BANKS & BANKING:

Hon. L. e Zirdszell
Udeneral Counsel

Right of subrogation of Federal Deposit
Insurance Corporation in event of failure
of banks in Missouri.

&%

.’.ﬁy 12, 1934.

“ederal eposit Insurance Corporation

‘ashington, D. C.

Dear $ir:

This Department is in receipt of your letter of recent
date in which you reguested an expression of our opinion relative

to certain guestioms

For convenience, we are herewith setting

forth a copy of your letter as follows:

"I write to solicit your cooperation in
making more completely effective the
provigions of the Ranking .ect of 1933,
relating to the Iinsurance of deposits.
adequate provision for the effective
operation of the insurance reqguires
definite answers from each .tate to the
following gquestions:

l. "hether the laws of the State
authorize or permit State banks, trust
companies, or mutual savings banks,
organized or doing business under the
laws of the State, to purchase Class A
stock of the Federal lLeposit Insurance
Corporation and to assume the obligations
incident to the ownership of such stock.

2, vhether the laws of the State author-
ize or permit this Corporation to be anpoint-
ed Receiver of a State bank, trust commny
or mutual saving bank, organized or doing
business under the laws of the State in the
event the bank should be closed on account
of inability to meet demands of its depos-

itors.
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3. In the event the law of the S3tate
does not permit the ap ointwent of the
Corporation as Hecelver, how may the
Corporation be assured of the enjoyment of
its right to receive dividends on the
same basis as in the case of a closed
National bank? #ill such recognition in
your State: (a) be accorded by State law;
(b) be evidenced by t"e allowance of claims
by appropriate State authority; (ec) be
effected by assiznment of claims b; deposi-
tors; or (d) be accorded by some other
method? lecognition in one or more of the
forms indicated must be accorded before the
avount of insured deposit liabilitles so
recognized can be made avallable in a new
bank; hence the lmportance of knowing in
advance which method may legally be sought and
the most advantageous procedure for obtain-
ing it.

¥or your convenience in considering ghese
questions, as they may arise under the law
of your State, [ am enclosing a copy of the
Banking Act of 1933 and will direect your
attention particularly to subsections (d),
(.)’ (£), (3): (h), (m), (n) and (I) of
Section 128 of the said .ct.

In the event any added legislation is required

in your State to secure more effective operation
of the insurance provisions of the Banking Act

of 1933, I shall be very glad indeed if 1

have an expression of your opinion to that

efiect, and as to how soon same may be secured,
Also, if it should be necessary in your -tate

to resort to one of the alternative modes of
obtaining a recognition of the rights of this
Corporation to receive dividends as indicated
above, I shall very much appreciate an expression
of your opinion as to which mode is the most
practicable and desirable in view of the need that
would exist for immediate recognlition.
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It will be evident to you, I am sure, that
these guestions are of the utmost import-
ance, in that if and when occasion arises

to pay losses, it will be immediately imper-
ative that action be both expeditious and
ef lective, "

ek

e wish to take up each cof the guestions asked in the same
order as set forth in your lestter and use the sa:e subdivisions as
you have used,

I.

eplying to your first question, will say that the Legis~
lature gt the 1935-1934, Ixtra ‘ession, enacted leglislation which
provided for and authorized banks ana trust companies to purchase
stock of the Federal _eposit Insurance Corporation and toc assume
the obligations incident to the ownership of sueh stock.

dection B384, of Article II, of Chapter 54 of the Hevised
Statutes of k¥issouri, 1929, relating to the rights and powers of
banks, was amended at the 1933-1934, Extra Session of the ¥issouri
General .ssembly, in this particular as follows (Page 136, Laws of
50., 1933-1934, lixtra Session):

"3a. To subscribe for and purchase such
stock in the Federal _eposit Insurance
Corporation and to become a member of the
Teuporary Federal leposit insurance Fund
and to make such payments to and to make
such deposits with said Federal  eposit
Insurance Corporation and to pay such
assessments made by such corporation as
will enable the bank to obtain the benefits
of the insurance of deposits under the ict
of Congress known as the 'Banking ct of
1933"'" and any amendments thereto."
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180, at the same session of the leneral Assembly,
Section 65421 of article 1II, Chapter 34 of the H. 5. of iMo. 1 29,
and found at pages 140-141, xtra cSession cts of 1933-1934,
the law was amended as to trust companies purchasing stock in
the ‘ederal leposit Insurance Corporation, and is as follows:

"15. Any trust company doing a banking
business may subscribe for and purchase
such stock in the Federal leposit Insur-
ance Corporation and may become a member
of the ’'emporary ederal leposit Insur-
ance 'und and may make such payments to
and make such deposits with sald Federal
Deposelt Insurance Corperation and pay sueh
asse-sments made by such corporation as
will enable the trust company to obtain
the benefitas of the insurance of deposits
under the Act of Congress known as the
'"Banking Aet of 1933'" and any amendments
thereto."”

S50, 1t will be seen thai the Laws of Lissourl have been
amended to permit banks and trust companies tc purchase stoeck in
the rederal !eposit Insurance Corporation,

In your first question you Inquire as to the authority of
matual savings banks in Missourl being authorized to porchase
such stock.

Article V, Chapter 34, i, 8. “u, 1989, governing savings
banks in this State, was not amended. Uut, upon inquiry at the
Lepartment of the State Finance Commissioner, we ascertained that
there were no savings banks existing in Missouri chartcred under
article V, supra; that all banks are chartered under . ec¢ction
6364 ,and tru:st ecompanies under Section 5421,

1.

Heplying to the second question asked in your letter, we
do not thin! that under the Lawa of Missouri the Federal Deposit
insurance Porporation may be appointed recelver, liquidator or
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conservator of a state bank or trust company or mutual savings
bank organized and doing business under the laws of this ftate
in the event of a failure of such instituticn. Uur State laws
provide, uwnder- Sectlon 6385, E. &. Mo. 1929, for the appoint-
ment of an individual, or individuals, as special deputy commisge
sloners of finance, who under the law perform the functions of
a receliver, liguldator, or conservator. This section further
provides that a bank or trust company may be appointed special
deputy commissioner of finance in charge of a fai led bank and
shall be fully authorized and empowered to do any and all acts
and things which the Commissioner of iinance may deem necessary
and advisable in liquidating the busin-~ss ani agsets of a cor-
poration or private banker in his pos:cession,

‘e do not think that our statute anthorizes the apnoint-
ment of Lhe “cderal eposit Insurance Corporation as recelver,
liquidator or conservator of a bank or trust company or savings
bank in Missouri in the event of failure,

III.

eplyins to your third question, will say that Section
6364, of article Ii, Chapter 34, of R. S. ¥Mo., 1929, relating
to the rights and powers of banks, was amended, laws of Hissouri,
1935~1934, 'xtra Session, and found at page 136 thereof, and
gubdivision 30 was added thereto, which we hereafter set forth,
vig.: -

3. In order that banks organized under
the lLaws of the ‘tate of liessouri and the
depositors thereof may have the same
opportunity and enjoy the benefits of the
Act af Congress Imown as the 'Banking Act
of 1933' in relation to the insurance of
deposite and all amendments thereto, as
national banks, the Federal Teprosit Insur-
ance Corporation shall, with like force
and effect as if the closcd bank were a
national bank, be subrogated to all the
rights against a closed bank or private
banker, of the owners of insured deposits
therein and shall be entitled to receive
such dividends from the procesg (proceeds)
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of the assets of such closed bank as
would have been payable to sueh depos-
itor, until such dividends shall egual
the insured deposit liability to such
depositor; and the ~deral eposit
Insurance Corporation may, if it shall
deem it expedient or necessary so to do,
present and procure the allowance of the
claim or claims of any insured depositor
or depositors, or may require lnsured
depositors tc make due proof of thelr
claics or to assign their claims to sald
Federal eposit insurance Corporation, or
to do any other act which may be deemed
necessary or expedient to enable the
Federal eposit Insurance Corporation to
ful'y avail itself of the above right to
subrogation,” ?

also, .ection 5421, .rticle II, Chapter 34, K. &, Mo, 1929,
rel-tin, to the ri . hts and powers of trust companics was further
amended b adding thereto sub ivision 16, Laws of Miscsouri, 19335-1934,
Extra session, found at page 143 thereof, which i1s as follows:

"In order that trust companies organized
under the Laws oi the Sta.e of Missouri
and doing a banking business and the
depositers thereof may have the same
opportunity and enjoy Lhe benefits of the
act of Congress known as the 'Banking .ct
of 1933' in relation to the insurance of
depoisits and all anendments thereto, as
national banks, the Federal leposit Insur=-
ance Corporation shall, with like force
and effect as if the closed trust company
were a national bank, be subrogated to all
the rights against a closed trust company,
of the owners of Iinsured deposits therein
and shall be entitled to receive such
dividends from the proceeds of the assets
of such closed trust company as would have
been payable to such depositor, until such
dividends shall egual the insurcd deposit
liability to such deposltor; and the
Federal eposit Insurance Corporation may,
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if it shall deem it expedient or

necessary so to do, prcsent and procure

the allowance of the claim or clai s of

any insured depositor or depositors, or

may require insured depositors to make

due proof of their clains or to ascign their
claims to said Federal /'eposit Insurance
Corporatlion, or to do any other act which
may be deemed necessary or expedient to
enable the "ederal eposit .nsurance Corpor-
ation to fully avall itself of the above
right of subrogation,”

T'he above two subdivisions, 3b and 16, of Sections 5364
and 5421, respectively, provide fully that the I‘ederal Deposit
insurance Corporation may be subrogated to all the rights against
a closed bank or private banker or trust company of the owner or
owmers of insured deposits therein and shall be entitled to receive
such dividends from the proceeds of the assets of such closed
bank as would have been payable to such depositor; and the statutes
further provide that the Federal eposit lnsurance Corporation
may present and procure the allowance of claim or claims of
insured depositor or depositors or the federal l'eposit Insurance
Corporation may require the insured depositors to make due proof
of their claims and to assign their claims to the Federal Leposit
Insurance Corporation and do any other act which the rederal
Deposit insurance Corporation may deew necessary or expedlent
to enable 1t to fully avail itself of the rights of subrogation,

It will be seen that the above statutes af ord ample
machinery whereby the Federal  eposit insurance Corporation may be
protected. The corporation may require the insured depositor to
assign his claim against the falled bank t. the corporation before
allowvance or require the insured depositor to make due proof of
his claim and have allowance made by the proper authorities and
then assign the allowed c¢lain to the corporation, in either event
the srsignee, Federal ' eposit .nsurance Corporation, would
receive the dividends as they may become due and payable,

It would seem that the plan of having the Insured depositor
have his clai» allowed by the proper authorities and then assign
to the Federal Deposit insurance Corporation the allowed claim
might be preferable, the consideration for the assignment being




Hon. Le E. irdsell - t‘y 12’ 19:‘5‘4.

the payment to the insured depositor, the amount of h:.s insured
deposit by the “ederal ieposit Insurance Corporation. However,
there might be some minor complications where only a portion of
the depositors deposit was insured, in that event the depositor
would assign only a part of his .eposit. ihis, we are sure can
be taken care of by arrangezent being made with speci 1l deputy
commissicner of finance in charge of the falled bank per-ittiing
the depositor to assign a part of his deposit.

“e think, under the above azendments of the lLlssourl
statutes, that the insurance corporation les fully and amply pro-
tected in its rights of subrogation. Ve might add that in the
event other lezislation is neces:-ary to make more effective the
Federal Banking .ict of 1933, and particularily cection 12B relating
to the ederal 'eposit Insurance Corporation, that the Viasouril
Legislature will meet in regular session in January, 1938.

If we have not made curselves clear on any of the gquestions
above discussed, we shall be glad to cooperate in any way possible
tc bring about effective administration of the laws concerning
failed banks as it affects the Federal !eposit Insurance Corporation,

very truly yours,

COVELL R. HEWITT
Agssistant Attorney-General.

APFROVEDS

ROY Wer TTRICH
Attorney-General,

CRIHIEG




