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Subject :__Mi*undeTn Governor Booles

Mr* Wvrntt. General Counsel.

There appears to be a misunderstanding about a very important
point in the FDIC Bill, which you may wish to discuss with Mr* Crowley.

In the FDIC memorandum dated December 17, 1934, outlining the
salient points of that bill, it is statedi "In the amended bill as it now
stands nonmember state banks are insured up to July 1, 1957, only"*

From a careful examination of the bill, however, it appears that
deposits in insured nonmember banks on July 1, 1937, would be insured for
two years after that date, although deposits received after that date would
not be insured. I called this to the attention of Mr* Brown during our dis-
cussion this afternoon; and he stated that the bill was intentionally drawn
so as to have this effeot and that it was in accordance with instructions
which he had received from Mr. Crowley.

It requires a comparison of two widely separated parts of the bill
to disclose this effeot; but I shall explain the point as briefly as possible.

Amendment No. 21 (p. 27 of the mimeographed print of December 14)
amends subsection (y) so as to provide, in effeot, that nonmember banks shall
not become or continued insured after July 1, 1937, and that the "insured
status" and insurance of deposits of nonmember banks "shall terminate on
July 1, 1937, with like effeot as if terminated on said date by the board,
after proceedings under paragraph 23 of subsection (1) of this seotion**

Paragraph 23 of subseotion (1), on page 21, however, provides, in
part, that, "After termination of the insured status of any bank, the insured
deposits of each depositor in the bank on the date of termination, less sub-
sequent withdrawals, shall continue for a period of 2 years to be insured
• * * but no addition to any deposits or any new deposits shall be insured
by the corporation"•

Incidentally, the paragraph of subsection (y), which relates to the
termination of the "insured status" of nonmember banks on July 1, 1937, would
be inserted immediately before the last paragraph of section 12B, whioh for-
bids any discrimination against nonmember banks. This seems to be bad legis-
lative strategy, as the placing of these two paragraphs immediately next to
each other might unduly antagonize Congressmen and Senators who wish to insure
nonmember banks permanently.

Respectfully

Tfalter
General Counsel.
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