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NOTES AND MEMORANDA 187

STATE GUARANTY OF BANK DEPOSITS IN
NEBRASKA

ONE of the amendments to the Currency Bill, proposed by
the Owen Committee in the Senate, provided for the setting
aside of one-fourth of the earnings above six per cent of the
Federal Reserve banks, for the purpose of paying the deposi-
tors of failed national banks. In debating this plan, its advo-
cates, especially Senators Hitchcock, Bristow and Reed, cited
freely the state guaranty systems of Oklahoma, Nebraska,
Kansas and Texas, asserting that these had proved entirely
satisfactory and drawing the inference that national bank
guaranty would be equally practicable.

After the Currency Act was passed, without the guaranty
clause, the three Senators referred to were appointed as a
Subcommittee on the Guaranty of Bank Deposits, in order
that they might continue their efforts for the protection of
national bank depositors. Senator Hitcheock, as chairman
of this subcommittee, presented on June 23 last a History of
Guaranty of Bank Deposits, by George H. Shibley, in which,
after reviewing statements by the bank commissioners of the
states having the guaranty, quoting their various statutes,
and drawing liberally from the articles by Mr. Thornton
Cooke in this Journal,! Mr. Shibley drew the rather un-
equivocal conclusion that “ the guaranty of bank deposits
has now become a demonstrated success, taken as a whole.”

Considering that the state systems have been legally in
effect only three years and a half; that the Oklahoma fund
in that time ran $375,000 behind its assessments, tho the
latter averaged four-fifths of one per cent a year of the total
deposits; and that in the other three states, crops and finan-
cial conditions have been so favorable that only about a half-
dozen small failures have occurred in all, it would seem that
the champions of national bank guaranty are using the argu-

1 See vol. xxiv, ** The Insurance of Bank Deposits in the West,"” and vol. xxviii,
* Four Years More of Deposit Guaranty.”
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ment from example almost before the example exists. The
experience of the states which are trying the guaranty
system will certainly be of the greatest worth in demon-
strating which method, or combination of methods — for
the various systems differ considerably in detail — will be the
fittest to survive; but the term “ survivor ” can hardly be
applied to any of them until they have met the tests of short
crop years, industrial depressions, and serious financial
crises.

The course of guaranty in Nebraska, where agitation for it
was begun long before the issue came into national promi-
nence, shows what may be expected of such a system while
it is new, working under favorable conditions. A brief
sketch will here be given of the conditions which led to the
law of 1909, as well as its effects, so far as they are apparent,
and of the details of the method by which depositors are
paid.

Banking in Nebraska, from territorial times in the '50’s
up to the first state supervision in 1886, was a good deal of
the kind called ““ wild-cat,” yet failures were not so very
numerous. In the “ hard time” years of 1892 to 1896,
however, came short crops and a nation-wide financial depres-
sion; and this produced a contraction of credits which swept
101 of the 650 state and national banks into insolvency.
The claims against these institutions aggregated over
$5,000,000, on which it is estimated about $2,000,000 were
finally paid. The total deposits fell off from $49,000,000 to
$27,000,000 in that six-year period.

It was the bitter experience in these years which led to the
first agitation in the state for the guaranty of deposits. It
is said that the president of the largest failed bank was the
first man to suggest it, writing a letter to the newspapers
outlining a plan, from the jail where he was awaiting trial for
wrecking his bank. Secretary W. J. Bryan, then Congress-
man from the First District, introduced a bill for national
bank guaranty into Congress in 1893. Guaranty bills were
brought up in the Nebraska legislatures of 1897, 1899, 1905
and 1907, all of them crude and unscientific measures, with
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no limit to the amount a bank might be assessed within one
year. They were all opposed, of course, by the bankers,
who saw from the record of '91 to 96 what an unlimited
guaranty might cost them if a repetition of those hard times
should oceur.

The panic of 1907, however, and the adoption of the
Oklahoma law which followed, added so much impetus to the
movement that, altho no banks had failed in Nebraska on
account of the panic, Mr. Bryan and the Democratic state
leaders in 1908 were able to arouse enthusiasm over the
guaranty plank in their platform. It is difficult to say what
the result of the election would have been if the issue between
Democrats and Republicans had been really on that plank.
Probably the chief reason why a Democratic majority was
sent to the legislature that year was the personal strength of
Mr. Bryan at the head of the ticket. He lent his support to
the measure after election, as did also the governor, and the
party redeemed its pledge by enacting it into law. The law
was enjoined from operation by the Federal Court until
January, 1911, when the Supreme Court of the United States
upheld its constitutionality in common with the guaranty
laws of Oklahoma and Kansas. Its general provisions, as
slightly amended by the legislature of 1911, are as follows.

The Depositors’ Guaranty Fund of Nebraska is to accu-
mulate up to one and one-half per cent of the average daily
deposits for the whole state, at the rate of one-half of one
per cent for each of the first two years, then one-tenth of one
per cent until the limit is reached, at which time assessments
are to stop. No money is actually paid out by any bank
except its proportionate share of losses arising from failures;
the assessments are simply charged off from its profits and
entered to the credit of the Depositors’ Guaranty Fund,
which can be drawn upon by the State Banking Board. 1In
case the fund becomes exhausted, emergency assessments
may be made by the Board up to one per cent in any one year.
Depositors in a failed bank are to be paid out of the fund as
soon as the district court in charge of the receivership deter-
mines, from the claims filed, the amount of cash necessary, in
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addition to that on hand in the bank itself. The fund is then
reimbursed, so far as possible, by the sale of the failed institu-
tion’s assets.

The effects of the law from 1909 to the beginning of 1914
were based chiefly on bankers’ and depositors’ guesses as to
what the final results would be. During the first year
bankers seemed, on the whole, to consider the business-
getting qualities of the guaranty more than worth the pre-
miums involved, for fifty-five new state banks were chartered,
and only five former state banks became national to escape
the law. Depositors were not much affected, one way or the
other, for the deposits in both classes of banks, which had
been exceptionally low in 1908 on account of the panic the
year before, increased greatly in 1909, with little advantage
; to either.! In 1910, while the constitutionality of the law

was still in doubt, the number and deposits of national banks

grew considerably; 28 new state banks were chartered, but

8 of the old ones nationalized, and their aggregate deposits fell

off over a million dollars. The law was upheld by the

Supreme Court in January, 1911, and that year 24 state

banks were chartered, 11 nationalized, and the national

) banks gained a million more deposits than the state. A

4 ) number of state banks had also gone out of business by other
-’ processes than nationalizing, so that at the close of 1911 the
state banks, as compared with their position two years

before, were ahead in number only 7, in aggregate capital

! Items from statements of state and national banks at the end of years mentioned
(taken from reports of the Secretary of the State Banking Board):

SraTE Banks

At End of Individual
Year Number of Capital Loans Deposits
1908 628 $10.9 $55.7 $65.4
1909 662 12.0 66.0 7.7
1910 666 12.5 67.9 704
1911 669 12.8 67.5 722
1912 694 13.8 78.2 80.7
1913 714 144 849 89.3
NaTioNaL Banks
1908 214 $13.5 75.9 $73.0
1909 220 14.4 89.8 838
1910 238 154 2.1 86.4
1911 247 16.2 95.0 89.0
1912 243 16.2 103.6 93.4
1913 241 16.27 102.9 946
The figures for capital, loans, deposits signif; illi .8, $109 =
$10.900,000" p posits signify millions of dollars, e.g., §
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only $800,000, and in deposits $500,000; while their national
competitors had added 27 banks, nearly $2,000,000 capital,
and more than $5,000,000 of individual deposits.

In 1912, 1913, and the first half of 1914, however, the drift
was steady and rapid in favor of the state banks, indicating
that these were becoming more popular with depositors, and
that bankers were finding this system a little more advan-
tageous than the other. The number of state banks increased
about 70 in that period, while the total number of nationals
fell off 17. Between January, 1911, when the guaranty law
went into effect, and the middle of 1914, the individual
deposits of state banks increased about 19 millions, or 27
per cent; as compared with a 7 million gain for the nationals,
which is about 8 per cent.

The almost equal confidence in which both classes of banks
were held, during this period, by the people, was due in a
large measure to the fact that no failures whatever had taken
place within the state for six years. In the past ten years
there had been but three small state bank crashes, which did
not attract much attention, and no national bank had be-
come insolvent in fifteen years. During the first half of
1914, however, the movement of business toward state banks

v was greatly accelerated by two circumstances: the first

case of immediate payment of depositors in a failed state
bank presented a striking contrast to the delay and uncer-
tainty of two national liquidations, one of the latter in the
same town; and the Federal Reserve Act was passed, con-
taining provisions so distasteful to several Nebraska nationals
that they converted into state banks.

The First National Bank of Sutton, with about $180,000
deposits, was the first to fail, in November, 1913. Two
months later the First National of Superior was closed, having
over $300,000 deposits. The former seems to have suffered
from the criminal actions of some of its officers, the latter
from a policy of injudicious extension of credit. The First
State Savings Bank of Superior, under practically the same
ownership as the national, was able to survive the shock only
three months, and was taken charge of by the State Banking
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Board on March 9, 1914. Its deposits amounted then to
about $122,000.

When the state banks heard of this latter failure, they
grasped its advertising value to themselves, and instead of
being reluctant to contribute their share of what would be
required from the guaranty fund, many of them wrote to the
Secretary’s office urging that the depositors be paid in full as
soon as possible from the guaranty fund, so that they could
point with pride to this example of how the state banks’
customers were protected from loss. But there was no way
by which the Banking Department could hasten matters,
The law requires that at least three weeks be allowed for the
filing of claims, and that an order of court be secured before
the fund is drawn upon; so depositors cannot, ordinarily, ex-
pect to get their money within six weeks to two months.

In this case, however, a development occurred by which the
depositors of the Superior state bank were paid as fast as
they presented their claims, without even a day’s delay.
During the interval between the two failures, the other
national in Superior converted into a state bank. When the
receiver of the insolvent bank took charge and it was found
that no cash could be had from the guaranty fund for a month
or so, this newly reorganized State Bank of Superior offered
to supply whatever cash was needed, in addition to the $23-
000 that was on hand when the savings bank closed, to pay all
depositors who needed their money. Their claims were
assigned to the new state bank, so that it could collect them in
the regular way from the receiver as soon as the money from
the fund was sent to him. This was of course a considerable
accommodation, and the result was that the enterprising
institution secured the larger portion of the business which
had formerly gone to the savings bank. People from neigh-
boring towns were a little anxious, but the patrons living in
the vicinity of Superior made very little effort to draw out
their money. Many of them had not presented their claims
more than two months after the closing.

The likelihood of other banks accepting the claims without
discount, because of the certainty of their being paid out of
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the fund, was apparently not anticipated by the early advo-
cates of the plan; but so strong is the inducement to people
to leave their money on deposit with the bank which accepts
their claims, that a similar action may probably be looked for
in the future. If the practice does become general, the dis-
turbance by failures to local business will be greatly lessened,
which will be no small achievement for the guaranty system.

As soon as the receiver found that a trifle over $54,500
would be required, in addition to what cash there was on
hand in the bank, he called on the State Banking Board for
this amount out of the guaranty fund. The Board had his
report approved by the District Court in charge of the
receivership, and then proceeded to draw upon every state
bank in Nebraska for its proportionate share of the sum
needed, which was .06241 of its credit to the guaranty fund.
The accountant in the Secretary’s office was overwhelmed
with all these decimal calculations, until he finally dis-
covered a machine with which he could grind out the assess-
ments by turning a crank. The seven hundred-odd drafts
were sent, about fifty days after the failure, to the receiver,
who turned them over to the State Bank of Superior in return
for the claims of like amount which it had bought up. It is
expected that the sale of assets and assessment on stock-
holders will be sufficient finally to reimburse the fund.

In contrast to this tranquil experience for depositors in the
state savings bank, is the misfortune of depositors in the
First National of Superior, and of the national at Sutton.
The latter bank has paid a dividend of ten per cent, the
Superior national has so far (July 23) paid nothing. Con-
sequently their creditors are still waiting for returns on some
$360,000 which they had delivered over to these banks in
hard cash, and they may count themselves very fortunate
if they get seventy-five per cent of it after several long years
of waiting. It is easy to believe the following statement by
one of the officers of the State Bank of Superior, the reor-
ganized national:

“ The feeling down here is all state bank now, and the last national
in the county changed over to a state bank last week. . . . It
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nee in the city, where you deal entirely
with business men, but where your dealings are mos'tly with farmers,
it ’s another proposition. There was n’t a bnn!c in the state that
had the confidence of the people that the First National of Superior
had. This confidence has been shattered, and now the ecry is

¢ Money guaranteed ’ or nothing.” ! :
Several other banks in that section of the state thought

best to make the same concession to the preferences of their
patrons as did those of the above (Nuckolls) county. The
City National of Holdrege, a fairly large country bank in a
town at some distance from Superior, changed to a state
charter, and sent out an advertising circular saying:

does n’t make so much differe

“ This step has been taken in response to an incrcasipg demand on
the part of patrons of Nebraska banks for protection under the
provisions of the guaranty law. This security cannot be furnished

by a national bank, the guaranty feature having been purposely
omitted in the new currency law.” *

Fourteen nationals, in all, have converted into state banks
since the first failure, last November. Some give as a reason
their dissatisfaction with the new Federal Reserve Bank law,
so that the effect of the guaranty system in this movement is
obscured; yet there is little doubt that its influence is the
stronger of the two.

That the new deposits coming to the state banks are in the
nature of savings rather than commercial deposits is shown
by the fact that almost $11,000,000 of their $19,000,000 gain,
in three and a half years, is in time certificates of deposit,’
while the total number of depositors increased nearly 75,000.
It is probable that much of the money now invested in state
bank certificates of deposit at about four per cent has been
brought out of hoarding, as was predicted by the early advo-
cates of the guaranty system and claimed among its chief

! Letter to the writer, dated May 26, 1914
? Omaha World-Herald.

L Time Certificates Number of
Year of Deposit Total Deposits Depositors
1909 $248 $71.7 224,632
1910 264 704 230,067
1911 27.2 722 243,333
1912 32.9 80.7 266,669
1913 37.2 803 296,505

The figures for deposits signify millions of dollars; e. g, $24.8 = $24,800,000.
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advantages. The national bankers, however, consider this
large proportion of time deposits a menace, for they say that
such depositors are the most timorous of all, and are likely to
want their money at the first talk of danger.

In opposition to the state bankers’ argument that the
guaranty will produce such a feeling of security among the
depositors that runs on guaranteed banks will not occur,
the national bankers contend that in Nebraska, where no
bank ever failed on account of a run, there is no real danger
in this direction. Sooner or later, they say, a series of
failures among all banks will come, the fund will be exhausted,
and the state banks will be worse discredited in the public
eye than if no attempt had been made to secure their deposits.
The fund is already large enough to take care of the failures
of normal times, — $870,000, a little less than one per cent
of the deposits. But the limit of one and one-half per cent
is probably too low; two or three failures at the same time
among the larger institutions would sweep the whole away.
Then, if failures come one on the heels of another, as they do
in a crisis, the fund must be bolstered up by special assess-
ments that can be met only with the greatest difficulty by the
sound banks, already having a strenuous struggle to meet

~ their other obligations. If the one per cent beyond which

assessments cannot be levied is not sufficient, some hastily
devised system of deferred payment will be adopted. But
meanwhile the frightened time depositors will have been
drawing out their money; and between such withdrawals
and the burdensome special assessments, the state bank
system will be shaken through and through.

Both these sources of danger, the probable strain on the
resources of many solvent banks, and the chance of a dis-
creditable failure of the guaranty to meet depositors’ expecta-
tions, could be removed by the establishment of a larger
limit to the fund, and by specific provision for ultimate
payment (after as much as possible had been paid from assets
of the bank and assessment on stockholders) ! in the form of

! Mr. Cooke makes both these recommendations (see this Journal, vol. xxviii,

p. 104), saying that the failure of the Oklahoma plan was due to the immediate payment
provision as much as to any one cause.
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interest-bearing warrants against the guaranty fund. In
this way the assessments would be continued at the same rate
in good times and bad, building up a large Su!'plus before the
crisis and gradually paying off the bonded indebtedness of
the fund afterwards. If the state banks of Nebraska had
been compelled to guarantee each other’s losses from 1892 to
1896 by special assessments, these would have averaged one
and one-half per cent of their deposits each year; but in the
twenty years from 1892 to 1912 the losses averaged but two-
tenths of one per cent of the total deposits." Experience in
the future will doubtless show that a successful guaranty
system must devise means of creating its reserve by main-
taining payments through the prosperous years, when it is
easiest for the banks to pay, rather than by depending on
special assessments to provide the money when it is needed.

As to the policy of leaving on deposit with the banks the
full amount of their assessments, which Mr. Cooke regards
as unwise,? the only alternative would be to collect the money
and then re-deposit it. To minimize the risk, the board
would undoubtedly divide it among several banks, so per-
haps the safest way would be to distribute it all over the state,
That is precisely what the present system amounts to. The
fund can hardly be invested in mortgages or bonds, so long as
we have the system of immediate payment, because it is of
prime importance that the money be constantly available for
immediate use. If the plan of ultimate payment were
adopted, as in Kansas, our Board might invest the assess-
ments in gilt-edged bonds, which it could sell in time to meet
demand on the fund. The bankers, however, have been
skeptical as to the safety of a large amount of money admin-
istered by the “ politicians in the state house,” because of the
defalcations of several state officials in the past. One advan-
tage in the present method, therefore, is that it reduces the
antagonism of the contributors to the fund.

! Reports, Secretary of the State Banking Board, 1802 to 1912,

* " This is an arrangement that might easily lead to trouble. Insurance premiums,
for that is what these assessments are, should be paid over to the insurer, not held by

the insured, subject to all sorts of claims and processes if the insured happens to think
his insurance is proving too expensive.” — In this Journal, vol. xxiv, p. 356.
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Nebraska’s experience seems to confirm the prophecy
which was made, that a guaranty system would compel the
experienced and legitimate bankers to protect themselves
against the operations of rascals and incompetents within the
system, and thus protect the public. The united efforts of
our bankers have been transferred from fighting regulation
and guaranty, as was often done until 1909, to demanding
stringent regulation for the prevention of dangerous and
speculative methods of business. The same act which
created the fund also contained various provisions designed
to make banking less hazardous to the depositor.! The

other states have had the same experience. The excellent

banking department, to which Nebraska owes much for the
high standard of its state banks, will doubtless find its
hands upheld more and more by the bankers, who have a new
incentive for helping to prevent failures.

To conclude: Nebraska’s experience indicates that in a
system of efficiently organized banks, under fairly normal
conditions, state guaranty is feasible and not unfair to the
bankers. Whether it will survive under conditions of adver-
sity, such as must be expected sooner or later to come,
remains to be seen. If it does survive, it will facilitate
considerably the commerce of the state and will relieve an
important cause of individual distress.

Z. CLARK DICKINSON.
UNIVERSITY OF NEBRASKA.

1 For example, the five per cent limit on interest paid on time deposits, limit of
loans to ten per cent of deposits, criminal penalties for failure to comply with any part
of the law, Secretary’s discretion as to need of new banks.
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knowledge and cernest intereat in the cause making hia services extremely
valusbie, In July, 1608, he prepared an 80-page brief, whioh wes sub-
witted to the court, and of wmhich extracts were published in the paperse
The complainants contended thut the guaranty law was unconstitutional
becsuse 1t diseriminated sgalinst private bauks, in forcing them to either
incorporate or disgolve, and also in compelling solvent benkn to pyy the
debte of inselvest lnstitutions, This conteation was wpheld by the court
in its decislion on Uctober 18, The oplnica, sritten by Juige T. C. NMunger,
wne in part ws followas

*lt 19 entirvely clear thut this act of the legislature does
deprive the citiszen of hiz right to engage in & lawiul business
except upon the terss thet the state =1ll tuke of his property,
without his consent, for the private use of others, sad w»ithout
due process of lew, This is not sccomplished by requiring thet
A shall pay directly to B, ur to B's crediturs, but the sume
result is effected through a process akin to taxation # # & =

The act not only attempte %W exclwie individuals from en-
gaging in the baakiag business, unless they do so through the
agency of a covporstion, but also attempte to Llmpose upon them,
a8 & condition %o thelr engeging in that business even in that
form, s duty %o make goo! the obligutions of «ll other bankers
in the state %o their depositors ® ¥ & & # Yo are of the opinion
that this cennot be done consistently with the léth Amendment
to the National Constitution or with Secticn & of Article 1 o
the State Constitution, and that this act is therefore void,"

By this decision the guarsnty luaw was made inoperative, A
storm of protest went up [vom sdvocates of the law, MNr, Whedon, in a
letter published in the Nebrasie Htate Capital of October 22, oriticised
the Federal Court's decision severely, It ignored entirely, he said, the
principle leid down repestedly by the Supreme Couwrt of the United States
that the Fourteenth Amendment wis not intended o interfere with the
police power of a Btate, shich includes wny laws & Stete mey pasa to pro-
vide for the gemeral well-being of its inbabitante.

The stute of fleluls appealed the case Decenber 10, 1608, to
the United States Supreme Court, My, Whedon still assisting as counsel,
At this time the other state buak guarsnty laws were alse in the Suprene
Court on appeal, so the high tribunal lusped them all together for purposes
of argumeat, On Jenuary 8, 1811, Justice Oliver Wendell Holmes decided
that the Okluhome law was valid, sad thet ws the same principles were

)/ Webraska State Uapitel, July 285, 1609,

8/ Quoted in Nebraske State Jouwrnsl, Oct, 17, 1808, Cese reported
in 178 "do m.
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THE NEBRASKA DEPOSIT GUARANTY FUND
from
THE QUARTERLY JOURNAL OF ECONOMICS

November, 1921 pp. 162-166

Perhaps it is a healthful sign that in states where deposits are guar-
anteed fallures bring criticism of the state departments of banking. Insol-
vencies cost the sound banks money, for they mean assessments to replenish

the guaranty fund. In Nebraska, for instance, where nineteen banks have
closed last year and this, there has been effort to throw the blame on the
Bureau of Banking. State supervision is always the better for watchfulness
and criticism on the part of the banks; but Mr. J. E. Hart, Secretary of the
Department of Trade and Commerce and head of the Bureau, says that the statis-
tics of failures and assessments have sometimes been very unfairly used. Cor-
respondence with a number of well informed bankers in Nebraska has, in fact,
brought to the writer no evidence of inefficiency in the Bureau.

It is to be remembered, as Mr. J. B. Forgan has said, that examination
is always a process after the event. A crook can hide his stealings a long
while even from a competent examiner, and sometimes can loot a bank between
examinations. In such cases all the supervising authority can do is to close
banks as soon as it learns they are insolvent. It appears that in Nebrasks
this is done, so avoiding the errors of some years ago in Oklahoma, where in-

solvent banks were allowed to run because there was no money in the guaranty
fund and the banking board hoped that the wrecked concerns would get into bet-
ter condition. They got worse, and eventually cost the fund more than if they
had been closed at once. Kansas had a like experience when a former Bank Com-
missioner delayed closing a bank at Salina, hoping that he could restore it to
solvenéy and thus avoid having to levy upon the guaranty fund. The shrinkage
of assets and the loss to the fund continued. ¥Finally, the bank was closed,
but the cashier has not been apprehended. OQuster proceedings against the
Commissioner were, however, unsuccessful.

The condition of the Nebraska banks as a whole b, 1921, was as
follows (000 omitted).

Loans and discount8eeeececesns «$212,643
BVverdrafif.ccciivnveonos sonne - 1,307
Bonds, securities, etc....... s 10,00%
Banking house, fixtures, etc. . 7,148
Other real estate...eeeeenese 1,106
Current €XpenseS.cscssesssssss 6,248
sk 188N s viasoves avEvs 159
Due from other banks. o 37,545
CagRiviosvsssanvesnas 9,104

285,261
. 4
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SREBINMBA S & 00 GBS s s 5 e v:5 5080 pb B o SIRE's 454 ek nie Suiawd stan ssd saaes Bl
Undivided ProfitBessssssesrsssssccsssssssssssnsssnsmansssssess 1980
Dividends BRPRLIM. s se o vrnavasascomssssssesssaeesssesssesssiss 147
Individual AeposltB.cssevcsccacscscsorsssssnsccsosssssscssssslll,sb7
Garkificates of GePDBllsissssesassssosopmesssbssansonnnnsssassdlyik
Due 1o banks.cceccsessvssososscrsasssssssscsossnsssnssancancns 0,799
Pllls payaDbl@ccserroscnsssessssonenssssnnssscsnesncssonsanassas 95994
Depositors' guaranty fund. 2,095

.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
B
.
.
.
.
.
.
.

$285,260

The following items are computed from an abstract from the Bureau of
Banking covering the affairs of sixteen of the banks closed in 1920 and
1

EL
Q1
9213

Depoglts on dates of cloSinge.ceccecssecssssencsssscsssncense
Drafts on guaranty fuld. cceccsnccscscsccsssnsnsscanvenane
Cagsh in handg of receiverBs.csiccccscscscvcscssssnssnss
Unpald claims for depoBitS.csscscssssssscssccssesssssnsscnses

. $4,055

Assels, g00dicsesssvssosessscsssscccssncsssscosnscnnsssnnnnnse
Asgeta, unclaggifiedccsssscscccccsccsnssccsosssssssscassnnsas
ABRALS .. QOEREENL G wonie s eis 0n et aedinan 6ty 4a's o b 600 s s lseessasss
Aggsets, worthlesSf.seccsscsscccssosscnssvnvssssssssncscssessssns

. Three other failures were so recent that like data were not to be had
when these figures were assembled. The deposits of the three in November,
1920, were $1,128,000.

After the figures on which the second table is based were made up, and
before September 8 this year, $1,626,000 more was paid out of the guaranty
fund on account of banks covered by the table. This makes $2,632,778 paid
out of the guaranty fund - say three-fourths of one percent of deposits -
during 1920 and the first eight months of 1921. This is a sum more than there
was in the fund at the date of any report in these two years, except the
very first report, which showed it to be $2,809,000. The largest single
payment was about $700,000, for a bank at Blair; the next in size $300,000
for a bank at Omaha. It is expected that much of this year's payments will
be recovered out of the assets of the failed banks.

All these figures have been obtained from the Nebraska Bureau of Bank-
ing, through the courtesy of Professor George 0. Virtue of the University of
Nebraska and of Nebraska bank friends of the writer. In advance of detailed
official reports, they are the best yet available. They do not synchronize,
but it would appear that the guaranty fund, which on August 6 was $2,095,000,
must now have been reduced to $469,000. By the same computation, unpaid claims
would amount to $1,043,000 plus the deposits of the last three banks to close,
probably less than $1,000,000. Cash in the fund, plus assets classed as good,
would not cover the claims.
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Congidering, however, that the fund can be replenished by emergency
assessments equal to one percent of deposits each year, it will remain sol-
vent. Much wreckage is probably still to be cleared away, and that will be
expensive; but the ability to levy two and a quarter millions per annum will,
at the worst, take care of all conceivable losses in a very few years.

It will help to tide matters over if Mr. Hart, head of the Bureau of
Banking, succeeds in obtaining legislation he is seeking for the postpone-
ment of payment of depositors until after the final liquidation of closed
banks, giving to depositors in the meantime interest-bearing certificates.
Kansas was the first state to adopt this method, and to the writer it hes
always seemed wise. It leaves at least a little incentive to be careful in
picking one's bank; and if the depositors have got only certificates and not
cash, the bank wrecker is not made a hero when he comes back to town. The
point is not to be overemphasized, of course, for unquestionably the fact
that no depositor ultimately loses deadens public opinion. Certain proceed-
ings in the Salina, Kansas, case illustrate this. The chief benefit of the
new legislation will be to let assessments catch up to the liabilities of the
fund while the receivers are collecting the realizable assets of the closed
institutions.

The writer has said before, in these columns,iéhat in every state where
deposits are guaranteed the fund accumulated in cash is too small, and that
too much dependence is placed in the fact that assessments can be levied to
meet failures after they occur. Nebraska's experience seems to sustain this
view. The law contemplates the maintenance of the fund at one percent of
deposits. Now, a reserve of $2,000,000 is not sufficient insurance for
$200,000,000 of deposits, even if another $2,000,000 can be levied next year.
The fund might easily have become insolvent this year. Bank failures have
been fewer and smaller than could have been expected with wheat dropping
from $3.00 to $1.00, corn from $2.50 to 50 cents, and cattle from $20.00 per
ewt. to $8.50. Nebraska should have a cash fund of at least two and one-half
percent, and it would not hurt the Nebraska banks to raise it. They would
have to charge it off as an expense, it is true; but under the Nebraska law
they would simply set it aside on their books and have the use of it until
called for. Thus they would make just as much money on the fund as if it
were still their own property.

This is the more necessary because state-administered insurance - that
is what deposit guaranty is - cannot, like private underwriting, avoid con-
centration of risk. Over $10,000,000 of deposits are at the risk of the fund
in Omaha alone, and more than twice the fund, as it stood in August, is at
risk in a single bank. The bank referred to is one of standing; but such
underwriting is unscientific and might - not in this case, but somewhere,
sometime - jeopardize the whole fund. The fund, therefore, should be in-
creased.

It must be borne in mind that insurance of deposits is not the cause
now leading to bank failures in Nebraska. In the neighboring state of
Missouri, where supervision is excellent but deposits are not guaranteed,
twenty-two state banks have closed so far inm 1921. Fortunately all but one
were small, with $50,000 capital or less.
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obra ‘,"fis in other guaramty States,
1t& on account of failed banks have in

nt yes imposed heavy burdens upon par-

Hieipatinc-banks, During the guaranty Fenod

o the end of 1024 assessments (less refunds)

{#’Qamounts paid to depositors in failed banks
$Rave been in the following amounts:

Assessments Paid to de-

positors
oL 150 | .
............. $2, 367, 280 $230, 390
LR o G 95 A \ AL | T 87000

Assessments levied in the single year 1921
excluded total assessments during the nine years
1911-1919, and amounts paid to depositors 1n
this year totaled $2,741,719. Assesments n{)d
payments continued in larga amounts in 1922
and 1923, Fifty-seven State banks failed in the
three years ended June 30, 1923, and 1t appears
that approximately that number of other
banks. were known to be on the verge of
failure. Under these conditions State bankers
became interested in the administration of
receiverships, and in ways and means of tiding
over weakened banks into & condition of
assured solveney. In recognition of their in-
terests, a law which became effective April 7,

1923, created a guaranty fund commission
composed of | State bankers, and authorized
an assessment, not to exceed one-fourth of 1
perseent of deposits in any one year, to be
aid into & bankers’ domservation fund. Banks
ound to be in a weakened condition were to
be turned over to the néw cominission whieh,
utilizing the conservation fund, was authorized
in its discretion to operate such institutions as
going concerns, without regard to itheir sol-
vency. Some 57 receiverships, with labilities

aggregating approximately $10,000,000, were

|
taken over by the new commissiou, ,f‘n.d as a
resilt of putting “good collectors™ 1in the |

banks amd of adopting improved methods it
is_asserted that material savings have been
offected byyavhich the guaranty fund has
benefited. In an address before Nebraska
State bankers in April, 1924, the secretary of
the commission stated that assets in the hands
of the eommission included everything from
a 20-ton safe. down to, pen points,” ever
article being “for sale @t the right price.”
Among other assets the eommission had in
hand ““around, 200 farms to sell,” and it was
also extensively ‘engaged in litigation, with
“about 1,500 cases in the courts.”

It is stated in reply to inquiries submitted
to State authorities that depositors in failed
banks hawve beempaid in full, and that in May
of the present year there were no outstanding
liabilities of the fund to depositors. Deposit
credits to the account of the guaranty }und

| carried in the 922 participating banks totaled
| $2,689,340, and guaranteed deposits in those
| banks exceeded $250,000,000. Certificates is-

sued on the security of the assets of failed
banks were outstanding at 6 and 7 per cent
interest, in the amount of $1,705,699, but the
fund was sufficient to paythese certificates in
full and leave a balance of $1;000,000 in the
fund. Assets in failed banks ‘mot yet liqui-
dated, however, at this time totaled $11,-
000,000, and it will be apparent that the cost
of deposit guaranty in Nebraska to date will
be determined largely by the ameunt of recov-
eries realized under the administration of the
Bankers’ Conservation Commission on this
large wolume of unliquidated assets.
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[@ompiled Statutes of Nebraska, 1022]

Uy » Vs
Sec..(7995). Reports—Approval—Certificates.

. “Hyery corporation hereafter organized for trans-
acting a banking business under the laws of this State
shall file with the department, of trade and commerce
a full, complete, and detailed report of its condition,
as provided in section 7996 of this article, and the
department, upon examination of the report and ap-
proval of the same, if gatisfied that such corporation
has complied with the requirements of this article, shall
issue to said banking. corporation & certificate stating
that said banking corporation has complied with the
laws of this'State for the protection of bank depositors,
and that its depositors axe protected by the depositors’
guaranty fund of the State of Nebraska. Every
banking corporation receiving such certificate shall
conspieuously display the same in its place of business
and said banking corporation may print or engrave
upon its stationery words tothe effect that its depositors
are protected by the depositors’ guaranty fund of the
State of Nebraska. The printing or engraving by any
bank or a false statement advertising such guaranty
is hereby declared te be a violation of the provisions
of this ar\tlcle. &

Sec. méa). Preliminary statement.

“very corporation organized for and desiring to
transact & banking business shall before commencing
such business, make under oath, and transmit to the
department of trade an combercegg complete detailed
statement ofs . &

“Yirst, the name of the proposed bank;

«Second, a certified copy of the articles of incor-
poration;

«Third, the names of the stockholders; .

«Fourth, the county, city, or village in which the said
proposed bank is located; ‘ "

“Fifth, the nature of the proposed banking business,
whether commereial, cooperative, or g;

“Sixth, the amount of paid-up capital stock, the
items of money and property ineluded in said amount.”

Sec/(8024). Guaranty fund, v

‘.hor the purpose &provxding a guaranty fund for
the protection of sitors in banks, every corpora-
tion engaged in | isiness of banking under the laws
of this State shall be subject to assessment to be levied,

kept, collected, and applied as hereinafter provided.
Pro such guaranty fund d against co-

| duced to less than 1 per cent of such

NEBRASEA .

Institutions included.—Every corporation engages
in the business of banking. g
Participation.—Compulsory. £ "N

Character of deposits guaranteed —The gu
fund is for the proteetion of depositors but no mone
deposited in any bank upon any collateral agreement
other than an agreement for length of time to maturity
and rate of interest shall be guaranteed by the deposi-

tors’ guaranty fund. No claim o riority in the assets
of a failed bank shall be allowe is based on evi-

y
Y

dence of indebtednesg in the srof or issued to a
stockholder, officer, or employee of & failed bank which
represents money obtained by such stoekholder, officer,
or employee for the purpose of effecting a loan te such
failed bank. s 4
Basis and rate of (a) regular and (b) special assess-
ments.—Banks organized since April 4, 1019, are as-
sessed 4 per cent of their capital stock and thereafter
are subject to the same assessments as banks organized
after the enactment of the act. Banks organized after
the passage of the act are required to pay 4 per cent
of their capital and this payment together with the
first two semiannual assessments must equal at least
1 per cent of the average daily deposits of such banks
as shown by their first two semiannual statements.
(@) All banks which have completed their initial pay-
ment of not less than 1 per cent, shall be assessed 'y
per cent of their average daily deposits exclusive of
public money otherwise secured, semiannually, until
the guaranty fund reaches the sum of 134 per cent of
such deposits. When the fundiis depleted below 1
per cent of said deposits the necessary assessments
may again be levied. (b) If the gua ty fund is re-
rgposit,s the de-
partment of trade and commerce shall leyy a special
sessment of not exceeding 1 per cent of said deposits
or 1023 and thereafter not exceeding ¥4 per cent of
sueh deposits in any one year. x 4
Method of payment of depositors.—Upen proof shall
be paiddmmediately out, of available cash inghands of
receiver, and if the sum in the hands of the reeeiver is
insufficient the amount needed shall be certified to the
department of trade and commerce and drawn by it
from the guaranty fund and forwarded to the receiver
for payment to depositors and holders of exchange.
Powers of State board or commissioner.—A guaranty
fund commission i§ created for the purpose of assisting
in conserving and administering the guaran fund and
%roviding a more complete supervision of te banks.
he act provides in detail for the taking over and
managing of banks in an unsafe condition and for the
winding up of the affairs of such ban it is impossible
to save. The court in which a receiver is pending
may authorize the receiver to issue and eceivers
certificates in amount not exceeding the amount re-
uired to suj gly 3?9 defigiency for the payment of
epositors in*the failed bank. ik
sposition of guaranty fund.—Banking corpora-
tions against which levies are made shall set apart,
keep, and maintain in such banks the amo levied
agal hem payable to the department of frade and
co! i, v N e
Ra/ interest on outstanding warrants certifi-
cates of indebtedness.—Rate of intei-es&ahlﬁ'be fixed
by the court.
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mmtive banks shall be kept separate and apart from
. assessed. against commercial and savings banks,
and shall be known and referred to as ‘cooperative
sank protective fund’ and shall be applied solely to
he benefit of the depositors in cooperative Banks who
shall be limited to tge benefits of such guaranty fund
hich shall be levied and applied in all réspects and

anner as the g arau%l’j‘fund required of commercial
avings banks, The term guaranty fund or

) s guaranty fund as used in this article shall,
L 1 @ reference to cooperative banks, be desig-
nated,” “and construed to mean ‘eooperative
b k 3 e L]
ank prou valxﬁmd

Sec, (8025). 3
“On the first day of Jumé and December of eagh
year every corporation engaged in banking under the
provisions of this article shall make and file with the
department of trade and commerce a statement in
writing verified by the oath of its president, vice
president, or cashier showing the average daily de-
posits in its bank for the preceding six months ex=
clusive of public money otherwise secured. Any bank
commencing business and receiving deposits less than
six months prior to the date when the statement
referred to in this section is required to be made and
filed, shall show the average daily deposits for that
portion of the said semiannual period during which i
has been engaged in business and receiving deposit. |
Any person making oath to any of the statements
herein required, knowing the same to be false, shall be
deemed guilty of a felony, and be punished by a ﬂg:
of not less than $100 nor more than $1,000, ox
imprisoned in the penitentiary for a term of not less
than onegnor more than five years, or both.” -

See, (8026). Credit fund—Assessments.

““Any bank organized subsequent to the date when
this artiele takes effect shall pay into the depositors’
gug'antx fund an amount equal to 4 per cent of the

yunt of the capital stock, when such bank opens
for business, which amount shall constitute a eredi
fund, subject to adjustment on the basis of said bank’s
average daily deposits, as shown by the first two semi-
annual statements required by section 8025 of this
article. The department ofgfrade and commerce is
anthorized and empowered to make such an adjust-
ment of the rates of assessments to be paid by
bank which engages in the banking business
to the time when this article takes effect

fund a just and able sum, an
of trade and comnerce shall 3 1
| of such bank so that the first two assess-
er with the credit of an amount equ
of the capital stock paid in by sai
‘business shall at least equ
prage daily deposits of said
first « two semilannual statements re-
8025) of this article. ..Such:
ired of new banks g

o1
eomplied with the law ¥
of assessments.

|

| the provisions of

|

3 commission shall be ige
AL anner: ' A
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year the department shall levy on g
engaged in.banking under this art
completed $heir initial payments of
per cent of their average daily de
in this section, one-twentieth of 1
average daily deposits as shown by
required to be made and filed next
assessments. =
“Every corporation to whicl;‘_
granted since April 4, 1919, to. eo
business shall pay into the guaranty
equal to 4 per cent of its capital stock i
after the taking effect of ¢ a nd thereafter shall
be subject to assessment in the s@me manner as bqks
hereafter established.” ; 5

of 1
Sec. (8027)4 > ent—Levy—

“ As soon as said assessments a
the banking corporations against 3
levied shall be.notified of the ama
ment levied against them respectively by the depart-
ment of trade and edmmerce, and said banking corpora-
tions shall thereupom set apart, keep, and maintain in
their said banks the amount thus levied against them,
and the amounts thus levied, kept, and maintained
shall be and constitute what shall be designated as a
depositors’ guaranty fund, payable to the department
of trade and commerce on demand for the uses and
purposes hereinafter provided. When the depositors’
guaranty fund reaches the total sum of 114 per cent
of the average daily deposits, said assessments against
the deposits of gaid banks shall gease until such time
as the guaranty fund is depleted below 1 per cent of
the average daily deposits, when the necessary assess-
ments may again be levied. No bank which has com-

than 1

| plied in full with all of the provisions of this article

shall be required to give any further security or bond
for the purpose of becoming a depository for any public
funds, but depository funds shall be secured in the
same manner that private funds are secured.”

Sec. (8985). Reimbursement of guaranty fund.

“To the extent of the amount paid from said guar-
anty fund to satisfy the claims of ereditors, the depart-
| ment of trade and commerce, for'the use and benefit of
gaid fund, shall be subrogated “the right of the
Cereditors thus paid, to participate im'the assets of such
gxlk, and the same shall be enforeed and collected by

e receiver aegordingly, and when collected shall be

. d d by the
vent ban
1 guaranty

posits to the

’

i

tment

placed in said f
of trade and comt

e severs
h of said ax I
o'

SESSION LAWS OF 1088,4HOUSE RULE NO. 272
the g nty fund com-

. i
Sec. 1. Gu&ran*{und co
f 4 sistin:f conse and

“There is hergby crea
e
rs’ guaranty fund%,the
idinga more thorough and

i ion for the purpose
administering the deposi
e banks. The guaranty
leeted in the following

ortionate to th
evi eac!
e

sion,

State of Nebraska, and pra
com) supervision of St

Sec. 2
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eseribes in detail
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Sec. 3. Governor to appoint commission.

«Within. 10 days after this act becomes a law the
governor, by and with the advice and consent of .the
senate, shall appoint the guaranty fund commission,
which shall consist of one executive officer of & State
bank from each of the bamking groups mentioned in
section' 2 of this aet, who lias been for not less than
five years eding the date of his appointment an
activmﬁ:e officer. of a State bank in the State
of Nebr: . Buch members sha]lhscrve ug;til their
sugeessors are elected and have qualified. The seeres
tary of the department of trade and ‘commerce shall
be ex officio a member of the guaranty fund eom=
mission and chairmén thereof.” }

Sec. 4. Members—Who and how chosen.

The act provides in detail for the election By each
of the bank groups as ovided under section 2 above
of three persons eligible: ranembership on the guaranty
fund eommission, and the governor shall, within 10
days after such electiony appoint from each group one
of the persons so selectedias a member of the guaranty
fund eemmission. Upon‘the germination of the term
of offiee’ of such members mnew s shall be
olected in a similar manners The ferm of office of
the members of the guaranty fund commission is
provided for at length, and eachisuch member shall be
required to give bond for $25,000 running to the
department of trade and commerce.

Sec. 5, P jrmiﬁion——(}x‘ganization—Mee'tings.
The pravides in detail for the organization of the
guaranty fund commigsion and seleetion of officers,

and the date of holding and manner of calling meetings
of such commigsion. b

Sec. 6. Vacancies—Haw filled. :

Vacancies in the guaranty fund commission caused
other than by the expiration of the term of & member
shall be ﬁned‘&ny appointment by the governon, such
appointee holding office until the first annual election
thereafter, at which time the successor shall be selected
in'the manner Iprovided above.

Seg. 7. Employees—!election—nules and te&tions.
#The commission shall have power to e e and
diseharge employees and make all rules and ations
necessary for the conduct of the business of the com-
mission and the geyernment of its employees. The
guaranty fund commission shall at all times during
business hours have access to any part of the records
in the bureaw of banking in the department of trade
and comme‘x'?p relating to receiverships. The sec-
retary of the department of trade and eommerce shall
lay before the guaranty fund commission at the
earliest. opportunity all examiners’ reports ‘showin
any of the conditions enumerated in sgection 11 o
this act upon the failure of such bank to gomply with
the law or to remedy such conditions within 60 days
from the date of the report, and such other matters as
he may deem proper lay before the o migsion:
Provided, The guaranty fund commission shall have
no jurisdietion over, mor be permittcmq nor
have access to theireeords of, no ing co-
operative banks, but such banks shall be governed by
the law existing prior fo th S aet
secretary of the depart

shall at :ll‘ti!nesf ke dur o
~any part of the recol A guaranty fun

»%mis sectio all not be constzued as
ing the department of trade and commerce of

o

any power or au
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ity over banks, andpthé' ‘guarar}ty

fund commission shall have no jurisdiction over going

banks except in an advisory eapacity.”

Seo. 9. Administrativ

The guaranty
appropriation is
of the amount ne

provided by law, i

Ve Bt e
‘M‘*‘“ b |
e g R 8

fund_eemmission mg, Whless an

% g a, astgmt?
' ssary for er . &;m g 0
said commission ha!’to exceedﬂﬁg) in E:X ne year,

certify said amount to the sccretary of th

apartment

e

of trade and. commerce, and such 8 Cr shall
thereupon levy and :collcét._'& assessment on all State
banks for the amount due each. Sueh levy will

be based on the average daily depositﬁ as shown by
the last semiannual statement of such banks:

Sec. 10. Compensation of commission. = = -

“ Each 'member

5 i
of the commission shall receivé an

amount, to be fixéd by the commission at not more
than $10 per working day and his expenses actually

incurred in the performance of his duties as & member

‘1

of the eommission.

Sec. 11. Impaired

capital, failure to mako,;nports.

« Whenever it shall appear to the department )

corporation trans
this article is imp
ducting its busin

from any examinatigh or report
article, that the capital of any
ting a banking bus
ed, that such corpoE
ess in an unsafe OB

8,

manner, or is endangering the interesté of its depos-

itors, or upon the
any of the repor

failure of such corporation to make
ts or statements reguired by the

provisions of this article, or if the officers or employees
of any stich bank ghall refuse to submit its books,
papers, and affairs to the inspeetion of any examiner,
or if any officer thereof shall refuse to be examined
upon oath touching the affairs of any such bank, or
if from any examination or report provided for by
law the department of trade and commerce shall have
reason to conclude that such bank is in an unsale or
unsound condition to transact the business for which
it organized, or that it is unsafe and inexpedient

for it to continue

business, or if any such bank Bhall

neglect or refuse to observe any_ order of the depart-

ment of trade and commeree, department hall
forthwith take possession of the erty and business
of such bank, and retain p on ‘of all m X

rights, credits, assets, and property of every deseri n

belonging to such
process issued by
corporation whose

retain such posscssion for a sufficient?
an examination of its affairs, and dis

provided by law.

property acquired within 30 day
taking of sueh possession shall be %t

dissolved.”

serviges as may b

ﬁssel&ion, guch bank shall pay to tfg
aecount of the general fund 2 fed
each day a reccive

hank, as against anyinesne or final®
any court against

property has been t

Any attachmé

r shall 8o hold possésdion, such bank

ghall pay such receiver such compa?&ﬁon for his

and gommerce, sul
fund” eommissiony
gaid amount, the

fees, to be determin

o fixed by the depa nt of trade
rject to'the approvaic h anty
in’ case,h; to

necestary elerk hirc and eys’
ed in the.same manner.”
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possession of the property and assets | |

e department of trade and commerce
bely notify the secretary of the guaranty

and make an inventory of the assets|

i duplicate, one to be filed in the office
e '”ié'anty fund commission, and

rtment of trade and com-
sonsist of a list of all assets
i 80 far as they can be

Sec. 18, Management by guaranty fund commission—
Liquidation.

“Upon taking possession of the property and business
of any bank the department of trade and commerce
shall place sueh bank in charge of the guaranty fund
commission to ascertain if such bank may be main-
tained as & going concern, such commission may
thereupon, with . eonsent and assignment. of the
owners of a majority of the capital stogk of said bank
take charge and co I of the property and business
with sueh bank and open it and manage it as a going
cancern, without regard to its solveney, and through
employees perform all duties and aets of the officers and
directors of such bank while managing the same, and
all salaries and expenses in conneetion therewith shall
be paid by the bank. If any sueh stockholders shall
abseond or conceal themselves for the purpose of
evndin.g service of process upon them, or any of them,
then they shall be deemed to have eonsented to the
assignment of their stock. The assignment of the
st to the guaranty fund cemmission shall in no
manner relieve or diminish the obligations of the stock-
holders under the laws of this State or in any manner
absolve the owners of such stock or the officers or
direetors of any liability under the ecivil or criminal
laws of the State. If the stockholders of suich bank
deeline to assign such stock and refuse to place the
property and business of such bank in the hands of the
guaranty fund commission, and if the guaranty fund
commission shall determine that it is impossible to
preserve such institution as a going eoncern, then the
department of trade and commerce shall proceed to
liquidate such bank as by law provided.””

N
Sec. 19. Bond of receiver or agent,

The secretary of the department of trade and com-
m shall require every receiver or agent of the guar-
anty fund commission placed in gharge of & bank to
give a bond in a reasonable amount subject to the
approval of such secretary before the agsets of such bank
are surrendered. Such bond shall for the benefit
of all ereditors and stockholders of the bank,

Secy 20, Procedure for liquidation. Y

[f at any time the guaranty fund commission or the
L i e and. commerce shall determine
mpossible to preserve as a going concern

which the guaranty fund commission has
, then the department of trade and com-
communieate the facts to the attorney
shall cause an application to be made to
district court for an order directing the
of trade and commerce to take charge of
ness assets and property of every kind of such

L and to wind up its affairs. If, after a hearing,
urt shall find that sueh bank is insolvent or that
violated any of the provisions of lawauthorizing

1

v J tment of frade and'commerce to take posses-
“sion of the affairs ‘ofisuch bamk then the court shall
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direct the guaranty f

wk=

commission to proceed to

vides in detail for li
which claims may be filed with the
of the court and for the listing
claims by the receiver and prese
and the hearing by the court of ¢
receiver.

Sec. 24. Priority of cla

gusranty fand. SSut

“The claims of depositors for dep
of holders of exchange, shall have p
0 claims, except Federal, State, county, and
munieipal taxes, and, subject to such taxes, shall at
the time of the glosing of a bank be a first lien on all
the assets of the banking corporation fr
are due and thus under receivershipy
liability of stockholders, and, upon prae

to pay the elaims of depositors,
change, not given for a previously
bank ether n a deposit, the cot
ceivership is pending, or a judg
hearing shall determine the amoun
the defici " and cause the same
department of trade and commere
upon draw against the deposito
the amount required to su

shall forthwith transmit 5
be applied on the said 0 -

of such exchange: Provided, Holdi
deposit shall not be entitled to ne
maturity, according to their terms.
depositors’ guaranty fund shall be
the deficiency that. may accrue by |
any bank now gacting business, or whi
be hereafter orgamized, which bank has ne
report providéd for in section 7996 of
Statutes of Nebrasks for 1922, and recel
tifieate provided for in section 7995 of
Statutes of Nebraska for 1922. Such d

the depositors’ guaranty fund shall be
nearly as may be, among the several
wherein the same is ag aforesaid kept a

in ‘accordance with the amounts thereo
banks respeetively. o claim to pri
allowed which is based upon any evides

ness in the hands of or originally issued
holder, officer, or employee of such b
sents money obtained by such stoekhold
employee, from himself or somé

corporation, or bank in lieu of o %
effecting a loan of funds to such fai e
Sec. 25. Bankers' comervﬂ‘i&u fund.

“ For the purpose of preventing the elosing of
and conserving thé guaranty fund, the ban

servation fund is hereby ereated. The ban
servation fund shall at all fimes belong to th

contributing thereto, gubject to the provi
act, and ‘the m%therefor shall no
fourth of 1 per cent of the average daily ud:

bank during any one year and said fund
o

o
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e, average daily
.Vﬂmﬂ,m

before making
& shall be prm
) uaemble and use n.ny part of the b ONSETVE
ﬁon fund the secretary of the department of fra e
ametrce shall make an assessment on each of

ed, based on the average
8 shown by the last semi

Jwith the departmen
wing a_ draft ‘for gup amount and
same as provided by law. The banks
amount remitted on such draft on thelr
asset, debited to the ‘balnkers a.i.cg d

until such time as it may be rep
‘eharged off against the profits of the ﬁnﬁglot
d dmd% any purpose other than the payment of
ivi

its
al state-
rade and

Depletion of deposxtors guarant& @ﬁ—
‘assessment.
» depositors’ guaranty fund shalb fr
depleted or reduced to any amou
mb of the avepage daily deposits as
emiannual agsessment statement i
ment of t de and commerce 8

st the capital s
y the provisions of
whlch special ass

aged on the said uvemge allv
L for the purpose of im

, said special assessme

of exceeding 1 per cent,

or the year 1923 and th

L any bank shal

| trade and comme
commission,

this act, said

ount and transmit the same
tative of guaranty fund
ach bank t6 be used by him
r purpose. Provided, how-
h the consent of the depart~
m%fe, borrow any part of said
bank and repay said ho
en the money is re%eiyed from
rade and commerce. e departm
d commerce or the guaranty fund com
ose said bank at any time for the purpos
h as provided by law, or. xpayw turn the
of its affairs to its proper ers wheneve
't, with interest at the rate of’t per cent

en fully pﬂd to the bankers’ consers|
the reason for retaining the manage- |}

1 thereof n

m::*"v

me apply to any court in whlch a rece versl‘up for
s pending at the time this act takes effect for

on’ exists.”
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an order directing the receiver totaﬂ
the assets of ev 3

sion, or unde

bhe Ta such
?ﬁpnn g thereon. heas

¢ court from the evidence o
such receivership available for the pa
of such bank are insufficient to pa;
pusitors if unpaid, or to reimburse
guaranty fund for the amount drawn
payment of the alnms of depositors
the court shall enter order diree
sell all of such assets atn ublic sale, ang
of such sale and the notice which shall be g
Such sale be held on the date so fi
or at such time &8 the same may b
by the receiver, whieh shall not be more
from the date 1l by the court. At sue
secretary of the
or his r entative, may bid on such assets,
such bid 1l be the highest bid offered for t
the receivershall deliver to such secretary or
resenta , all of such assets and take a pro
therefor, which be filed in the office Lk
of the district court in the files of such receive
The delivery of sich receipt shall constitute pa
in full'to the re er for such assets. If the mon
the hands of receiver after the sale of such as s
to the depsrtgnt of trade and commerge sha.ll be

insu nt to pay the costs aﬂupense& of such re-
ceiv P ining unpaid, then the court
thereof shall the amount of h unp
expenses, certify the same to
and ce, and the depa

refund to such r

nty fund in the severs

the same qoportlon as it was drawn therefie

See. 35. Records—Secrecy,

No one co d with the guaranty fund e
sion shall in any instance disclose the name
depositor or debtor of any bank of the amoun
deposit or debt to anyone except in so fa :
necessary in the performance of his official

Sec. 3 posits mnot gusranns——w
negoﬂlga

nnd every certifi
type ‘nonnegotiable™
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Sec. 41, Court may authorize receiyer to borrow on
receiver's certificate. -
““The gourt in which a receivership of a State bank
or any judge thereof, may, upon the appli-
@ receiver, in open court or sitting at cham-
where within his digbriet, without notice or
upon such notice as heﬁug direct, authorize and direct
sueh receiver tb‘fgnoﬁ oney and forthat purpose,
0 issue and sell, Bssign, or hypothecate one or.more
receivers’ certificates in an aggregate amount nob
exceeding the amount required to supply the deﬁcxeneg
for the payment of depositors in any failed bank. Such
receivers’ ¢ cates may be authorized and nego-
tiated either before or after the amount shall have been
drawn from the depositors’ guaranty fund and from
banks heretofore in receivership. If authorized after
the draft on the guaranty fund, the amount shall not
be greater than the market value of the assets remaining
in thefeceivership. The rate of interest shall be fixed
by the court. Such receivers’ certificates, with the
interest thereon, shall be subrogated to all the rights of
the depesitors thus paid or to the rights of the depart-
ment of trade and commerce, to participate in the
assets of sueh bank, and shall be a first lien on all the
assets in the hands of the receiver and on the rights of
the depositors in the depositors’ guaranty fund and
shall be en (and eollected by the receiver accord-
ingly."" All money derived from the sale or transfer of
such peeeivers’ certifieates shall be used for the pay-
ment of depositorsif such receivers’ certificates are sold
prior to the drawing of the money from the guaranty
fund, and shall be used to reimburse the guaranty
fund if sold after the drawing of the monc¥ and pay-
ment !!f?h’o depositors from such guaranty fund.” &

Sec. 42, Cash to pay receiver’s certificate.

“Ifythe cash in the hands of the receiver be in=
sufficient

terest thereon,

become due, the co
mine the amount necessary to pay the face value of
such receivers’ certificates with interest thereon to the |
date of payment and cause the same to be certified to
the department of trade and eommerce, which shtﬂ‘
thereupon draw against the ,guaranty fund in fhe
amount required to supply the deficieney, and shall
forthwith fransmit the same to the receiver to be
applied on the payment of such receivers’ certificates.
Provided & new issue of certificates may be authorized
by the court if applieation is made therefor.”

Sec. 43. Registration of receivers’ certificate.

“Receivers’ certificates issued under this aet ghall
be presented to the secretary of the department of |
trade and eommerce and he shall cartify th
such certificates are payable out of the depositors’

d of the State of Nebraska, and register

therefor in his office.

e and commerce
certificates and
L ex:go{,gﬁd they

as fixed by the court, when the same

te of each issue

d;_gerof regi

mﬂmm of trade and com-
! t of July of each year prepare
8 bank a pertaining to the

kers’ eonservation fund, and
tﬁ:'ﬁnnd showing the follow-

to pay sueh receivers’ certificates with in- |

, or a judge thereof, shall deter- |

g_:eon that | hea

; drawee banks; (2) ayverage
whieh each assessment wa%
i bank; (3) amount of such assé

of guar-

hich each
_ ' eonserva-

assessme m‘w&bsﬁ

for each bank for benefit of bankers’ conservatio:

fund; (6) amount of average &pbs%nm which

each assessment was made for efit of bankers’

administrative fund; (7) amount of such asses it on

each bank for benefit, of bankers’ administrative fund;

f(8) gmotflirét M to (1 ink from each bank

or bene ! 9) amoun

from each bank to each for benefit of bankers’

conservation fund; (10) ursements of bankers’

administrative fund; (i1)" statement of assets and

liabilities of each bank, as ah&?m by last statement

published before such bank’s coming into the hands of

the guaranty fund commission; (12), detailed ex?hje

account of each bank operated by tirw-anty d

commission; (13) amount realized sale ]

estate and furniture and fixtures of each bank i

of guaranty fund commission; (14) amount}

from other assets of each bank in hands of

fund commission, listing same in detail.

tion to the foregoing such report shall

other data as the guaranty fund commis

secretary of the department of trade al

may deem proper.”’ '

ment on each bank for each bank for benefit
anty fund; (4) average deposits on basis of wh
assessment was made for benefit of b

tion fund; (5) amount of eaeh

t reimbursed

Sec. 28. Sale of assets by guaranty fund ¢

“Whenever a receiver or representative
charge of & bank or receivership under the d
of the guaranty fund commission, and such
or representative can procure lawful purchasers for
the assets and capital stock ch bank, then such
receiver or representative may, with the roval of
e guaranty fund commission,sand the s
e department of trade and commercey
district eourt of the county im which said
receivership is located foran order decree
to be inselvent, if a going bank, and direeti
of all the property and eorporate rights of suel
poration upon such terms and conditions as to the
court may seem proper. Notice of such heas shall
be in the same manner as for the appoin of a
receiver under thisact. If the court, upon the hearing
thereof, shall find that sueh bank is insolvent, or in
receivership, and if is for the best interest of all creditors
of sueh corporation, then the court shall issue an order
directing {ge receiver or representative in charge, as
receiver, to sell such banking ecorporation and its
assets as prayed. The court shall detéermine at such
aring the fights of the creditors, including depositors,
a8 nearly @ possible, and shall direct the notiee to be
siven and the pleadings to be filed for the determina-

of %::gbts of ereditors whose claims are not
uﬁw&e ich hearing. The court sh%horize
and direet the receiver to issue from the book

of such ecorporation, certificates of stock fothe pur-
chasers thereof, and upon the delivery thereof and the
compliance with the terms of such sale; such pur-
chasers shall be and beeome the only lawfully con-
stituted stoekholders of sueh corparation, and as such
shall proceed to organize with proper officers and
directors for' eondueting a banking business. The
department of trade and eon all require the
officers to file the report : fion 7996,
Compiled Statutes for : amination
the department finds : m

plied with all of the requirements of law"#
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DEPOSIT GUARANTY IN NEBRASKA

(From Federal Reserve Board Files)

MEMORANDUM - Mr., Van Fossen April 29, 1926.

NEBRASKA: Law was passed on March 25, 1909, but did not go into effect until

July 1, 1911, having been in litigation for nearly two years.

Sixty-five banks failed since adoption of guaranty law were liquidated
at a loss of $9,000,000. It is anticipated that 60 more banks are apt to come
into hands of commission and cause an additionsl loss of about $6,000,000. There
is now in the fund $1,700,000 and about an equal amount of receivers' certificates
outstending against the same. TFrom assets of $11,000,000 there should be realized
$3,000,000 and 2 years' assessments will bring in $3,000,000 or sufficient to
cover anticipated loss. Contributions heve totaled $12,000,000 during 14 years,
an amount equal nearly to 1/2 of the capital of state banks today.

The Nebraska law provides that the department of trade and commerce
shall forthwith take possession of the property and business of any bank when it
has reason to conclude that it is unsafe and inexpedient for it to continue
business, or under certain other conditions. Such banks are to be placed in
charge of the guaranty fund commission to ascertain if such bank mey be maintained
as a going concern. With the consent of the owners of a majority of the stock
such a bank may be opened and managed as a going concern by the commission without
regard to its solvency. For this purpose a "Bankers' conservation fund" was
created, assessments of not more than 1/4 of 1 per cent of the average daily
deposits of each bank being authorized for the purpose, such funds to constitute
a loan by the bank assessed and not to exceed 1/3 of 1 per cent of a bank's
average daily deposits at any time. The Governor of the state now advocates
a plan to take out the bad paper of banks in the hands of the commission, sub-
stitute receivers' certificates therefor and sell the banks with a time guaranty
on the remaining paper and is quoted as saying that the banks should sell for
much more than par.

The consolidated statement of condition of state banks as of December
31, 1925, shows: "Bankers' conservation fund" as an asset item - $628,945,.08;
and as a liability "Depositors' guarantee fund" - $1,238,402.19.

Memorandum - Mr. Van Fossen Janusry 31, 1927.

Nebraska: 151 banks have come into the hands of the gusranty fund commission since
1911, of which 38 are now being operated as going concerns regardless of

their insolvency. Depositors in all closed banks have been paid in full. The

cost to the solvent banks up to June, 1926 in assessments has been $14,000,000,
while the loss yet to be sustained in banks now being operated and those which

mey yet come into the hands of the commission, may eventually amount to %6,000,000
more. The annual assessment of $1,700,000 at the meximum rate of 6/10 of 1 per
cent of average daily deposits amounts to 7 per cent of the total capital of

state banks on June 30, 1925. (See Commercial West, September 25, 1926).

*

WALL STREET JOURNAL - FEBRUARY 27, 1928.
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NEBRASKA DEPOSIT GUARANTEES BREAKDOWN

. Legislative Action May Be Necessary for State Wide Levy
to Maintain False Economic System

LINCOLN -- The State Guaranty Fund Commission, which handles the funds of the
State Deposit Guaranty System, has abandoned its long followed method of paying
off depositors in failed state banks as soon as their claims were proved to the
court in receivership proceedings. It is now allowing these to go to julgment,
which attaches a 7% interest rate.

This has been necessary, says C. M. Skiles, general counsel for the commission,
because of inability to keep on floating receivers' certificates fast enough to
take up the claims as they go to judgment. There are $1,000,000 of these certif-
icates outstanding, bearing 7%, and the new plan merely makes the depositor hold
them in the form of a judgment instead of the banks that have been investing in
these certificates.

Claims of depositors approved and not psid total $4,500,000, and there is
a contingent liability of $13,000,000 more from the 72 banks now operated by the
commission as going concerns.

The fund has about $10,000,000 of collectible paper and real estate that will
be available, when turned into cash, to meet these liabilities. The fund also
.has the power to levy a maximum yearly assessment of $1,500,000 on solvent banks.

Mr. Skiles says legislative aid will be necessary to guarantee the fund
against an eventual breakdown. It will be necessary to stop interest on
depositors' claims gone to judgment, he says. There also is presented to the
legislature the alternative either of cleaning up the deficit by a state-wide
levy —— which Mr, Skiles justifies on the ground that most depositors have believed
the state was an actual guarantor -- or pledging the state credit to a sufficient
Bsue of 4% receivers' certificates to insure prompt payment of depositors when
their claims are approved in cowrt.

NEBRASKA GUARANTY LAW IS KILLED

Lincoln, Nebraska —- The bank deposit guaranty fund law of Nebraska has
gone by the board as have those of several other states of the Union which
tried the theory and found it would not fit into the economic structure of banking
and business.

The Nebraska law was wiped off the statutes of the state by special
legislative action this week, the bill annulling the law having been signed
by Governor W. J. Weaver on Tuesday.

The only other state of the original nine which adopted bank deposit
guaranty laws and which has not rescinded them, or in which they are not
effective, is Miggissippi.

Abandonment of the old depositors protective law was effected in a sub-
stitute measure adopted by a special Nebraska banking legislature called to
on out the ills of 65,000 depositors who were awaiting restitution from the

| i
g;;;*a;‘gf;jg%g%ty fund which had amassed a $20,000,000 deficit before it was repealed.




The governor's acceptance of the new law » one he believes a compromise
for depositors and bankers alike, relieves all state banking institutions of
special and regular assessments with the exception of a two-tenths of 1 per
cent levy to continue for ten years.

This assessment, the governor believes, will produce $3,000,000 in the
decade and this added to another $3,000,000 in levies forthcoming before the
law was removed from the statutes, will refill the empty purses of the
depositors.

A constitutional amendment to be voted on this fall will add another
$8,000,000 by state appropriation for the depositors if the plan is accepted
at the polls.

The Nebraska law, similiar in detail to a banking theory once tried by
eight other states but now effective in only one -- Mississippi -—- has experienced
a trying existence in the past five years, Governor Weaver said.

Complications incident to post-war deflation, former Governor A. C.
Shallenberger, Democrat, who signed the original act, told the Senate last
week, spelled its defeat.

The substitute bill signed this week, with emergency clause annexed, bol-
sters up the bank situation in that it provides a surplus fund based on yearly
net profits —— a fund that must be invested in securities approved by the state
bank department.

A summary of the reports of condition of state banks of Nebraska, as of
December 31, last, made public by the state banking department, shows a decrease
in assets during the guarter from $248,000,000 to $222,000,000, and in deposits
from $217,000,000 to $191,000,000. A corresponding reduction in capital,
surplus, undivided profits and loans and discounts is noted.

While a decrease in the number of banks through failures and nationali-
zation is in part responsible for the drop in deposits, withdrawals from banks
due to the confused situation arising out of the large guaranty fund deficit
have accelerated the movement.

Governor “eaver, reporting to the special session of the legislature upon
the experiment conducted for a period of six years, ending in 1929, of opera-
tion of failed banks, kept open by the guaranty fund commission and managed
by its agents, showed that the net loss was $1,322,728. Total operating costs
of the 167 banks involved were $3,467,416, made up of general expenses,
$1,625,529; legal $179,517; interest paid $1,150,000; real estate $512,370.
Revenues were Income, Interest and Exchange, $1,743,000; real estate, $401,890;
total $2,144,890...

Former Congressman Shallenberger, in charge of the audit of failed banks
of the state, says that the worst is over in the banking situation in Nebraska
and that conditions are improving. He pointed out that as of December 31,
last, the banks were carrying a total reserve of 37 per cent, nearly double
the legal requirement, of which 20 per cent is in cash and 17 per cent in bonds.

Commercial West, Volume 59 —— No. 12, March 22, 1930
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NEBRASKA GUARANTY FUND

Number of state banks in Nebraska arranging to enter nstional bank
gystem owing to danger of facing $8,000,000 deficit in the Nebraska Gusranty
Fund end of year.

v In 16 years of operation the fund has paid depositors of failed banks
some #38,000,000, of which about $15,000,000 was paid out of Fund from assess-
ments on solvent banks.

C. M. Skiles, General counsel for Commission, says law was forced on
bankers and as consequence three-fourths of solvent state banks have been unable
to pay dividends for several years. Many banks have paid into fund amounts
equal to their capital stock.

Solvent banks must be assessed about $10,000,000 to pay depositors of
138 banks in hands of Commission (not all at once/. When depositor's claim
is allowed against Guaranty fund, it becomes a judgment and bears 7 per cent
interest per annum, so if $10,000,000 claims are allowed, interest alone amounts
to $700,000, or about 1/2 amount collectible by assessments each year.

General feeling that law is uneconomic and should be repealed, or
some method other than assessing solvent banks should be found for raising
necessary funds. Entire State bank system in danger when assessments cause
suspension of dividends and in some cases make solvent banks insolvent - "for
surely it is much better to be a compulsory member of the Federal Reserve System
with its fancied ills than to be in a Gueranty Fund system with its lmown &ils.”

"The straw which is likely to "break the back of the camel" is the
failure of the Beemer State Bank of Beemer, which it is said has $1,000,000 of
fraudulent notes in its portfolio, with the president, Paul Nupper, a fugitive
from justice. He apparently took the capital, surplus and deposits of the bank
and left spurious notes from which there will be no "salvage.""

Not surprising many banks seek national bank charters, when under the
law, which is compulsory in so fir as membership of state banks in the fund is
concered, solvent state banks are expected to pay all the depositors.

"As has been pointed out in these columns many t imes during the past
twenty years, any law which makes an honest banker responsible for the debts
of a dishonest or careless banker, when the former has no check on the latter,
will fall by its own weight, and it is only a matter of time when all of these
chimerical schemes will be wiped off of the statute books."

Briefed from article The Financial #ge,
Vol. LVIII, No. 16
October 13, 1928.
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MEMORANDUM - Mr. Foster. REMARKS et 1, 1929,
Date Voluntary
State effective or compulsory Remarks

Nebraska 1911 Compulsory Injumction granted by District Court
against special assessments puts
Gueranty Law on non-operative basis.

to Legislation for repeal psssed both
houses in May, 1929, but failed/receive Governor 's approval.

MEMORANDUM - Mr. Foster Oct. 2, 1929.

Present Status of the Guaranty Fund Law.

States in which Gueranty Law is partially operdive.

Nebraska At the end of the year, 1928, Nebraska reported a total of
47 bank failures, an increase of 25 failures over the 1927
figure. The condition of the Gusranty Fund in a table

prepared by the Commission on December 31, 1928, shows a deficit of about 16

million dollars in unpaid claims due to depositors of failed banks. Despite the

burden and expense thrust upon the shoulders of solvent member banks and repeated

attempts towards repeal by taxpayers, bankers and legislators, the law still emains
on the statute books.

The Financial Age, March 30, 1929, tells of the intro-
duction of an individual guaranty system by which each State bank shall pay annually
one-fourth of one per cent of its average daily deposits into a fund to be
held in trust by the State Treasurer and invested by him until such a time
when it equals the capital stock and surplus of a bank. Thereafter the bank, as
long as it remains solvent, will receive the earnings of this trust fund, and
on liquidation shall get it back. If it fails, the money is immediately paid
over to the banking department, which uses it along with the money itgets from
the ligquidation of assets and the collection of stockholders' liability to pay off
depositors, as far as this can be done. Any surplus is returned to the stock-
holders.

Although the Governor of Nebraska failed to ratify the
fesolution for the repeal of the Guaranty Fund Commission, approved by both
houses of the State Yegidature, its death knell was sounded during the first
week of May, 1929. In the District Court, Judge Lincoln Frost granted the appli-
cation of more than 500 State banks to prevent the collection of further
special assessments on them. (Decision is subject to the approval of further
higher courts). These assessments were one-half of one per cent on average daily
deposits, while the reguler assessments, not affected by the cowrt injunction,
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amounts to one-tmanth of one per cent. This is so small that it will do little
more than pay operating expenses of the fund.

Memorandum - My, Foster December 23, 1929

Subject®: Nebraskan Courts clash on Guaranty ruling.

Two stetes, Nebraska and Yississippi, have recently taken new
stands in their attitude toward the bank deposit guaranty law. Nebraska state
bankers, after having almost succeeded in rendering the guaranty fund null and
void, finds to their dismay that the Supreme Court of the State has reversed the
Digtriet ruling and declared the burdensome act to be in full force and
effect.

The action taken by the Supreme Court of Nebraska is one of precedence
and marks, perhaps, the first departure from the usual interpretation of courts
in making decisions. In the early part of May of this year 559 State banks sought
a permanent injunction against the levying and collection of the special assessment
which, at the rate one-half per cent of average daily deposits, meant a contrib-
ution of $1,000,000 a year to the fund., The court upheld théir claims that the
assessments had become so burdensome as to be confiscatory and thus endanger the
entire state banking system. Judge Frost, therefore, granted the bankers an in-
junction which restrained the Guaranty Fund Commission from the collection of the
special assessments. Decision in the suit did not affect the regular assessment
of one-tenth per cent, but the proceeds from that levy are so small as to be neg-
ligible for paying depositors in failed banks. Moreover, the regular assessment
will do little more than pay operating expenses of the fund.

The findings of the Supreme Court defend the right of the State to
regulate within reason the banking business as carried on under a State charter.
Such business is quasi-public and, for the protection of the public and its
interests, is subjettto reasonable State regulation. It is held that no court
shall annul a legislative enactment unless its provisions so clearly contravene a
provision of the fundamental law or are so clearly against public policy that
no other resort remains. Further, where a State bank has accepted benefits arising
from deposits of money pursuant to the terms of the bank depositors' guaranty law,
such a bank cannot be heard to meke complaint against special assessments upon such
deposits which have been levied for the benefit of the guaranty fund. Evidence
is teken from the advertising campaign, sup orted by State banks and the Guaranty
Fund Commission, to show that many of the banks made an effort to capitalize on
the "protective elements of the law" for the purpose of increasing deposits. It
is obvious, the Supreme Court holds, that the special assessment does not constit-
ute the taking of private property without due process. Ags a final resort, the
Supreme Court says that "it may be observed that the bank guaranty fund law has
been held by the highest court in the land to be a constitutional act and well
within the meaning of the Federal constitution.” (U. S. Supreme Court decision
wes handed down by Justice Holmes)
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Memorandum - Mr, Foster April 1, 1930.

The guaranty law, compulsory as to membership, was passed in 1909.
Nebraska: It was promptly contested by the state bankers who carried their
suit to the U. S. Supreme Court to test its constitutionality.
Decision was rendered in favor of Nebraska State. The law became operative on
July 1, 191l. Bankers have paid into the fund over $16,500,000, which is slightly
less than the capital stock of all banks now operating. Between 360 and 370
state banks have failed, and the guaranty fund deficit has climbed to $20,000,000.
Interest on the @eficit at 7 per cent amounted to $l,400,000, as compared to the
maximun assessment, about $1,300,000, annually. In May, 1929, Judge “incoln Frost
of the District Court answered the cry of 500 state bankers by granting a
permanent injunction against the collection of further special assessments,
which at the rate of 1/2 of 1 per cent brought in $1,240,000 annually. That
decision was reversed by the Mebraska Supreme Court on December 8, 1929, and
the law went again into full force and effect.

In February, 1950, Governor Weaver announced that a special
session of legislature would convene early in March to consider the repeal of
the guaranty law and to adopt a modified plan of deposit protection. Under
this plan all state banking institution would be relieved of special and regular
assessments with the exception of a 2/10 of 1 per cent levy to continue for
ten years. This measure, if enacted, would produce $3,000,000, which would be
added to a second $3,000,000 in levies due from state banks before the official
adoption of the new plan. A constitutional amendment, to be voted on in the
fall of 1930, would add another $8,000,000, if voters agree to shoulder .a part of
the guaranty fund deficit.

The "blanket" guaranty law was formally epealed on March 18, 1930.
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III. NEBRASKA :

Impressed by the outward appearance of success presented by the
Oklahoma guaranty scheme during the first years of its operations, three
other states passed some form of guaranty law in 1909. The plan adopted
in Nebraska was the only one of these three that was fully compulsory
upon all banks under state charter as in the case of Oklahoma. Its opera-

tion was delayed for two years by a federal suit to test its constitutionality,
~ which was upheld, and it did not become effective until July, 1911.

Under this law the Depositors’ Guarantee Fund of the State of Ne-
braska, as it was called, was created by semi-annual assessments on all
state banks equivalent to 1/20 of 1 per cent of their average daily deposits
until the fund should reach 1% per cent of deposits. New banks were as-
sessed 4 per cent of their capital stock, which was credited to their subse-
quent pro rata obligations to the fund as established institutions. Special
assessments, not exceeding 1 per cent, reduced in 1923 to 1% of 1 per cent,
of daily deposits in any one year, were collectible whenever the fund should
fall below 1 per cent of deposits. The maximum total assessments col-
lectible in any year, after the reduction of the special assessment limit, were
3/5 of 1 per cent.

In operation each member bank was allowed to set up on its own books
the amount of its assessments as a cumulative liability designated “Depos-
itors’ Guarantee Fund.” If a member failed, a judgment for approved
claims, which covered only unsecured individual deposits, was obtained
against the fund, and each member was drawn on ratably for enough to
pay in full the guaranteed deposits in the insolvent institution, whose
assets were taken over by the state, liquidated and the proceeds paid back
to the fund.

Nebraska was another state in which the banking department had no
discretionary power with respect to issuing new bank charters, and from
1911 until 1923, when discretion was granted to it, state banks increased
rapidly.

The Boom in State Charters

When this law became operative in Nebraska in 1911 there were 647
state banks with deposits of $53,200,000, and 231 national banks with
deposits of 856,800,000. The first nine years, that is, up to the depression
that began in 1920, were normal in banking and the plan in Nebraska as
in Oklahoma acquired the outward appearance of success. Under it state
banking expanded and national banking in the state suffered by com-
parison. The number of state banks increased every year, reaching 1,008
by June 1920, an increase in nine years of 861 units of this class, or over
55 per cent. Their deposits grew to $291,100,000, an increase of $237,900,000
or 447 per cent. A large part was money attracted to Nebraska state banks
from other states by the fancied security of the guaranty plan. In the
nation, state banks increased but 33 per cent in number and deposits
expanded only 126 per cent in this period.

During this same period the number of national banks in Nebraska
fell to 175, a loss of 56 or 24 per cent, and their deposits rose to $98,800,000,
or by $42,000,000, which was less than 74 per cent, as compared with 447
per cent for the state banks.

¥ [15]
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The effect of these changes on the total banking structure of the state
was to increase the aggregate number of both classes of institutions from
878 in 1911 to 1,183 in 1920, a gain of 305 or almost 35 per cent, while
combined deposits rose from $110,000,000 to $389,900,000, a gain of
$279,900,000 or more than 254 per cent. In this altered picture, the ratio
of the number of national banks in the state fell from 26 per cent to less
than 15 per cent, while their proportion of the aggregate deposits dropped
precipitately from over 51 per cent to only 25 per cent. Abnormally rapid
expansion in state bank deposits caused a marked increase in average
deposits per bank of both classes from $125,000 to $329,000. In this period,
the number of persons per bank in the state decreased from 1.360 to 1,090.

Summarized, these changes meant a great increase in state banks and in
the number of banking institutions in the state all told, a disproportionate
increase in the deposits in the banks under guaranty as compared with the
increase that occurred in the non-guaranty banks and fewer persons per
bank in the state as a whole.

During this economically peaceful nine year opening period of the
Nebraska guaranty plan there were relatively few bank failures in this
state. The decade was largely dominated by the booms, inflation and easy
financial prosperity of the World War era, which brought large demands
for livestock and agricultural products to the West, with inevitable over-
expansion and speculative stimulation, along with soundly based economic
activity. From June 1911 to June 1920 only five very small state banks
with aggregate liabilities of $235,000, were suspended and but two national
banks.

Bank Failures Under the Guaranty Plan

The collapse of the war inflation, however, brought a disastrous test.
In the depression year ending June 1921, 16 state banks suspended and
in 1922 there were 28 more suspensions. The direct cause of these failures
was the disastrous fall in agricultural prices that occurred in these as in the
ensuing years. In 1923, 18 state banks closed, 19 in 1924, 11 in 1925, 23 in
1926, 19 in 1927, 44 in 1928 and in 1929 there were 106 state bank failures
with total liabilities in excess of $30,000,000. In 1930 there were 50 more
with liabilities of $13,000,000 and in this year, following several years of
desperate efforts to reorganize the guaranty fund, it was abandoned
through repeal.

The foregoing record shows in the period 1921 through 1930 a total of
329 state bank failures in Nebraska, with total liabilities of $88,700,000.
That is, against a yearly average number of 855 state banks in these years,
an average of 33, or 3.8 per cent, failed. In the same ten year period 31
national banks failed in the state, or an annual ratio against the average
total of 158 of banks of this class in operation of 1.9 per cent.

[16]
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Obviously, this comparison between the guaranty state banks and the
non-guaranty national banks is not to be taken as a measure solely of the
ill effects of the guaranty of deposits plan. There were numerous other
factors causing the inferior showing of the state banks in Nebraska as com-
pared with the national banks.

Other Causes of Weakness

One of these factors was the matter of under capitalization. When the
guaranty plan went into effect in 1911 the banking code placed the mini-
mum capital with which a bank could open at $10,000 in hamlets of less
than 100 inhabitants, at $15,000 for towns of between 100 and 500 inhabi-
tants, and on a rising scale for larger places. There were also in operation
a number of state banks chartered previously to this law with but $5,000
capital. About 65 per cent of all the state banks had capital of $20,000 or
less and the great majority were in small towns. The minimum for national
banks since 1900 has been $25,000 and a greater ratio of them was situated
in larger places. Of 337 state banks suspended during 1920-1931, 89 had
capital of $15,000 or less, and 141, or nearly 42 per cent, had capital of
$20,000 or less.

Although these factors would doubtless have given the state banks
a worse record than the national banks in Nebraska even without the
guaranty law, the testimony of bankers who lived through the period of
the operation of the scheme is that it greatly contributed to the amount of
small, weak and irresponsible state banking. A general atmosphere of false
security, confidence in all state banks and lack of diserimination between
good and bad banking was engendered by the mistaken idea that no one
would lose his deposits since they were guaranteed by a supposedly trouble-
proof banking structure. As a result, greater numbers than ever of under-
capitalized, ill-situated banks, as well as of persons wholly unfitted as to
training, character or methods to be allowed to conduct banks, were able
to command public trust and patronage and to attract large deposits to
their institutions through high interest rates and trading on faith in the
guaranty plan. This is reflected in the tremendous expansion in state bank
deposits between 1911 and 1921 as brought out above.

Therefore, although the guaranty plan cannot be held wholly respon-
sible for the bank failures that occurred during its regime, nevertheless it
doubtless was mainly to blame since it fostered the excessive development
of those other weaknesses which produced the unusual severity of the state
banking disaster. This in turn destroyed the ability of the fund itself to
meet its obligations.

In drawing the foregoing comparisons reference is had specifically and
solely to state and national banking in Nebraska during 1911 to 1931. It
is not in any sense implied that they have any parallel application else-
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where or constitute an argument in favor of national as against state bank-
ing under normal conditions, for these aspects are not considered here.
There is no inherent reason why, under sound banking codes and well con-
ceived standards of supervision, state banking should not be as successful
as national banking.

Financial History of the Plan

The financial history of the plan was a reflection of the foregoing sta-
tistical history. During the first nine years there was the semblance of sue-
cess, with assessments creating a fund of $2,367,000, against which
draughts of only $239,330 were required to pay depositors in failed banks.

However, the sudden rise of failures that began in 1920 brought it to
the point of insolvency by 1922. The state bankers undertook steps to save
the plan through forming a State Agricultural Loan Association which
sold stock and notes to member banks in the amount of $2,000,000. Its
funds were applied to paying depositors in failed banks whose assets were
taken over by the association. The guaranty plan assessments on state
banks in 1921 were $2,320,000, in 1922, $1,970,000 and in 1923, $2,050,000.
Yet by 1923 the losses through added failures were so large that these
combined efforts were unable to meet the situation. Then the state legis-
lature created the Guaranty Fund Commission with power to decide
whether crippled banks should be operated in an endeavor either to reha-
bilitate them or postpone their liquidation so as to cut down current claims
on the fund, or whether they should be placed in receivership for liquida-
tion at once.

By 1926 the banking crisis in the state showed signs of abating and it
was hoped the guaranty plan might pull through. At this point, the state
banks had paid assessments of about $12,500,000 to the fund in 15 years
and every depositor in every closed bank had been paid in full. On the
other hand the Guaranty Fund Commission was operating 38 banks,
which were being carried along as going institutions instead of being
closed, and the possible postponed losses were estimated at another
$6,000,000. The maximum annual assessments collectible from the state
banks on the basis of the then existing average daily volume of deposits,
about $265,000,000, would be about $1,600,000, and it was felt by the sup-
porters of the plan that this prospective income, together with sums it was
hoped could be realized from assets in the hands of the commission, would
restore the financial equilibrium of the plan within three years.

This close-drawn hope was based on the assumption that the assessible
volume of deposits would not diminish and that there would be no addi-
tional bank failure to throw added losses on the fund. Neither of these
basic expectations was realized. During the year ending in June 1926, 23
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more banks failed and 19 more in 1927, while deposits steadily shrank.
Also, solvent banks were expected to purchase the receivers’ certificates,
which were issued under the authority of the commission against the assets
of failed banks, in order to create immediate funds with which to cover
current deficiencies in the sums available for payment of depositors’
claims, but they lost confidence in the value of those certificates and de-
clined to purchase them further.

The Financial Breakdown of the Plan

Disintegration of the plan was rapid. In 1928, 44 more banks were sus-
pended and in the year ending June 1929 another 106. This startling
figure of 106 included the banks that were being carried along by the Guar-
anty Fund Commission but which were now ordered to be closed. In Jan-
uary 1929, 185 banks were on the hands of the Guaranty Fund Commis-
sion, with unpaid deposits of about $25,000,000. Sixty-one of these banks
were in receivership and 74 were being operated by the commission.

In 1928 bankers started court action to have the guaranty law declared
confiscatory and unconstitutional. This suit was decided by the District
Court in favor of the banks but later the decision was reversed by the
State Supreme Court. Following this decision state banks began to na-
tionalize in large numbers. The uneasiness of depositors in the situation
resulted in heavy withdrawals from state banks and increased failures.
This development prompted the calling of a special session of the Legisla-
ture to repeal the law in March 1930.

The Governor of the state indicated that the then apparent deficit of
the guaranty fund was from sixteen to twenty million dollars, that the in-
terest on the depositors’ claims represented in this deficit would likely
absorb virtually all the prospective income from assessments and that
nothing would be available to pay against the principal of the deficit. He
ended his statement with the assertion that under such a situation the
guaranty fund could not afford protection to then existing deposits against
any future losses.

This signalized the virtual suspension of the guaranty law as an oper-
ating plan. A few months later the Guaranty Fund Commission, created
in 1923 with power to operate or liquidate crippled banks in its discretion,
was abolished. The 69 banks it was then operating were ordered closed
and a new department of bank examination and supervision was set up. It
was given powers to bring about sounder banking methods and to work
out with the depositors the settlement of the affairs of such banks as sub-
sequently failed or became weakened on a plan of composition or rehabili-
tation applicable to each case individually entirely outside the guaranty
plan.
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Litigation and Confusion

As to that plan itself, the rest of its history deals with the steps taken
to remove it from the statute books and the methods and litigation in-
volved in the attempt made to date to wind up its confused and bankrupt
affairs. When the law was repealed in March 1930 the deficit was esti-
mated at $20,000,000.

The terms of the repeal relieved all state banks of further special and
regular assessments to guarantee existing or future deposits and substi-
tuted a levy of 2/10 of 1 per cent on their average daily deposits, to con-
tinue for a period of ten years, the proceeds to be applied wholly against
the old deficit through what was designated as the Depositors’ Final Set-
tlement Fund. This assessment was expected to produce $3,000,000 during
its life. Also, all monies due under old assessments levied before the repeal,
expected to yield another $3,000,000, were to be similarly applied, as were
the proceeds of the liquidation of the assets under the control of the for-
merly abolished Guaranty Fund Commission, consisting chiefly of the
wreckage of the banks that had been closed or operated under its auspices.

Finally it was decided to submit a constitutional amendment to the
people to permit a state bond issue of $8,000,000 whose proceeds should
be appropriated to the settlement fund. This proposal was based on the
theory that certain state policies, such as the operation of banks known
to be insolvent by the Guaranty Fund Commission, the permitting of cer-
tain depositors to withdraw funds from these insolvent institutions, and
also former chartering conditions which had permitted many undesirable
banks to start operations, had all contributed to the burden of insolvency
and that, in equity, it should therefore not fall solely upon the well con-
ducted banks.

Remedial Plans Also Collapse

This plan collapsed. The bond issue project to meet part of the deficit
with general state funds was defeated. Also, the banks resisted through
joint litigation the collection of the old and new assessments as provided
for in the law. The Supreme Court of Nebraska upheld their contentions.

It found that the intended public purposes of theguaranty plan,namely,
to stabilize business and create confidence in the banks, were under radi-
cally changed conditions, wholly lacking in the final settlement fund plan
which, it declared, would in practical effect have results opposite to those
anticipated. The new assessments, it held in substance, would take money
from one class of persons not protected by the guaranty plan to pay to
another special class of persons who had been protected, and this it held
to be unconstitutional.

Also, the court held, the collection of the old assessments from solvent
banks was confiscatory under the changed conditions that had come into
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existence, since they had operated at a loss during the period these assess-
ments covered and payment could be made only through an impairment
of their capital. Such actions as these, it declared, could serve no public
purpose, would weaken solvent state banks, destroy public confidence in
them and tend to disrupt commerce. In such terms did the highest court
of the state indict and condemn, if not the original guaranty plan itself,
the only steps short of actual repudiation of its obligations that seemed
feasible for meeting the difficulties it had caused.

The Net Results

Seventeen years’ operation of the Nebraska Guaranty Plan cost the
state banks there $17,700,000 in assessments. During the first nine years
these imposts averaged 1.3 per cent of their aggregate capital, surplus and
undivided profits. During the last eight years they were equivalent to an
average of 4.16 per cent. The burden was highly uneven as among the con-
tributing banks, some with a high ratio of deposits to capital funds paying
as much as 15 per cent.

Even these ruinous expropriations of the legitimate earnings of blame-
less institutions to make good the shortcomings of others were far from
sufficient to serve the supposed public purposes for which they were taken.
Weaker instead of stronger banking resulted and depositors were only
partly protected. It would appear that, under the conditions that were
allowed to go on under the public banking policies that were followed, the
creation of sufficient funds to constitute an actual guaranty against any
loss by depositors would have consumed the earnings of good, well man-
aged banks to so great an extent as to drive investment capital away from
them entirely and render the maintenance of a state banking structure
impossible.

In addition to this expropriation of $17,700,000 through guaranty
assessments from the fair earnings of persons who had invested in bank
capital, the depositing public was left with a loss through unpaid deposits
and interest of $22,000,000, as measured by the latest estimates of the
deficit left by the guaranty fund. There seems little doubt, in view of the
history of banking under the distortions of the guaranty plan, that this
combined sum of $39,700,000 mulcted from the public by bank failures
was greatly augmented by the type of banking fostered by the very plan
“Sét up to prevent such losses.
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LINCOLN 9
November 15, 1955

Mr. Edison H., Cramer, Chief,
Division of Research and Statistics,
Federal Deposit Insurance Corporation,
Washington 25, D. C.

Dear Mr, Cramer:

We appreciate receiving a copy of your report having to do
with deposit guaranty in Nebraska which was enclosed with your letter
of November 7. It is observed that you are particularly interested to
revise and amplify the data as reflected in Table 10, Page 45, of the
report and you inquire if we have in storage, information that will enable
you to supplement this data.

You may recall that prior to May 9, 1933, all banks were
handled through a judicialship procedure. Mr. E. H. Luikhart (now
deceased) was superintendent of banks during the period when a great
many banks were closed. When he left this Department, he continued to
handle these receiverships and all records pertaining to these insolvent
banks were removed from the State House. It is our understanding that
a portion of these records are now under the control of the Nebraska State
University and we believe that you may obtain permission to review these
records,

Following May 9, 1933, the Department of Banking was author-
ized as an Administrative Receiver and all banks that were closed follow-
ing that date are available for review,

We are not lending encouragement to the idea that you will be
able to obtain the information which you desire but your Mr. Warburton
is welcome to any information that we have and we shall be pleased to
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CLIFFORD DE PUY
PUBLISHER

306 FIFTEENTH STREET

DES MOINES 9, IOWA

September 14, 1955

Edison H, Cramer, Chief

Division of Research and Statistics
Federal Deposit Insurance Corporation
Washington 25, D. C.

Dear Mr, Cramer:

Please forgive my delay in acknowledging your recent letter. I was
awvay from the office for a time and then was buried under getting our
two magazines out.

The NORTHWESTERN BANKER has been published since 1895 and we have file
copies in our office. This of course, covers the period from 1905 through
1929 in which you are particularly interested., We cannot send these files
out of our office, but anyone from your staff is welcome to look through
them here in our office.

With best wishes, I am,
Cordially yours,

) d iy
z@w /444%

Ben Haller, Jr., Editer
NORTHWESTERN BANKEEF
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October 18, 1939

Mr. B. N. Saunders,
Superintendent of Banks,
Lincoln, Nebraska.

Dear Mr. Saunders:

Five years ago this Division collected some material relating
to guaranty of bank deposits in the various States, prior to the creation
of the Federal Deposit Insurance Cofporation. It was impossible to
complete our study at that time and we are now attempting to obtain
further information regarding the various State funds.

The material which we obtained regarding the operations of the
guareanty fund in Nebraska includes the report of the Banking Investigation
of 1930, the report on the Depositors' Guaranty Fund msde by Mr. R. H.
Walker, for the Banking Investigation, the report of the House Sub-
Committee on Guarantee Fund Commission to the Legislature in 1929, and the
Report of the Banking Investigation Committee authorized by the 1935
Legislature.

Would it be possible for us to obtain the following information
in addition to that contained in the foregoing reports? We shall be glad
to supply clerical or stenographic assistance or to reimburse you for
expenses incurred in compiling the data for us.

1. A statement of the annual receipts and disbursements of the fund
showing the ¥ amounts received from the various sources (assessments,
receivers of closed banks, liquidation of sale trust assets, interest,
etc.) and disbursements for various purposes (payments on depositors!'
claims, purchase of assets from failed banks, expenses, etc.).

2. A statement showing payments from the guaranty fund to failed T 4
banks since January 2, 1930, so that we may modify Exhibit C, in Mr. t/hf
Wealker's report to Mr. Shallenberger, to take account of payments made 7, i
in the final disposition of the guaranty fund.

3. A statement showing for each bank paid off by the guaranty fund
the total amount refunded by receivers or received from the disposition of
assets purchased by the fund. This can be given us either in the form of
a total figure for each bank up to date, or in the form of receipts since
January 2, 1930, which we can add to the amounts shown in Mr. Walker's
report to Mr. Shallenberger.
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October 13,

THE NEBRASKA STATE BANK GUARANTEE FUND

In an interview with Mr. Farhart, of the Omsha branch of the
Federal Reserve Bank, and George Woods, Vice-Pres ‘cJL of the Council
Bluffs, Iowa, First National Bank, and past Commi of Banking for
the State of Nebraska, a brief history of the fa1lure of another deposit
gusrantee fund is available.

In 1911, a law g in 1909 in Nebraska, became effective
making it man@atorv for d]l +~tm banks in Nebrasks to participate in
the guarantee of bank deposits. The operation of the law called for
the payment of two regular assessments yearly on May 31 and November
30, of 1/20 of 1% or 1/10 of 1% per year--with additional assessments,
if required, up to 1% of all deposits. The fund guaranteed deposits
in full, regardless of amount, no minimum being set as in the case of
the present $5,000 Federal Deposit Insurance Corporation insurance. From

1911 to 1920 no losses resulted, and the fund had grown to $5,000,000.00.

At the outset, and for nine years, this law was the most popular
ith bankers and the public that had ever been put on the statute books
of Nebraska.

As a result of its popularity, banks grew up like mushrooms, and
charters were promiscuously and freely granted, so that the number of banks
grew from 660 to 1,120--a regular free-for-all.

In 1920 the fund began to crack. From 1920 to 1928 there were 263
bank failures in Nebraska.

While the fund was cracking deposits actually increased and there
was not a single run on a State bank. W. J. Bryan was the father of this
law and a strong advocate of it during his lifetime, his theory and that
of all its sponsors being thet it would forever prevent bank runs. It did
just that.

The assessments, during the bank-failure period, became so heavy
that many State banks changed to National banks to prevent further drainage
through assessments. One bank, the Lincoln State Bank of Lincoln, Nebraska,
had deposits of $100,000 and $50,000 surplus, and actually paid out
$51,000 in assessments in three years, finally being compelled to change
over to a national bank. Such examples were numerous.

Many mekeshift measures were taken during these trying times which
kept the fund from collapsing in 1921-22. In 1923 the Legislature gave
the banking department the right to restrict charters, also reducing the
special assessments from 1 1/10 to 6/10 of 1%. This only helped to prolong
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4. Limit the number of banks to do away with destructive
competition.

The observance of these principles, the banker declares, would
prevent the occurrence of the difficult '
the operation of its fund.

experienced by Nebraska during

Respectfully submitted,

(Signed)
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UNIVERSITY OF NEBRASKA
1lege of Busginess
Administration
Lincoln

Department of
Business Research

Mr. Mortimer J. Fox, Jr., Chief Statistician
Federal Deposit Insurance Corporation
Washington, D. C.

I have your letter of October asking for copies
of our bibliographies, and for suggestion regarding persons for actu-
arial work. Under separate cover I am sending & copy of the biblio
: hi they have been long out ' date arn am afraid you

m of much value.

After

of th

| 3, assistant act 'y of the Bankers Life, Linco
These men are both actuaries, but I think their
been chiefly in the f

life insurance. [t occurs to

drawn from the field of casualty insurance would be
nt.

fact I am not certain but that an economist whose
been ia banking would be your best bet for such a task.
d more impressed with the fact that with a system of

there must be a high degree of uncertainty
bank deposit insurance No one can nossibly

« as to the chartering f superfluous banks
in long periods of rising prices and inflation. And no one can pos-
sibly know the amount of wreckage that will come with future periods
of deflation. In the past these price upheavals have usually come out
f great wars, but for the future it is probable we will see expediments
with the political control of prices, and whet * this will result in

‘

a greater degree of stability or more violent fluctuations no mortal
can possibly tell. . And I wonder if the mathematician is not greatly

handicapped in dealing with such a problem., Taking American banking
experience up to 1920 it would have been quite ea to formulate what
seemed like reliable mortality tebles for losses growing out of bank
failures. But surely the events since that date would have made such a
mortality table look pretty fooli: In my early study of the guaranty
of bank deposits I thought the hazard was one that could be insured

rather easily, but since then I have become more interested in the

strictly insurance phases of such an enterprise. More and more I am
convinced that with banking as it has been conducted in this country
. up to the present time the fiaal outcome of any scheme to insure bank

denosits must be highly uncertain.
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October 17,

S o> e - T

posit Iasurance Corporation,

™
Us U

Ler,

they believe e furnishing of this information will

80 § research the they are unesble
to supply you with the information you requeste However, they

will be pleased to turn their books over to i sorporation, should
sire to send an suditor to Lincoln for the purpose of obtain-

t an amount of work and

you de
ing this information. This office could furnish an auditor

gistance at least during part of the time he would be eng:

ad

obtaining the informetion desired by you.

2|

ps:/lfraser.stlouisfed.org




Committee on

Statistician,

tion,

[ have your letter of October 1 in which you ask
for a copy of the preliminary report which I made to
Governor of Nebraska as chief aminer of

investigation submitted March 3, 1930, and

final report

I am enclosging you copy of the final report and I
am writing to the Banking Department at Lincoln for a
copy of the preliminary report f I will

forward it to you
o

The exhibits referred to in the fi L report which
you asx for are the previous reports made by the Guarantee
Fund Commission and are contained in a document which I

am sending you also.

[ am very glad if you find the records my investiga-
tion developed are of material assistance i work
for the Federal Deposit Insurance Corporation. If I can
1elp you in any further manner do not hesita to
command me.,

Sincerely,
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tps://fraser.stlouisfed.org




Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



aTATE OF NEBRASKA

Receivership Division

LINCOLN

November

Mortimer J. Fox, Jr.

Chief, Statistician,

Federal Deposit Insurance Corporation,
Washington, D. C.

Referring to your letters of
information, we have been unable
ith reference to deposits in banks susjy
to December st, 1929.
having prepared a copy of the data made by certified
ntants under the administration of A. C. Shallenber
copy is completed we will forward it to you.

the average deposits to be used

the rule for determinin

=
levying assessments against state banks for the benefit of

Guaranty Fund, there was no rule except as providec
1e statutory provision is as

"On the first day of June and December of each year
every corporation engaged in banking under the provi-
sions of this article shall meke and file with the
department of trade and commerce & statement in writing
verified by the oath of its president, vice-president or
cashier, showing the average daily deposits in its bank
for the preceding six months exclusive of public money
otherwlise secured. A bank commencing business and
receiving deposits thgn six months prior to the
date when the state t referred to in tais section is
required to be msde and filed, shall show the average
daily deposits for that portion of the said semi-annual
period during which it has been engaged in business and
receiving deposits."

The Department of Banking furnished each bank a blank upon which
o meke a report of its average daily deposits/Py/ménthgl every six months.
his report showed the average deposits by months. The banks were required
‘ o compute their average deposits every month, taking the total deposits
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convinced t!

cunaranteeing bank deposits it had also »nrovided

crnarters, stringenit examinatl

1e building up of a reserve during prosperaus

experiment would n ave failed.
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TABLE ﬁﬂ NUMBER AND DEPOSITS OF STATE BANKS IN NEBRASKA CLOSED BECAUSE OF
FINANCIAL DIFFICULTIES, JULY 1, 1911, TO MARCH 18, 1930, BY YEARS

Yx Total number Reopened with

,, of failed no obligatbon
banks on the fund

Failed banks entailing obligations on the fund

Number Deposits (in Number Deposits in
dollars) suspended closed banks

per 100 per $100 of

active deposits in

banks active banks

1911
1912
1913
1914

1915
1916
1917
1918
1919

1920 5
1921 26
1922 23
1923 15
1924 14

1925 20
22
1927 22

1928 50
1929 149

1930 11

TOTAL359

SUBTOTALS
July; 1, 1911 to
“Prane 30, 1927
Jld-1, 1927 to
e O b .
R ]

March 13, 1930

) e /
7 Ly s 17 nan

19, €25, 38y

Frva L
'I' oALATL
o g / 1 J
1937 ,?‘tv#"é’f*'/ ;2“ 3 i
bt L1114 ¢
1927 puerrf o "?VZ ﬁ%’
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Size distribution of failed banks in Nebraska compared
with average size distribution of fperating banks.
Period od operation of deposit guaranty Fund.
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LIST OF NEBRASKA BANKS OPERATING UNDER "GUARANTY FUND COMMISSION" AT
THE BEGINNING OF THE YEAR 1928 - Rand McNelly Banker's Directory,

City

¥Altona v
Ansley v
Bassett ¢
Belden”
Belgrade” :
Bennington‘yf
Bennington «*
Boelus

#Broken Bow #~
Brunswick *

#Burchard .
Cedar Rapids v
Clearwater
Cornlea v
Crofton +
Danneborg »
Danneborg
#Dixon v
Doniphan «
Dunber »
Eagle v
Elgin v
Enola v

*Fairfield”
Fairfield v

¥Fullerton v
Genevey”

*Gibbon ¥
Giltner v

*Greeley v

*Greenwood ¥
Gretna v
Hazerd +»
Jackson ~

*Laurel ¥

#Lindsay"/
Magnet ¥

#Malcolm ¢
Meadow Grove &~

¥Mitchell +»
Mount Clare ¥

#llurphy «
Newcastle ¢

itized for FRASER
ps://fraser.stlouisfed.org

January 1928

Name of Bank

Farmers State Bank

State Bank of Ansley
State Bank of Bassett
Farmers State Bank

Bank of Belgrade
Bennington State Bank
Mangold & Glandt Bank
Farmers State Bank
Custer State Bank
Farmers State Bank

Bank of Burchard

S. S. Hadley Co. Bankers
State Bank of Clearwater
Cornlea State Bank
Farmers State Bank
Danneborg State Bank
First State Bank

Dixon State Bank
Commerciel Exchange Bank
Dunbar State Bank
Farmers State Bank
Elgin State Bank

Enola State Bank
Citizens Bank

Farmers & Merchants Bank
Farmers State Bank
Citizens State Bank
Commercial Bank

Citizens Bank

Greeley State Bank
Farmers State Bank
Farmers & Merchants Bank
Farmers State Bank
Jackson State Bank
Stete Bank of Laurel
Lindsay State Bank
Megnet State Bank
Malcolm State Bank
Meadow Grove State Bank
Mitchell State Bank
Mount Clare State Bank
First State Bank
Farmers State Bank

Date of Suspension

) 00 00 00 O3 00 \O

3- 3-28
5= 2-29
L=25=-28
2-14-28
L- 4-28
4=13-28
3-20-28

10-24-28
5= 2-29
4-13-28
4=30-28
4=30-28
3-27-28
3-10-28

- 6-29

H
WMiwwhHMNMNWMMW W

11-19-28
10- 3-28
5= 2=29
5= 2-29
4-13-28
10-24-28
R2=22-28
5- 2-29
11-2/-28
3-26-29
12- 5-28
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City

Newport 7~
*North Bend ¥
Qakdale v~
akdale
Osceola~ -
Petersburg*”
Petersburg v
*Plainview
#¥Pleinview »
#ocottsbluff v
*Scribner vV
#*Shelton
Springranch v
#Sterling v
#Strang v/
Thurston
#Thurston «
i j.lden P
Ulysses"
Ulysses ¥~
Verdel”
*Vesta v
Wahoo ¥
*Wakefield”
Western »~
*Winnetoon .
¥*Wolbach #

Name of Ban Date of Susr

Rock County State Bank
First State Bank

Antelope County Bank

tate Bank
me ate Bank
itizens State Bank
curity State Bank
Americen State Bank
Scribner Stete Bank
Meisner State Bank
Blue Valley Stete Bank
Farmers & Merchants Bank
Strang Stete Bank
Liberty Stete Bank

Thurston State Bank

=
-
-
N
o
=
4]

o

w0
Q4
vl

noHEQ
3
3
|

o)

State Bank 1

Farmers & Merchants Bank
First Bank of Ulysses
Farmers State Bank

Vesta State Bank

Far. & Mer. State Bank
Security State Bank
Western State Bank

First State Bank

State Bank of Wolbach

York .- Farmers State Bank

~

*Shown also in January 1929 directory as operating
#Shown in January 1929 directory as "closed".
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DIVISION OF BANK OPERATIONS
June 20, 1929
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CAUSES OF SUBPENSIONS OF STATE BANKS
: ) ON SCHEDULES PREPA BY

AND COMMERCE IN FOR

{VE COMMITTEE ON 'emlc:{, thUP,

Primary Contributing
_Cause =~ Cause

Total number of suspensions, 1921-1930 380

Dishonesty of officers or employees:
v Defalcation

xeesstve—toans—to manapement AN CO11EPS
of speculative booms:.

Regional economic disaster or adverse
conditions in specific indwstries:
Aosses due to unforeseen agricultural
or industrial disaster, such as
flood, gY#dgHLA drought, boll weevil,

ete.

Manszgerial incompétence, inadequate earnings,
and, excessive competitlon:
Incompetent mansgement
sufficient diversifimtion

Causeg not regdily classified above:
"HBI vy withdrawals . ’
»FaLLurp of affiliated institutlons
or correspondent
Other causes

zed for FRASER
//fraser.stlouisfed.org




Table 8., CAUSES OF BANK FAILUR"S IN NF HR~DRA, 1921-1930, '‘REPORTED ON
SCHEDULES PREPARED FOR THE EBMNXTTEKEX®N FEDERAL RESERVE COMMITTEE ON
BRANCH, GROUP AND CHAIN BANKING

({ Number of cases
' Primary Contributing
cause cause

Dishonesty of officers - total
Defalcation
Officer's irregularities ‘or shortages
Inside bank robbery
Dishonesty of former menagemant
irregularities
Misuse of bank funds, excessive loans,- total
Misupe or misapplication of bank furdds
Excess loans, or overloaning
(Hiolation of State banking laws
‘ﬁ’xcessivn and illegal loans

25HErb oo tREkhe dapeogma Toletives

N s

o W

eversal of prosperous conditions, deciline
in values - total

Unforeseen agricultural or industrial
disaster, such as flood, drought, etec

/bpclinp in value of famm rroducts or

‘ deflation of agricultural prices

Befline—in—graim-priees;—or-in-tivestock

values

‘(General deflation, or general depression
ecline in real estate values
I comvatent Oor poor menagement ® totgl

/?XCGSalva operating cost
" Incompetent menagement
Insufficient diversifitation
‘)}ong-tarm loans on real estate

N
= one B
= ONE o

Other causes - total
Heavy withdrawals ./ j..
Failure of a££&++e%ad institutions-éah
sorpeshondent
Feilnre of another—bank tn s=me—town
“Yliwriwre-Merger-with-another-bank .
Insufficient operating income
LDepletion—of-ecush-reserve—
Lack of business
—¥Idte-gossip—
~XDeath of President
~XAccomodation--loens
*Losans made out of bank'!s territory
Lex Pnforcamwnt of State benking laws

- R

A

<

bk

|
.

N
DN -

NN

gitized for FRASER
ps:/lfraser.stlouisfed.org




A O Sakisdicah anka -

,c;f‘v&(a)(iuv\ o yosas




Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



\VE BRESKA
’ 1,«4 Z
~ Zi /4:’h jﬂq/‘rw H/VLZ"!M% aq 2

.
% (miwlf(m}fwm = 2 / ./‘

(79 Lf g8
il fathd ) et S0

- e L 4 s Z}QL_) < ¢
EQ/L A ;{.\.’"_‘(‘/ 1 ¥ %’:‘l:?’;:;f{ “ “/;(,{/»%M J"’&i‘r/’
JMJ{
,zz J
(,] B e i ‘7/

/u/uwd

w 193 Y%

ps://fraser.stlouisfed.org ! 4=



~ A AAAY
jgitized for FRASER i
tps://fraser.stlouisfed.org el ! s WLy




Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



VEARASK A

/‘\J,; 27

7, 3/ 191
574,)7 Vo
3 -/6/A~
b-1171>
/A6 1>
g2
2 A3
43
X263
02/13
27204
5161
G2/-1¢
/0 =31-1 ¥
2 =gl
Y2 [~197
¥ -0
2w
LAY
S =16
T/0 4
/17776
| 2+/3+/]
‘ 571
 g-2/-17
| J1=26~17
|2 w201-/8
| 50-/%
®
113
| /27719
| 3 -3~/4
| 7-/-/9

+

Ly (L“'-

‘JD ﬂm

,J¢

e
4&

/7214190
/76645167
359 145, H2
36708/ 8>
57327513%
SEY 4D, 3
77462 (,35]
779602, 6)—'
)l 6563 ¢
g/4 227, 62-;
6% 735, 65
FR7567 55 |
9635244 |
#9955/ 546
G45087 ¢¢
9441 74% 7
1004 6 49, 41
J020/64.3%
/105625297
/103 6267

/1 93 924 48

J/ €3 332,76 %,

/3€3341 58]

M2 792,59
)577920.87
Jbo] 37522
)73 0 790:93
)53 652,40

) 2cat >

Fnd o
i 5

lj/«a/j‘M‘ |
1

(iboir P2 3/,
/7¢/////5‘z
/6’/1/0111
Vs "fﬂ»

zia

TE B

..W.);'ﬂ -

w4917

)850562,5%

0567 (11914
/B4 1257 -3')—'%%

2057843 99 198,43

2 oA
& A2
T76 20
7320
W 27623
$22322(
762
/2 -3/-21
32022
b 30722
g-3022
A 202
3 2§23
6 3023
/0423
/2 323
Y2 ¥
VA lcek 4
f0-72Y
/2-3/-2¢
3-3/-23"

19390 45 | 6-3025
)9/%,p- 3

J-R-25

/234237

3 2926
b 20726
9227-26
J2-3/-26
3-27 27

36429 63027

903 227.424
216634591 '

2 74254 5%

://fraser.stlouisfed .org

3y, /93/ W)

lnoFn .ut:.,\ /231 ‘-1‘2

wﬂ )Wj/ /930,

94-30-27
/23147
3-/0-2%

6-%-29

G 20-27

4

U&} ¥ 7AW
ANSAA

P
(LubBhy o]

/‘),../v' td

C‘uw. uﬁzw
e

I)J#‘ ,[TW‘ )

2809462457
1519 975, 24
2433245,9/
2230 768, 7%
2626/3 /0

2bodfes 3]
2095 477 30

19908(7.97

2/9332%,49

2/89 864 o7
2070 730,43
20/55796,%0
)1$9 86, 58
J672 405,38 7370645
) 75423037 34121 41

2052975129 3339 2:6] /2 3/-32

2096 835199 5360/% 55
M37997 5% S¥8 29y
/97/ 51223 53| Ll 8.8l
2527 729,49 374590 8
/755 92438 375 6236
/04333 ) 4] 3756 K0]
/333/02:60 571! 63432
23840219 b8 94508
491 676,70 mmﬂ*
42032096 (29576 p»
95/363 99 L4l is’m?/
bAIGSH 32 b3947405
745387, 68 (395793/
204239,76 (3700502
2349/1409 62691537
20/ 81409 b3 65628
25 (281 1> 559 439,90
F4220./3 54 0¥6:30
228754 530646169
30426,99 442286, 67

~a ,Q)J

W

"ll@“”"é""\

| 3-3-30

,’: ///)(/ 2l p;,«/;z:;é = ("‘/ /P/"’ é”
{ / '// ~

DT

3 "/)-—-17
624 24
G-24-24

J2 =3/ 2

1€ 81224

400259
10625322
/35735 /22
/5909% 44
/S5 V26 13
/535%0. 09
/2-3/30 /93398 36
4-11-31 | | 235284 7§
630-31 P asqy41 %66
1-AE-31 ' 2) | 4434 ¥
/2313 | 208700%+5Y
Y632 2]} 0673 %2
£30-32 2/676337%
g-3+>2 294722 /2
20607/ /02
/970 763 37
ot~ LA

Rarkod

L-26-26 | wt Kt

630-30
G -4 -30

35135
430 kG

2 My /208 ?MW-»—/ 5‘/«/
Mﬂfz«////// /5/5)

(ﬁ’ﬂ‘/a




. v = o 2% % e - | PR :
/9] w‘é s ,,f(*f-;’?'[/ 2AAA & y //,/ Y /9 ,/f--/-/
/

bitized for FRASER
ps://fraser.stlouisfed.org




itized for FRASER ey,

:/lfraser.stlouisfed.org

- & |

4::1 ‘” ;u/xif '/U,, ’7{ v 22T I 24(93 ) o
/ I‘/v\ et /J /1 \"'J L2 4 J;fﬁl?‘ /’l Pt 2R

/

p a0 Y. fow s f s grride
10 3 /149 (ke | yraihiosd
- //(7/3 /7//“/7“‘"
+1 F 3 in opy







Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Notes on Nebraska Estimetes

Interest onReceivers' Certificates has not been included in Liabilities of
Fund (A2). See Heport of Luarantee Fynd Commission for 1927, pp. 30, for
amountof interest paid that year, and p. 44 for discussion of certificates.

The amount given in Cl as having been paid on depositoms' claims ﬂp'qﬁanflv
includes some interest on receivers' certificates. Could this be assumed to
be the difference between $18,694,0669, paid to receivers etc from fund, and
$12,553,810 (Final repot, p. LL) given as due depositors' fund from receiver-
Shlps? Hardly possible, but a part of he difference probably interes

Total Liabilities (A4) is too low by amount of interest on receivers' cvrii”icatas,
ete. Such interest, however, actually paid from guarantee fund, is included in
Total Disbursements (C4). The difference between these, or LlubLthlrS unpaid

(D3) is therefore too small by amount of interest paid. This probably explains
the difference between D3 and IxFampmxmfxallowed claims to depositors unpaid (ED)

Is there any wayof estimeting interest?

Expenses of operation of Fund includes

_5houlw be elelAa§gd from A, B and C to provide comparability with oth states.
Minor errors - found by committee of invebtigation - not allowed for in estimates.
Possibly certain items should be revised onthis account.

some expenses of liquideating banks. This
er

pitized for FRASER (over)
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Was Nebrasks law declaeped unconstitutional by
later? See The American Banker

U.S. Supreme Court in 1930 or
Depositors Final Settlement Fund

only law setting
ituti - nal?

-

B D 35 Or
declared uncons

Uur

Were balances held by fund with banks (i.e. assessments ma ut payment refused
by banks when drawn upon by draft) declared illegal | ‘ » Your
If

, should not his amount be deducted from total assessn
net receipts (BR)?

)
SO

lecision?
estimate of

gitized for FRASER
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NEBRASKA
bruar:
ittee

taken

prior to Fe
Hougse ©Su

aned

failed
report of

List A. Danks
ceiverships in
(Exeluding

) GO

0anKs I eop: er

Location

(‘ B|l= State

and name Date in

,»»(: e 7 4t

o I/(:Aé

ity
Touperiom:

:HDK) receiver-

ship
The First uthTP 191/
Savings Ban Mar.10,13714

rarmers ob

crtur

‘l. 7}<1:>v

3
Page: Mt

June| 13,1916
1920

23,1920

«30,1920

y 1921 | /24|

/-
192Y ,, /

(Y

Farmers Jan.

armers Bank

Jul Yy

| ap- Nov
t\umm

armers SB

Verdoni Farmers
187 cnan
g

FTeasanton:

Farmers SB

Jun.2
Hosking: Apr. 30,
The Peoples SB June 6 M
SB May P8 " /76
B GoRERkERe colaR-Br1922 | /g0
20,19223%/2
Sept.16, " /1]
far.13,1926 ) 7

Anselm®: /357

ar:

; Farmers
[ L

L “Tairbury:
Shelt

SB
SB

SB

on: Shelton July

Farmers

Benediect:
2 Xl
#7 ostwgek:

Bostwack

FA

un'i:) fund (’7v1n

See J i‘,f )

over -

~/ (/;J.fa

/f' '/14(»(

rr’7 P9
Auod/
] /105
411/77
A3 S1077
75601

)35573 "

/03 8% 1
/351370
/5 $743
(77781

3098/ 0

/06T

1)

il o

7 -u

& 14J

y 52617
79,048L4
37,20662

206,72235
A
135,96065
91, 33439
117,zokk
97,02248
50,03523
_175,52275
139,86868
121,00000

Mon §

issi

old
n,

o g
A

1924

,{/1/ rvra %

,( st ¢AA /

Ld &

8,97608

3 ,92945
6,13181
181),050).2
ol

88, 31714
83|, 66638
107, 77761
1,4818:
12/,94921
238,96159
139, 86868
115,40000

or new

14

.b:.’ the guarenty

Yor most of these banks three figures||are available for the /total peyment mede
fund: (1) as published in the annual reports/ of the Buresu of Benking; (2)
gs given in the auditor's report to the chief examiner of the speecial banking investigation,
derived from the books of the guaranty fund as of Janusry 2,|1930; and (3) ep given in the
same auditor's report, deriwved from the bodoks of the receivers as of January 2, 1930. The
differm/ces betwyeen the three figures &are small. Data from the first source| are available
for only part of the banks paid by the guaranty fund. | The figures shown on these lists
those derived from the books of the guarenty fund as of January 2, 1930!

are

“/ Date regarding the net loss to the guaranty fund (or net payments to specified
.dates) ere availeble from four sources as follows: j1)Report| of the Houge Sub-Committee| on
the Guaranty Fund Commission; showing emount due to the guerenty fund February 9, 1929;
(2) euditor's report to the chief examiner of the special banking investigatiion, derived
from the books of the gueranty fund (totel| payments minus refunds from receiwerships and
‘se]e asgets) as of January |2, 1930; (3) seme auditor's report, derived from the bogks of
the receivers; and (4) schedules prepared for the Federel Reserve Committee lon Branch,
Group and Chein Banking, showing net payments &s of June 30, 1930. Lhel figures shown
these lists are those derived from thn bookq of the guarenty fund 2./930

A
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19Z-= -
w*Vpraraiso: Valparaiso

NEBRASKA -

GUARANTE,

7D BANKS FAILED

List B. Banks listed as "old receiverships" in House Subcommittee Report
on Guaranty Fynd Commission, 1929 (46 banks)

L@cati n and name
(SB =

State Bsnk)

American SB

Date in
receiver-

<

SB Wan.13,1920

May 10,1920

"'E%ﬁror&:
eresca: The SB of CerescdaFeb.3,1921

Merriman: American SB
Clair:Benging House of

Long Pine: Brown County BkApr.l8, "

Belvidere:The Farmers SB
Allen: SB
Holdrege: Holdrege SB

Farmers

Oshkosh: First SB
Omeha: fioneer SB
Lincokn: Midlandéxb‘
Line¢oln: The Ameri can SB
Table Rock: Community SB
Sidney: Nebraska SB
Octavia: Octavia SB
Obert: Obert SB
Kilgora: Kilgore SB
Springfield: Farmers SB
Dunning: Home SB
Winside: Farmers SB

Gurley: Gurley SB

Plattsmouth: T8§s§865u8¥y

ayard: The Farmers SB
Ogallala: Exchange Bank

Homer: |Homer SB

Walton: Farmers & Merghantsapr,14

Newc¢astle: Nefjcastle SB

Long Pine: The American SBJune
Waterfbm: Bank of WatenﬁnnJuly 26 !
Milligan: The Nebraska SB July

Endicott: Endicott SB

Morrill: Fgﬁgggg gé%ﬁreha Sept, 19
Sholes: Wayne County Bank Sept, 2 "

Waco: Waco State Bank
Hemingford: First SB
Gering: SB of Gering
Farmers Bank
South Fork SB
Citizens SB

Bennett:
Chamber:
Kimball:

Feb.1,1921 | &f
tar.15,1921 577
270

77
/83
339
243
##o
20
73/

72
A2 R
/3/
/10

June/ 3, "
May 10
May 23
May 5
June 6
July 1
July|16 | "
Det. |1
Aug.?25
Sept, 7
Nov. 6
Det. | 27 /53
Dec. 3 g7
Jan.10,1922 //g
Dec,10,1921 #24
Nov.30 " X7
Dec.13 ¥ #27
Jan.3,1922 | /55
Feb.7, " 253
3/6
65
422
270
| 26
/56
#0
/37
77
29
27
A0%

Peb.17

ligy 5 »
12 "

19 n
Aug.(3 P

[Pept 27 "
Septy 19 "
Sept.28 "
Dec. 15" | 77
Jan,.11,1923) 32
Dec.11,1922|| 222

%
ship L L

ove

/

38 71023
2 1/5 0
9/9|423
257858
$Y90 o
178384

243599
#4010
/757 &
73 [ #42-
94520
AR A2
/3077 2
77094
(54977
J6324
[/ 31670
426 392
57678
4291/9
(S5 #67
26/// 22
3/ 647¢
67 774
¥22350
270\ 36
76 R/ 5"
/78700 0
303/57

7414/
B35 43%

| 20a962 |

R774/

338,37974

155,31104
150,12284
74,25159
698, 78602
231,96539
20,21607
195,50785
yome
89,81804
300,76132
Thorne—
550,59425
82,05180
170,28038
112,20730
108,26918
154,10269
65,02665
93,81576
365,72142
82,27032
239,88070
145,14708
116,66349
233,13071
4'7,20000
395,00907
296,16217
69,17666
81,17972
29,96416
193,25928
93,17360

19,20000,

207,07568
214,89359
82,92005
29,67070
305,12417

$f w3
Y A
1245
311, 87144
150, 31104
108,79323
28,45600
603/,00000
177, 77761
20/,21607
145,30816
S
43,25887
165,42983
T~
243,23587
75/,00000
144),51774
108, 76096
107,26918
154,10269
57,52399
85,65869
261,,39570
67,00000
167,04692
143,14708
70,99994
190,00000
47,20000
376,50000
28466217
39,70000
77,17972
23,00000
173,00000
gd,67360
15,0000
148,19480
214,89359
71,00000
28,67070
300, 70000
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« Wuly
June

Aug.

10
X3

ne
o)

ol A fw‘zv
yape

Soldien),

- Z,

“;21'
14
/U'J
164

36

20500

JYL ST

2/\65 ¥
79800
Jo3ls6§
090

%0995

12,20000
206,576)7
145,44517
21,56106
98,00000
107,31186
T4,93657
809,34889
19,87138
4,00000
20,40272
223,53725
105,10147
54 ,00000
74}, 65000
65,00000
92,91676
20,00000
208,94017
148,46641
78,15985
90,00000
3,07250
125,50000
14,00000
39,33866
151,63215
80,00000
66,00000
55,79000
59,89850
90,69000
401,50727
64,90916
200,00000
202,50000
18,00000
716,25000

63,00000

24,50000
415,00000

11,20000
120,50010
142/,00000

21,56106

98, 00000
107,31186

72|, 83450
782,34889

18,17138

4,00000

16,75000
217,03725

92|, 60147

38,00000

74,65000

46,00000

90}, 20000

18, 50000
205/, 69017
148,46641

78,15985

89,00000

2,,07250
121/,00000
7,25000

39,33866
141,83215

73,50000

59,50000

53,20000

59,89850

90, 69000
377,50727

64,90916
149,15435
189,10000

17,00000
692,25000

59,00000

18,05000

356, 75000




s://fraser;stlouisfed.org

epPos

(from F.R.

schedules)

227,18574
125|,00000
161,09773
358,75000
36, 48401
302,48102
19,22833
21}, 85802
102,42000
7'7,00000
133,36649
10, 00000
38, 50000
141, 31000
42100000
438,11350
35,50000
80, 00000
256400000
42,00676
16,00000
9,00000
8,49910
29,00000

297,28499

78,

b > » (O4

Q/ / 21
L4 3 401

19,228| 33

ll‘ » fﬁf)«f:
nol 7o
LU 40
76,000

AR

133,366

8,500 00

34,500
140,310
421,000
438,113

35,500

80,000
256,000

42,006

16,000

9,000

78,499

29,000
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J
g 1930 ///b LA ),
the Guaranty Fund Commission
IR, Comm. s¢ghedules

Total pfd.
& general

Sroken Bow: Custer
“orth %end: Pirst
Paxton: Commercial

Shelton: Meisner
Murphy: First SB

Plainview: Security SB Mar.25

Laurel: SB of Laurel Apr.b
Wakefiplid: Security SB * |Apr.6
Plainview: Citizens SB ™ |Apr.b
Dixon:| Dixon SB “|Apr.6

Thurston: Thurston SB *||Apr. &

nry

{

Butte:.Citizens SB “4pr.

~

Panama: Farmers SB ‘| May 27
Crsb “rchard: so* Bay ';.v"a}
¥ 3 June -2
Humboldt: SB of Humboldt™ May 23
o ‘ ' o May 24
Havens: Stae Bank of hﬁumné y +
> : b Wl o
Rohrs: Farmers Security SB May 23

-

Pradish:Farmers SB May

Boone: Boone SB May
Lindsay: Lindaay SB May
Clarks; SB of Clarks May
Dodge:| Dodge SB May
Humphreys Bagk of Otis

P AR E BT PR i dgy
St. Rdward: Farmers SB ™ ||May
Scribner: Sceribner SB May
Fullerton: Farmers SB May
Genoa: Farmers S.B. May
Gilead: SB of Gilsad May
Greenwood: Farmers SB May
Ralsbon: Ralston S B May
Stromsburg: Farmers SB May
Nacopat Wirst SB June

tized for FRASER
/[fraser.stlouisfed.org




eb. 2, 1929, to Msrch 18,

by-the Guaranty Fund Commission

'.R. Comm. schedules

receivership 1 Total pfd
'S & general
¢laims

Polk: Farmers SR Jun.P8,1929

Minatare: SB of Min: May B1 ™

Lyman: Lyman SB * May 31 ™

Bridgeport: Nebraska SB * Ma v

Mitechell: Mitchell SB ¥ May 31

Breslaiu: Sreslau SB June 4

Brownleée: Brownlee:SB

Jackson: Bank aeoyﬁ%stu
Martingburg: Martinsburg
Martingburg: Citizens SB* June
Republican City: Nebggska June
Bloomington: Farmers SB June
Scotiat Farmers Ol June'’
Ponea: |[Security Bank June
Piercej Pierce SB June
Stellat Farmers SB June
Humboldt: Nebraska S5,B. June
Beemer: Beemer SB June
Creighton: The Secugiiy * [June
Overton: Overton S B ® June
Litchfield: SB of L%%g‘a* June
Brady: <rady SB * |June
Maxwell: Maxwell SB * | June
Big Springs: Americen SB* June

* June/ 11 "

Lamae: Lamar SB
.

Champion: Bank of Champion June 11 "

Madrid: Madrid Exchapnge * |[June| 11 "
baEnk

Haigletr: State Bapk.of * June
Haigle® a ﬂﬁglgi June 11

er

Grainton: Perkins Co%gty* June 11
5

Burton: Burton SB * || June| 13

Inmen: | Inmax SB June 13
Benkelmen#¥ Citizens SB * [June 11
AlYens Allen~SB * |[June 22
Dalton} Farmers SB June 26
Superipr: Citizens SB May R8

@ =it B | Y 154
Newman| Grove: Farmers SB |Aug.| 22 259
Auburn: Nemaha County Bank Aug.l2 377
Newman| Grove: Newman Grgge Aug,22 " 275
Loretta: Loretto SB Apr.4,1930 68

itizedforFBA&ﬁé On 3".1%. committee list of suspensions, classified as in process of liquidatipn, June 27,
< raset stictishd orr v— not—on—recelverskip st =it—repat £ : Of DENkINng. )




Banks placed in receivership Feb. 2, 29 to “arhh 18, 1930 - ntu‘.) u, Y

starred * were @perated by the Guaranty fund Commission

. - . Data from FR. Comm. Schedules
Location and neme : £ 2 T .
. ok oo receiversbip D.noaits ~otal pfd
(SR = State Bank) ’ il & general
aims

* 1929
Burchard: Bank of Burchard Sept.20,

Belvidere: SB of Belviderdé/Apr.12,1930
Richfield: Richfield SB Sept.28,1929
Chapman: Farmers SB Nov.l13 "
Julian: Bank of Julian Mep,18,1930
Valparaiso: Nebraska SB Oct.R5.1929
Gadams: Gadams SB Jan.l4,1930
Milford: Nebraska SE Jan.R5 o
Marion: Marion SB Nov.l6,1929
Revenna: Citizens SB Jan.7,1930
Spragug: Bank of Sprague Jan.4,1930
Polk: Bank of Polk Kan.l5 P

Scottsbluff:Irrigators . Nov.23,1929

Bank
Ong: Bank of Commerce Nov.25,1929
Ashton: Bank of Ashton Jan.3,1930
Tamora; Farmers Exchange } )
: Bafr} K ._/

Linecoln: First SB Jan.2,1930

Chadron: Chadron SB 'ebsbHy "

I
Cody: Ranchers SB Jan.R2 "
Gurley: Farmers SB Dec.l6,1929

Belgrade: Farmers SB Dec.[7 P
Loup City: Loup City SB Dec.,l2 ™
Loomist Farmers SB Feb.18,1930
Stanton: EIkhorn Valley SB Dec.13,1929
Meadow Gopve: Security Bank " |14, "
Overton: Farmers SB Dec.l6 | "
Ashkand: Ashland SB Dec.31 "
Bayard: Bank of Bayard Feb.6,1930
Odell:||Hinds State Bank Feb.l5 "
Hallam: Farmers SB Jan.7 e
Alliasnce: First %B Feb.8 "
Beatrice: Securi v1n§s 1/
Utiga: Merchants Bank Feb.18,1930
Millerj The First oﬁg§12§ Feb.R24,
O'Neill: Nebraska SB Mar. 6
Mitchell: American Bank Mar |8
Wymorei Farmers & Mfrc%g%ﬁs was

l/ On.FR committee suspension 1list but not on receivership list of Buresu of Banking.

@mﬂmfmFRA§gqn“ FR committee list as SUb“eJS])n prior to repeal of] gpranty law on Mareh 18, 1930.
ps://fraser.stlouisfed.org




s

J<7o(u E f& ;;:L;/ 74;,:(;“/4 / fd"/#“/"‘//"" f/ ,"'J 7 Loz
( Frem ;)ﬁ:’ (%/m . A 5:‘/1,,.',.(7 //"”(‘{/’ I(Jé
,‘y(,zr(/',A4{«x' { WA» l :/m) / A,;//

(o Hhrrands) G hmants) T

4“ ——
200
&R = N : N
p,‘)u J Lf) ,v“,' Zt)'\)u L;% g'l”;:)\)ﬂ

194 107,06281 | 107,06281

>

459 ’ 83,62233 ,62:

hitized for FRASER
ksS://fraser.stlouisfed.org




Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



\ / 7 3
f,t Xﬂ/u( o—i—d /73 O ™ %JW /{W
PZ“‘/; .k b/

L 6-4~¢ L A
iy 2
; Y 7
{ / y “ 12
. /«a/ r/:w,,,d
,mzw‘(

(

Lot /g«‘/@ i oy Hrd)

/)/(447 vrr(,/(72)

. 48T 7,,M / St /f«‘?

M_@7 S Lem
LA f: //ﬂv/

/’/o/ o /%’///h — [_}2&4/{‘4 _/ ""—(, A’M{

.a/cwr/bu : \),:\»(/ ",,dft A,&'ZZ
‘ LTR2T] Ereiam = Jmimerg Skt £
Lo 2. //% - DuigT Stts fetl
AR,
Y, v

Loty 17 ,zw/g/é/,/w/

" ¥ i f/u 'é‘(/"' 7
/‘“‘“; i 2’/,,;’,, s 7 Rk
v L . /;/7;/ [ A

A V7 G Y / /

@ /9,27 M{m bl She, Curd et i rvhymm ) 4337
M% % ﬂww“’{% o & “ /62953

fnsel Stct ek | et - 7549 )
/zﬂL ﬂ(m%g u/‘“Aﬁ«% 4 %T‘-/ o224

s - Fairirs Sror. Lok P —7930[4

W /70«/‘/7}%-/&-/-1 (QZLW.« "éiwé: : /4«6; /7,/f347 /'7,:;

T

bs://fraser.stlouisfed.org



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



	Table of contents 
	Newspaper articles, etc.

	Correspondence
	Statistical data - coverage

	Statistical data - failures

	Statistical data - operation of fund
	Report prepared in 1943 & summary of 1936 - obsolete




