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Dear 8ir:

¥e are acknovwledging receipt of your letter in which you

inquire as follows:

"The Mtint Act of 1933 provides certain excentions
to the prohibitions against payment of interest on
demand deposits. One of the exceptions spprlies to
'any deposit of public funds made by or om behzlf
of any State, county, school distriet or other sub-
division or munieipal ity, with respeet to which pay-
ment of interest is required by State law.'

We are receiving ingquiries as to whether devosits of
State, county, city, town and school distriet funds
in Nissourl which are payable on demgnd fall within
this exeeption."

S8ection 11 of the Banking Act of 193 sed by the last

3
session of Congress, added a new Sectionm to follow Section 19

of the

Federgl Reserve Act. Such Aet reads as follows:

*No member bank shall, direetly or indireotly by any
device whatsoever, pay any interest on any deposit

which is payable on demand: Provided, that nothing
herein contained shall be construed as prohibiting

the payment of interest in acecordance with the terms

of any certificate of deposit or other econtract here-
tofore entered into in d faith whieh is in foree

on the date of the en t ofthis paragraph; but

no such certificate of deposit or other gontraset

ghall be renewed or extended unless it shall be modi.
fied to conform to this paragraph, and every member

bank shall take such action as may be necessary to
conform to thies parsgraph as soon as poesible consist-
ently with its contractual obligations: Provided, how-
ever, that this parsgraph shall not sanrly to any deposit
of such bank which ig payable only at an office thereof
loeated in a foreign country, and shall not apply to amny
devosit made by a mutual savings bank, nor to any denosit
of public funds made by or on behalf of any State, county,
sghool distriet, or other subdivision or munieipality,




¥r. 0, H, ¥oberly, -2- October 13, 1933.

with respect to whigh vayment of interest is requirad
under State law.®

In substance the above S[ection orohibits member banks from
paying interest on demand deposits, The Sectlon, however, exceptis,
among other things, "depoeit of public funds mede by or on behalf
of any State, county, school distriet, or other subdivigion or
municipality, with respect to which payment of interest is required
under State law." The Legislature by a great number of cections
in various statutes hos provided that the state, counties , school
districts and cities of 211 claesses cshall deposit their »ublie
funds in publie depositories. A quoting of each of thecre sections
would unduly lengthen this opinion. They are in substance the
same, They require the advertieement for public depositories and
the successful bidder is obligated to ray interest to the depositor
on its average dalily balances. The statute, in eaech of these in-
stances, requires that interest be paid on public moneys =0 derosited
and we believe that member banks, under the foregoing Section, may
still pay interest upon their demand denosits when made by the
state, counties, school distriets or municipalities; that the
state, ocounties, school distriets and munieipalities of Yie=souri
come within the exception contained in said Section.

Very truly yours,

#AA@/M

Agssistant Attorney General.

AFFROVED :

Attorney Ceneral.
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