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fll• Board of Directors of the federal Depo■it lllsuraace CO&-poration 

todaJ' appn>Yed the t&'usfer of both iuured and ■ecured depo■ita of the 

SecuritJ' •atioul 8aD.t of Labbocll:. Lllbbocll:. Tau. to Cit7 BaD.t. ••••• 

Labbocll:. Tezu, a -lJ'-cllu'te&'ed bank. Securit7 •atioll&l'• sole office will 

reopen OD -=-J', A{ll:il 16, 19k, u Cit7 BaD.t. 

Depo■ita i• Seceit7 htiou.l, •P to th• ■tatuto&'J' iD■ffaace liait of 

noo,ooo, will be 1-diatal.7 anilable to their -•rs. Cbecta ctr- n 

Securit7 •atin&l accounts will cnti1111e to be bollo&'ed, and cu~r• who had 

iaterest-beariq &cCOUDta ia SecaritJ' htioll&l will cnti1111e to ean iaterest 

n nch depo■i ta. 

av.a thosgb iuured SecsritJ' ••tf.oll&l depo■itors cu aut:caatic&ll7 

cntilllle to cndsct the{r bankiq trauactiou with Cit7 8aD.t for u 18-aonth 

period, th•J' are ncouraged to 'risit the bauk d11ri11g th• nezt three aanth■ to 

di■c••• the continuatio• of their bankiag relation■bip■ with CitJ' BaD.t. It 

V01ll.d be preferable fna th• standpoint of c11•t-r convenience aad ••rvic• 

for theH 'risita to be ■pread ost over a tbr._nth period rather thau to 

occur within the nezt f- daJ'• or -ta. 
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Security National was closed on April 13, 1984, by Acting Comptroller 

of the Currency K. Joe Selby and the FDlC was named receiver. llr. Selby said: 

"Over the past year Security National Bank experienced substantial 

deterioration in the quality of its loan portfolio. The bank was unable to 

remedy its problems and its losses finally exhausted the bank's capital, 

resulting in its insolvency." 

Insured deposits in Security National amounted to $40.6 million in 

10,800 accounts. Additionally, the bank had $3.4 million in accounts placed 

by deposit brokers. Because these deposits were placed in bearer form, 

insurance of these accounts will not be determined until depositors' 

documentation is reviewed. City Bank's administration of the deposits 

transferred to it will be funded by an equivalent cash payment from the FDIC. 

City Bank is paying the FDlC a premium of $3.5 million for the right to 

receive the transferred deposits. City Bank will purchase Security National's 

installment loans and certain other assets totalling $11.7 million. 

In addition to the brokered bearer accounts, Security National held 

approximately $1.l million in deposits in about 60 accounts that exceeded the 

$100,000 insurance limit and were not secured. owners of these deposits will 

share proportionately with the FDIC and any other uninsured general creditors 

in the proceeds realized from liquidation of the bank's assets. The FDIC 

Board announced that the FDIC will make a prompt advance payment early next 

week to uninsured depositors and general creditors, based on the estimated 

present value of assets to be liquidated, equal to 40 percent of their 

uninsured claims. 

-more-
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If actual collections on the assets, on a present value basis, exceed 

this estimate, uninsured creditors ultimately will receive additional pa.Y111ents 

on their claims. The estimate for the advance is believed to be conservative, 

and it is hoped that actual collections will be higher. lf, however, the 

present value of actual collections should be less than 40 percent, the FOlC 

insurance fund will absorb the shortfall. 

The FDIC Board detel'lllined that handling the failure of this bank 

through a transfer of both insured and fully secured deposits to another bank, 

rather than through a 111erger, represented the most cost-effective procedure to 

the FDIC. The existence of a substantial volume of known and potential 

non-book or contingent liabilities and other aspects of the bank's condition 

made it impractical to attempt a merger. 

lt bas not been detel'lllined whether the "modified payoff plus advance" 

transaction employed in this case will be utilized in future bank failures. 

The FDIC continues its evaluation of the procedure. 
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