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UNITED STATES <F AMERICA 

BEFORE 

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 

IN THE MATTER OF 

TRANSAMERICA CORPORATION 

Room 1202, 
Federal Reserve Board B u i l d i n g , 
Washington 25, D* C*, 
Tuesday, February 15> 19*9• 

The a b o v e - e n t i t l e d matter came on f o r f u r t h e r hear 

i n g pursuant t o adjournment a t 10:30 o*c lock a . m. 

BEFORE: 

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

APPEARANCES: 

J , LEONARD TOWNSEND, S o l i c i t o r , Board o f 
Governors o f the Federal Reserve 
System, Washington, D* C . , ati 

G. 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 B. STEWART, JR. , and 
HUGO A. STEINMEYER, 300Wbntgomery S t r e e t , San 

Franc isco , C a l i f o r n i a , appearing 
on beha l f o f Transamerlca Corpor 
a t i o n . 
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THE HEARING OFFICER: THe hear ing w i l l come t o 

o r d e r , p lease. 

MR, TOWNSEND: Mr. Smith, w i l l you take the s tand, 

f |p lease? 

JAMES C. SMITH 

hav ing been he re to fo re c a l l e d as a wi tness on beha l f o f the 

Federal Reserve Board, and having been p rev ious l y du ly sworn, 

was r e c a l l e d 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 : 

DIRECT EXAMINATION (Cont inued) 

BY MR, TOWNSEND: 

Q Mr. Smith, when we l e f t o f f w i t h your test imony l a s t 

i week, we l e f t o f f a t the po in t where you were t e l l i n g us 

> c e r t a i n f a c t s concerning your examinat ion o f the business 

t I o f Transamerlca Corpora t ion i n 19*3 and i n t h a t connect ion you 

ere d i scuss ing the a c q u i s i t i o n by Transamerlca Corpora t ion 

* o f the s tock o f the Temple C i t y Na t i ona l Bank, I be l i eve we 

£ had f i n i s h e d i n t r o d u c e i n t o the record such excerpts f rom 

* l e t t e r s and Meters r e l a t i v e t o t h a t a c q u i s i t i o n which concerned 

& the p a r t i c i p a t i o n o f o f f i c e r s or employees of the Bank o f 

* America N. T . and S. A , j i s t h a t r i g h t ? 

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

Q Resuming on the Temple C i t y a c q u i s i t i o n , Mr. Smith, 

* jtild your examinat ion o f the records o f Transamerlca d isc lose 

3 jrhen the s tock o f the Temple C i t y was acqui red by Transamerlca 
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C o r p o r a t i o n ? 

A Yes, s i r . 

Q W i l l you s t a t e f o r t h e r e c o r d what you r examina t i on 

d i s c l o s e d i n t h a t r espec t? 

A The books o f account o f Transamer lca C o r p o r a t i o n 

and r e l a t e d recordL i n d i c a t e d t h a t t h e r e are two major — 

(D i scuss ion o f f t h e r e c o r d . ) 

BY MR. TOWNSEND* 

Q You made t r a n s c r i p t s , d i d you , f rom the reco rds o f 

Transamer lca? 

A That i s r i g h t o 

Q From what records d i d you take t h e t r a n s c r i p t f rom 

wh ich you a re about t o read? 

A Prom Transamerlca C o r p o r a t i o n investment l e d g e r . 

Q W i l l you s t a t e f o r t he r e c o r d what those records 

show? 

A I t shows t h e r e were two major a c q u i s i t i o n s o f s tock 

MR. STEWART % I o b j e c t t o t he c h a r a c t e r i z a t i o n 

o f " m a j o r , * s i r . 

THE WITNESS i I t h i n k t h a t w i l l be devdoped. 

MR* 3TEWART: Then, develop i t f a c t u a l l y . There 

were two a c q u i s i t i o n s . 

May the word "ma jo r " be s t r i c k e n , s i r ? 

THE HEARING OFFICER: W i l l you read the q u e s t i o n , 

p lease? 
(Ques t ion r ead#) 
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MR* STEWART: I move t o s t r i k e the word "ma jo r " . 

THE HEARING OFFICER: S t r i k e the word "ma jo r " , then . 

THE WITNESS: At t h i s p o i n t I might make I t more 

c l e a r and s t a t e t h a t there were ou ts tand ing I n the Temple C i t y 

l a t i o n a l Bank 250 shares of common s tock and 200 shares o f 

p r e f e r r e d s tock . On May 16, 1941* Transamerlca records 

i n d i c a t e d t h a t 100 shares o f common s tock and 40 shares o f 

p re fe r r ed s tock were bought f rom one J . M. D u v a l l . 

Another en t r y on June 17, 1941, descr ibed the pu r -

chase o f 133 shares o f common s tock and 160 shares of p re -

f e r r e d s tock from a group of s tockho lders who entered i n t o 

a Jo in t o f f e r i n g o f the s tock . 

BY MR. TOWNSEND: 

Q Do your notes show the p r i c e per share pa id f o r 

the two separate purchases, Mr. Smith? 

A Yes, s i r , 

Q W i l l you s t a t e f o r the record what your notes show 

i n t h a t respect? 

A I n both instances the p r e f e r r e d s tock was set up 

a t $62.50 per share. The common stock i n the case o f the ac-

q u i s i t i o n f rom Mr. Duva l l was a t $180 per share and the ac-

q u i s i t i o n f rom the other s tockholders o f the 133 shares o f 

common s tock averaged about $301 per share„ 

Q Did you g ive the dates t o show the t imes a t which 

the two a c q u i s i t i o n s were made? 
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A I d i d , yes . The f i r s t was i n May, May 16, 19*1, 

and the second June 17, 19*1. 

Q Was t he re a commission pa id on the a c q u i s i t i o n o f 

the Temple C i t y s tock? 

A Yes, t he re was a commission pa id t o Nelson, Douglass 

& Company t 

Q Do your notes show whether , subsequent t o the a c q u i s i -

t i o n of t he shares o f the Temple C i t y , va r i ous o f the shares so 

acqu i red were t r a n s f e r r e d t o d i r e c t o r s ? 

A Yes, thse were 50 shares so ld t o d i r e c t o r s . 

Q At what t ime? 

A On June 17, 19*1 • 

Q I n connect ion w i t h the shares t o d i r e c t o r s , a t 

what p r i c e were the shares so ld t o the d i r e c t o r s ? 

A At $50 per share. 

Q I s i t f i f t y a t one hundred f i f t y d o l l a r s ? 

A I beg your pardon, 50 a t $150. 

Q How many d i r e c t o r s were those shares so ld t o? 

A There were f i v e d i r e c t o r s , each o f whom acqu i red 

10 shares . 

Q I n connect ion w i t h the a c q u i s i t i o n by the d i r e c t o r s , 

was t h e r e an o p t i o n t o purchase g i ven Transamerica? 

A Yes, s i r * I have a memorandum t h a t each d i r e c t o r 

executed an agreement w i t h Transamerica, g i v i n g i t an o p t i o n 

t o repurchase the s tocka t the d i r e c t o r ^ purchase c o s t , p lus 
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5 per cent i n t e r e s t . 

Q, Fo l low ing the a c q u i s i t i o n o f the Temple C i t y , I 

w i l l ask you whether an o f f i c e r or former o f f i c e r o f Bank o f 

America became i d e n t i f i e d w i t h t h a t i n s t i t u t i o n . 

MR. STEWART: I f he knows. 

THE WITNESS: One of the d i r e c t o r s who purchased 

the s tock t o q u a l i f y as a d i r e c t o r was a Mr. 0 . Lumsdon, 

who* I understand, became an o f f i c e r of t h a t bank about t h a t 

t ime . 

MR. STEWART: O f f i c e r o f what branch? 

THE WITNESS: Temple C i t y Na t i ona l Bank. 

BY MR. TOWNSEND: 

Q Turn ing your a t t e n t i o n now t o the a c q u i s i t i o n by 

Transamerica o f the s tock o f the Cen t ra l Bank o f Oakland, Mr. 

Smith, I w i l l ask you whether, i n connect ion w i t h your 

i n v e s t i g a t i o n i n 19^3* you examined the records o f Trans-

america I n connect ion w i t h t h a t a c q u i s i t i o n ? 

A Yes, s i r . 

Q What records d id you examine i n t h a t connect ion? 

A I n t h a t connect ion, I examined the records o f the 

s tock purchases, as shown i n the Transamerica Corpora t ion 

investment ledger and, a l so , correspondence i n o ther documents 

which were submit ted t o me at my request i n connect ion w i t h 

t h a t a c q u i s i t i o n , a t the o f f i c e of Transamerica Corpora t ion . 

Q W i l l you s ta te f o r the record what your notes show 
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) jas t o t he t ime which was covered by the a c q u i s i t i o n o f the 

s tock o f t he Cen t ra l Bank? 

s MR. STEWART: Now, i f the Hear ing O f f i c e r p lease , I 

ob jec t t o t h a t ques t i on as improper i n fo rm. I f the w i tness i s 

5 go ing t o g i ve tes t imony as t o what h i s notes show, the proper 

• way o f do ing i t I s t o produce the notes and l e t them be examined 

7 and l e t them be marked. I f he i s t e s t i f y i n g f rom r e c o l l e c t i o n , 

a then , I am e n t i t l e d t o see what i t i s t h a t he i s us ing t o r e -

9 f r e s h h i s r e c o l l e c t i o n . What he i s p u r p o r t i n g t o do i s t o 

10 g i ve test imony, du r i ng which he i s read ing f rom a sheaf o f 

n papers I haven9 t seen, which have no t been i d e n t i f i e d and 

12 we have no assurance as to what they a r e . 

\s MR. TOWNSEND: Mr. Hear ing O f f i c e r , t h i s w i tness 

u has t e s t i f i e d t h a t he i s one who p a r t i c i p a t e d i n an 

ss examinat ion o f Transamerlca Corpora t ion i n 19*3- I n t h a t 

16 | connec t i on , he examined books and records o f Transamerlca 

I? t h a t he was t he re g i ven access t o , t h a t he made t r a n s c r i p t s 

is I o f those records f ronwh ich he i s now g i v i n g h i s tes t imony i n 

19 'I c h i e f . The records t h a t he i s t a l k i n g about are a l l records 

20 which are i n the f i l e s o f Transamerlca Corpora t ion and the 

2] t r u t h or accuracy o f Mr. Smithes statements may, t h e r e f o r e , 

22 be conven ien t l y checked by Mr. Stewart w i t h o u t g rea t d i f f i c u l t y . 

23 MR. STEWART: Of course, s i r , I can check the 

24 statement o f Mr. Townsend, hav ing a memorandum he prepared 
i 

25 | making the a l l e g a t i o n s . What I o b j e c t t o i s the pretense o f 
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test imony here, when I t i s noth ing but reading some memorandum 

prepared f o r the purpose i n t o the record, and, as I looked 

over Mr. Smithes previous test imony l a s t n igh t i n the t r a n -

s c r i p t , i t i s apparent t ha t I t i s going tocreate a most mis-

lead ing impression on the record unless we s t r a i gh ten i t out 

a t t h i s t ime . 

A l l I am asking i s t h i s : t h a t i t be made t o appear 

c l e a r l y what i t i s the witness i s t e s t i f y i n g about . I f a l l 

he I s doing i s reading papers, then, we ought t o have the 

papers marked and know what they a re . I f he i s t e s t i f y i n g 

from r e c o l l e c t i o n , w i thout reading papers, then he shouldn*t 

have t h i s f i l e of papers i n f r o n t of him w i t h h i s eyes on them 

constants, as he t e s t i f i e s . 
a 

MR. TOWNSEND: I t I s / p e r f e c t l y normal type of 

test imony g iven many, many t imes i n cour ts under s i m i l a r 

circumstances under s i m i l a r s ta tes of f a c t . 

MR.STEWART: I have never seen the witness doing 

i t w i thou t showing the papers t o opposing counsel . 

MR. TOWNSEND: I have no ob jec t i on t o your examin-

i ng the papers, Mr. Stewart , no ob jec t i on whatever. Mr. 

Smith w i l l take out from the f i l e each and every one of the 

papers f rom which he i s t e s t i f y i n g and set them on the t a b l e . 

I am p e r f e c t l y w i l l i n g tha t you should have access t o them. 

THE HEARING OFFICER: Mr. Stewart , the witness i s 

t e s t i f y i n g t o what he saw a t the t ime o f regu la r r ou t i ne ex-

qsc8 
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am ina t i on o f Transamerlca*s r e c o r d s . Since the answer i t s e l f 

t h a t he g i ves can be checked by the access t o f i l e s o f Trans-

amerlca* the statements he i s making i n h i s capac i t y as an 

examiner w i l l be admi t ted as evidence* and w i l l be checked 

as t o t h e i r accuracy a t the proper t ime and proper p l a c e . 

MR. STEllARTr I f the Hear ing O f f i c e r p lease , 

be fo re we leave the p o i n t , I should l i k e t o make one a d d i t i o n a l 

o b j e c t i o n t o t h i s l i n e o f tes t imony* and t h a t i s t h a t we have 

here evidence which I s obta ined* apparen t l y w i t h a concea l -

ment o f the purpose f o r which i t was used. Apparent ly t h i s 

w i tness went i n t o make what the Hear ing O f f i c e r has p r o p e r l y 

r e f e r r e d t o as a r o u t i n e examinat ion o f the c o r p o r a t i o n * I t 

a l s o i s apparent t h a t the i n f o r m a t i o n was assembled and then 

reworked f o r the purpose o f c o n t i n u i t y evidence i n support 

o f a charge o f t h i s Board which was not d i sc l osed t o the 

c o r p o r a t i o n a t the t ime t h a t the examinat ion was made. Tha t , 

i t se«§ms t o me* s i r * i s an improper use o f evidence* i l l e g a l l y 

obta ined* and I ob jec t t o i t s i n t r o d u c t i o n on t h a t ground. 

MR.TOWNSEND: Of course, Mr . Hear ing O f f i c e r * I 

have t o make a statement i n r e p l y t o t h a t on the r e c o r d . 

Mr. Smith has t e s t i f i e d t h a t he was employed i n the r e g u l a r 

examinat ion o f Transamerlca Corpora t ion i n 19^3• 1 take i t 

t he re i s no ques t i on but t h a t under the s t a t u t e the Board has 

the power o f v i s i t a t i o n o f Transamerlca Corpora t ion and t h a t 

i n the exerc i se of t h a t power the Board was p e r f e c t l y e n t i t l e d 
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t o examine i n t o each and a l l o f the a f f a i r e o f Transamerica 

which the Board considered re l evan t t o the Job o f doing i t s 

duty under the s t a t u t e . 

Furthermore, i n these p a r t i c u l a r ins tances , the s t a t u t e 

s p e c i f i c a l l y prov ides t h a t the examinat ion by the Board s h a l l 

be of such a nature as t o d i sc lose f u l l y the r e l a t i o n s between 

the h o l d i n g company a f f i l i a t e and each o f i t s subs id ia ry o r -

gan iza t ions , i n c l u d i n g banks. There fo re , any suggest ion by Mr. 

Stewart t h a t the examinat ion by t h i s wi tness or o f the exam-

i n e r s by the Board i n the 1943 examinat ion was f o r an improper 
improper 

purpose or had an /ob jec t and improper view i s f a r f rom 

borne out by the f a c t s i n t h i s r e c o r d . 

MR. STEWART: Mr. Townsend has i n d i c a t e d the very 

p o i n t s I am t a l k i n g about i n my o b j e c t i o n . The Board does 

have a v i s i t a t i o n power i n pursuance o f i t s du t i es under the 

banking power and Federal Reserve A c t . There i s no v i s i t a -

t i o n power under the Clayton A c t , even i f the Board has any 

power under the Clayton Act which I don*t deny t h a t i t has. 

The use o f evidence obta ined i n t h a t manner f o r the purpose 

o f e n f o r c i n g a penal p r o v i s i o n — and i t I s penal when the 

Board i s seeking the divestment o f s t ock , the d e p r i v a t i o n 

o f p rope r t y under the Clayton A c t ^ l s , I submit , an i l l e g a l 

usecf evidence i l l e g a l l y ob ta ined. 

THE HEARING OFFICER: On the bas is o f my former 

s ta tement , the o b j e c t i o n i s o v e r r u l e d . 
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BY MR. TOWNSEND1 

2 Q Mr. Smi th , as we go a l o n g on t h i s examina t i on , I w i l l 

suggest t h a t you remove f rom your f i l e each o f t he documents 

<< t o wh ich you r e f e r i n g i v i n g you r answers and s e t them on t he 

3 t a b l e , so t h a t Mr . S tewar t and h i s a s s o c i a t e may have an op-

; p o r t u n i t y t o examine them. 

/ Resuming your examina t ion on t h e q u e s t i o n o f t h e ac~ 

s q u i s i t i o n o f t he C e n t r a l Bank, I w i l l ask you t o s t a t e f o r the 

9 r e c o r d d u r i n g what p e r i o d o f t ime t he a c q u i s i t i o n o f the 

10 s tock o f t h e C e n t r a l Bank tookp lace? 

11 A P r i o r t o 1936 Transamer lca C o r p o r a t i o n or one o f 

12 i t s s u b s i d i a r i e s had a sma l l s t o c k i n t e r e s t i n t h a t bank. 

»3 Q Do your no tes show how much t h a t i n t e r e s t was? 

14 ]i A Yes, s i r , 598 shares . 

15 Q How many shares were o u t s t a n d i n g I n t he bank? 

16 4 20,000 sha res . 

17 Q Very good, s i r . Now, w i l l you resume your answer? 

is A I t h i n k t he answer I j u s t gave o f 20,000 shares 

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

20 Q I f you don* t have I t r e a d i l y a t hand, we can s k i p 

21 t h a t f o r t he moment. Oo r i g h t ahead w i t h t he answer t o the 

q u e s t i o n . 

23 A I n 1936 t h e r e were numerous s tock a c q u i s i t i o n s 

24 b e g i n n i n g w i t h the f i r s t one recorded i n t h e l edge r as o f June 

25 30, 1936, amount ing t o 233* shares . 

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 

959 

Q Do your notes d i sc lose a t what p r i c e they were set 

up on the books of Transamerlca Corporat ion? 

A Yes, s i r . That was a combinat ion o f one a c q u i s i t i o n 

o f 2B1* dhares a t $117*50 per share and another a c q u i s i t i o n 

o f shares a t $117 per share. 

Q And t h a t was on June 30, 1936? 

A Co r rec t . 

Q Then, when, t h e r e a f t e r , d i d the Transamerlc records 

d i sc l ose the a c q u i s i t i o n o f a d d i t i o n a l shares? 

MR. STEKART: Mr. Hear ing O f f i c e r , I assume t h a t 

w i thou t i n t e r r u p t i n g each t ime , Inay have an except ion t o t h i s 

e n t i r e l i n e o f quest ions f o r the reasons p rev ious l y s t a t ed . 

THE HEARING OFFICER: Yes. 

THE WITNESS: I n June and Ju ly o r , r a t h e r , I n July 

5 and August, p a r t i c u l a r l y , o f t h a t year the re were severa l 

* miscel laneous a c q u i s i t i o n s t o t a l l i n g around 1800 shares, 

f which were acqui red a t $450 per share. 

(D iscuss ion o f f the r e c o r d . ) 

BY MR. TOWNSEND: 

Q D i r e c t i n g your a t t e n t i o n t o the month o f December, 

1936, I w i l l ask you whether your notes show any a c q u i s i t i o n s 

i n t h a t month, and between t h a t month and March o f 1937• 

A There were severa l a c q u i s i t i o n s o f s tock I n the per -

i od beg inn ing December 17* 1936, which, however, were recorded 

I n the note account o f one Kernan Robson. 

asc l 2 
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MR. STEWART: I move t o s t r i k e t h a t out* i f the 

Hear ing O f f i c e r p lease . I t i s unresponsive t o the q ues t i on . 

There were a c q u i s i t i o n s o f Transamerlca Corpora t ion and the 

w i tness g ives an answer about some a c q u i s i t i o n s by Kernan 

Robson. 

MR. TOWNSEND: I w i l l connect i t up i n a few min-

u t e s . 

MR. STEWART: I t should be connected up be fo re on 

t h a t k i n d o f t es t imohy . 

THE HEARING OFFICER: Proceed. 

BY M R. TOWNSEND: 

Q F i r s t , Mr. Smith* t e l l us about the note account t o 

which you have r e f e r r e d . Where i s t h a t account mainta ined? 

A That account , a l s o , I s main ta ined a t Transamerlca 

Corpo ra t i on and was c a r r i e d a t t h a t t ime on the books o f one 

o f i t s s u b s i d i a r i e s , Tranamerica Serv ice Co rpo ra t i on . 

Q And the account t o which you r e f e r r e d , i s i t not the 

account o f Kernan Robson? 

A C o r r e c t . 

Q When i s the f i r s t e n t r y i n thsfc account , Mr. Smith? 

A The f i r s t e n t r y o f r eco rd I s dated December 17* 1936, 

Q And ovdr what pe r i od o f t ime are o the r n o t a t i o n s 

thereon? 

A They run th rough March 8, 1937• 

Q Does the note account demonstrate the use t o which 
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the money, which was be ing advanced by Transamerica s e r v i c e 

was be ing put? 

n A Yes, s i r . That money was be ing used t o acqu i re 

s tock o f the Cen t ra l Bank o f Oakland. 

Q And how many shares were acqui red I n t h a t manner? 

A 7,019 shares. 

Q At what t o t a l advancement by Transamerica Corpora-

t i o n ? 

A Approximately $2,800,000. 

MR. STEWART : I would l i k e t o see the papers from 

which the wi tness has Just read the l a s t severa l answers. 

Where are the e n t r i e s t h a t you read there? 

THE WITNESS: Here i s a record o f the notes o f Kernan 

Robson beg inn ing w i t h the f i r s t da te , December 17, 1936, and 

i n d i c a t i n g the note numbers and s tock de l i ve red i n connect ion 

t h e r e w i t h as c o l l a t e r a l . 

MR, STEWART : And where I n the record t h a t y>u examined 

d i d you f i n d the i n d i c a t i o n t h a t the proceeds o f these notes 

were used t o purchase Cent ra l Bank o f Oakland stock? I s 

the re any th ing i n the account t h a t says t h a t or i s t h a t Just 

your i n fe rence f rom the f a c t t h a t i t was d e l i v e r e d as s e c u r i t y ? 

THE WITNESS: No, s i r , t he re i s an o p t i o n agreement 

which I have on my papers which descr ibed the reasons f o r 

these a c q u i s i t i o n s . 

MR. STEWART: I would l i k e t h a t produced, p lease. 
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1 | MR. TOWHSEND: It wi l l be produced and put in the 

2 record. I f the Hearing Officer please, I suggest that, in 

2 conformity with your previous ruling, that I be allowed to 

' proceed with this witness and demonstrate in its entirety the 

s relation of each and every one of these acquisitions to the 

••• over-all program and Mr. Stewart can cross examine in due 

"/ course over the entire proceeding. 

8 THE HEARING OFFICER: The witness may proceed, 

9 Mr. Stewart, and you can cross examine the witness. 

10 MR. STEWART: At the moment, i t is only that I am 

n trying to see in thepapore,what they say what he says they 

32 say and i t is very diff icult to understand from the papers I 

33 have examined. 

14 THE HEARING OFFICER: We want you to have fu l l and 

15 complete information at a l l times. 

u MR. STEWART: I am not getting i t , s i r . 

17 MR. TOWNSEND: What was the list question I had, 

58 please? 

,9 (Question read by the reporter.) 

20 BY MR. TOWNSEND: 

21 Q And the total number of shares covered by those 

22 advancements amounted to 7*019 shares? 

23 A That is right. 

24 Q And that was at an average cost of $400 a share; 
25 is that right? 
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A Cor rec t , yes* s i r . 

Q Do your papers con ta in an o p t i o n agreement cover ing 

the shares covered by the note account o f Mr. Robson? 

A Yes* s i r , they do. 

Q W i l l you produce tha t , p l ease? The paper t h a t you 

have handed me con ta ins , am«ng o ther t h i n g s , the copy o f the 

o p t i o n agreement} I s t h a t r i g h t ? 

A Yes, s i r . 

MR. TOWNSEND: I show Mr. Stewart th© copy o f the 

agreement. 

(Document handed t o Mr . S t e w a r t . ) 

BY MR. TOWNSEND: 

Q Now, before I ask you t o read the o p t i o n i n t o 

the reco rd , Mr . Smith, I w i l l ask you i f , i n connect ion w i t h 

the same a c q u i s i t i o n by Mr. Robson, there was an agreement 

entered i n t o between Mr. Robson and the Transamerlca Corpora-

t i o n . 

A No, s i r . That agreement was not between Transamer-

l c a Corpora t ion and Mr. Robson* i f you have re fe rence t o 

an agreement between Mr. Robson and the s tockho lders 

rep resen ta t i ves who made the sa le o f the s t o c k . 

Q That i s r i g h t . Do you have a copy <f t h a t agreement 

i n your possession? 

A Yes, s i r , I do. 

Q W i l l you produce i t , please? 
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MR. TOWNSEND: I show tha t document t o Mr. Stewart . 

(Document handed t o Mr. Stewar t . ) 

! BY MR. TOWNSEND: 
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Q Mr, Smi th , I am ask ing you t o read i n t o the reco rd , 

p l ease , yeur t r a n s c r i p t i o n o f the document which you have 

l a s t i d e n t i f i e d , wh ich , as I see, bears the date December 3 , 

1936. 

A " I n c o n s i d e r a t i o n o f the sum o f $10 i n hand pa id 

by I r a Abraham, C r e l i n F i t z g e r a l d and James K. M o f f i t t as 

the r ep resen ta t i ves of c e r t a i n ho lde rs o f the common s tock 

o f Cen t ra l Bank o f Oakland, Oakland, C a l i f o r n i a , r e c e i p t 

whereof i s hereby acknowledged, the unders igned, Kernan 

Robson, hereby agrees w i t h sa id r e p r e s e n t a t i v e s and a l l 

ho lde rs o f sa id common s tock o f sa i d Cen t ra l Bank o f Oakland 

as f o l l o w s : 

t ! l . To purchase and pay f o r , a t the p r i c e o f $400 

per share, on tender o f the endorsers , a l l shares o f the 

common s tock o f sa id Cen t ra l Bank o f Oakland tendered t o him 

a t the Bank o f America, No. 1 Powel l S t r e e t , San F ranc i sco , 

C a l i f o r n i a , or a t the Bank o f America, 12th and Broadway, 

Oakland, C a l i f o r n i a , w i t h i n a p e r i o d o f t h ree months f rom and 

a f t e r the date t h a t sa id Kernan Robson i s n o t i f i e d i n 

w r i t i n g by the p res iden t o r a v i c e p res iden t and the cash ie r 

o f sa i d Cen t ra l Bank o f Oakland t h a t a l l c e r t i f i c a t e s o f 

such common s tock ,wh ich have been endorsed as f o l l o w s : 1 The 

s tock evidenced by t h i s c e r t i f i c a t e i s sub jec t to the terms, 

covenants and r e s t r i c t i o n s o f a ce r tdn agreement dated J u l y 

22, 1936, between c e r t a i n shareholders o f Cen t ra l Bank of 
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Oakland, and the s tock evidenced by t h i s c e r t i f i c a t e cannot 

be so l d except as t h e r e i n p rov ided . A copy o f sa id agreement 

i s lodged w i t h the Bank and i s a v a i l a b l e f o r the i n s p e c t i o n 

o f any i n t e r e s t e d p a r t y 1 — can be s o l d t o him under the 

terms o f t h i s agreement and t h a t the same w i l l be du l y and 

r e g u l a r l y t r a n s f e r r e d upon the s tock books o f sa i d C e n t r a l Bank 

o f Oakland, f r e e and c l e a r o f any r e s t r i c t i o n s whatsoever, 

i f purchased by sa id Kernan Rebsen under the terms hereo f 

when presented by him or h i s d u l y au tho r i zed agent p r o p e r l y 

endorsed by the record ho lde r t h e r e o f . 

"2 . A l l s tock t r a n s f e r taxes are t o be pa id by the 

unders igned, Kernan Robsen 

"3 . Th is agreement s h a l l f i p s o f a c t o , end and te rm ina te 

un less the w r i t t e n n o t i c e i n Paragraph 1 p rov ided s h a l l be 

d e l i v e r e d f o r sa id Kernan Robson not l a t e r than 12 o ' c l o c k 

on December 10, 1936, a t the second f l o o r a t No. 1 Powel l 

S t r e e t i n the C i t y and County o f San F ranc i sco , S ta te o f 

C a l i f o r n i a . 

"4 Th is agreement s h a l l , l i k e w i s e , ipso f a c t o , t e r m i n a t e 

unless a t l e a s t one thousand f i v e hundred sharesof common s tock 

o f s a i d bank s h a l l be tendered t o sa id Kernan Robson f o r sa le 

under the p r o v i s i o n s hereof on or be fore December 15, 1936. 

f l5. Th is agreement i s made f o r the b e n e f i t o f a l l ho lders 

o f common shares o f sa id bank. 

n The unders igned agrees t o purchase a t sa i d p r i c e a l l aha 
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which may be tendered t o him hereunder . I t i s in tended 

hereby t o g ran t t o a l l o f sa id ho lders o f the common stock an 

I r r e v o c a b l e o p t i o n , sub jec t t o the terms h e r e o f , t o s e l l t h e i r 

s tock t o t h e undersigned as h e r e i n p rov ided . 

"Signed, Kernan Robson.11 

And added a t the f o o t o f the agreement i s another pa ra -

graph as f o l l o w s : 

" P u l l performance o f a l l the terms, covenants and 

cond i t i ons hereof by Kernan Robson t o be per formed, i s hereby 

guaranteed by the Undersigned, Transamerica Corpo ra t i on , a 

Delaware c o r p o r a t i o n , t h i s t h i r d day o f December, 1936. 

"Signed, Transamerica Co rpo ra t i on ; by A. P. G l a n n i n l and 

W. L . Andrews, a s s i s t a n t s e c r e t a r y . " 

Q I show you the document which you f i r s t i d e n t i f i e d , 

Mr. Smi th , as be ing the o p t i o n agreement, and I ask you t o 

read t h a t i n t o the reco rd , p lease . 

MR. STEWART: Mr, Hear ing O f f i c e r , be fo re the wi tness 

reads t h i s document I would l i k e t o make a suggest ion wh ich , 

i t seems t o me, would not on l y make f o r accuracy i n t h i s 

reoo rd , but a l so shor ten i t . 

When Mr. Smith waa on the s tand the l a s t t i m e , he read 

f o r more than h a l f a day copies o f papers and excerp ts f rom 

papers which he sa id he took f rom Transamerica f i l e s . 

He now appears t o be about t o embark upon the same p r o -

cedure f o r I don* t know how much l o n g e r . 
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I would l i k e t o make t h i s sugges t ion : That i f counsel 
! 

I w i l l hand me, o r read i n t o the r e c o r d , a l i s t o f the papers 
\ 

\ f rom Transamerlca f l i e s which he t h i n k s i s impor tan t f o r h im 
\ i 

j t o p r o v i d e , I w i l l undertake t o ge t accura te copies o f them— 
l 

which there w o n f t be any ques t ion 'about—produce them,and he 

can o f f e r them i n ev idence; and i f they are i n the f i l e s 

o f Transamerlca, I w i l l concede I t . 

I t seems t o me u t t e r l y unnecessary t o have the w i tness 

read a l o t o f copies o f copies when we can ge t the accurate 

i n f o r m a t i o n w i t h o u t any t r o u b l e a t a l l I f counsel w i l l on l y 

t e l l me what he wants. 

MR. TOWNSEND: I submi t , Mr . Hear ing O f f i c e r , t h a t 

we a r e , o f course, e n t i t l e d t o put our case I n as we see f i t . 

We are do ing i t i n a p e r f e c t l y r e g u l a r , and, I t h i n k , q u i t e 

or thodox manner. And I suggest t h a t i n the i n t e r e s t o f t i m e , 

i f Mr, Stewar t i s anxious t o conserve i t , t h a t when l e t t e r s 

which are r e l a t e d t o the t r a n s c r i p t s o f Transamerlca records 

are r e f e r r e d t o and he I s w i l l i n g t o have the o r i g i n a l s go i n , 

t h a t he c e r t a i n l y ought no t t o o b j e c t I f t h i s witness pu ts them 

i n s u b j e c t t o h i s l a t e r o b j e c t i o n . 

MR. STEWART: Of course , s i r , my o b j e o t i o n and my 

reason f o r making the suggest ion i s t h a t they are no t be ing 

done i n the r e g u l a r way and counsel i s no t e n t i t l e d t o do I t 

as he sees f i t , i n s p i t e o f h i s repeated e f f o r t s t 6 do t h i n g s 

as he sees f i t , c o n t r a r y t o the r u l e s . 
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A l l I am t r y i n g t o do i s t o ge t some accura te i n f o r m a t i o n 

which we w o n f t have t o take weeks o f checking t o determine the 

accuracy o f . 

I submi t , s i r , t h a t , as the Hear ing O f f i c e r has ove r ru l ed 

a l l o f my o b j e c t i o n s on the bas is o f the normal r u l e s as t o 

hearsay, and so f o r t h , the l e a s t he can do i s g i ve me an 

o p p o r t u n i t y t o see t h a t these t h i ngs a re accu ra te , w i t h o u t 

a l l o f t h i s waste o f t ime . 

THE HEARING OFFICER: The o p p o r t u n i t y you r s q u s s t , 

Mr. S tewar t , w i l l o f course be a v a i l a b l e t o you a t the pr-sper 

t i m e . The o b j e c t i o n i s o v e r r u l e d . 

BY MR. TOWNSEND: 

Q W i l l you read the document, Mr. Smith? 

A "Whereas the unders igned, Ksrnan Jtob&on owns 2 .399 

shares o f the common s tock o f C e n t r a l Bank o f Oakland* Oakland, 

C a l i f o r n i a , and a n t i c i p a t e s t h a t he w i l l acqu i re a l a rge 

number o f a d d i t i o n a l shares by v i r t u e o f a c e r t a i n c o n t r a c t , 

dated the t h i r d day o f December, 1936, i n and by which the 

sa i d Kernan Robsonhas agreed t o purchase f rom I r a Abraham, 

C r e l i n F i t z g e r a l d and James W. M o f f i t t , as r e p r e s e n t a t i v e s o f 

c e r t a i n ho lde rs o f the common s tock o f C e n t r a l Bank o f Oakland, 

Oakland, C a l i f o r n i a , a l l the s tock tendered by them, 

"Whereas, I n te r -Amer i ca Co rpo ra t i on , a Dol tmre c o r p o r a t i o n , 

d e s i r e s t o purchase f rom the sa id l fcrn&n Rsfcaeaawt o p t i o n t c acqu i re 

no t on ly the shares o f s tock o f the s a i d C e n t r a l Bank o f 
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Oakland now owned by sa id KernanROteon bu t a l s o a l l shares 

t o be h e r e a f t e r acqu i red by h im. 

"Now, t h e r e f o r e , f o r an<3f c o n s i d e r a t i o n o f the sum o f 

$10 i n l a w f u l money o f the Un i ted S ta tes o fAmer ica , t o me i n 

hand p a i d , the recej .pt whereof i s hereby acknowledged, I , 

etfnan Robson, hereby g ran t t o I n te r -Amer i ca Corpo ra t i on , & 

Delaware corpoiEfcion, an o p t i o n t o purchase f rom me a l l s tock 

o f Cen t ra l Bank o f Oakland which I now own o r which I may 

subsequent ly acqu i re by reason o f t h a t c e r t a i n c o n t r a c t 

dated December 3 , 1936, i n and by which I agree t o purchase 

f rom I r a Abraham, C r e l i n F i t z g e r a l d and James W. M o f f i t t , 

as r e p r e s e n t a t i v e s o f c e r t a i n ho lde rs o f the common s tock 

o f C e n t r a l Bank o f Oakland, a l l s tock which they may tender 

me under s a i d c o n t r a c t . 

"The p r i c e a t nrhlch the sa i d I n te r -Amer i ca Corpora t ion 

may exe rc i se sa id o p t i o n i s the sum o f $400 per share• The 

s a i d o p t i o n s h a l l be exerc ised by t h e sa id I n te r -Amer i ca 

Co rpo ra t i on by se rv i ng upon me a w r i t i n g s t a t i n g t h a t the sa id 

o p t i o n i s exerc ised as t o a l l o r any p a r t o f the s tock o f sa i d 

C e n t r a l Bank o f Oakland owned by me, and w i t h i n 10 days 

t h e r e a f t e r t ende r i ng t o me the purchase p r i c e f i x e d i n t h i s 

op t i on * Upon the exe rc i se o f the o p t i o n i n the manner a f o r e s a i d , 

I agree t o d e l i v e r t o the sa id I n t e r - A m e r i c a Corpo ra t i on the 

number o f shares s p e c i f i e d i n s a i d n o t i c e o f exe rc i se o f 

o p t i o n , d u l y endorsed i n b lank so as t o make sa id s tock 
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t r a n s f e r a b l e on the books o f sa id Cen t ra l Bank o f Oakland 

t o the sa id In te r -Amer i ca Corpora t ion or t o i t s nominee. 

"Not ice o f the exerc ise o f t h i s o p t i o n s h a l l be complete 

i f the w r i t t e n n o t i c e o f the exerc ise the reo f i s l e f t a t 

my o f f i c e a t No. 912 De Grounga B u i l d i n g , San F ranc isco , 

C a l i f o r n i a , and the tender o f the purchase p r i c e s h a l l be 

s u f f i c i e n t f o r a l l purposes i f the amount o f sa id purchase 

p r i c e i s tendered a t my above-named o f f i c e . 

"This o p t i o n s h a l l cont inue f o r a pe r i od o f two years 

unless extended i n w r i t i n g by the respec t i ve p a r t i e s he re to . 

Dur ing the cont inuance o f t h i s o p t i o n , or any ex tens ion t h e r e o f , 

I hereby agree not t o s e l l any o f the shares o f the sa id 

Cen t ra l Bank o f Oakland which I now own or which I may 

subsequent ly acqu i re by means o f the con t rac t a f o r e s a i d ; and 

I hereby f u r t h e r agree not t o hypothecate or pledge the 

sa id shares ,o r any I n t e r e s t t h a t I may have t h e r e i n , w i t h 

any person, f i r m or co rpo ra t i on other than Transamerlcab 

Serv ice Corpora t ion , a C a l i f o r n i a c o r p o r a t i o n . 

"The s tock r e f e r r e d t o i n t h i s o p t i o n s h a l l be the common 

s tock o f Cen t ra l Bank o f Oakland as p r e s e n t l y c o n s t i t u t e d , and 

s h a l l Inc lude any s tock d iv idend t h a t may h e r e a f t e r be dec lared 

on s a i d shares o f s t o c k , and, i n the event t h a t any corpora te 

change s h a l l be made by Cen t ra l Bank o f Oakland which s h a l l 

change the va lue o f sa id s tock as p r e s e n t l y c o n s t i t u t e d , the 

purchase p r i c e he re i n f i x e d s h a l l be changed a c c o r d i n g l y , in 
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sho r t * t h i s o p t i o n r e f e r s t o the common s tock o f Cen t ra l 

Bank o f Oakland as p r e s e n t l y c o n s t i t u t e d o r I t s equ iva len t 

a f t e r any change I n sa id s tock i s made. 

" I t i s agreed t h a t t h i s o p t i o n s h a l l b ind my h e i r s * 

execu to rs*aamin ls t ra to rs* ass igns and may he exoero lsed 

by the successors or assignees o f In te r -Amer ica Corpora t ion . 

"Dated t h i s 14th day o f December* 1936. 

" /S igned / Kernan Robson." 

Q Mr. Smith* I w i l l ask you whether i n March* 1937* 

q u a l i f y i n g shares i tere issued t o d i r e c t o r s o f the Cen t ra l 

Bank o f Oakland and whether your notes d i sc l ose a t what p r i c e 

such shares were issued. 

(Discuss ion o f f the r e c o r d . ) 

WITNESS: Ho, s i r j I d o n ' t see any sales t o d i r e c t o r s 

i n March o f 1937* 
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Q W i l l you check your records t o see i f you have a 

copy o f an agreement entered I n t o w i t h the d i r e c t o r s r e s p e c t -

i n g the sub jec t o f q u a l i f y i n g shares? 

A Yes, s i r , I have an agreement, a copy o f an agree-

ment. 

Q Did you make the t r a n s c r i p t i o n ? 

A I d i d , yes , s i r . 

Q Agreement between whom? 

A I have i t i d e n t i f i e d as an agreement r e l a t i n g t o 

d i rec to rs® q u a l i f y i n g shares . 

Q Where d i d you f i n d the o r i g i n a l o f t h a t document? 

A I t was handed t o me a t the o f f i c e s o f Transamerica 

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

Q I n any p a r t i c u l a r f i l e ? 

A I n t h a t r e s p e c t , I t i s r a t h e r d i f f i c u l t f o r me t o 

always i d e n t i f y the p a r t i c u l a r f i l e because when we were i n 

the o f f i c e s o f Transamerica Corpo ra t i on , i t was necessary 

f o r us t o ask the o f f i c e r s , e i t h e r Mr. Andrews or Mr. Ponsford, 

f o r any p a r t i c u l a r l e t t e r s or documents t h a t we wanted, and 

' they would hand them t o us I n a f o l d e r . Now, I have no way 

o f knowing whether t h a t was the e n t i r e f i l e , o r i g i n a l f i l e 

o r what have you . I t was s imply g i ven t o me i n the p a r t i c u l a r 

connec t ion f o r which we requested i t . 

Q And t h i s o r i g i n a l o f the document f rom which you 

made the t r a n s c r i p t i o n was handed t o you i n t h a t f a d i l o n ? 
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A That I s c o r r e c t . 

Q W i l l you s t a t e f o r t he reco rd — 

A I f i n d t h a t I can answer one o f your o ther quest ions 

as t o between whom t h a t agreement was made* 

Q W i l l you s t a t e what t he reco rd shows? 

A March 18, 1937* between I n t e r c o n t i n e n t a l Corpora t ion 

and C. F i t z g e r a l d , T . A . C r e l l n , , L* E. Hardy, R. W. Kinney, 

H. H. W h i t i n g , J* P. Maxwel l , C* P. Howard, W. A. S t a r r , and 

C * F. Wente. 

Q W i l l you read i n t o the r e c o r d , Mr. Smi th , the o p t i o n 

agreement which you have J u s t i d e n t i f i e d * 

A 1 5 I t i s mu tua l l y understood and agreed by the under-

s igned t h a t t he 10 shares o f s tock o f Cen t ra l Bank o f 

Oakland, C a l i f o r n i a , owned and he ld by — n i n t h a t case i t 

would be the p a r t i c u l a r name o f the owner " — may be disposed 

o f as f o l l o w s : F i r s t , a t any t ime t h a t — " name l e f t b lank 

" — des i res t o ass ign and make d e l i v e r y o f s a i d shares t o 

I n t e r c o n t i n e n t a l Co rpo ra t i on , s a i d c o r p o r a t i o n w i l l purchase 

and pay f o r the same on the bas is o f $240 per share . 

"Second, a t any t ime t h a t sa i d I n t e r c o n t i n e n t a l Corpora-

t i o n requests t he d e l i v e r y o f sa i d shares, the same w i l l be 

ass igned and d e l i v e r e d t o s a i d c o r p o r a t i o n upon i t s w r i t t e n 

request and the payment t h e r e f o r on the bas is o f $240 per 

share . 

" I t i s f u r t h e r mu tua l l y understood and agreed t h a t the 
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sa id p r i c e of $240 per share i s the p r i c e f o r sa id 10 shares 

as now cons t i t u ted and t ha t should sa id 10 shares be Increased 

i n number by stock d iv idends, stock s p l i t or i n any other 

manner, such shares a d d i t i o n a l t o sa id 10 shares and emanating 

there f rom s h a l l be considered as pa r t of sa id 10 shares, and 

w i thou t f u r t h e r payment be assigned and de l i vered t o 

I n t e r c o n t i n e n t a l Corporat ion, s imultaneously w i t h the de l i ve ry 

of sa id 10 shares.* 

Q W i l l you s ta te f o r the record whether the note ac-

count of Kernan Robson d isc loses the t r ans fe r of any of the 

Centra l Bank shares t o the d i r e c t o r s who executed t h i s op t ion 

agreement? 

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

have been seeking t h i s morning t o determine the purpose 

and the relevancy of t h i s test imony, so f a r w i thout success. 

I ob jec t t o the quest ion as being I r r e l e v a n t and any f u r t h e r 

quest ions along t h i s l i n e as I r r e l e v a n t i n the absence of a 

statement by counsel as t o h is purpose i n t h i s l i n e of t e s t i -

mony and a showing of i t s relevancy t o the issues i n the case. 

MR. TOWNSEND: I am p e r f e c t l y w i l l i n g t o make tha t 

statement, Mr* Hearing O f f i c e r . We are now engaged i n the 

process o f developing f o r the record the methods pursued 

by Transamerlca Corporat ion over a considerable per iod of t ime 

i n I t s a c q u i s i t i o n of the stocks of the var ious banks which 

are invo lved I n t h i s case, so t h a t on t h a t bas is , a lone, as 

?140? 
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background ev idence, i t would be a d m i s s i b l e . However, I have 

no h e s i t a t i o n i n f u r t h e r a d v i s i n g counsel t h a t we w i l l 

a t tempt t o demonstrate, i n the course o f these ques t i ons , the 

f a c t t h a t va r i ous personnel o f f i c e r s , d i r e c t o r s o f the Bank 

o f America, N. T . and S. A . , have been used or have p a r t i c i -

pa ted , t o a c e r t a i n e x t e n t , i n these ma t t e r s , a l l g e n e r a l l y 

go ing t o demonstrate the f a c t t h a t n e i t h e r be fo re the t r a n s -

f e r o f 58 per cent o f the s tock o f Bank o f America by 

Transamerica Corpora t ion i n 1937 nor a f t e r t h a t date has there 

been any change i n the manner i n which the e n t i r e o r g a n i z a t i o n 

has cont inued t o f u n c t i o n . As I b e l i e v e I mentioned here the 
t o show 

o ther day, I eicpecy by a whole mound o f such ins tances and 

o ther r e l a t e d ins tances t h a t Bank o f America today i s as 

i n t e g r a l a p a r t o f t h i s e t l r e banking setup i n the Trans-

america p i c t u r e as ever i t was p r i o r t o the t ime o f the 

d ivorcement , so I t h i n k those two reasons are s u f f i c i e n t 

b a s i c a l l y t o J u s t i f y the i n t r o d u c t i o n i n evidence o f t h i s 

l i n e o f t es t imony . 
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MR. STEWART: Mow, s i r , on the basis of counsel5s 

statement, I press the ob jec t i on t o the quest ion as i r r e l e v a n t 

as i t i s net shown t® be re la ted t o any \ l l@gat ion which 

speaks as o f 19^8 and not as of 1937• 

THE HEARING OFFICER: Object ion over ru led. The 

witness may proceed. 

BY MR. TOWNSEND: 
note 

Qr Mr. Smith, does the/account of Kernan Robson d isc lose 

the t r a n s f e r of any o f the shares of the Transamerlca stock 

c o l l a t e r a l to the account $f the d i r e c t o r s i n March of 1937? 

A No, s i r j i t doesn f t . However, I found a l e t t e r i n 

the f i l e s o f Transamerlca Corporat ion which ind ica tes the 

s o r t o f t r ansac t i on tha t occurred a t t ha t p a r t i c u l a r t ime. 

MR. STEWART: i ob joc t t o tha t and move to s t r i k e 

i t ©ut as a c h a r a c t e r i z a t i o n of the w i tness 1 s ta te of mind 

and conclus ion as t o what i s i nd ica ted as to a character o f 

* f t r ansac t i on . 

MR. TOWNSEND: May i t please the Hearing O f f i c e r , 

I suppose noth ing could be more— 

I w i l l withdraw the statement. 

BY MR. TOWNSEND: 

Q Do you have the l e t t e r , Mr. Smith? 

MR. STEWART: That i s the way to do i t . Do i t t ha t 

way and 1 won f t ob jec t . 

May I have the l a s t answer s t r i c k e n , s i r ? 

TB 
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THE HEARING OFFICER: Yes* 

(D iscuss ion o f f the r e c o r d . ) 

BY MR. TOWNSEND: 

Q D id you make a t y p e w r i t t e n t r a n s c r i p t o f t h i s ? 

A I d o n ' t r e c a l l t h a t I d i d . 

Q Th is i s the l e t t e r t h a t you have j u s t i d e n t i f i e d , 

and t h a t i s your handwr i t ing? 

A I t i s ; y t s * 

Q And taken f rom the l e t t e r t h a t you r e f e r r e d t o i n the 

f i l e s o f Transamerlca? 

A Yes. 

<4 W i l l you read i t i n t o the reco rd , please? 

BR STEWART: Objected t o as i r r e l e v a n t , s i r * There 

i s n* showing o f i t s r e l a t i o n t o any Issue i n the case* 

THE HEARING OFFICER: Ob jec t ion ove r ru led . 

THE WITNESS: This was a l e t t e r addressed t o D. W* 

Henderson, c a s h i e r , Cen t ra l Bank a f O a l i l a n d p I f o r n i a , by 

W. L* Andrews, v i c e p res iden t o f Transamerlca Serv ice 

Corporat ion* I t was as f o l l o w s : 

"We enclose e i g h t demand no tes , a l l dated March 18, 1937* 

drawn i n f a v o r o f Transamerlca Serv ice Corpora t ion as d e t a i l e d 

below: 

"T* A. C r e l l n , $2,400; 

" C r e l l n F i t z g e r a l d , $2,400? 

^Lot /o i l E#Hardy, $2,400; 
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"Charles P. Howard, $2,400; 

"R. W. Kinney, $2,400; 

"John P. Maxwel l , $2,400; 

"Walter A. S t a r r , $2,400; 

"H. H. Wh i t ing , $2,400. 

"Please d e l i v e r these notes t o the respec t i ve ho lders 

aga ins t payment o f $2,^00. 

"This has re ference t o our telephone conversa t ion o f 

t h i s a f t e rnoon . Please acknowledge r e c e i p t o f the enclosures 

by s i g n i n g and r e t u r n i n g the a t tached copy o f t h i s l e t t e r . " 

BY MR. TOWNSEND: 

Q D id your examinat ion o f the Transamerica f i l e s a t 

t h a t t ime d i s c l o s e whether or net the notes t h a t were 

r e f e r r e d t o I n t h a t l e t t e r were rece ived by Transamerica 

Corporat ion? 

A I have no r e c o l l e c t i o n o f t h a t p a r t i c u l a r item® 

Q I n connect ion w i t h the Cen t ra l Bank a c q u i s i t i o n , Mr. 

Smi th , I 1*111 ask yeu I f there came a t ime i n October, 1937* 

when, f rom your examinat ion o f the records o f Transamerica 

Corpora t ion , you could say whether or not any shares o f the 

Cen t ra l Bank o f Oakland were acqu i red by Mr. Wente? 

A Yes. The books o f account o f I n t e r c o n t i n e n t a l 

Corpora t ion show t h a t on October 18, 1937$ the re was a sa le 

t o C. F . Wente o f 10 shares o f s tock f o r $2,400. 

Q Does the record show whether or not an op t i on was 
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taken t o re-purchase the shares f rom Mr* Wente? 

MR. STEWART: When ysu say " the reco rd " I assume 

you mean the w i t n e s s 1 no tes . 

I© . TOWNSEND: T h a t ' s r i g h t . 

THE WITNESS: He was a subsc r i be r t o the o p t i o n 

agreement t h a t I read a l i t t l e e a r l i e r , dated March, 19^7* 

BY MR. TOWNSEND: 

Q He was one o f the subsc r ibe rs a t t h a t time? 

A T h a t f s r i g h t . 

Q D id the re c©me a t ime when the s tock o f the Cen t ra l 

Bank o f Oakland was Increased by a s tock d iv idend? 

A Yes. There was a s tock d i v i d e n d recorded i n Mr. 

Robson fs account en March 19# 1937• 

Q And hfow much o f an Increase too&Pl&ss t ime 1 

A I t increased h i s ho ld i ngs f rom 7*019 shares to 

11,698 shares. 

Q That was an increase o f rough ly 66 -2 /3 per cent? 

A That i s c o r r e c t yes • 

Q D id the re come a t ime when the shares c o l l a t e r a l i z i n g 

the Kernan Robson account were taken ever by Transamerica 

Corpora t ion? 

A The ledger o f I n t e r c o n t i n e n t a l Co rpo ra t i on records 

an e n t r y dated October 25, 1937: "bought f rom Kernan Robson, 

11,698 shares o f s tock . * 
j 

Q And t h a t was the e n t i r e number o f shares t h a t had been 
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up as c o l l a t e r a l t o the Robson account? 

A Yes. 

Q Did the re come a t ime* a f t e r the Transamerlca Corpor-

a t i o n took over the shares f rom Kernan Robson* t h a t the Cen t ra l 

Bank o f Oakland was l i q u i d a t e d ? 

A Yes. I t appears t h a t the Cen t ra l Bank o f Oakland 

was l i q u i d a t e d i n November of1937• 

Q And i t was then merged w i t h another i n s t i t u t i o n ? 

A That i s my understanding; yes . 

Q And i t I s now known as the Cen t ra l Bank? 

A Of Oakland. 

Q Does your record show what* i f anyth ing* was done 

w i t h the r e s i d u a l assets remaining i n t he Cen t ra l Bank of 

Oakland p r i o r t o i t s u l t i m a t e d i s s o l u t i o n 

A Yes. I haw a memorandum on t h a t . Do you want me 

t o develop t h a t f u r t h e r ? 

3 Would you, please? 

m . STEWART: Before you develop i t * w i l l you 

i n d i c a t e what you are reading f rom and what i t s source i s * Mr. 

Smith? 

THE WITNESS: These are my work papers*whlch I 

r e f e r r e d t o a t the beginn ing o f my test imony the o ther day* 

t h a t I made a t the t ime t h a t I was i n the o f f i c e s o f Transamerlca 

i n connect ion w i t h the examinat ion we have been d i scuss ing . 
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MR STEWART. The source o f the m a t e r i a l t h a t you 

are about t o put i n the record I s what? 

MR. TOWNSEND: Mr. Hear ing O f f i c e r , I s - th is a 

convenient t ime to have a 10-mlnute recess? 

THE HEARING OFFICER: Yes. We w i l l recess f o r t o n 

minutes. 

(Short recess t aken . ) 
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THE HEARING OFFICER: The h e a r i n g w i l l come t o 

o r d e r , p l ease . 

BY MR. TOWNSEND: 

Q Were you ab le t o f i n d the source o f t h a t a a t e & a l , 

Mr. Smith? 

A Yes. I f i n d t h a t t he re was an agreement executed 

on October 22 , 1937 between C e n t r a l Bank o f Oakland, s e l l e r , 

and Cen t ra l Bank, purchaser , whereby the l a t t e r , t h a t i s , the 

C e n t r a l Bank, agreed t o purchase a l l o f the assets except c e r t a i n 

p a r t i c u l a r assets wh ich were l i s t e d i n the schedules a t tached 

t o t h a t agreement. 

Q You have a l i s t o f those asse t s , do you, Mr. Smith? 

A Yes s i r . 

Q Wi thout s t a t i n g each and every one o f them, unless 

Mr. Stewart wishes i t t h a t way, would you Just desc r ibe what 

the assets were, i n a genera l way? 

A Out o f a t o t a l o f $5,490,000 o f a s s e t s , which wee 

no t i n c l u d e d , U* S . and mun ic i pa l bonds wee pu t I n a t 

$4,798,000, so i t i s obvious t h a t they were the b u l k o f the 

asse ts • 

Q What e l se was Inc luded? 

A There was cash an£ s tock I n the Federa l Reserve Bank. 

MR. STEWARTt Could you c l a r i f y , were those i tems 

wh ich were i nc l uded or excluded? 

THE WITNESS: The assets o f wh ich were no t i n c l u d e d . 
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BY MR. TOWNSEND: 

Q A l l o f wh ich were no t i n c l u d e d , i n c l u d i n g the 

Government * s . 

A That i s r i g h t . 

Q To what o r g a n i z a t i o n were t h e bonds so ld? 

A The m a j o r i t y o f those bonds were d e l i v e r e d t o 

I n t e r - C o n t i n e n t a l Co rpo ra t i on as a l i q u i d a t i n g d i v i d e n d and 

they were, I n t u r n , s o l d t o the Bank o f America N. T . & S. A . 

on November 2 , 1937. 

0 W i l l you take out t he v a r i o u s papers t h a t you have 

used i n your examinat ion on t h a t bank, p lease? 

A I n c l u d i n g those l e t t e r s t h a t have a l ready been 

exh ib i t ed? 

Q That i s r i g h t . 

Now, Mr. Smi th , d i r e c t i n g your a t t e n t i o n f u r t h e r t o 

£ie examinat ion t h a t you made o r p a r t i c i p a t e d i n i n 1943, 

I w i l l ask you i f your notes d i s c l o s e any o f the f a c t s r e l a t i n g 

bo the a c q u i s i t i o n by Transamerica Corpo ra t i on o f t he s tocks 

of t he F i r s t N a t i o n a l Bank o f A r i zona , Phoeaix , A r i z o n a , and 

the Phoenix Savings and Bank T r u s t Company, Phoenix, Ar izona? 

A i . have some i n f o r m a t i o n on those banks, yes . 

Q W i l l you r e f e r t o sour notes on those banks, please? 

(D iscuss ion o f f t he r e c o r d . ) 

BY MR. TOWNSENDt 

Q W i l l you s t a t e f o r t he r e c o r d , Mr. Sm i th , a t what 
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t ime the Transamerica companies appear i n connect ion w i t h the 

a c q u i s i t i o n o f t he s t o c k o f those banks? 

A I n A p r i l , 1937-

Q From what source d i d you f i n d t h a t i n f o rma t i on? 

A That was developed f rom the no te records o f T rans-

america Serv i ce Corporation i n account w i t h one 6 . M. McCle rk in . 

Q At t h a t t i m e , Mr. Smi th , do you know, have you d e t e r -

mined whether o r no t Mr. McClerk in was an o f f i c e r o f the Bank 

o f America R a t i o n a l T rus t and Savings Assoc ia t ion? 

MR. STEWART: I w i l l s t i p u l a t e t h a t a t t h a t t ime 

Mr. McClerk in was v i c e p r e s i d e n t o f t h e Bank o f America. I n 

f a c t , maybe I cou ld shor ten t h e whole t h i n g by g i v i n g you a 

s t i p u l a t i o n on what I t h i n k you want t o p rove . 

MR. TOWHSEHD: Maybe you c o u l d . You go ahead and 

s t i p u l a t e and I w i l l see whether t h a t s a t i s f i e s me, Mr. S t e w a r t . 

MR. STEWART: Very w e l l , s i r . I o f f e r t o s t ipu la te 

t h a t i n 1936 Transamerica Corpo ra t i on agreed t o f i n a n c e the 

a c q u i s i t i o n by G. M. McCle rk in , who was then a v i c e p r e s i d e n t 

o f Bank o f America n a t i o n a l T r u s t and. Savings A s s o c i a t i o n , 

o f s tock o f the Phoenix l a t i o n a l Bank and i t s a f f i l i a t e d bank, 

Phoenix Savings Bank and T rus t Company, and t h a t pursuant t o 

t h a t unders tand ing , Mr. McClerk in d i d borrow money and purchase 

s tock i n those banks, which s tock was pledged t o secure such 

loans1 and I f u r t h e r o f f e r t o s t i p u l a t e t h a t Transamerica Cor-

p o r a t i o n subsequent l y purchased s t o c k f rom Mr. McClerk in and 
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r e p o r t e d t he a c q u i s i t i o n o f t he s tock t o the Federa l Reserve 

Board and t he S e c u r i t i e s and Exchange Commission. 

MR. TOWNSEND: I am a f r a i d t h a t s t i p u l a t i o n doesn ' t 

go q u i t e f a r enough, may i t p lease the Hear ing O f f i c e r . 

MR. STEWART? I f you w i l l t e l l ne what e l s e you wan t , 

maybe I w i l l s t i p u l a t e t h a t , t o o . 

MR. TOWNSEND: I want i t s t ipu la ted t h a t Mr. McClerlcin 

.was b o t h be fo re 1937 and a f t e r 1937 u t i l i z e d by Transamerlca 

Corpo ra t i on a s , i n e f f e c t , a bank buye r ; t h a t d u r i n g those 

y e a r s , b o t h be fo re and a f t e r 1937, Mr . McClerk in purchased 

i n the same f a s h i o n as he purchased the s tocks o f the Ar izona 

banks numerous o the r banks which w i l l be i d e n t i f i e d f o r t he 

r e c o r d ; t h a t i n none o f those t r a n s a c t i o n s was Mr. McClerk in 

a c t i n g f o r h i m s e l f , bu t was a c t i n g a t a l l t imes w i t h the under -

s t and ing t h a t he was purchas ing the stocks o f the banks f o r the 

Transamerlca i n t e r e s t s ; t h a t he had no i n t e n t i o n a t any t ime 

o f becoming the a c t u a l owner o f the shares o f these banks 

and t h a t i t was so understood i n connec t ion w i t h each and every 

one o f the purchases t h a t he n e g o t i a t e d ; t h a t Mr. McCle rk in , 

i n connec t ion w i t h the s tocks o f the Phoenix banks, as w e l l as 

t he o the rs t h a t can be i d e n t i f i e d , executed pledge agreements, 

r ece i ved no p r o f i t on the t r a n s a c t i o n s , Transamerlca agreed 

t o take the d i v i d e n d payments on such s t o c k , whatever they 

might be , i n l i e u o f i n t e r e s t on the s o - c a l l e d note account , 

and t h a t a l l o f such banks were subsequent ly taken i n t o the 
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Transamerlca banks, i n c l u d i n g t he Bank o f America M. T . & S . A 0 , 

athough I understand t h a t Mr. S tewar t c o u l d no t s t i p u l a t e 

t h a t subsequent t o 1937 the Bank o f America H. T . & S . A . was, 

i n f a c t , a Transamerlca bank w i t h i n the meaning o f t h i s case; 

t h a t i n connect ion w i t h the a c q u i s i t i o n o f t he Ar izona banks, 

a payiaent o f one hundred thousand d o l l a r s was made t o the then 

p res iden t o f t he Phoenix N a t i o n a l Bank and the Phoenix Savings 

Bank and % i s t , t he two companies be ing i d e n t i f i e d i n i n t e r e s t , 

over and above thee payments made t o h im f o r t he purchase o f 

t he shares ; t h a t the t o t a l proceeds p a i d by Transamerlca i n the 

a c q u i s i t i o n o f the Phoenix Banks was $1,359,880; t h a t the 

pledge agreement used by Transamerlca Co rpo ra t i on , i n connect ion 

w i t h i t s va r i ous advancements, i n connect ion w i t h the a c q u i -

s i t i o n o f t he s tocks o f va r i ous banks, con ta ined a p r o v i s i o n 

•whlcto. p e r m i t t e d Transamerlca Corpo ra t i on t o cause the stools: t o 

be t r a n s f e r r e d a t any t ime t o the names o f any nominee o f 

Transamerlca Corpora t ion and, t h e r e f o r e , cou ld have been vo ted 

a t any t ime under the terms o f such pledge agreement. 

X w i l l amend t h a t request t o i n c l u d e t h a t a t a 

c e r t a i n date—and I am no t s u r e , m y s e l f , what date t h a t i s — 

the pledge agreement used i n the Transamerlca aosounts r e s p e c t -

i n g t he a c q u i s i t i o n o f bank s tocks was changed t o e l i m i n a t e 

t h a t p r o v i s i o n . 

(D iscuss ion o f f the r e c o r d . ) 

MR. STEWART: I f t he Hear ing O f f i c e r p l e a s e , I t i s . 
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i o f course , obvious t h a t I do no t have the m a t e r i a l here t r i m 

5 

6 
7 

a 

9 

10 

11 

22 

13 

15 

16 

17 

IB 

19 

20 

21 

22 

23 

24 

25 

2 tjmicit t o check many o f the statements th& counsel made i n h i s 

3 jpuggost ion. i t i s a l s o obvious t h a t t he statement was i n d e f i n i t e 

4 I n many r e s p e c t s . He r e f e r r e d t o v a r i o u s banks and c e r t a i n 

>anks and so on , and t h e s t i p u l a t i o n would have t o be d e f i n i t e 

in terms r a t h e r than c a r r y i n g those vague conno ta t i ons . 

I t i s , a l s o , obvious t h a t t o t he e x t e n t t h a t counsel 

s>y a few words, p»haps i n a d v e r t e n t l y , i n c l uded I n h i s statement 

som o f the conc lus ions o f law which must be made by the Board 
* 

i n t h i s case, X cou ld no t s t i p u l a t e t o them* 

To t he ex ten t t h a t he wants t o prove f a c t s as t o 

Etho aade purchases o f c e r t a i n s tocks a t c e r t a i n t i m e s , where 

t he taoney came f rom w i t h wh ich those purchases were made, 

where the s tocks ended up, X w i l l be g l a d t o get out the 

records and show them t o counsel and s t i p u l a t e the exact 

f a c t s , b u t i t i s when we ge t i n t o c h a r a c t e r i z a t i o n s t h a t we 

ge t i n t o t r o u b l e . 

X d o n ' t know whether t h a t o f f e r s counsel a bas i s on 

wh ich he t h i n k s he can save some t ime here o r n o t . 

m . w m s m t i t I t i s p e r f e c t l y obv ious , Mr. Hear ing 

O f f i c e r , t h a t t ime cou ld be saved by a s t i p u l a t i o n o f f a c t s 

and c e r t a i n l y I would be most w i l l i n g t o a t tempt t o en te r 

i n t o such a s t i p u l a t i o n , p a r t i c u l a r l y i n the i n t e r i m between 

t h e t ime we recess these hear ings i n Washington t o the t ime 

we go t o resume them i n C a l i f o r n i a . However, I would no t want 
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Mr. Stewart t o be under any misapprehension. I am sure he 

i s n ' t i n any even t . 

Our p o s i t i o n has got t o be i n t h i s case t h a t the 

"purchase* o f banks by var ious persons were not i n d i v i d u a l 

purchases f o r those persons a t a l l , but t h a t they were, i n 

f a c t , ac t i ng under i n s t r u c t i o n s and w i t h the i n t e n t i o n of 

ac t i ng as agents f o r Transamerlca. 

I can understand t h a t on c e r t a i n phases o f the law, 

> Mr. S tewar t ' s c l i e n t s i g h t not be w i l l i n g t o s t i p u l a t e t ha t 

) they were agents, i n which event i t becomes necessary f o r me 

t o prove by a great number o f ins tances, which demonstrate 

» the same type o f conduct over and over aga in , t ha t they were, 

[ i n f a c t , agents w i t h i n the meaning o f t h i s proceeding, even 

i though t h a t meaning could be, p o s s i b l y , q u i t e d i f f e r e n t from 

; those which would concern Mr. S tewar t ' s c l i e n t s . 

I am c e r t a i n l y w i l l i n g t o do t h i s : I f the Hearing 

O f f i c e r i s agreedie, I am p e r f e c t l y w i l l i n g t o attempt t o 

s i t down w i t h Mr. Stewart and Mr. Steinmeyer and ray associates 

i n the i n t e r i m t o see how c lose we would get i n a t tempt ing a 

s t i p u l a t i o n t ha t would s a t i s f y my requirements and, a t the 

same t ime , not be o f a nature t h a t H r . Stewart j u s t c o u l d n ' t 

agree t o . 

I might say, f u r t h e r , f o r the reco rd , t h a t there i s 

a great amount o f t h i s ma te r i a l t o come, bo th through t h i s 

w i tness and o thers , t h a t w i l l consume a considerable pe r iod 

ph7 
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of t i m e . I am p e r f e c t l y w i l l i n g t o t e l l Mr . Stewar t i n 

an i n f o r m a l conference e v e r y t h i n g t h a t we want t o prove 

and t h a t we expect t o p rove , and i f on t h a t bas i s he cou ld 

s t i p u l a t e i t , why, I am sure i t would save a good dea l o f 

t i m e . 

MR. STEWART: My p o s i t i o n on t h a t , s i r , i s Just as I 

have s t a t e d b e f o r e , and I am v e r y g l a d t o have counse l ' s 

o f f e r t o t e l l me what he proposes t o p rove , because t h a t i s what 

I have bcm t r y i n g t o ge t f o r s i x months. Any th ing t h a t i s 

f a c t u a l , i n s o f a r as he wants t o b u i l d up a s e r i e s o f i n s t ances , 

w i t h names o f people who d i d c e r t a i n t h i n g s and the f a c t u a l 

statement o f what they d i d , I am g l a d t o t r y t o s t i p u l a t e 

» i t h h im. Any th ing t h a t i s argument o r i n f e rence f rom those 

f a c t s , I t h i n k i t i s no t f e a s i b l e t o s t i p u l a t e , and i t seems t o 

m t h a t when he has the f a c t s w i t h a concession o f t h e i r 

aoouracy, he i s p robab ly i n a b e t t e r p o s i t i o n t o make h i s 

arguments t h a n i f we t r y t o mix up arguments and i n fe rences 

w i t h f a c t s i n the f a s h i o n i n which we have best proceeding he re , 

so I t h i n k thafc counse l ' s suggest ion i s p robab ly a gad one, 

It he understands what my a t t i t u d e i s as I have Just s t a t e d i t . 

MR. TOtfHSEND: I am q u i t e sure t h a t as l ong as any-

body i s t a l k i n g on the r e c o r d , t h a t t he re are go ing t o be 

{ reservat ions and express ions o f a t e c h n i c a l na tu re brought 

from Mr. S t e w a r t ' s s tandpo in t and my own. 

MR, STEWART: Perhaps t h i s i s good t ime t o go o f f 
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;he record. 

MR. TOWNSEND: That w i l l s u i t me f i n e . 

(Discussion o f f the record . ) 

MR. STEWART: I understand that Mr. Smith i s now 

>eing excused without completing h is d i r ec t examination. 

MR. TOWNSEND: So understood. 

MR. STEWART: There i s , there fo re , no s t i p u l a t i o n 

necessary respect ing cross examination at t h i s t ime. 

MRo TOWNSEND: R igh t . 

(Witness temporar i ly excused.) 

i>i h9 
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MR. TOWNSEND: Let the record show tha t Mr. Horbett 

resumed the stand. 

JOHN Co HORBETT 

was r e c a l l e d as a w i t ness by and on b e h a l f o f t h e Federa l 

Reserve Board, and, hav ing been h e r e t o f o r e d u l y sworn, 

t e s t i f i e d f u r t h e r as f o l l o w s t 

REDIRECT EXAMINATION (Cont inued) 

BY MR. TOWNSENDt 

Q When you were l a s t on t he s t a n d , M r . S tewar t 

asked you on c ross examina t ion i f you would p repare f o r h im 

t h e l i s t o f sources o f t he m a t e r i a l t h a t went i n t o p r e p a r a t i o n 

o f B o a r d f s E x h i b i t No. 13 and Board*s E x h i b i t No. 16. 

MR. TOWNSENDs W i l l t h e stenographer p lease mark 

these Board*s E x h i b i t s 45 and 46? 

(The documents r e f e r r e d t o were 
marked Federa l Reserve Board*s 
E x h i b i t s 45 and 46 f o r 
i d e n t i f i c a t i o n . ) 

BY MR. TOWNSEND: 

Q I hand you what has been marked f o r i d e n t i f i c a t i o n 

E x h i b i t 45 , and ask you i f t h a t I s t h e source m a t e r i a l t h a t 

was used by you I n the p r e p a r a t i o n o f Board*s E x h i b i t 13• 

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

Q And I show you what has been marked Board 1s 

f o r i d e n t i f i c a t i o n No. 46 and ask you i f t h a t i s t he source 

taaterlal used i n t he p r e p a r a t i o n o f Board*s E x h i b i t No. 16. 

#6 
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A That I s c o r r e c t . 

MR. TOWNSENDs I o f f e r them i n ev idence. 

MR. STEWART: No o b j e c t i o n . 

(The documents r e f e r r e d t o here* 
t o f o r e marked Federa l Reserve 
Board 's E x h i b i t s 45 and 46 
f o r i d e n t i f i c a t i o n mre r e -
ce ived i n ev idence . ) 

RECROSS EXAMINATION 

B3T MR. STEWART % 

Q I w i l l ask yuu t o r e f e r t o your copy o f B o a r d s 

E x h i b i t 46 which has j u s t been put i n ev idence. As I under-

stand t h a t l i s t , you have used 28 c lasses o f source m a t e r i a l , 

which you have l i s t e d i n separate numbered or l e t t e r e d para-

graphs I n t h a t e x h i b i t $ i s t h a t co r rec t? 

A You can regard them as 28 c lasses or sub-c lasses. 

As a mat ter o f convenience, I t h i n k t h a t they may be regarded 

as n ine d i f f e r e n t c lasses w i t h s o m b^eakdouna, ?or exampla, 

a l l the c a l l r epo r t s i s one c l a s s , lafc us amy. 

Q I counted each one t h a t you put i n t o a subparagraph 

and as I counted the re are 28 o f them. 

A I haven5 t counted them t h a t way, but i t i s q u i t e 

p o s s i b l e . 

Q A lso , as I understand your memorandum, on ly f i v e 

o f those 28 classes are pub l i c In fo rmat ion? 

A I n every case I have marked whether they are or 

are n o t . I have not counted them, but i f you have, I am q u i t e 
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sure you are probably r i g h t . 

q That i s accep t ing your statements I n the memorandum 

as t o the p u b l i c or non-pub l i c charac te r o f them. And the 

o ther 23 ca tegor ies are s t a t i s t i c s which are a v a i l a b l e on ly 

i n s i d e o f the bank superv isory agencies or i n s i d e the Federal 

Reserve Bank o f San Franc isco ; I s t h a t c o r r e c t ? 

A Just l e t roe look a t t h i s a moment, p lease . I f you 

count each o f these i tems as a separate c l a s s , I t h i n k t h a t 

i s c o r r e c t . 

Q And i n order f o r me t o ob ta i n comparable da ta , 

county by county and community by commnnity as t o the 

competing branch banking systems and the s ta tes i n ques t ion , 

i t would be necessary f o r me t o have access t o the same con-

f i d e n t i a l sources l i s t e d by you, wou ldn ' t i t ? 

A I know o f no o ther p lace f rom which you can get the 

da ta . 

Q Yes. Now, look f o r a moment, I f you w i l l , a t your 

copy o f the l i s t which has been marked Board 's E x h i b i t 45. 

That l i s t con ta ins 10 ca tegor ies o f source m a t e r i a l , o f 

which th ree are not p u b l i c l y a v a i l a b l e , doesn ' t i t ? 

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

Q And i n order t o prepare comparable data upon 

the o ther and competing branch banking systems i n the f i v e 

s ta tes i n ques t ion , i t would be necessary f o r me t o have 

access t o those unpubl ished sources, as w e l l , wou ldn ' t i t ? 
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A I d o n ' t know o f any o ther p lace t h a t you can get 

the da ta , o ther than the banks, o f course* themselves, the 

I n d i v i d u a l banks. 

Q Yes. Our compe t i t o r s . 

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

Q I hand you Board9s E x h i b i t 16, Mr. H o r b e t t , and 

ask you i f any o f the data shown on E x h i b i t 16 f o r the years 

1924, 1926, and 1928 are a v a i l a b l e t o the p u b l i c or i n pub-

l i s h e d fo rm. 

A For the p a r t i c u l a r dates t h a t are shown I n here, I 

don^t b e l i e v e t h a t you cou ld recompi le the f i g u r e s f rom 

pub l ished sources cover ing a l l o f the banks i n the g iven 

county . You could get the amount o f depos i ts I n the number 

o f n a t i o n a l banks, f o r example, f o r 1926 and f o r 1928 f rom 

a pub l i shed document. 

Q Which columns are those? 

A That would be Column — the f i r s t column o f f igures^ 

t he number o f banks there and the depos i ts which are shown i n 

the t h i r d column f rom the end. You could compile those f i g -

ures cover ing n a t i o n a l banks f rom supplements pub l i shed by 

the Comptro l le r o f Currency t o h i s annual r e p o r t s . 

Q I n o ther words, t h a t answer r e f e r s t o two o f the ten 

columns on the e x h i b i t ? 

A For the moment I am merely t a l k i n g about those two 

y e a r s . For the year 1924, you cannot do t h a t because i t hap-
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pens t h a t the Compt ro l le r pub l i shed a supplement, no t as o f 

December 31* bu t as o f a date I n October, as I r e c a l l I t . 

Q So t h a t a c t u a l l y f o r one reason or another I cannot 

get any o f t h a t data f rom published sources, can I ? 

A You mean f o r t he year 1924. 

Q For the years 1924, 1926, o r 1928. 

A You cannot get these p a r t i c u l a r f i g u r e s f rom the 

pub l i shed sources. You can g e t p a r t o f them, as I s a i d , 

cove r i ng some o f the banks. 

Q Yes. Mb. H o r b e t t , why d i d you s k i p f rom 1928 

t o 1933* an I n t e r v a l o f f i v e yea rs , compared t o the two-year 

I n t e r v a l s which you seem t o have f o l l o w e d elsewhere I n t h i s 

e x h i b i t ? 

A We were unafle t o o b t a i n r e p o r t s f rom branches i n 

C a l i f o r n i a , o r , t o be e x a c t b r a n c h e s o f non-member banks 

i n C a l i f o r n i a f o r the p e r i o d December, 1929* u n t i l , I 

t h i n k , December o f 1935• I w i l l e x p l a i n p r e s e n t l y how we 

d i d get the f i g u r e f o r 1933 and 1935* but t he r e p o r t s o f 

branches, compi led by non-member banks w i t h the S ta te 

Banking Department f o r t he p e r i o d 1929 t o 1935 appa ren t l y have 

b©en dest royed by the S ta te Banking Department i n accordance 

w i t h the r o u t i n e schedule f o r d e s t r u c t i o n o f o l d r e c o r d s . 

Now, t o e x p l a i n how we managed t o get f i g u r e s f o r 1933 

and 1935 — 

Q Yes. 

????? 
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A — the Federa l Reserve Bank o f San Franc isco , about 

10 years ago, I n coopera t ion w i t h the S ta te Banking Depar t -

ment, made a s p e c i a l comp i l a t i on o f depos i ts o f a l l banks, 

member and non-member, n a t i o n a l : a n d s t a t e , by c o u n t i e s . 

We learned o f t h a t comp i l a t i on and we used t h a t as the 

bas is o f our own comp i l a t i on . I n so f a r as the s t a t e bank: 

f i g u r e s are concerned, o r , r a t h e r , the non-member bank f i g -

ures i n t h a t combinat ion, they were obta ined f rom the 

branch r e p o r t s which a t t h a t t ime were a v a i l a b l e a t the State 

Banking Department. 

Q As a matter o f f a c t , Mr. Ho rbe t t , you know, f rom 

your own exper ience and expertness i n t h i s f i e l d , don°t you, 

t h a t t h a t pe r iod f rom 1928 t o 1933 was one o f numerous bank 

f a i l u r e s a l l over the count ry and const i tute r a t h e r substan-

t i a l increases i n percentages o f depos i ts he ld by those t h a t 

were l e f t by the t ime 1933 came around? 

A That I s c o r r e c t , b road ly speaking. Of course, 

as you know, the re were many less f a i l u r e s i n some s ta tes 

than i n o t h e r s . 

Q Oh, yes, but t h a t was a p r e t t y genera l c o n d i t i o n 

du r i ng t h a t f i v e - y e a r pe r i od , wasn f t i t ? 

A That i s c o r r e c t , and I t h i n k t h a t t h a t i s i n d i c a t e d , 

or the p o i n t t h a t you have i n mind I s i n d i c a t e d i n the 

s t a t e f i g u r e s which show i n the o ther e x h i b i t , but we were 

unable t o compile county f i g u r e s . 
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Q Yes. Now, are any of the data from Exh ib i t 16 

f o r the year 1933 or the years 1935* 1937* and 1939 a v a i l -

able t o the pub l i c i n publ ished form? 

A Some of the data tha t entered i n t o those tabu la -

t i ons are ava i l ab l e , but I don*t be l ieve tha t you can compile 

the completed f i gu res here, cover ing a l l banks. 

Q That i s what I mean. 

A Prom pub l ic sources. 

Q Now, Mr. Horbet t , a t page 376 and page 377 of the 

record, i n answer t o one of my quest ions, you t e s t i f i e d - -

and I might say you prev ious ly t e s t i f i e d t o subs tan t i a l l y 

the same t h i n g on your d i r e c t examination — tha t Mr. 

Townsend9s i ns t r uc t i ons t o you, when you s ta r ted upon your 

assignment i n t h i s matter,11 were of a general character t o 

develop s t a t i s t i c a l data tha t would show the r e l a t i v e growth 

of the Transamerlca Corporat ion, so -ca l led , and the general 

ranking s t ruc tu re and i t was expected of me, I t h i n k , i n 

yiewcf my experience here, tha t I would be able t o discover 

<rhat so r t o f data, pe r t i nen t data, were a v a i l a b l e , tha t might 

}e used on tha t s u b j e c t . * 

Mr. Horbet t , Just what d id you mean by the phrase 

j r e l a t i v e growth o f Transamerlca Corporat ion*? Relat ive t o 

Ihat? 

A Rela t ive t o the growth of the e n t i r e banking s t ruc -ure , t ha t i s , a l l banks and branches i n the areas In w h i c h 

quotes? 

asc7 
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t h e Transamerica banks and branches are i n o p e r a t i o n . 

Q That i s , those which have been g i ven t o you as the 

Transamerica banks and branches? You d i d n o t , y o u r s e l f , under 

take t o determine what were s o - c a l l e d Transamerica banks and 

t ranches, d i d you? 

A That was not a p a r t o f my r e s p o n s i b i l i t y , no . 

Q C o r r e c t . Now, d i d you, a l s o , cons ider the r e l a t i v e 

growth o f o ther l a r g e banks and t h e i r predecessors I n each 

s t a t e and county and i n those count lea where t h e r e are no 

banks I n which Transamerica has an i n t e r e s t , bu t i n those 

( f i v e s t a t e s ? 

A I t h i n k so . The r e l a t i v e growth o f the o ther banks 

and branches, t h a t is , a l l o f them combined, i s r e f l e c t e d 

he re , t o o , as I see i t . 

Q That i s i n the aggregate ,bu t d i d you cons ider the 

r e l a t i v e growth o f those banks i n d i v i d u a l l y as compared 

w i t h t he r e l a t i v e growth o f what you have c a l l e d the 

Transamerica banks? 

A I d i d n o t . 

Q I n o ther words, you were i n s t r u c t e d t o d i g up some 

s t a t i s t i c s t h a t would prove a conc lus ion t h a t Transamerica 

had had a r e l a t i v e growth, r e l a t e d t o the whole , and t h a t i s 

what you d i d ; i s t h a t c o r r e c t ? 

A I wou ldn ' t put i t t h a t way. 

Q W e l l , how would you put I t ? 
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A not t o prove any th ing , but t o determine the r a t e 

o f r e l a t i v e growth o f the Transamerlca banks and branches, 

as compared w i t h the t o t a l banking s t r u c t u r e . 

Q I haven9 t examined t h i s e x h i b i t i n any d e t a i l , Mr. 

Ho rbe t t , but I am t o l d by one o f my assoc ia tes t h a t i n 

Multnomah County, Oregon, page 75* apparen t l y , ynu show i n 

E x h i b i t 16 t h a t i n Multnomah, Oregon, Transamerlca banks 

i n 1933 had 33*6 per cent o f the t o t a l depos i ts and 14 

years l a t e r , i n 1947* had 42.4 per cent o f the t o t a l depos i t s . 

I s n * t i t a fadb, Mr. Ho rbe t t , t h a t some other bank could 

have increased i t s percentage o f t o t a l depos i ts i n t h a t 

county f rom even as low as 5 per cent t o as h igh as 50 per 

cent I n 1947 w i t hou t t h a t f a c t appear ing f rom your e x h i b i t , 

as i t i s prepared? 

A I don*t know i t t o be a f a c t . 

Q I know. I don e t , e i t h e r , but t h a t cou ld be the f a c t 

and your e x h i b i t wouldn8 t d i sc lose i t , would i t ? 

A L e t ' s see. You say one bank t h a t had — 

MR. TOWNSENDi I w i l l s t i p u l a t e t h a t t h a t i s the 

f a c t as Mr. Stewart has s a i d . 
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MR. STEWART; A l l r i g h t . 

BY MR. STEWART: 

Q And you d i d n ' t invest igate tha t s i t u a t i o n or tha t 

p o s s i b i l i t y i n any of the areas covered by the e x h i b i t , i s 

t h a t correct? 

A I d i d no t . 

Q From the basic sources which you used t o develop 

the informat ion presented i n the Board's Exh ib i ts 13 and 16, 

i s i t possible to develop s i m i l a r comparisons f o r other banks 

and t h e i r predecessors? 

A You have i n mind i nd i v i dua l banks? 

Q Yes s i r . 

A I t i s not poss ib le . 

Q, I t I s not possible? 

A That i s r i g h t . You cannot determine the r e l a t i v e 

grotfti of any Ind iv idua l bank— 

MR. TOWNSEND: He i s not, t a l k i n g about t h i s e x h i b i t , 

he i s t a l k i n g about the source mater ia l tha t you used, Mr. 

Horbet t . 

BY MR. STEWART: 

Q Let me repeat the quest ion, Mr. Horbet t . 

A I am sor ry . 

Q I f the basic sources which you used i n preparing 

Exh ib i ts 13 and 16 were ava i lab le , as they are t o you, but 

not t o me, wouldn ' t i t be possib le t o develop the in format ion 

fws Selma #7 
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» comparable t o t h a t presented I n E x h i b i t s 13 and 16 w i t h 

7 

8 

9 

10 

11 

espeet t o o t h e r competing banks i n t h e same area? 

A I am s o r r y I misunderstood your q u e s t i o n . I t i s 

poss i b l e , f rom the bas ic sources . 

MR. STEWART: Mr. Hear ing O f f l e e r , I shou ld l i f c t a t 

t h i s t ime t o say t h a t t he charges i n t he compla in t f i l e d i n 

t ransamer lca here i nc ludes t he terms " t o s u b s t a n t i a l l y 

Lessen c o m p e t i t i o n , ' ' " t o r e s t r a i n commerce," and ° t c ter.d to 

create a monopoly,B and on the bas»is o f the tes t imony t h a t K r . 

Horbe t t has g i v e n , X w ish t o p o i n t out the f o l l o w i n g 

F i r s t , t h a t a l a r g e p o r t i o n o f t he data on which 

12 Ipoard 's E x h i b i t s 13 and 16 are based—aad t h a t i nc ludes 

l . 
13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

i x h l b i t s 14 , 15, 17, 18 and 19, wh i ch , i n t u r n , are based 

upon the f i r s t two e x h i b i t s — a r e no t mat te rs o f p u b l i c r e c o r d 

and are no t a v a i l a b l e t o Transamerlca Corpo ra t i on . 

Second, Mr. Horbet t has admi t ted t h a t a l though 

exhaust ive coun ty -by -coun ty t a b u l a t i o n s were made t o show the 

r e l a t i v e g rowth o f Bank o f America and the banks l a whialt 

Transamerlca has an inves tmen t , no a t tempt was mads to con-

s i d e r the r e l a t i v e growth and development o f o t he r branch 

bank ing organizat ions w i t h i n the coun t i es i n which, t hey operate 

i n the f i v e western s t a t e s , which are r e f e r r e d to i n the 

c o m p l a i n t . 

T h i r d , t h a t none o f t h a t branch o r county data on 
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bank ing o f f i c e s and depos i t s f o r o t he r branch bank ing o r g a n i -

z a t i o n s and t h e i r predecessors are a v a i l a b l e t o me o r t o 

Transamerica C o r p o r a t i o n , except f rom the same sources which 

Mr . Horbe t t used, wh ich are under the c o n t r o l o f the super -

v i s o r y agencies and no t p u b l i c l y a v a i l a b l e . 

Now, s i r , on the bas i s o f those f a c t s , I w i sh t o 

suggest t h a t i f the Board i s i n t e r e s t e d i n hav ing an unbiased 

survey and a n a l y s i s o f the s i t u a t i o n , and i f i t i s i n s i s t e n t 

upon keeping i n the r e c o r d these e x h i b i t s prepared by Mr. 

H o r b e t t , which were admi t ted over my o b j e c t i o n ana which a t 

t h i s t ime I would l i k e t o move t o Strike o u t , t h a t i f t h a t mot ion 

t o s t r i k e i s den ied , t he Board must have comparable s t a t i s t i c s 

upon the growth and development o f o t h e r branch bank ing 

o r g a n i z a t i o n s i n the same a rea , o t h e r w i s e , t he Board ' s 

evidence w i l l l ead t o the i r r e s i s t a b l e i n f e rence t h a t the 

Board a r r i v e d a t t he c o n c l u s i o n , f i r s t , and then se t out 

t o prove i t by devious and incomplete s t a t i s t i c a l methods. 

I n view o f those f a c t s , I , a t t h i s t i m e , demand 

and move i n t he a l t e r n a t i v e e i t h e r t h a t E x h i b i t s 13 t o 19, 

i n c l u s i v e , be s t r i c k e n f rom the r e c o r d on the grounds s t a t e d 

i n ray p rev ious o b j e c t i o n s , o r t h a t the f o l l o w i n g e x h i b i t s 

o r a t l e a s t t he unpubl ished source m a t e r i a l f rom which they can 

be p repared , as may be requested by me, be assembled and 

prepared by the s t a f f o f the Board and be made a v a i l a b l e t o 

Transamer ica C o r p o r a t i o n a t a reasonab le t ime p r i o r t o the 
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reconvening o f the hear ings i n San F ranc i sco . 

The e x h i b i t s I request are e x h i b i t s comparable t o 

3oard*s E x h i b i t s 13* 14, 15* 16, 17* 18, 19* and 20 f o r each 

of the f o l l o w i n g banks and t h e i r predecessors, f o r eaeh l o c a t i o n 

i n which they opera te , toge ther w i t h the eounty t o t a l s : 

1« S e c u r i t y F i r s t N a t i o n a l Bank o f Los Angeles 
% 

and i t s predecessors, 

2 . American T rus t Company o f San Franc isco and i t s 

predecessors, 

3 . A n g l o - C a l i f o r n i a Na t i ona l Bank o f San Francisco 

and i t s predecessors, 

4 . C i t i zens Na t i ona l T rus t and Savings Bank o f i 

Rive rs ide and i t s predecessors, 

5 . V a l l e y Na t i ona l Bank o f Ar izona and i t s p re -

decessors, 

6 . Un i ted Sta tes Na t i ona l Bank o f Po r t l and and i t s 

predecessors, 

7 . Na t i ona l Bank o f Commerce, S e a t t l e , and i t s p r e -

decessors, 

8 . S e a t t l e F i r s t Na t i ona l Bank and i t s predecessors. 

MR. TOWNSEND: May i t p lease the Hear ing O f f i c e r , 

l e t ' s t a l k about t h i s i n the order i n which Mr. Stewart d i s -

cussed i t . I f r e e l y concede t h a t a good b i t o f the s t a t i s t i c a l 

m a t e r i a l t h a t has gone i n t o the reco rd i s based upon i n f o r -

mat ion which i s not g e n e r a l l y p u b l i c m a t e r i a l . However, 
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a n t i c i p a t i n g the des i re o f counsel f o r Transamerlca t o be 

assured o f the correctness o f the s t a t i s t i c s r e f l e c t e d i n 

these var ious e x h i b i t s t o which he has r e f e r r e d , I am prepared 

t o make the f o l l o w i n g o f f e r : Mr. Horbet t i s r i g h t now engaged 

i n the task o f pe rsona l l y v e r i f y i n g each and every one of 

the f i g u r e s t h a t appear i n the var ious e x h i b i t s which were 

in t roduced wh i le he viae on d i r e c t examinat ion. 

I , t h e r e f o r e , o f f e r t o permit any s t a t i s t i c i a n or 

ass i s tan t t h a t Mr. Stewart may have t o go w i t h Mr. Horbett 

over each and every one of the sources o f ma te r i a l t ha t have 

been used i n the compi la t ion o f these e x h i b i t s , t o s i t w i t h 

him i n the checking o f a l l o f these t o t a l s , so t ha t Mr. 

Stewart oan be assured of the correctness o f the f i g u r e s tha t 

are there inc luded. 

That process, as Mr. Horbet t i n d i c a t e s , w i l l take 

severa l weeks, but I had hoped t ha t i t could be completed 

between now and the t ime tha t the hear ing i s t o be resumed 

i n San Franc isco. That , i t seems t o me, i s requ i red out o f 

f a i r ness t o Mr. Stewar t , so t h a t the f i g u r e s represented here 

can be cheoked as t o accuracy. 

Po in t Number 2s Mr. Stewart says t h a t he would 

l i k e t o have ma te r i a l prepared by the Board concerning the 

growth and development i n t h e i r respec t i ve areas o f some 

e igh t or n ine banking i n s t i t u t i o n s . I don ' t be l ieve t h a t 

t h i s i s the t ime f o r the Hearing O f f i c e r t o r u l e on the quest ion 

phl4 
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jjof the re levancy o f such s t a t i s t i c s , and I t h i n k t h a t the 

^appropr ia te t i n e f o r t h a t t o take p lace would he when Mr. 
I 
•Stewart i s engaged i n the p resen ta t i on o f h i s own case, 
t i 

At t h a t t ime I t h i n k t h a t i f the Hearing O f f i c e r , 

upon a demand by Mr. S tewar t , should conclude t h a t such s t a -

t i s t i c s are r e l e v a n t i n t h i s case and should be used i n con-

n e c t i o n w i t h the p resen ta t i on o f the Respondent's defense i n 

t h i s case, then I , t o o , would Jo in w i t h Mr. Stewart i n a 

request o f the Board t o make t h a t i n f o r m a t i o n a v a i l a b l e . 

I do not b e l i e v e , however, t h a t now i s the t ime t o 

cross t h a t b r i d g e . 

I would make no secre t o f the f a c t t h a t i f and when 

suoh a request i s made a t an appropr ia te t ime , t h a t I probably 

would conceive i t my duty t o ob jec t t o the e n t i r e sub jec t 

mat ter as i r r e l e v a n t . I t amy be t h a t a t t h a t t ime more ex -

tens i ve argument would be i n o r d e r , bu t c e r t a i n l y a t t h i s t ime 

we are concerned s o l e l y w i t h the accuracy o f the documents 

which we have in t roduced and w i t h t h e i r re levancy i n e s t a b l i s h -

i n g the charges which are coitained i n the comp la in t , and so 

w i t h the o f f e r r espec t i ng the checking o f Mr. Horbe t t *s m a t e r i a l 

and the ob jec t i ons t o the Hearing O f f i c e r cons ide r ing a t t h i s 

t ime what might be an appropr ia te method o f p resen t ing a 

l e g i t i m a t e and re l evan t defense on the p a r t o f Transamerica, 

I s h a l l conclude. 
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MR. STEWART: Mr. Hear ing O f f i c e r , I have th ree 

comments t o make about what counsel has Just s a i d . 

I n the f i r s t p l a c e , as t o the present re levancy o f the 

m a t e r i a l , I t h i n k i t i s q u i t e c l e a r , as i n d i c a t e d i n my 

prev ious s ta tement , t h a t the m a t e r i a l i s r e l e v a n t now w i t h 

respect t o the e x h i b i t s t h a t Mr. Horbe t t has prepared and pu t 

i n t o ev idence. I t i s no t merely a ma t te r o f a f f i r m a t i v e 

defense—al though I f r e e l y concede i t w i l l be u s e f u l when we 

get t o t h a t p o i n t , t oo—but i t i s a mat te r o f t e s t i n g whether 

these e x h i b i t s , even though t r u t h f u l I n the fo rm i n which 

set up , and even though my checks, which Mr. Townsend has 

entered t o make p o s s i b l e , may show them t o be t r u t h f u l i n the 

ferm i n which se t u p , — the q u e s t i o n whether , i n s p i t e o f 

t h a t , the e x h i b i t s are m is lead ing because o f o the r f a c t s 

r e s p e c t i n g e the r comparable bank ing s i t u a t i o n s which are 

v a r i e d i n t o t a l s i n the e x h i b i t s as now prepared. That i s my 

p o s i t i o n as t e the present r e l evancy . 

As t o the second p o i n t , why wa i t ? Why w a i t ? Mr. Horbe t t 

has t e s t i f i e d t o the magnitude o f the p r e p a r a t i o n o f these 

e x h i b i t s , and the t ime and e f f o r t t h a t went i n t o t h e i r prepara 

t l e n . 

I have no d e s i r e t o h o l d up these proceedings t o have 

these t h i n g s prepared, Even i f counse l were oofrreot t h a t 

tisey m u M bo p r l m r i l y r e l e v a n t - i n any A f f i r m a t i v e case, 

, i o n * t not? the t ime t e se t the wheels i n mot ion and ge t them 

Arms 
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And, t h i r d , I have an t i c ipa ted t ha t counsel might say 

tha t there was A quest ion as t o whether t h i s was a matter 

tha t would have t o be re fe r red to the Board. I don ' t know 

what the Hearing O f f i c e r ' s view of tha t i s , but Just so tha t 

we can cover t ha t as w e l l as making the app l i ca t i on I have 

already made to the Hearing O f f i c e r , I have prepared, and 

would l i k e mw te f i l e , a demand addressed to the Board f o r the 

product ion and preparat ion o f t h i s in fo rmat ion which i s 

ava i lab le only through the Beard. I should l i k e te f i l e tha t 

demand a t t h i s t ime. 

I t i s , i n substance, s i m i l a r to the statement which 1 

made e r & l l y en the record. I w i l l g ive counsel two copies. 

And may I Just say t h i s , s i r : On the quest ion of 

re levancy, tha Hearing O f f i c e r has already ru led tha t a t l eas t 

one ef the banks mentioned I n ray l i s t , here, i s re levan t , tha t 

having been made dur ing the test imony of Mr Eccles« 

THE HEARING OFFICER: The quest ion I was going to 

ask yeu, Mr. Stewart , was: Did you comment en Mr. Townsend9s 

o f f e r te make the records ava i lab le t e a s t a t i s t i c i a n ? 

MR. STEWART: I d i d n ' t t h i nk t ha t requi red any 

comment, s i r . He has made the o f f e r , and n a t u r a l l y I would 

l i k e t o a v a i l myself of the oppor tun i t y . I t h i nk there are 

seme mechanical problems tha t I can best work out w i t h counsel 

e f f the record. 
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MR. TOWNSEND: Mr* Hear ing O f f i c e r * I do o b j e c t 

t o your r u l i n g on the re levancy o f these ques t i ons . I d o n ' t 

t h i n k t h a t they are an a p p r o p r i a t e p a r t o f the case* and the 

best way t o I l l u s t r a t e I t I s as f o l l o w s : The ques t ion a t 

the conc lus ion o f the Board9s case w i l l be whether o r no t 

the Board has sus ta ined the burden o f p roo f which I t has 

I n e s t a b l i s h i n g the a l l e g a t i o n s o f the comp la in t . 

I f u l l y a n t i c i p a t e t h a t a t the conc lus ion o f the Board9s 

case counsel f o r Transamerlca w i l l make a mot ion t o d ismiss 

f o r f a i l u r e o f p r o o f . At t h a t t ime i t w i l l be your du ty 

t o assess the r e l a t i v e we igh t o f the evidence t h a t has been 

in t roduced i n t o evidence by me t o determine whether or n o t , 

i n your Judgment* a pr ima f a c i e case has been e s t a b l i s h e d . 

At t h a t t ime i t i s the Board9s evidence which I s t o 

be considered* presumably# I have been making these arguments 

t o you on a number o f occasions« The mat te rs t h a t no rma l l y 

r e s t i n t h o domain o f defense tes t imony would no t * then* have 

appeared I n the r e c o r d . 

I f the e x h i b i t s which have been in t roduced i n evidence 
a 

by r . Ho rbe t t and by mysel f a re o f a k i n d t h a t , themselves* 

suggest d i s t o r t e d meanings* then t h i s Hear ing O f f i c e r w i l l * 

I am sure* ignore those r e p o r t s i f they do no t c o n t r i b u t e 

a t a l l t o the d e t e r m i n a t i o n o f the mot ion t o d i s m i s s . 

Consequent ly , I t i s on l y a f t e r the d e c i s i o n on the Board f s 
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ques t i on t h a t th i s mat ter o f what they want t o show by way 

o f r e b u t t a l o f the Board 's test imony l o g i c a l l y should f o l l o w . 

Suppose you r u l e t h a t the Board has not es tab l i shed a 

case on I t s own m a t e r i a l . Then, c e r t a i n l y , the p repa ra t i on 

o f the documents which Mr. Stewart has requested would 

become moot and unnecessary. Therefore I most r e s p e c t f u l l y 

suggest , s i r , t h a t t h i s i s not the t ime t o r u l e on t h a t 

ques t i on . These documents are i n the record f o r what they are 

wor th . Mr. Horbet t knows no th ing about h i s own admission. 

Anyth ing concerning the growth and development o f any of the 

banks which Mr. Stewart has asked him about—he prepared no 

such I n f o r m a t i o n . 

There fo re , the present p roduc t i on o f those documents 

cannot p o s s i b l y e l i c i t another word or a l i n e f rom Mr. Horbet t 

a t p resen t ; and t h a t , I t h i n k , conf i rms more than any o ther 

f a c t o r t h a t t h i s i s no t the t ime f o r a r u l i n g on t h a t ques t ion . 

MR. STEWART: I f the Hear ing O f f i c e r p lease, w i t hou t 

w i thdrawing any th ing I sa id be fo re , I would Just l i k e to 

make one comment on counse l ' s speech; and t h a t i s t h a t i f 

eve ry th ing he sa id were t r u e , there i s a t l e a s t go ing t o be 

a tremendous de lay invo lved i n the p r e p a r a t i o n o f t h i s m a t e r i a l 

a t a l a t e r t ime unless the p repa ra t i on i s commenced now • and 

I want the record t o be c l e a r , and the Hearing O f f i c e r t o 

understand, t h a t I am making the suggest ion now, in p a r t i n 

order t o avo id t ha t de lay , and t h a t i f t h a t de lay should become 
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necessary l a t e r by reason o f the Board 's r e f u s a l t o go 

ahead on my demand a t the present t ime the delay w i l l not 

be. one f o r which I can accept any r e s p o n s i b i l i t y . , 

THE HEARING OFFICER: I t I s assumed t h a t counsel 

have agreed t h a t s t a t i s t i c a l he lp be a v a i l a b l e t o check 

the accuracy o f the I n fo rma t i on r e f e r r e d t o I n these 

e x h i b i t s . There fo re , the mot ion t o deny t o s t r i k e t h a t 

evidence f rom the record . 

On the second demand o f counsel f o r Transamerlca, you have 

made your demand t o the Board o f Governors. 

MR. STEWART: I made I t bo th ways, s i r . I made i t 

t o you, i n case you thought you could pass on I t , and t o the 

Board i n case you thought you c o u l d n ' t . 

THE HEARING OFFICER: Coming t h a t way, I t h i n k I 

would have t o r e f e r t h i s mat te r t o the Boas!. But I want t o 

say t h i s f o r the b e n e f i t o f bo th counsel and the d i r e c t o r : That I 

want t o t r ansm i t t o the Board the arguments t h a t have been 

made as t o the expediency, and so f o r t h , i n connect ion w i t h 

t h i s , and I w i l l do t h a t . 

MR. $TE®SlTt I t h i n k , s i r , i f you w i l l note i n 

the fo rma l demand which I handed up I s t a ted t h a t I t i s 

based upon the test imony o f Mr. Horbet t and the e x h i b i t s , so 

t h a t I b e l i e v e , pursuant t o t h a t , t h a t the t r a n s c r i p t o f a l l 

o f Mr. Horbe t t *s test imony and those e x h i b i t s should be 

be fore the Board when I t considers t h i s mat ter as w e l l as the 
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statements made by counsel t h i s morning. 

THE HEARING OFFICER: The Board w i l l have complete 

i n f o r m a t i o n on the s u b j e c t , and I t h i n k t h a t i s probably 

the best way t o leave I t . 

MR. STEWART: That i s a l l I have f o r Mr. Horbet t 

a t t h i s t ime , s i r , sub jec t t o the r i g h t o f d e t a i l e d cross 

examinat ion upon the e x h i b i t s a f t e r the i n f o r m a t i o n has beejn 

checked, as we p rev i ous l y s t i p u l a t e d upon the reco rd . 

(D iscuss ion o f f the r e c o r d . ) 

MR. TOWNSEND: May i t please the Hearing O f f i c e r , 

I n the l i g h t o f the developments I now p o i n t out t h a t i t 

would be a convenient p lace t o break u n t i l we resume i n 

San Franc l8co . 

On t h a t s u b j e c t , I would say t h a t we had a meeting o f 

counsel yesterday a f te rnoon and va r ious dates were suggested 

and the one t h a t tu rned out t o be agreeable t o both s ides 

was the date o f Monday, March 28. I r e s p e c t f u l l y request 

t h a t the hear ings be recessed today t o Monday, March 28, t o 

be resumed a t the o f f i c e o f the Federa l Reserve Bank a t 

San Franc isco . 

Meanwhile, however, I a l so would l i k e t o p o i n t out t h a t i f 

the Board ac ts i n the i n t e r i m on the demand by Stewart 

r e c e n t l y argued, t h a t Mr. Stewart should be prompt ly n o t i f i e d , 

even though the hear ings are not i n p rogress . 

THE HEARING OFFICER: The 28th i s the e a r l i e s t date? 
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MR. TOWNSEND: There were o ther dates d iscussed, 

e a r l i e r , Mr. Hear ing O f f i c e r , bu t i t Just tu rned out not t o 

be acceptable t o counsel , and I would r a t h e r not put the 

blame on e i t h e r s ide* I t h i n k i t was a mat te r t h a t we worked 

out t o the best o f our a b i l i t i e s . 

MR. STEWART: I f the Hear ing O f f i c e r p lease, Just 

so t h a t the record w i l l be c l e a r on i t , Mr. Townsend suggested 

the need f o r h i s being i n c e r t a i n o ther a c t i v i t i e s between 

now and then—a need which I can apprec ia te and understand 

and which occurs t o a l l lawyers on one occasion or another— 

and I am not disposed t o push him any harder than he wants 

t o be pushed on i t and so I acquiesced i n the March 28 

suggest ion iipon the theory t h a t Mr. Townsend i s not ye t 
h i s 

r e s t i n g h i s case and i s s t i l l p r e s e n t i n g / a f f i r m a t i v e case. 

Of course I do want i t c l e a r t h a t my agreement t o t ha t 

date i s w l t h o u t p r e j u d l c e t o my a p p l i c a t i o n , I f I may deem i t 

w i se , f o r such a d d i t i o n a l t ime as may be necessary f o r me, 

a t a l a t e r da te , t o prepare my m a t e r i a l f o r my a f f i r m a t i v e 

case. 

THE HEARING OFFICER: We c e r t a i n l y s h a l l accord you 

e x a c t l y the same t rea tment , Mr. S tewar t . 

The hear ing w i l l then recess u n t i l Monday the 2$th day 

o f March a t 10:30 i n the morning i n the Federa l Reserve B u i l d i n g , 

San F ranc isco , C a l i f o r n i a . 
(Whereupon, a t 1:05 P. m. , the hear ing adjourned to 

Monday, Maroh 19*9* 
0:30 sum* 5 I n the Federa l Reserve 

B u i l d i n g , San Franc isco , C a l i f o r n i a . ) 
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