the Board and p a r t i -

c u l a r l y by t h i s w i t ness , would have made i t un law fu l f o r a 

company t o r e t a i n bank stocks acqu i red subsequent t o 

December 31* 19^2; second, t h a t t h a t p r o v i s i o n would have 

requ i red by ex post f a c t o l e g i s l a t i o n the divestment by 

rransamerlca Corpora t ion o f s tocks o f banks a t which t h i s 

proceeding i s d i r e c t e d ; t h i r d , t h a t the f a c t s w i l l show t h a t 

rransamerlca Corpora t ion was the on ly co rpo ra t i on i n ex is tence 

at t h a t t ime which would have been s u b s t a n t i a l l y a f f e c t e d 

by such p r o v i s i o n and t ha t t h i s w i tness was aware o f i t 

when he in t roduced t h a t type o f d i s c r i m i n a t o r y l e g i s l a t i o n . 

Nex t , I o f f e r t o prove by t h i s wi tness t h a t t h i s 

aame b i l l conta ined a p r o v i s i o n which was c a r e f u l l y drawn i n 

such manner as t o exclude from I t s opera t ion the companies 

Ln which he and h i s f a m i l y were i n t e r e s t e d , as developed i n 

the tes t imony t h i s morning} namely, Eccles Investment Company 

and i t s i n t e r e s t s i n banks and o ther c o r p o r a t i o n s , w h i l e i t 

tou ld be s p e c i f i c a l l y app l i cab le t o Transamerica Corpora t ion 

md i t s ho ld ings i n the same Federa l Reserve D i s t r i c t • 
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Next, I o f f e r to prove i n t h i s same l i ne by t h i s 

witness on eross examination that when t h i s witness introduced 

a new b i l l , t l s second of which was i d e n t i f i e d by me, namely, 

H.R. 6225, introduced on A p r i l 30 of 1946, only 13 months 

a f t e r the in t roduc t ion of the f i r s t b i l l , i t was accompanied 

by a statement by the Board, explaining why i t had been 

subst i tu ted i n place of the e a r l i e r b i l l and that whereas 

the e a r l i e r b i l l would have contained a provis ion making i t 

appl icable i n some respects to the Eccles Holding Company, 

not i n the respect I have already mentioned, but i n som 

other respects ./would have made i t appl icable to Transamerica 

Corporation t o pavent the ownership by Transamerica at the same 

time of bank stocks and non-bank stocks • The b i l l which was 

then subst i tu ted, 15 months a f t e r the e a r l i e r b i l l , would have 

excluded from the e f f ec t of tha t prov is ion i n the future 

as we l l as i n the past Eccles Investment Company and i t s 

i n te res t s . 

Next, I o f f e r to show by t h i s witness on cross 

examination tha t when S. 829, the t h i r d of the b i l l s i d e n t i -

f i e d as having been approved and sponsored by t h i s witness 

and which has been i d e n t i f i e d as Respondent's Exh ib i t 4 f o r 

i d e n t i f i c a t i o n , was introduced i n 1947, i t preserved substan-

t i a l l y the same s i t ua t i on as to who was included and who was 

excluded from the o r i g i n a l b i l l . 

I n other words, preserving the d iscr iminat ion against 

Afrms 
M i l l a r 

9 
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Tranaaxnerica Corporat ion and I n favor o f the Eccles Investment 

Company. 

I f u r t h e r o f f e r to prove by t h i s wi tness tha t i n exp la in -

ing the prov is ions of S. 829 t o the Senate Committee on May 

26, 1S&7, t h i s wi tness i n h iB personal test imony t o l d the 

Senate committee t h a t the d e f i n i t i o n contained i n t h a t b i l l , 

which i s the d e f i n i t i o n t ha t I have re fe r red t o as being 

d i s c r i m i n a t o r y i n charac ter , was, and I quote f rom h i s 

tes t imony, "Derived i n la rge pa r t f rom the d e f i n i t i o n of a 

ho ld ing company adopted by Congress when i t enacted the Publ ic 

U t i l i t y Hold ing Company Act i n 1935o" 

Next I o f f e r t o prove by him on cross examination 

t h a t he fo l lowed up t h a t exp lanat ion i n a reappearance before 

the committee, approximately two weeks l a t e r , on June 11, 

19^7 fcy s t a t i n g , and I quote, "As pointed out i n my previous 

tes t imony, the d e f i n i t i o n s and exemption prov is ions o f 

Sect ion 3 are pat terned upon i d e n t i c a l p rov is ions i n the 

Publ ic U t i l i t y Holding Company Act o f 1935." 

I f u r t h e r o f f e r to prove by h i s tes t imony on cross 

examination tha t he d id not exp la i n t o the Senate committee 

a t t h a t t ime tha t the Publ ic U t i l i t y Hold ing Company d e f i n i t i o n 

inc luded the words "any person" who might be found t o exerc ise 

" a c o n t r o l l i n g in f l uence" over a ho ld ing company, wh i le the 

b i l l which he was sponsoring was l i m i t e d t o "any company" 

found t o exerc ise a c o n t r o l l i n g in f luence over two or more 
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banks and t h a t he d id not exp la in t h a t under h i s b i l l , i n 

con t ras t t o the language of the Publ ic U t i l i t y Holding Compaq 

A c t , a person might exerc ise a contro l l ing in f luence over the 

management o f a bank ho ld ing company and s t i l l n o t , hisaself , 

be a ho ld ing company* He d id not exp la in the d i s c r i m i n a t o r y 

e f f e c t o f t h a t p rov i s i on against Transamerica Corporat ion and 

i n favor of- h ie own i n t e r e s t s . 

1 f u r t h e r o f f e r t o prove$ by the test imony o f t h i s 

wi tness on cross anamination, i f I am not i n t e r f e r e d w i t h , 

t h a t t M s d i s t i n c t i o n t ias, f i r s t brought to the a t t e n t i o n 

of the senate c o m i t t e a by te legram, dated June 10, 19^7 and 

a subsequent l e t t e r from Mr* L« M. G lann in i t o Senator To bey* 

dated dune IS , 19^7 and t h a t t h i s wi tness wrote a l e t t e r to 

which reference has a l ready been made here today t o Senator 

Tobey under date o f June 13, 19^7 i n which he character ized 

Mra G iann in i f s telegram t o which I have p rev ious ly r e fe r red 

as " a de l i be ra te and mal ic ious fa lsehood/ 1 

I f u r t h e r o f f e r t o prove by the quest ions to t h i s 

wi tness on cross examinat ion, i f they were not improper ly 

i n t e r f e r e d w i t h , t h a t S. 829, the b i l l l a s t mentioned, con-

ta ined a p rov i s i on r e q u i r i n g bank ho ld ing companies t o d ls~ 

pose of t h e i r i n t e r e s t s i n non-banking organizat ions w i t h i n 

a per iod o f two years, t ha t t h a t p rov i s i on i s the one commonly 

r e f e r r e d t o as the segregat ion requirement and yet t h a t 

under the d e f i n i t i o n of a ho ld ing company contained i n tha t 
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s t a t e , Eccles Investment Company, even though i t had per 

cent o f the v o t i n g stock of a bank ho ld ing company, namely, 

F i r s t Secur i t y Corporat ion, would not i t s e l f be a ho ld ing 

company and, t he re fo re , would not have been required t o 

d ives t I t s e l f of i t s holdings i n non-banking assets. 

I f u r t h e r o f f e r to prove i n the same manner, i f not 

Improperly I n te r f e red w i t h , t ha t the Eccles Investment Com-

pany, under tha t b i l l , would have been put i n a super ior 

p o s i t i o n i n competing w i t h Transamerica Corporat ion i n the 

same Federal Reserve D i s t r i c t and i n a manner p roh ib i ted t o 

Transamerica Corporat ion and held out by t h i s witness 

to the Congress as a dangerous p r a c t i c e . 

I f u r t h e r o f f e r to prove by him and i n the same 

manner, i f not Improperly I n t e r f e red w i t h , t ha t he pressed 

very hard w i t h a l l the means a t h i s command to get t ha t b i l l 

passed by Congress, t ha t he f i l e d extensive statements before 

the Congress and even came back l a t e r to answer arguments on 

the b i l l a f t e r other witnesses had appeared, and that upon 

h i s reappearance before the committee of the Congress he 

t e s t i f i e d t h a t the d e f i n i t i o n prov is ions were patterned on 
±on 

d e f i n i t / prov is ions o f the Publ ic U t i l i t y Holding Company Act 

of 1935« 

I f u r t h e r o f f e r to prove by li im on cross examination 

i n t h i s same l i n e , i f not i n t e r f e red w i t h , t ha t i n seeking 

support f o r the passage of t h i s l e g i s l a t i o n aimed a t 

?? 

?? 
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Transamerlca Corporat ion he caused Mr. Townsend, then 

Ass is tant General Counsel f o r the Board, and now the 

S o l i c i t o r i n t h i s proceeding, t o s o l i c i t support from banking 

organisat ions i n var ious par ts of the Tftiited States and 

p a r t i c u l a r l y i n C a l i f o r n i a , from the competitors of Bank of 

America, and p a r t i c u l a r l y from the organ iza t ion i n tha t 

d i s t r i c t known as the Independent Bankers Assoc ia t ion of the 

Twe l f th Federal Reserve D i s t r i c t , t h a t t h i s wi tness, as a 

r e s u l t of those developments, took p a r t i c u l a r pains t o po in t 

out t o the Senate committee tha t the b i l l had the support of 

the Independent Bankers Assoc ia t ion of the Twe l f th Federal 

Reserve D i s t r i c t . 

I f u r t h e r o f f e r t o prove by him on cross examination, 

i f not improper ly i n t e r f e red w i t h , tha t ha t e s t i f i e d on the 

record before the Senate Committee on June 11, 1947, a t page 

165 of the t r a n s c r i p t as f o l l ows : 

" I might say t ha t the stronger supporters of t h i s 

b i l l are the non-member s ta te banks. Mr. DuBois appeared be-

fo re your committee the other day, represent ing the independent 

bankers, the smal l independent bankers as one of the strongest 

advocates of t h i s b i l l . Mr. DuBois i s c e r t a i n l y nobody's f o o l . " 

I f u r t h e r o f f e r t o prove t h a t the same Mr. DuBois 

who i s re fe r red t o i n t ha t test imony and whose test imony was 

g iven the b less ing and approval o f t h i s witness i n the manner 

Ind ica ted , re fe r red to the Board of Governors of the Federal 
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Reserve System as "Mr. Townsend's o r g a n i z a t i o n " . 

I f u r t h e r o f f e r t o prove by t h i s w i tness on cross 

examinat ion i n t h i s same l i n e , i f no t improper ly i n t e r f e r e d 

w i t h , t h a t N r . BuBols ' statement as t o h i s experience w i t h 

the Board o f Governors and h i s a b i l i t y t o get h e l p f u l i n fo rma-

t i o n f rom the Board o f Governors as a member o f the 

Independent Banksrs A s s o c i a t i o n , s o - c a l l e d , o f Sauk Centre, 

Minnesota, i s i n marked con t ras t t o the a t t i t u d e e x h i b i t e d 

by the Board i n t h i s proceeding and e x h i b i t e d by the o f f i c e r s 

of the Board I n t h i s proceeding and by the S o l i c i t o r o f the 

Board i n t h i s proceeding i n r e f u s i n g t o g ive t o me or t o 

Transamerica Corpora t ion any I n fo rma t i on whatsoever about 

the Board 's a c t i v i t i e s o r even i t s charges In t h i s case, 

a l though repea ted ly demanded. 

I f u r t h e r o f f e r t o prove i n t h i s same l i n e of 

quest ions on cross examinat ion, I f no t improper ly I n t e r f e r e d 

w i t h , t h a t t h i s tes t imony o f the w i tness , Mr. Ecc les , before 

the Senate committee and h i s genera l e f f o r t s p ress ing f o r 

the enactment o f t h a t l e g i s l a t i o n was one i l l u s t r a t i o n o f 

h i s f u r t h e r de te rm ina t ion t o Impose h i s w i l l upon Transamerica 

Corpora t ion as t o how i t should run I t s business regardless 

o f the l a c k o f any l e g a l requ i rements , tha t i t sub jec t I t s e l f 

t o h i s w i l l as developed yesterday on h i s examinat ion. 

I f u r t h e r o f f e r t o prove by him i n the same manner, 

I f no t I n t e r f e r e d w i t h , t h a t h i s tes t imony before the Senate 
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committee gave d i r e c t evidence o f h i s personal animus against 

Transamerlca Corporat ion, p a r t i c u l a r l y i n the f o l l ow ing remarks, 

which appear a t page 47 of the Senate t r a n s c r i p t — so r r y , 

t h i s i s page 22 o f the repor t of the Senate committee, and 

a quota t ion from t h i s wi tness, i f the Hearing O f f i c e r please, 

"WhiS the managements of the great ma jo r i t y of the important 

bank ho ld ing company systems have sought the Board's views, i f 

not i t s approval , on proposed bank acqu i s i t i ons , there I s one 

case where a holdtog company management has openly def ied the 

Board i n i t s attempt t o h a l t an unbr id led bank expansion 

pr©ram. I r e f e r t o the Transamerlca Corporat ion w i t h i t s 

vast group o f c o n t r o l l e d banks i n Ar izona, C a l i f o r n i a , Nevada, 

Oregon and Washington. The Transamerlca management has p u b l i c l y 

sought t o j u s t i f y I t s e l f on the ground tha t Congress, by w i t h -

ho ld ing from the Board the d i r e c t power to curb such expansion* 

has thereby ind ica ted i t s approval o f Transamerlca p i i c i e s . 11 

I f u r t h e r o f f e r t o prove by him tha t i n sp i t e of 

t ha t statement and t ha t i ns inua t i on and innuendo as t o 

improper a c t i o n on the par t o f Transamerlca Corporat ion, the 

f a c t was a t the t ime tha t ne£h*r ' the witness nor the Board 

had any power or l ega l au tho r i za t i on from Congress t o attempt 

t o h a l t , as he put i t , the a c q u i s i t i o n of bank stocks by 

Transamerlca Corporat ion. 

I f u r t he r o f f e r to prove by the witness tha t on 

the occasion of one of h is t r i p s t o Utah, about which ha has 
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t e s t i f i e d , dur ing the per iod between the I n t r o d u c t i o n of the 

f i r s t b i l l , t o which reference has been made, and which con-

t a i n s c e r t a i n r e s t r i c t i v e p rov is ions app l i cab le t o Eccles 

Investment Company and h i s own i n t e r e s t s and the i n t r o d u c t i o n 

o f the second b i l l , which removed those prov is ions and a f f i x e d 

the great d i s c r i m i n a t i o n between h i s i n t e r e s t s and those of 

Transamerlca t o which I have r e f e r r e d , tha t dur ing tha t 

i n t e r v a l and dur ing h i s t r i p t o Utah, he had a conversat ion 

w i t h h i s b r o t h e r , George Ecc les , and w i t h counsel f o r the 

F i r s t Secu r i t y Corporat ion i n Utah and t h a t dur ing the course 

o f t h a t d iscuss ion i t was brought t o h i s a t t e n t i o n t h a t the 

f i r s t b i l l Introduced might be embarrassing t o Mm and t o 

h i s own I n te res t s and they s t r ong l y recommended t h a t i t be 

changed and t h a t i t was t h a t conversat ion and development 

which led t o the i n t r o d u c t i o n of the second b i l l , b r i ng ing 

about the d i s c r i m i n a t i o n I have re fe r red t o . 
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I f u r t h e r o f f e r t o prove by t h i s same l i n e o f 

quest ions on cross examinat ion, i f not improper ly i n t e r f e r e d 

w i t h , t ha t t h i s wi tness t e s t i f i e d before the Senate Committee, 

a t the hearings he ld i n May and June of 19^7, on SG29, as 

f o l l o w s , a t Page 23 o f the t r a n s c r i p t o f those hear ings: 

"Senator Bucks Did t h e y " — r e f e r r i n g Trans-

america Corporat ion—"not have t o get your permission, F . D . I . C . 

the Comptrol ler o f the Currency, i f any, Nat ional Banks, t o 

open other branches? 

"Mr. Eccles: Yes, they do w i t h reference t o the 

branches, yes, t ha t i s c o r r e c t . 

"Senator F u l b r i g h t : But not to buy a bank? 

"Mr. Eccles: Or t o buy the assets o f a bank and 

even t o get branches. There are a groat many permi ts t ha t 

have been g iven i n the pas t . I f the?)e standards had been 

requ i red by the Comptrol ler of the Currency, fee never could 

have given permits t o e s t a b l i s h the branches. There are a 

l o t o f these permits t ha t were given when I know the Board 

c e r t a i n l y d i d not f e e l favorab ly toward i t a t a l l , but the 

Comptro l ler had un l im i t ed d i s c r e t i o n and power t o grant the 

branches." 

I f u r t h e r o f f e r t o show by t h i s l i n e o f quest ions 

and other s i m i l a r references t o h i s previous test imony, th& 

h i s test imony i n t h i s proceeding on d i r e c t examination as t o 

the complete unan imi ty and a t t i t u d e on the pa r t o f the bank 

#19 
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. regu la tory agencies was not t rue and was. In f a c t , f a l s e , and 

2 that thee has been great d i f fe rence of opinion between the 

3 bank regu la tory agencies as to the p ropr ie ty of permi t t ing 

4 Transamerica Corporation and Bank of America to acquire 

s add i t i ona l banks and open add i t iona l banking o f f i ces to meet 

6 the needs of the people of Ca l i f o rn ia during t h i s per iod of 

7 populat ion expansion there, which i s unparal le led by any other 

s s i t u a t i o n I n the United States; tha t Mr. Eccles* own opposi t ion 

9 to that and h is leadership of t h i s Board i n opposit ion to 

10 that e f f o r t on the par t of Transamerica Corporation and Baftk 

n of America to th ink ahead and to take care of the needs of 

12 the people was bl inded by bias and prejudice and was contrary 

13 to the th ink ing of the other agencies i n the recent years. 

14 I f u r t he r o f f e r to prove by t h i s witness that the 

15 in t roduc t ion of the so-ca l led segregation requirement, r e l a t i n g 

16 to a requirement tha t Transamerica Corporation, i n contrast 

17 to Eccles Investment Company, be required to divest i t s e l f 

is of non-banking i n te res t s , was a po l i cy fostered i n pre judice 

19 and bias and having no foundation In reason; that that po l i cy 

20 i s absolute ly contrary to the we l l recognized v i r t ues of 

21 a po l i cy of d i v e r s i f i c a t i o n of investments as a fac to r of 

22 st rength i n any investment program, and as a fac to r enabling 

23 bank holding companies to come to the support of the banks 

24 m which they have in teres ts i n times of s t ress . 

25 I f u r the r o f f e r to prove i n the same manner that 
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the so le reason tha t has been urged upon the Congress and 

the so le reason t ha t t h i s wi tness can o f f e r an exp lanat ion , 

o ther than the b ias and p re jud ice t o which I have r e f e r r e d 

f o r enact ing a segregat ion requi rement , I s t ha t i t would be 

a means of prevent ing so -ca l l ed "up-stream" loans, which 

are loans made by a bank t o a company o f which i t i s a 

s u b s i d i a r y . 

I f u r t h e r o f f e r t o prove i n the same manner t h a t 

there i s no need, under the e x i s t i n g law, f o r any such r e q u i r e -

ment, because the present law hedges about such loans w i t h 

r e s t r i c t i o n s as t o s e c u r i t y , which adequately p ro tec t against 

any imagined e v i l which might be suggested. 

I f u r t h e r o f f e r t o prove i n the same manner t ha t 

w i t hou t l o s i n g any o f the advantages o f a d i v e r s i f i e d i n v e s t -

ment p o l i c y made poss ib le under the e x i s t i n g law, a l l o f 

the e v i l s or imaginary e v i l s o f up-stream loans could be 

e l im ina ted by a simple l e g i s l a t i v e p r o v i s i o n p r o h i b i t i n g 

such up-stream loans i f deemed i n the pub l i c I n t e r e s t ; t h a t 

t h i s wi tness knew t h a t when he urged the segregat ion r e q u i r e -

ment upon Congress and t h a t the u rg ing o f t h a t requirement 

was no th ing more than one more step i n h i s program o f f o r c i n g 

Transamerica t o do h i s w i l l , contrary t o law. 

THE HEARING OFFICER: W i l l counsel proceed. 

MR. STEWART: I take i t , s i r , tha t t h a t statement 

o f o f f e r o f p roo f i s ove r ru led w i thou t o b j e c t i o n f rom the 
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o ther s ide* 

THE HEARING OFFICER: Thsfc i s c o r r e c t . 

THE WITNESS: Mr. Hear ing O f f i c e r , 1 hope the 

w i tness might have something t o say. 

MR. STEWART: You have been ove r ru led , Mr. Ecc les . 

I wanted t o g i ve you every o p p o r t u n i t y t o say whatever you 

d e s i r e d . 

THE WITNESS: I can w e l l understand the des i re t o 

c lose these s ta tements . 

THE HEARING OFFICER: I don*t t h i n k . Governor 

Ecc les , your statement w i l l be I n o r d e r . 

THE WITNESS: W e l l , I suppose so , X suppose i t 

w o u l d n ' t . I would j u s t l i k e t o say t h a t X r e g r e t the dec i s i on 

MR. STEWART: You d o n ' t r e g r e t i t h a l f as much as I 

do, s i r . My c l i e n t i s the one who has charges aga ins t i t 

he re . 

I f the Hear ing O f f i c e r p lease , i n view o f the f a c t 

t h a t t h i s has complete ly upset and d iso rgan ized my planned 

p r e s e n t a t i o n , may I have a few minutes1 recess? 

THE HEARING OFFICER: We w i l l take a few minutes1 

recess or l o n g e r . 

MR. STEWART: That w i l l be adequate, s i r . 

(Recess t a k e n . ) 

THE HEARING OFFICER: W i l l the hear ing come t o order 

I would l i k e t o j u s t make one more statement as a 
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r e s u l t o f counsel 's argumento I would l i k e t o s t a te t o 

the counsel again t h a t I t h i n k you have been permi t ted 

a very wide l a t i t u d e i n asking t h i s wi tness quest ions on 

h i s a l leged personal b ias and p r e j u d i c e . 

You may proceed. 

MR. STEWART: I r e s p e c t f u l l y except t o the s t a t e -

ment t h a t has Just been made on the record* 

THE WITNESS: May I make a statement here, Mr. 

Hearing O f f i c e r ? 

THE HEARING OFFICER: Very w e l l , Governor• 

THE WITNESS: I suppose the wi tness 1 personal f e e l -

i ng i s not t o be taken i n t o account, and a l l I can say i s 

t h a t — 

MR. STEWART: I f the Hearing O f f i c e r p lease, i f 

t h i s i s going t o be an answer t o the statement— 

THE WITNESS: I Just want t o say t h a t I r eg re t 

t h a t f rom a personal s tandpoint I haven ' t an oppor tun i ty t o 

answer Mr. S tewar t ' s charges. 

THE HEARING OFFICER: Very w e l l . 

THE WITNESS: But t h a t i s a personal ma t te r . 

MRo STEWART: Sha l l I proceed? 

THE HEARING OFFICER: Yes. 

MRo STEWART: I w i l l ask the Stenographer to mark 

as Respondent's E x h i b i t / f o r i d e n t i f i c a t i o n , t h i s paper t h a t 

I now hand herG 
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(The document r e f e r r e d t o was marked 
Respondent's E x h i b i t No. 5 f o r 
i d e n t i f i c a t i o n . ) 

BY MR. STEWART: 

Q I hand you the paper which has been marked by 

the Stenographer as Respondent's E x h i b i t No. 5 f o r I d e n t i f i -

c a t i o n , which i s e n t i t l e d "Nat iona l Assoc ia t ion o f Supervisors 

o f Sta te Banks, Proceedings, Forty-Second Annual Meeting, 

C i n c i n n a t i , Ohio, September 1943," and which purpor ts t o 

con ta in a quo ta t ion of an address de l i ve red by you on t ha t 

occasion upon the sub jec t "The Dual System of Banking." 

I ask you I f you recognize t ha t document as an 

accurate r epo r t o f the speech which you de l i ve red on tha t 

occasion, and as publ ished a t t h a t t ime? 

A I assume tha t i t i s . Of course, I , w i thou t com-

par ing t h i s w i t h a copy o f the speech or the o r i g i n a l speech, 

would not know, but I am w i l l i n g t o accept t h i s as a t r u e 

copy o f the speech, a co r rec t copy o f the speech t h a t was 

made. I t h i n k 1 d i d make a speech about t h a t t ime . 

Q Do you r e o a l l the general sub jec t matter o f the 

speeoh? 

A I r e c a l l t h a t I appeared a t t ha t t ime , as X t o l d 

them i n t h a t speeoh, as the d e v i l ' s advocate. 

Q And i n t ha t speech you expressed you rse l f as t o 

c e r t a i n f ac te bear ing upon banking regu la t i ons and c e r t a i n 

p o l i c i e s which you enunciated as be ing i n the i n t e r e s t s o f 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ph36 

a sound banking s t r u c t u r e , d i d n ' t you? 

A X d o n ' t r e c a l l . I t i s r a t h e r a l ong speech and 

I c e r t a i n l y d o n ' t r e c a l l eve ry th i ng t h a t was i n t h a t speech. 

Q I an no t ask ing you, s i r , about eve ry th i ng t h a t 

was i n i t . 

A I d o n ' t r e c a l l — 

Q I an ask ing you about the genera l p u r p o r t . I say, 

i n gene ra l , you expressed y o u r s e l f i n t h a t speech as t o c e r t a i n 

f a c t s bear ing upon the banking r e g u l a t i o n s and c e r t a i n p o l i c i e s 

which you enunciated as be ing i n the I n t e r e s t o f a sound 

banking s t r u c t u r e , d i d n ' t you? 

A I d o n ' t know. I d o n ' t remember. 

Q May I assume, s i r , t h a t the f a c t s s t a t e d by you 

i n t h a t speech were accurate? 

A I c e r t a i n l y thought they were accura te , o r I 

w o u l d n ' t have made them. 

Q And t h a t the p o l i c i e s the re expounded by you 

represented your honest o p i n i o n s , based upon your experience 

as a banker and as a member and chairman o f t h i s Board? 

A Yes, I would say t h a t t h a t was t r u e . 

Q Upon t h a t f ounda t i on , I should l i k e t o read i n t o 

the reco rd c e r t a i n excerpts f rom the speech t o which I have 

r e f e r r e d , and then there are c e r t a i n quest ions t h a t I w ish 

t o ask the wi tness about the p o r t i o n s I s h a l l read . 

The f i r s t i s from the pas© t h a t i s numbered 38, 
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which i s the f i r s t page of the copy t ha t I have handed you. 

The number i s up i n the upper l e f t - h a n d corner . Down about 

the middle o f t ha t page, "As pub l i c o f f i c i a l s responsible f o r 

banking r e g u l a t i o n , we a l l want a s t rong and successful bank-

i ng system. I t cannot be st rong unless i t i s successfu l . We 

a l l favor what we be l ieve to be i n the pub l i c i n t e r e s t . And 

what, i n f a c t , best serves the pub l i c i n t e r e s t w i l l surv ive 

i n the long r u n . " 

Then, sk ipp ing over t o the page numbered 41 i n the 

paper you have i n f r o n t of you, beginning w i t h the second 

f u l l paragraph on tha t page, " I t i s not long ago, as t ime i s 

measured, tha t we were predominantly an a g r i c u l t u r a l na t i on . 

Local communities m r e r e l a t i v e l y s e l f - s u s t a i n i n g . Indus t r ies 

were l a r g e l y l o c a l l y owned and comparat ively s n a i l . As the 

great r a i l r o a d systems of the na t i on developed w i t h the west-

ward march, new towns and v i l l a g e s sprang up along the way. 

Each had i t s l o c a l , more or less se l f - con ta ined economic l i f e , 

i t s s tores and i t s banks. This was i n a day o f r e l a t i v e 

s c a r c i t y of c a p i t a l . This was a day when t h i s country ftas a 

great debtor na t ion i n the wor ld . I n t e r e s t ra tes were h igh . 

Too o f ten banks took the r i s k s and the losses t ha t should have 

been borne by r i s k c a p i t a l and not by bank stockholders and 

depos i to rs . This era o f r a p i d , steady expansion faded out w i t h 

the advent o f the la rge mergers and consol idat ions i n the 

I n d u s t r i a l wor ld , w i t h the development o f modern t r anspo r ta t i on 

819 phBT 
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and d i s t r i b u t i v e systems and w i t h our change, f rom the l a s t 

war , t o the wo r l d ' s g reates t c r e d i t o r n a t i o n . Attempts t o 

h a l t t h i s march o f progress by a n t i - t r u s t , a n t i - c h a i n s to re 

l e g i s l a t i o n or other s t a t u t o r y pains and pena l t i es have l a r g e l y 

been i n va in . I t requ i res no g i f t o f prophecy t o foresee tha t 

the same economic forces w i l l i n t ime compel the banking 

system t o f o l l ow a p a r a l l e l p a t t e r n . 
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"The answer1 to the theme question of t h i s session 

i s not hard to discern, as you look back at the fa te of 

thousands upon thousands of the small un i t banks which once 

thr ived* By 1921 we had more than t h i r t y thousand commercial 

banks i n th i s country, more than 22,000 of them were state 

banks, while some eight thousand were nat ional banks, of 

las t June 30, the number of state banks had shrunk from 22,000 

to about 9,000 and there were about 3,000 fewer nat ional banks. 

There has been no banking mor ta l i t y remotely approaching 

th i s sad record i n any other nation on earth. The d i s -

appearance of more than 13,000 state banks and 3,000 national 

banks as we l l , whether i t be through f a i l u r e , through merger 

or through voluntary l i qu ida t ion , i s eloquent proof that some-

th ing was fundamentally wrong w i th a system that permitted 

so large a number even to come in to being. 

"Me have expended more l i t time and money on bank 

examination and supervision conducted by at least 32 separate 

state and federal agencies than any nat ion i n the world. I t 

Involves unnecessary waste of manpower a t a time l i ke t h i s . 

I t did not and could not , of i t s e l f , protect the depositors, 

stockholders or customers of the thousands of banks that went 

to the wa l l , even during the so-cal led prosperous twenties. 

Aside from voluntary l iqu idat ions or absorptions, nearly ten 

thousand state banks w i th aggregate deposits of close to f i ve 

"b i l l i on dol lars folded up i n the twenties and ear ly t h i r t i e s . 

l a r 

11 i 
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At the same time, more than two thousand national banks 

wi th deposits of only s l i g h t l y less than two and a ha l f 

b i l l i o n went to the wa l l . Most of these were independent 

un i t banks; banks that survived the twenties and then 

weathered the economio disaster of the ear ly t h i r t i e s , 

were necessari ly the strong and not the weak. What saved 

them In the end was the avalanche of money poured out by the 

Federal Government. The b i l l i o n s i n loans and cap i ta l 

supplied d i r e c t l y to the banks by the RFC and the addi t ional 

b i l l i o n s furnished to others through the RFC, the Farm Credit 

Administration and the Home Owners Loan Corporation which 

made i t possible to l iqu idate the frozen and defaulted credi ts 

held by the banking system. 

"As you i n t h i s audience know, bad management and 

other human defects were minor and not major reasons fo r the 

epidemic of f a i l u res . The mor ta l i t y was greatest through the 

twenties among the smaller i ns t i t u t i ons i n the agr icu l tu ra l 

regions. They were the vict ims of depressed agr i cu l tu ra l 

condit ions. Thousands that managed to come through i n the 

country and c i t i e s only to succumb i n the ear ly t h i r t i e s 

were l ikewise pr imar i ly the vict ims of economic distress and 

d isaster , w i th which they could not cope ind iv idua l l y and 

from which the most d i l i gen t supervisory and examination po l icy 

could not save them. Sine ethe bank hol iday the r i s i n g price 

leve l has made good the assets of numerous banks that were 

822 
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c losed t hen and o f many t h a t would not have been reopened had 

s t r i c t examinat ion p o l i c y been u n i f o r m l y a p p l i e d , ^he r i s i n g 

p r i c e l e v e l , no t depos i t insurance, has reduced bank m o r t a l i t y 

t o a minimum. 

"The record o f bank f a i l u r e s I n t h i s , the r i c h e s t 

coun t ry on e a r t h , might have been much b e t t e r , i t could h a r d l y 

have been much worse, had examinat ion and c h a r t e r i n g p o l i c y 

been more r e s t r i c t i v e i n boom t imes and i f , e s p e c i a l l y du r ing 

depress ion, runs had been aver ted by depos i t Insurance. 

"However, depos i t Insurance, wh ik I s t r o n g l y f avo red 

a t a t ime when most o f the h i g h banking contemporaries regarded 

i t as a scheme f o r making good banking pay f o r the mistakes 

o f bad banking, cannot cure the bas ic weaknesses. The 

at tempt t o do so a t t h i s s tage , by making c h a r t e r i n g and 

examinat ion p o l i c y i n c r e a s i n g l y r e s t r i c t i v e , would lead on l y 

t o d e p r i v i n g the p u b l i c o f needed banking serv ices i n i n -

numerable communit ies. T h i s , i n t u r n , would lead t o demands 

on government t o f u r n i s h through i t s agencies the c r e d i t 

se rv i ces t h a t the banks would otherwise supp ly . I t would 

mean a d d i t i o n a l government encroachment upon the f i e l d o f 

p r i v a t e bask ing e n t e r p r i s e . Even today , du r ing the g rea tes t 

o f a l l war booms and desp i te the enormous growth o f depos i t s , 

many o f the smal le r banks are having d i f f i c u l t y i n making a 

l i v i n g . I t i s d i f f i c u l t t o a t t r a c t new. c a p i t a l i n t o the 

banking system. Moreover, the process o f c o n t r a c t i o n i n _norib.pr 
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o f banks i s c o n t i n u i n g , f o r t u n a t e l y th rough v o l u n t a r y 

l i q u i d a t i o n o f e x i s t i n g u n i t s , unable t o operate s u c c e s s f u l l y 

and th rough mergers and c o n s o l i d a t i o n s , r a t h e r than through 

the d isas t rous process o f f a i l u r e s . 

"The s o l u t i o n i s not t o be found I n more and more 

r e s t r i c t i o n s app l i ed t o a b a s i c a l l y f a u l t y s t r u c t u r e . The 

s o l u t i o n l i e s i n a u n i f i e d system w i t h branch bank ing. Ve, 

a lone , have depos i t insurance, we need i t as long a? the basic 

f a u l t s o f our banking s t r u c t u r e remain uncor rec ted , bu t the 

need f o r i t would disappear and bank f a i l u r e s would be as 

ra re i n our oount ry as they are i n o ther g rea t na t ions i f 

we wald dea l w i t h the causes, Ins tead o f con t i nu ing t o dea l 

w i t h the e f f e c t s o f the bas ic weaknesses i n our system. 

"Merely t o u n i f y the banking system under one 

r e g u l a t o r y a u t h o r i t y would not be a s u f f i c i e n t remedy. As 

I have sought t o s t r e s s , the problem i s b a s i c a l l y an economic 

one. The ques t ion i s , can t h e s n a i l , independent unt t banks 

eacpeot b e t t e r earnings i n the f u t u r e o r , o f g rea te r importance, 

can t h e y prov ide t h e i r communities w i t h adequate c r e d i t 

f a c i l i t i e s and bank serv ices a t costs as low as those p r e -

v a i l i n g e lsewhere. I n t h i s vas t coun t r y there are many so-

c a l l e d c r e d i t areas which have a surp lus o f savings over 

l o c a l c r e d i t and investment needs and o t h e r s , debtor a reas , 

where the demand f o r funds exceeds the l o c a l supp ly , but we 

have a banking system which r e q u i r e s , f o r the sake o f 
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l i q u i d i t y t h a t banks i n the debtor area send funds t o the 

e r e d l t o r areas, whereas the reverse should be the case* 

Farmers and hone owners and smal l businesses are demanding 

b e t t e r and cheaper c r e d i t f a c i l i t i e s , wh i le banks I n the i r 

communities ho ld i d l e balances i n la rge c i t y banks or fcuy 

low I n te res t -bea r i ng bonds, but t o p ro tec t t h e i r deposi tors 

they cannot a f f o r d the r i s k of having a l l o f t h e i r assets 

Invested a t home. I s there any wonder t h a t borrowers come 

t o Washington i n t imes of business con t rac t i on and ask f o r new 

government c r e d i t agencies• I am opposed t o government-

subsid ized compet i t ive agencies t ak ing away business from 

the banks, but i s the widespread ou tc ry against farm c r e d i t 

agencies r e a l l y based upon a f ea r of s o c i a l i z e d c r e d i t and 

does i t r e a l l y a t tack the cause o f the trouble?11 
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Then, skipping over t o the next page, another 

excerpt tha t I would l i k e t o read, beginning the f i r s t f u l l 

paragrapn at the top of the page numbered 44: 

"Moreover, the vast volume of funds tha t have already 

come or w i l l come i n t o existence before the end of the war 

presents a competi t ive s i t u a t i o n tha t i s hardly designed to 

r e s u l t I n increased rates and earnings by the banks. These 

deposits are owned by insurance companies, mortgage companies, 

f inance companies, bu i l d ing and loan associat ions, business 

and indust ry as we l l as by many other po ten t i a l lenders, 

i nd i v i dua l and corporate. I have recent ly seen funds adver-

t i s e d f o r lending i n the mortgage f i e l d f o r as long as 40 

years a t but 4 per cent . Banks must face the necessity of 

adapting themselves to meet such competi t ion and at the same 

t ime, through d i v e r s i f i c a t i o n and sound management, safeguard 

the i n te res ts o f t h e i r depositors and stockholders. 

W I recognize tha t a banking s t ruc ture tha t may best 

serve one par t of the country may not be adapted t o another 

p a r t . Generally speaking, i n the Eastern States, where larger 

d i v e r s i f i e d banking un i t s predominate and distances are 

r e l a t i v e l y shor t , there i s no such publ ic need f o r trade 

area branch banking as i s the case i n those sect ions of the 

country where distances are great and where the banking un i t s 

are necessari ly smaller and f a r less d i v e r s i f i e d i n t h e i r 

lending and invest ing a c t i v i t i e s . — indeed, o f ten they are 

11A 
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too r e l i a n t upon condi t ions i n one or only a few l i nes of 

a g r i c u l t u r e or i ndus t r y . 

" I have long f e l t t ha t l i m i t e d branch banking i s the 

p r a c t i c a l s o l u t i o n of the banking problems conf ron t ing those 

areas where u n i t banks cannot succeed. I have never favored 

nat ion-wide branch banking* or i t s extension over wide areas. 

I do f e e l , however, t ha t i t should be permi t ted w i t h i n 

l i m i t e d t rade areas, i n no case exceeding the l i m i t s of the 

immediate area served by the head o f f i c e or by a branch of a 

Pederal Reserve Bank. I be l ieve tha t the Independent u n i t 

bank should be protected, however, by a s ta tu to ry p rov is ion 

p r o h i b i t i n g establ ishment of any branch i n a community already 

served by a u n i t bank or by a branch o f another bank. The 

banking a u t h o r i t i e s could, of course, permit establishment 

o f another bank i n a community i f the need f o r I t ex is ted , 

but under the p rov is ion I have i n mind, a branch could 

only come i n t o the community by acqu i r ing a u n i t bank, which 

had been i n existence f o r a t l eas t f i v e years . Such an ac-

q u i s i t i o n would have t o have the consent of the bank 

supervisory a u t h o r i t i e s i n order t o prevent monopol l ts ic 

tendencies. Under such p rov is ions , a market would be provided 

f o r the stock o f a u n i t bank i n case the stockholders de-

s i red t o s e l l because of unpro f i t ab le operat ions or f o r any 

other reason. At present the owners of the smal ler u n i t banks 

are g rea t l y handicapped i n having no oppo r t un i t y , i n most cases, 

asc2 B29/ 
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t o dispose o f t h e i r Investment, I f they wish t o do so, a t 

any th ing l i k e a s a t i s f a c t o r y p r i ce * 

"The smal ler u n i t banks face many d i f f i c u l t i e s and d i s -

advantages as compared w i t h branch banks. The smal ler u n i t s 

are so l i m i t e d I n t h e i r lend ing capac i ty t h a t more and more, 

as business, i n d u s t r i a l and a g r i c u l t u r a l en te rp r i ses have 

enlarged, they have had t o t u r n t o the banks w i t h la rge r e -

sources f o r t h e i r f i n a n c i a l requirements. The smal ler u n i t s 

do not have the oppor tun i t i es a f fo rded the l a r g e r i n s t i t u t i o n s 

t o d i v e r s i f y t h e i r lend ing operat ions and thus spread the r i s k s . 

They cannot a f f o r d t o employ the spec ia l i zed management i n 

the var ious l i n e s o f lend ing and Inves t i ng a c t i v i t y t h a t can 

be employed*by the l a rge r banks. They are not able t o o f f e r 

the v a r M y o f c r e d i t and other se rv ices , and they lack s t a b i l -

i t y and c o n t i n u i t y i n management, as compared w i t h l a rge r 

banks w i t h branches. Accord ing ly , I see i n a branch banking 

setup such as I have ou t l i ned a p r a c t i c a l and l o g i c a l so lu -

t i o n o f the problem, both from the standpoint o f p rov id ing 

needed banking serv ices f o r the pub l i c i n many communities 

and f rom the standpoint o f the i n t e r e s t o f the u n i t banks 

themselves. 

"The present branch banking laws d i sc r im ina te unf lLr ly 

aga ins t n a t i o n a l banks. While Federal law permi ts a n a t i o n a l 

bank t o have branches i n those States where State law permits 

branch banking, the Federal law requ i res the same c a p l t a l l z a -
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t l o n f o r each branch of a na t iona l bank. Most State laws 

Impose no such c a p i t a l requirements. I f both State and 

na t iona l banks were put on an equal f oo t i ng w i th respect t o 

branches and the Independent u n i t banks were protected as 

I have suggested, i t seems tome tha t I t would be I n the i n te res t 

o f a l l concerned. 

"The publ ic i n te res t and publ ic needs w i l l , I am con-

f i d e n t , determine i n the end the pat te rn tha t w i l l be f o l -

lowed. I t i s not the publ ic which has opposed branch banking. 

As Senator Glass said when the subject was being deb&ed i n 

the Senate some years ago — and he has had more l e g i s l a t i v e 

experience w i t h banking problems than any man i n publ ic l i f e 

i n our times — 

n |The plea against branch banking comes from 

bankers and not from people who tMnsac t business,not 

from people who want t o borrow money, not from people 

who want t o buy c r e d i t . I t comes from bankers who want 

t o exclude from t h e i r pecul iar communities anybody else 

who wants t o s e l l c r e d i t . 1 

nAnd you w i l l perhaps pardon me i f I r e c a l l t o your 

mind tha t the aame Senator i s the author of the statement that 

f the curse of the banking business of t h i s country i s the 

dual system.9" 

h 029 
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One l a s t excerpt from the speech, t u r n i n g t o the next 

page numbered 46, the l a s t f u l l paragraph appearing on t h a t 

page: 

t!My own approach and v iewpoint were w e l l expressed by 

an e d i t o r i a l i n the New York Times o f Ju ly 23, 1936, by 

E l l i o t t B e l l , emphasizing the f a c t t h a t 'an obvious and 

press ing need f o r fundamental banking reform s t i l l ex i s ted . 

I f the experience o f the depression years showed any th ing , 1 

t h i s e d i t o r i a l cont inued, ' i t showed the g l a r i n g weaknesses 

inherent i n a banking system which i s conducted under no less 

than f i f t y d i f f e r e n t sets o f Federal and l o c a l r egu la t i ons , 

w i t h many communities denied by law the serv ices o f banking 

i n s t i t u t i o n s equipped w i t h adequate f i n a n c i a l resources. The 

remedies f o r these weaknesses are u n i f i e d r e g u l a t i o n obtained 

through membership o f a l l banks In the Federal Reserve System 

and an extension o f the p rac t i ce o f sound branch b a n k i n g . ' " 

A Good speech. 

Q I t i s , Governor. I agree w i t h you. For once, we 

have something we can agree on. 

The p o l i c y you advocated f o r the p r o t e c t i o n o f 

u n i t banks dur ing the per iod o f t r a n s i t i o n from the present 

dual banking system to a u n i f i e d branch system would permi t 

the development o f branch systems on ly by the purchase o f 

e x i s t i n g u n i t banks w i t h ra re except ions, wou ldn ' t i t ? 

A I t h i n k t ha t i t poss ib ly would. 

I tm 
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Q And t ha t p r o t e c t i o n I s ifhat I s known as the de 

novo r u l e , l s n * t i t , Governor? 

A Yes. 

Q I s i t not a f a c t t ha t many s ta tes which penul t 

branch banking n o w h a v e o r dur ing the period involved i n 

the complaint i n t h i s proceeding, have had the de novo r u l e 

i n e f f e c t ? 

A Just what do you mean by t h a t question? 

Q Let me repeat I t , I t h i n k i t i s c lea r on i t s 

f a c ° . 3f i t i s n ' t , I w i l l t r y to c l a r i f y i t . 

I s i t not a f a c t t ha t many s ta tes which permit 

branch banking now have or dur ing the per iod invo lved i n the 

complaint i n t h i s proceeding have had the de novo r u l e i n 

e f f e c t , the r u l e which you have Just i d e n t i f i e d as the de 

novo ru le? 

A I t h i n k t h a t i s t r u e . I t h i n k i n some areas, and 

I am not f a m i l i a r , by any means, w i t h a l l o f the d i f f e r e n t 

s ta te branch banking laws, but I t h i n k i n some instances the 

r i g h t o f a branch banking o rgan iza t ion to e s t a b l i s h a de novo 

branch, t h a t i s a p r o h i b i t i o n , l e t * s put i t t h a t way, t o 

e s t a b l i s h a de novo branch, w i thou t the consent o f the l o c a l 

banks i n a g iven area i s r e l a t ed t o the popu la t ion . 

Q Without g e t t i n g too f a r i n t o the d e t a i l s o f the 

p r o h i b i t i o n , d o n f t you know i t t o be the f a c t t ha t C a l i f -

o r n i a , Oregon and Washington, three o f the s ta tes involved 

2tm 
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i n t h i s compla in t , have a l l had a de novo r u l e i n one form 

o r another i n e f f e c t dur ing e i t h e r the whole o r a subs tan t i a l 

p a r t o f the per iod invo lved i n the a l l ega t i ons o f t h i s 

complaint? 

A Ho. I am not f a m i l i a r w i t h the de novo r u l e I n 

those s t a t e s . 

Q You Just don ' t know e i t h e r way? 

A I would take i t there must be some popu la t ion 

l i m i t a t i o n the re , otherwise i f i t had requ i red the consent 

o f the banks i n the area t o e s t a b l i s h de novo branches, the 

Bank o f America could not es tab l ished many o f the de novo 

branches t h a t they have es tab l i shed . 

Q Of course, s i r , the de novo r u l e as advocated by 

you I n the speech, and as we have i d e n t i f i e d i t here I n the ' 

l a s t severa l questions and answers, d i d not invo lve a quest ion 

o f consent o f banks i n the area. I t invo lved a r u l e t h a t a 

branch banking o rgan iza t ion could not operate an a d d i t i o n a l 

branch i n a community which a l ready had a u n i t bank w i thou t 

buying a u n i t bank, d i d n ' t i t ? That i s the po in t t o which 

X am addressing the quest ion. 

A I t h i n k t h a t r e l a t e d t o s i ze o f community. 

Q No, s i r . I t d i d n ' t i n your speech and I t d i d n ' t 

i n my ques t ion . 

A I t h i n k the de novo branch r u l e does r e l a t e t o the 

slate. 

3tm 
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Q Wel l , w i thou t press ing the mat te r , s ince you have 

sa id t h a t you are not f a m i l i a r w i t h what the r u l e was i n 

those three s t a t e s , l e t me Just ask t h i s f i n a l quest ion: 

I take I t from t h a t answer t ha t you d id not regard 

i t as Important to determine the s ta tus o f a de novo r u l e 

i n the s ta tes i n quest ion p r i o r t o approving the a l l ega t i ons 

o f t h i s compla int . 

A Ho, I d o n ' t t h i n k t ha t had anyth ing t o do w i t h I t . 

Q I see, s i r . Now, I s n ' t i t a lso the f a c t t ha t 

the McFadden Act o f 1927 contained a de novo p rov i s i on as 

to n a t i o n a l banks u n t i l i t was superseded by an amendment 

i n 1935? 

A You mean p r o h i b i t i n g the n a t i o n a l banks from the 

establ ishment o f branches? 

Q Without buying an e x i s t i n g bank, yes, s i * 

A I don ' t remember i t . 

Q A l l r i g h t . Now, the de novo r u l e does operate t o 

the b e n e f i t o f stockholders o f u n i t banks, doesn ' t I t ? 

A Yes. 

Q Aid i t provides them w i t h a market f o r t h e i r s tock , 

which would not otherwise e x i s t . 

A That i s c o r r e c t . I t p ro tec ts them. 

Q Yes. As a mat ter o f f a c t , the branch banking 

systems, themselves, w i t h or w i thou t the de novo r u l e , 

provide a market f o r u n i t bank stocks which do not otherwise 

4tm 
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e x i s t , don ' t they? 

A W i l l you repeat t h a t question? 

Q I say the branch banking systems, themselves, w i t h 

o r w i thou t a de novo r u l e , prov ide a market f o r u n i t bank 

stocks which would not otherwise ex is t? 

A That i s c o r r e c t . 

Q That i s one o f the po in t s you made i n t h i s speech 

t h a t I Just read. 

A That i s one o f the po in ts I made. 

Q That i s a p r e t t y important po in t i n the economy 

o f banking, i s n ' t i t , Governor? 

A I t seems t o me t h a t t h a t speech I made t h a t you 

Just read, and which I agreed t o then and I s t i l l f avor - -

I mean I am s t i l l i n f u l l accord w i t h what was sa id then 

and I was on ly expressing a view a t t h a t t ime t h a t I had had 

f o r nea r l y 20 years before t h a t t ime. Everyone knows t h a t 

I have been a pub l i c advocate long before I came t o Washington 

and long a f t e r I came t o Washington o f l i m i t e d branch 

banking. 

Q I s n ' t i t a f a c t , Governor, t h a t no branch banking 

system has been created or can be created and developed I n 

the manner you have approved w i thou t purchasing u n i t banks? 

A Wei l , I t can only over a per iod o f t ime . I t 

cou ldn ' t be done, c e r t a i n l y , very r a p i d l y . 

Q Do you know o f any i n ex is tence, s i r , t h a t have 

5tm 
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been created w i thou t purchasing u n i t banks and developed t o 

t h e i r present size? 

A I t h i n k they have been developed I n bo th a com-

b i n a t i o n o f purchasing u n i t banks and then g e t t i n g those 

banks branched as w e l l as e s t a b l i s h i n g de novo branches, 

where i t was — where they were permi t ted , author ized to do 

so. I t h i n k i t has been a combinat ion. 

Q Yes. 

A Both i n the case o f Transamerica as w e l l as I n 

the case o f the F i r s t Secur i t y and i n the case o f o ther 

organ izat ions t h a t own branch banking opera t ions. I n the 

case o f the Arizona bank, r e f e r r e d t o yesterday, t h a t , o f 

course, i s an o rgan iza t ion , and I t does not have a ho ld ing 

company, where I f i t was going t o purchase the stock o f 

another bank, i t would have t o get the consent o f the — 

being a n a t i o n a l bank, o f the Comptro l ler o f the Currency 

to branch t h a t bank, o therwise, i t c o u l d n ' t purchase i t . 

Q I t , o f course, could purchase the assets o f e x i s t -

i ng banks w i thou t g e t t i n g the consent o f anybody, cou ldn ' t 

i t ? 

A I t could purchase the assets and assume the 

l i a b i l i t i e s and close the bank on l y , e l im ina te the bank. I t 

could do t h a t . 

Q Yes. Now, Governor, e s s e n t i a l l y your proposal 

i n the speech I read, t ha t de novo branches not be permi t ted 

6tm 
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except i n unusual cases i s designed t o p ro tec t the u n i t 

banks from e f f e c t i v e compet i t ion by the branch bank, I s n ' t 

i t ? 

A Wel l , i t was designed t o prevent — l e t me put i t 

t h i s way: I was t a l k i n g t o a group o f bankers and I , o f 

course, knew t h a t the oppos i t i on o f the u n i t commissioners 

to branch banking was very s t rong and t h a t c e r t a i n l y un less 

the u n i t banks were f u l l y p ro tec ted , they c e r t a i n l y would 

have a very j u s t i f i a b l e and s t rong case against the branch 

banking development. 

Q I say, s i r , the purpose o f t h a t proposal , a l b e i t 

made f o r the purpose o f s a t i s f y i n g the u n i t bankers and 

winning t h e i r suppor t , the purpose o f i t was t o p ro tec t the 

u n i t banks from compet i t ion by the branch banks, wasn ' t i t , 

t h a t be ing something t ha t you thought necessary t o win t h e i r 

support? 

A I t h i n k t h a t c e r t a i n l y would have, I t would have 

t h a t e f f e c t , 

Q Yes. And you f e e l t h a t the u n i t banks need t h a t 

p r o t e c t i o n from compet i t ion I f they are t o s tay i n business, 

don ' t you? 

A I c e r t a i n l y do. 

Q And you know t h a t the u n i t bankers f o r years have 

urged such p r o t e c t i o n under law, haven ' t they? 

A That i s co r rec t „ 
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boon 
Q And I t has one o f the pr imary funct ions o f 

the Independent Bankers Assoc ia t ion, so -ca l l ed , tha t have 

sprung up, i s n ' t i t ? 

A Wel l , there are two independent hankers assoc ia t ions, 

as I understand i t , and the reasons t ha t they have sprung up, 

I don ' t know. 

Q Hasn' t t ha t been one o f the p r i n c i p a l causes they 

have espoused i n t h e i r arguments? 

A That i s one of the p r i n c i p a l causes they have 

espoused. 

Q And tha t I s the r e a l purpose o f t h i s proceeding, 

i s n ' t i t , Governor? 

A I s to do what? 

Q l b t o p ro tec t the u n i t bankers from the compet i t ion 

o f the branch banks? 

A What proceeding? 

Q This proceeding tha t we are t r y i n g here now? 

A The purpose of t h i s proceeding — 

Q Can' t you answer tha t yes o r not and then make 

your exp lanat ion, s i r ? 

A No, I can answer i t b e t t e r i n t h i s way: The 

purpose o f the proceeding i s to determine, as I s ta ted 

yesterday, whether more or less an unbr id led growth, such 

as has taken place i n the banks o f Transamerica, was I n 

v i o l a t i o n o f the Clayton Act,, 
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Q And you and th® Board have al leged tha t i t I s . 

A Wel l , tha t i s r i g h t . As I understand the provis ions 

of the Clayton Act , they are tha t the lessening o f com-

p e t i t i o n — 

Q Please, Governor, I d i d n ' t ask you about the 

provis ions o f the Clayton Act , and we went i n t o tha t yes-

terday a t some length . I t h i nk you have answered tha t 
you 

question and tha t i s a purpose o f which approve. as I 

understand i t . 

A That I s co r rec t . 

MR. STEWART: I f the hearing o f f i c e r please, tha t 

ends t h i s p a r t i c u l a r l i n e of questions, and I bel ieve i f 

I went beyond i t i n t o the next , I would transgress the hour" 

tha t the hearing o f f i c e r ind icated he wished me to regard 

as a stopping p o i n t . 

THE HEARING OFFICER: Nay I thank the counsel 

f o r h is considerat ion. 

The hearing w i l l be recessed u n t i l 10:30 tomorrow 

morning. 

(Whereupon, a t 3:45 o ' c lock p.m., the hearing was 

recessed, to reconvene at 10:30 o ' c lock a.m., the fo l low ing 

day, Fr iday, February 11, 1949.) 
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