
Right of subrogation of Federal Deposj 
In~urance Cor poration in event of fai l ure 
of banks in Missouri. 

t ay 12, 1934 . 

Hon . L. L. ~irazell 
veneral Counsel 
edcral .eoosit I nsurance Cor poration 

.ashin~ton, L. c. 

Dear :Sir: 

This Department is in receipt of 7our letter or r ecent 
date in which you reque sted an exoression of Ol~ opinion relative 
t o certain queetio~ tor convenience, we are herewith se t ting 
forth a copy of your 1etter as f ollows: 

~I write to solicit your cooperation i n 
making mere c ompletely effec t ive t he 
orovi s ior s of th e banking ~t of 1933, 
relatin6 to the insurance of deposits. 
~dequate orovi s i on for t he eff ec tive 

ooerat ion of the insurance requi res 
definite answers f rom each ~tate t o the 
followi ne que stions: 

1. ·he ther t he laws of t '1e State 
aut horize or pe r ,ai t ~tate banks., trust 
companies, or motual savl n6S ban ks, 
or gani zed or doin~ bus1ness under the 
laws of t he St ate , t o pure se Cl a ss A 
·~ took of the Federal Leposit Insurance 
Coroorati on and t o assume t he obligations 
incident t o t he ownership of such stock. 

2 . hether t he laws of t he State au t~or­
i ze or per mi t this Cor porat ion t o be a npoint­
ed lteceiver of a St a te bank, t rust comptny 
or !.1.u tual saving bank, or gan i zed or doing 
busi ness under t he l aws of t he State in the 
event the bank s hould be closed on account 
of inability t o meet demands of its depos­
i t ors . 
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3. In the e vent the law ot the State 
doe s not permi t the · ap oi nt ent or the 
Corporat ion as Heceiver, how may the 
Corporat i on be a ssured ot t e enjoyment of 
its right to receive dividends on the 
aa~o basis as in the case of a closed 
Nat ional bank ? ill such recognition in 
your State: (a) be accorded by State law; 
(b) be evidencod by t ~e allowance of claims 
by appro~riate btate a uthority; (c ) be 
effected by aasi0~nt of claims bJ deposi­
tors; or (d J be accorded by some other 
method? ecogni tion in one or more of the 
for~ indicated must be accorded before the 
a~unt of insured deposit liabilities so 
recognized can be made available in a new 
bank; hence t 1e 1-portance ot know1n& i n 
advance~ 1ch ~ethod AJ legally be so ~t and 
t he mos t advanta~oous oroceduro tor obtain­
ing it . 

For your conven ienc e in consider i ng these 
questions, as the~ J ari se under t ho law 
ot your ut~te , I am enc l osing a copy ot the 
Banki ng ct of 1933 and will direct JOur 
attention particularly to subsections (d) , 
(e) , (f), ( g ) , ( h ), {m ) , (n} and (y ) ot 
Section 12u of t he said ,ct. 

I n tho event any added l egislation is required 
i n your State t o secure more effective operation 
of t he insur ance provisions of the Banki ng ct 
or 1933, I ahal l be very glad indeed if I maJ 
have an expression of your opini on to t~at 
eff ect, a nd as t o how soon same oay bo s ecured. 
Also, i f i t should be necessary in your ~ tate 
t o r e sort to one ot t ~e alternative modes ot 
obtaining a recObQition ot the r16 hts ot this 
Corporation t ~ receive dividends as indicated 
above, I ohall vory much appreciate an exoresaion 
ot your opinion a t o wnich mode is the moat 
practicable and desirable in view ot t he need t ha t 
would exiat tor immediate r ecognition . 
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I t wil l be evident t o you, I a m sure , t hat 
t hese qu estions are of t~e ut most impor t ­
ance, in that if and when occasion arisos 
t o pay losees, it will be i mmediately i mpor ­
ative th..~.t action be both expeditious and 
ef ective. " 

·e wi sh to take up each of the que stions asked i n the same 
order as sot for t h in your l e tter and use t he sa :1 e su bdivi sions a s 
you hav e used. 

I . 

e pl ying to your f irs t que stion , wi l l s a y t ha t the Le6is­
lature at the 1933- 1934, •·xtr a . ess i on, enacted legislat1oz which 
provided f or and au t horized banks 1:1no. trust oornpani e s t o purch.lse 
stock of t h e Federal eposi t I nsurance Corporation and t o assume 
t he obligat ions i ncident t o t he ownership of such stock . 

~ction 5364 , or Art i c l e I I , of Chapter 34 of the Revised 
St a t u tes of .lissouri, 1929, rel a ting to t he rights and powers of 
banks, was a mended a t the 1933-1934, E.x tra Se ssion of the iasouri 
General ~ ssembly, in t his part i cular as f ollows ( ~age 136, La ws of 
.. o ., 1933-1934, l~xtra Seaelon ) : 

"3& . To subscribe f or and purcha s e such 
stock i n t h e Federa l eposi t I nsurance 
~orporatlon and t o become a member of the 
Te .. porary Federal 1 epos1 t J.nsuranoe I<"tund 
o.nd to nake such payments t o and t o make 
such deposits wit h said Federal eposit 
I nsurance Corpor a t i on and t o pay aueh 
asac nsments made b7 ~uch cor por a t ion a s 
will enable t he bank t o obtain the benefits 
of t he insuranc o of de uoaits under the \et 
of Con oss known as t he ' .t:mnk1ng ot of 
1933' and any amendments t hereto." 
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, l s ' , at t he same sess ion or the enera l \sse ~bly, 
sec tion 5421 of \rtiele II , Chapter 34 or t ho ~ . s . of o . 1 29• 
a nd found a t pages 140- 141, x t r a ~ession e ta of 19 33- 1934. 
the l aw was amended a s t o t rust companies pur ehas i n& s t ock in 
t he eder al Deposit Ins urance Corpor a t i on , and is as f ollows : 

"15 . •t.ny trus t company doing a banking 
bu ainoss may subscri be for a nd purchase 
such stock in t he !'edor a l fi epoa1 t Insur­
ance Corpora t ion and uay becoce a member 
or the e mpor ary Federal l eposi t Insur­
ance flund and may make such payments t o 
and a ke such deposi ts with s~i ' Yederal 
Leposit Insurance Corporati on ~nd pay sueh 
asse a~ent s made by such cor porat ion a a 
wil l enable t he trust company t o obt ain 
the benefits of the 1n 3urance or deposita 
under the Ac t of Coll.or esa known aa t he 
' Bankinu Act or 19 33 ' and any aMendments 
t herf' t o . " 

~ o , it wil l be s een tha t t he Laws of . 1ssouri have been 
a mended t o permit banks and trust companieo t o purchase stock in 
t he • ederal r ~poa1t I nsuranc e Corpor a t i on . 

In yo~w f irst que s t i on you i nquire a t o t he aut hor l t y ot 
mut ual savings bank s in • ssour1 be.1.ng aut~or1zea t o pPrcha se 
such s t ock . 

Ar t icle V, Chap t er 34 , • s . r .. u . 1929, 60Vorning eavi ntis 
banks in this St a te, was not a~ended . uut , upon inquiry at t he 
l-epart ment ot t he ~tate !t'inance Co.::uni asioner, we a scertained t hat 
t here wer e no su.v1n0 e banks exist ing 1n lU.ssour1 chart.. red under 
11rtic le V, supra; that a l l banks aro char t er ed under Section 
b354 , and tr.u t companies under A~t1on 5421 . 

II . 

Heplying t o t he s econd q tJe ation a sked in your l etter , we 
do not thi ~ that under the Laws or ' 1ssour1 the Feder al -~posit 
l n eurunce Oorporat ion may be ap pointed receiver, liqui dat or or 
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conservator of a state bank or trust company or mutual savin6 s 
bank organized and d oinJ bus iness under the lawa of t his ~ tate 
in t he event of a f ailure of s uch i nst itution . vur ~tate lawa 
provide, under~ Section 5323, R . J . Mo . 1929, for the appoint­
ment of an i ndividual , or individuals, as special deput y commia­
s1oners of f i nance, who under the law perform the func t ions of 
a r eceiver, liquidator, or conservator. This section fur ther 
providen th~t a bank or trust company ~Y be appo '~ nted special 
deputy commissioner of finance in cha~6e of a f m l od bank and 
shall bo ful ~ authorized and empowered to do an7 and all acta 
and thJn0 s which the CorAmissionor of i inance may deem n ecessary 
and a dvisable in liquidating the busin~ss an~ assets of a cor ­
poration or private banker i n his pos ~ esa1on. 

ie do not t hink that our statute at t~ori~os t ho ap ~oint­

men t of the 'cderal c~osit lnsurance ~ orporation as receiv~r, 
l.1quidator or cons ervator of a bank or t r ,.st eo:::tpany or savings 
bank in '' issouri in th• event of f'a i lure . 

III • 

. eplyin~ to your third question, will say that ootion 
6354, of \.rticle I J., ... hapter 34, of' H. s . lfo ., 1929, relating 
to t he rights and power s of banks, was amended, L•ws of Yissouri . 
1933- 1934, .x t ra Session, and found at pa6e l36 thereof, and 
s.~bdi v1a1on 3b wae added thereto, which we her eafter sot forth , 
viz.: · 

"3b . I n order that banks organized tmdor 
t he L a t1 8 of the .... tate of issouri and the 
depositors t hereof may r~v~ t he same 
opportunity and enjoy the benefits of t he 
Aot of ~ongresa lmown a s the ' Banking Act 
of' 1933' in rela t i on to the in~urunce of 
deposita a nd all amendments there to, aa 
na t1onal ban ks, tae f'ederal r epoa1 t Insur­
anc e ~orpor~tion Shal l , wi t h l ike force 
and eft'ect as if t he cloe( d bank were a 
nationa l bank, be subrogated to all the 
ri~~ts against a closed bank or pri va te 
banker, of t he owners of insured deposita 
t herein and ahn l 1 b e enti tled to receive 
such dividends from the process ( proceeds) 
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of the ae~ets ot such closed bank a e 
would have been payable t o such depos­
itor. until such lt l vidende s hall equal 
t he insured de posit liability t o such 
depositor; ana t hG ~ deral eposit 
I nsurance Gorporat 1on -aay . lf it shall 
deem 1t expedien t or n ecessary so t o do . 
present and -or ocure t~10 allo ance or t h e 
c laim or claims of ~ny insured de~ositor 
or denoe1tors, or may require insu red 
depositors t make due proof of t heir 
clai a or t o aesi &n their clal a t o said 
Feder al epoait ! neurance Cor pora t ion, or 
t o do any ot 1er act which may be deemed 
nocessarj or expedient t o enable the 
·ederal . epo nit I nsurance Corporat ion to 
ful y avail itsel f of t he a bove right to 
subrogat i on . " 

~l so, ec t i on 5421 , ~t,lcle II, ,h:1pt.or M, R. b . o . 1929. 
r e l· tinu t o ~he ri ~hte and powern of trust co: oan l a was further 
a monded b add1n0 there to sub lvision 16, Laws of 1ssouri, 1933-1934, 
l•.xtra ses sion, f ound at page 1 43 thereof, w"li ch 1s as follows: 

"In order tha t trust compani~ s organized 
under. the Laws o~ the St a .. e of JU aaourl 
and doing a bankinu buslnosa and t he 
depositors thereof may h ave the aame 
opportunity ana enjoy Lhe benefits of the 
Act of Congress known aa the ' nking \ct 
of 19 33' in relation t o the insurance of 
uepoiaits and all aoend~ents thereto , as 
national b:mks • tho Federal uepos i t Insur­
ance Corporat~on abal l , wi t h l ike force 
and err ct aa i£ the closed trust company 
were a national bank, be subrogat ed t o all 
t he rights a gains t a closed trust compa''Y • 
of the owners of insured deposita t herein 

nd shal l bo entitled t o receive suc h 
d1 vldends from the proceeds ot t he as sete 
of s uch c losed trust company as would have 
been payable t o auch depositor, until s uch 
divi d ends shall equal t he insur~d deposit 
liability t o eJch de posi tor; and the 
e ederal eooait I nsurance Corporation ma.J. 
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if it shall dee it expedient or 
necessary so t do . pr sen t and procure 
the all owa ~co of the claim or cla1Ts or 
any ln sured depositor or depositors. or 
may require insured de pos i t ors to ke 
due pr Jor or their claims or to ac i gn their 
clai '1 8 t o said Federal t.epoai t Insurance 
Cor poration . or to do any other act which 
may be deemed necesa&rf or expedient t o 
enable t .tte l'cdera.l • epoai t .1n ::ru.rance Cor por­
ation t o tully avai l itselr of the above 
right of subrobation . " 

fbe above two s ubdiv1s1or s, 3b and 16 , of r eo tior a 5354 
nnd 5421, respec tively, provi de t ul ly that t ho r eder a l Deposit 
insurance Cor poration y be subrogated t o all t he rights agains t 
a c loeed bank vr private banker or truat compan7 of the owner or 

ow.ners or insured deposits t~orein and shall be entitled to receive 
sue ~ dividends from t he proceeds of the a ssets of such c losed 
bank as would have been payable to aueh depositor; and t he s tatute s 
fur t her pr ovide that t he Pederal epoeit Insur nee Corporation 
may present and pr ocure t he allowance of c laim or c lai ms or 
1nsm•ed depoai tor or deposi tors or t }'\o Federa l I.eposi t lnsurance 
Cor por kt ion cay r equire t •e ins~ed depositors t o make due pr oor 
ot their clalms and t o assign their c lai1s t o the r ederal Ueposi t 
Insurance Cor oora tion anu do any other act whio ~ t he ederal 
Depoait Insurance Corporat i on ma~ deem nooessar y or expedlont 
t o enable it t o tul ly avail 1tse l r of t ho r ights of subrogat1o~ . 

It wil l be seen that the a bove s tatutes af ord a ~ple 
~chinory whereby the Federal t eposit Lnsurance Corporation m&J be 
pr ot ected. rbe corporation may require the insured de positor t o 
a ssign r ls claim a.ga1ns t t he f al l ed bank t o t he corporation bef ore 
all~ ance or require t he insured depositor t o make due proof or 
hi o o lai~ and h ve allowance made by the pr oper autboritioa and 
t hen a~slgn t he a llowed cla1 ~ t o t he corporation, in eit her event 
the c. csignee , .·eder al 1 e posit nsuranc e Cor por a t ion , would 
r eceive the divi dends aa t hey may boc omo uue and payable. 

It would see~ that t he plan of having t he insured de posi tor 
have h1e cla1 allowed by t he pr oper au t horities ana then a ssign 
t o t he ederal De pos i t 4nsuranoe Corporat i on the allowed claim 
m16ht be preferabl e , t he o nsi deration tor t he assignment being 
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t he payment to the insured de po s ltor, t he amount of h · s i nsured 
de posit oy t he ~oderal eposit Insurance Corporat ion . J owever, 
there migh t be some wi nor CO:J•plicati ons whore only a porti on of 
the depositors deposit wa s i ntured, in t hat event t he de positor 
would ass t~n only a part of hi s e pos1t. ib is , we ar~ sure can 
be t a ke n care of by arrange ~ent bein~ made ~th spoc1 1 de nuty 
commi s s i oner of fina nco in cl1ar0 e ot t he fail ed oank per it t1 ne 
t he depositor to ass i gn a part of his de posi t. 

e t hink , under t ho above a · endne r1 ts of the ~. issouri 
statute~ tha t t he lnsur~nce corporation i full y and ampl y pro­
tected 1n its rights of subrogation . e mi ght add t~t in the 
~vent other le~i slation is necea · ary to make ~ore eff ective the 
Federal Banking lCt of 19 33, and part icul a r lJ .... ection 1 28 r e lating 
to t h o ederal eposit I nsurance vorporat ion, that the 1s souri 
Legislature will meet in re6ular session in January, 1935. 

lf we have not made ourselves clear on any of t he quest ions 
above discus sed, we shal l be gl ad t o cooperate i n any way possible 
t o brin~ about effective administr ation of the l aws concerning 
fai l e d banks as it a!'fe.~ t s t h e !o"'e 1.eral eposit Insurance Cor pora t lon. 

APffiOV ·D : 

CRH :E G 

RoY cc r •.r l'hJ.C 
Attor ney- General . 

Ver y truly yours. 

GOV~ ,,L H. liE ITT 
Assistant Attorney-Ge~eral . 


