BANKS A“:ﬂ BAVK 'NG: Proper partiez to distribute special deposits

in restricted benks,

September S, 1933,

N I

5 Fl tD

L ;
gy

.,

don, O, He Moberly
Commissioner of ¥Finance
Jefferson (City, Missouri

Dear Mr, Moberly:

Your letter of “eptember 20th, received, in which you
encloce a copy of a letter of date of Margh l4th, 1933, directed
to sll State banks which were put under restrietions in accordance
with Laws of 1933, at peges 402 to 406, inclusive, and, to get
the matter clesrly outlined, both of your letters, March 14th, 1933
and ‘eptember 20th, 1933, are herewith set forth:

"I am sorry to advise you that the condition of
your bank, &s we find it, does not appear to
Jultlfy plrllttin{ you to open upon a normal
basis and you will, therefore, be guided by
the following rutr:lctiout

1., Depositors, includ demand, savings
and tine, may, for a period six months, Dbe-
ginning with the date of opeming, withdraw not
to exceed five per cent of their deposits as at
close of business March 3, 1933, provided that,
if conditions Justify, additional withdrawals
may be peraitted upon prior written consent
from the Commissioner of Finance. In the case
of time d’outs, not exceoding five per cent
may be paid upon maturity but not before
maturity if maturity comes within the six
months' period mentiocned above, No time de-
posits ere to be paid before maturity and the
balance of ninety-five per cent renewed
on the basis as heretofore, but, the holders
of time depoaite do not wish to remnew, they may
deposit same as demand deposits, without Inter-
est, subject to restrictions for withdrawale
as provided above,
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2. Durinz the period that the bank i
operating under these restrictions, 1t ir# to
create no additional bille payable without
the prior written conesent of e Commiessioner
of Pinance,

8. The present cutstanding bills ble
should be uguiutod as rapidly s possible
from the collection or sale of collateral
pledged as security therefor,

4. No amount is to be paid on bilk pay~-
able out of mew deposite coming into the bank
after ites opening under these restrictions,

5. Upon opening the bank new derosits
may be received only from your present custo-
mers, Such new deposits shall be kept separate
from the old or frozen depoaits and shall be
kept in cash or with some State Benk, approved
by this Department as a reserve depositary,
and no part of such funds g0 deposited shall be
loaned, except upon United States Bondas or
other securities of the Covernment of the
mited States or upon the bonds of the “tate
of Missouri as collateral, allowing a safe
mergin to meet fluctustions in the market
price of such collateral. Such funds shall be
cons idered trust funds and not an asset of the
bank and shal’ be paid out on the check of
such customers drawn against their respective
balances,

6. "™mtil further suthorized, in writing
by the Comnissioner of Finance, you shall uio
no nmew losns from old deposits or from eollec~-
tions on 014 loans made prior to ¥arch 4, 1933,
but this shall not prohibit rmml of losns
made prior to ¥March 4, 1933 it is
strictly umderstood thlt ali oolloc fons possible
will be made on such loans and renewals accept-
ed only where necessary.

7. These rulees and regulations may be cheng-
ed fron time o time by the Commissioner of
:ln;n;: or -ay be extended not beyond February

938.
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8. These restrictions and regulations
are made in accordance with the provisions of
Semate Bill No, 203, of the Gemeral /‘ssembly
of the State of Missouri of 19335. Penalties
provided in said Bill shall apply if any of
the regulations or requirements therein set out
are violated.”

"I em enclos herewith a copy of a let:er
which was sent to all bankse t were per-
mitted topen under restrictions after the
holiday !n March, and wish to call
your attention to paragraph 5 thereof, rela-
tive to the new deposits which these banks
were permitted to accept as trust funds,

The question now arises as to how these new
deposits or trust funde shall be paid to the
depositors in csse the bank passes into liguie-
dation., Imn your opinion would the Epeclal

nep Commissioner aprointed to liguidate the
bank permitted to pay out these funde
immedistely or would he be obliged to wait
uwntil the four months' period for fil

claims had elapsed snd these claims declared
preferred claime by the Court? These funds,
of course, were deposited with the understand-
ing that they were not to be considered as
assets in these banks,

In the event the Specisl Ueputy Commissioner
is not permitted to pay out these funds
imnediately, it will be neceasary for the
officers of the bank to pay out these deposits
before the bank is placed in the hands of this
lepartment for liguidation,”

You ask for owr opinion as to who should distribute the
new special deposits or trust funde deposited in restricted banks
under Section § of your offilecial letter of March l4th, which is
hereinbefore set forth,
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For one to get a proper understanding of the matter and
a fair interpretastio one must have some knowledge of the trying
times the financial institutions were going thro with at that
time and the unrest among the people relative to financial
matters and moneys on deposit in our banking institutions. It
was to the interest of all of the people that the confidence of
the people in our banking institutions be restored., At the time
your letter of Harch 1l4th was issued, as an offieial rromulgation
of the Comnissioner of Finance of the State of Missouri, the
restoration of the confidence of the pecple im our banking insti-
tutions was one of the guiding influences end the thing aimed at
when said Section 5 of your letter wes written.

Your request for an opinion ar to whether these special
or trust funds shonld be paid out by a special deputy commission-
er of finsnce appointed to liguidate the bank, immediately, or
would the depositors of these new deposite be obliged to wait wmtil
the four-months period, as required by statute for filing claims
against closed banks, had elapsed snd then these claims be declar-
ed preferences by a court of competent Jjurisdiction,

Of gourse, as stated in your letter, these funds were de-
posited with the understanding and agreement with the people so
dercsiting sald moneys that they were not to be considered as
assets of these restricted banks and, with this distinet under-
etanding, they deposited their moneys in these banks, thereby
guttlng their moneys in the channels of trade and bagk into circu-

ation, which was eseential at that time,

It 12 the opinion of this Department that these special
deposits, snd they are in truth and in fact trust funds, should
be paid out the present officers of the bank before the bank
is placed in the hands of the Commisesioner of Finamce for ligui-
dation, and thereby not compel the depositors to wait four
months time before receiving their mcz:; However, in the
event that all of these moneys had not n returned to the
depositors at the time that the bmmk is placed in the hands of
the Commissioner of Finance, and it is desirable that they should
be paid out before that time, in our opinion, it would be proper
and right for you to lu:mio some person, and this might be
the special deputy comnissioner in charge of that particular bank,
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to distribute theze deposits to the rightful owmers thereof, and
in this way these funds would not be !nvolved or commingled with
the assets of the bank before the new deposits were teken.

Very truly yours,

COVELL R. HEWITT
Assistant Attorney-veneral,

APPROVED: i —
ittorney-Genersl,

CRd: "G




