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BA~~S 4 BA~KlBG : Nationi Bank not permit t ed to pledge its as~ 
to secure deposits of Northeast Missouri State 
Teachers College . 

Hr . Byron ~o sby, 
Busi ness ri.d.min1otrator, 
Nor t heast J 1ssour1 ~tate 

Teachers volle0 e, 
Kirksvill e , Uiasouri. 

Dear r . Cosby: 

( ,o 
ay 9 , 1934 . 

r is L~partment i a i n receipt or your l e tter of recent 
date in which you enclosed a letter fr om ~r . J . • T. J ' Connor, 
Co•ptroller of the urrency, and also in r~c ei pt of your sunple­
mentary l etter of pril 28th; which three letters are ~s follows , 
r e soectively: 

"I a m enelosina a copy of a letter sent out 
f r om t he off ice of ~omptroll er of the 
~ urrenc~ or t he united tates . 

The Treasurer of the Nort hea st isaouri 
~tate Teachers College is cashier of the 
vitizena ~ational Bank, K.lrksville, 1iss ouri, 
and his bank, the Citizens Nati onal Ba-i 
de posited -~t30 , 000 . 00 in United ~. tates Govern­
~ent securities to protect the college funds 
while t noy are being collected, ana waiting 
transmission to t he ~tate Treasurer . £he 
Comptroller has orde~that we release these 
securities now hel d i r escrow . 

In order to comply with ee. 9611 or Missouri 
Revised tatutc a 1929 just what &ball we do? 
The treasurer is wi lling to giTe personal 
bond as securi t y that he will dischar~e his 
duties, but how can we protect ouraelves 1n 
the de posi tory ?" 

,.. ., .- .... 



Hon . Byron Co sb1 -2- a ;; 9 , 1934. 

"C uUPTR vLL-R OF l'HE CURRLl~CY 

To the Ct1ahier: 

The ~ preme Court of t he tnited ~tatea on 
February 5, 1934, rendered two deci aione 
of t he utmost imoortance to national banking 
associati ons. 

I n Texas & Pacific Railway Company vs . 3. o. 
Pottorff, eceiver, it was hel d that •national 
ba•.k s lack power t o pl edge their as sets to 
secure a FIVATE de poei t . • 

In Ci~ of Marion vs. Ben Sneeden, ~eceiver, 
it was hel d that a •national bank could not 
legally pl edge assets t o secure funds or a 
St a te, or o . a political subdivision there­
of, prior to the 19:50 amendment; (Act June 
25, 19W i and since then it can do eo legally 
vNLY I F l. T IS LOCATLD I A STAl'E I ,, i1C rl 
ST 'i'E BA KS ARE SO AI.. 'Al•.ORIL D. 

You are accor~ingly expected to ascertain 
i ~ediately whether or not state banks in 
yo~r atato could l a wfully plod6e assets to 
secure such deposits of public funds or the 
state or a po l i tical subdivision thereof 
W 1ich you :::ay have anu f or W ich 7011 have 
pled¢ed assets as security. It will be 
advisable t o obtain the opinion of your bank 
attorne) i n thi s connection and retai n sace 
on file for inspection ~; t he bank examiner . 

Any existi ng pledgee of aa ~ets to secure 
pr 1vate deoosits must be immediately t er minated. 

Any pledges of assets to secure deoosits of 
the state or political subdivisi on thereof, 
which pled6es are determined t o be beyond the 
oower nf t he stato banks must l i kewise be 
pro~ptly terminated. 

Respectfully, 

J. F. T. u • c ~NN0R , 
Comptroller . " 



L.r . Byron Coab7 -:5- .ay 9 , 1934 . 

"~ . ~thel Conner, Cashier ot the Citizena 
National cank of ~~rksville. issouri-
1 a .rreaaurer of the eoard of He0 ent a of 
the t. ortheast issouri ~tate Teachers 
College , ~irksvil1e, Missouri. \ 8 tre~ a­
urer, he gives a surety bon~ of yl O,uUO. 
~e de posits the college money as 1t ia 
rcc e1 v ..! and hol a.n :::a ... e 1n the Ci tizena 
!1ational Bank unti l such a time as this 
mone7 ia remitted to the ~tate eaeurer . 
In t he past a nd at the present time the 
Citizens National &.nl deposits with one ot 
the ~t . ~ouia banks so.ooo of government 
bonds as a surety to protect the deposita 
ot .the treasurer . Alr . l.. thel CoLtner believes 
that t he lett er ot r. J . ,>. T. O ' ~ onnor ­
Comptrollor ot ~urrenoy , demands that the 
bank recall those aecur1t1ea. It that 1a 
done, t hen we have no securitJ a gainst a 
aepo o1tar; . e ould like t o ask it it is 
possibl e under exi cti~ l aws tor the bank 
to make the deposit ot those securities in 
order to pro teet our de po alta . • 

Tho question asked in your lett~ r is whether or not the 
Ci t izens National Bank of Airkav1lle , • 1ssouri , baa the power and 
author1t ; to pled~e its aaets and securities to the t reasurer of 
t he Board of Regents of t he Northeast ~aaour1 State Teachers• 
College, Al rkavil l e, iaaouri, to secure tunda deposited in said 
bank f or said college. 

Your request for an opinion calls for a construc t ion of 
the a mend -:1ent of June 25, 1930 , ec t l on 5153, of .rhe Na t 1onal 
Banking Act, as shown at 12 USCA, .. )ect.t.on 90, pa<:)e 30, which is 
as follows: 

• y associati on ma7, upon the de posit witb 
it of oublic money ot a ~tate or any poli tical 
subdivision thereof , give securit1 tor the 
safe-keeping and prompt pa7ment ot the mone7 
so de posited, ot the same kind aa ia author­
ised by the l aw of the St ate in which such 



t.r. Byr on CoebJ ay 9 , 1934 . 

a~ eociati on is located i n the case of other 
·ba'1k1ng ~netitutions in the ~tate . ( \ a 
amended J ne 25, 1930 c . 6 4, 46 ~t t. 09 . )• , 

and the applic~ tio~ of same that ma~ be made to the Laws of Missouri . 
Prior t o t he 1 ederal ct of June 25, 1930 , hat1onal B~nking Associa­
t i ons c o11 ld not pledge t heir as .. ots to secure f und s deoosited i n 
their bank, except ~ublic deposita made under Sec t ion 45 by the 
Secretar y of the Treasurer of the United otates . 

Justice Brandeis stated the rule in the case of City of 
t.l.arion, Il1Jno1s vs . sneeden, 54 Sup . ( t. ep. 421: 

·~ or the reasons stated in Texas ~ nacif1o 
hal l way Co . v. fot t orff, 2~0 u. ~. , 
54 ~ . Ct. 416 , 7~;; 1 • d . , deciCiiCr 
t 1ia day, we are of opinion t~t the ct 
of l ij64 oid not confer the power t o 
plod~e assets to secure any public de posita 
except those made under section 45 by the 
=>ecretary of t he Trea sury of the Uni ted 
States. rbe power c vnterr ed by each later 
act, except tha t of 1930, was l 1m1t ea t o aecur­
in ~ specific federal funda . A national bank 
coul d no t l egally pledge assets to secure 
funds of a stnte, or or a political sub­
divi s ion thereof, prior to the 1930 a mend­
IlLent; o.n d since t hen it can do eo legally 
only it it is l ocated in a sta te in which 
state ba ·k s are so authori,ed. I n some 
states national banks had, prior t o the 
1930 amendment, fr equentls pled¢ed aaseta 
t~ secure public deposita of the state or 
of a poli t i ca l subdivisio~ thereof ; comptr ol­
l ers of the currency knew t hat this was 
bel ng done; and they assumed t hat the banks 
had t he power so to do . ; t'ut t he n s sumot ion 
was erroneous . fhe contention that such 
power is ~enerally necessary in the buaineas 
of de posit bankin3 has not been susta ined . " 

~ince the r ender ino of the decisi ons or the t nited St a tea 
...,upreme C urt i n t he above case, and the case of •rexas a: Pacit lc 
Railway Co . v . ~ottorff , 54 ¥Up . Ct . &? • 416, Na tiona l banking 
Associations have been re stric t ed in their powers t o pled6e t heir 
asset s to secure deposits altho ~h it had been done with t he know­
led~e and c onsent of the ~omptroller s of Currency; which such 



J4r . csyr on Cosby -5- May 9 , 1934. 

pl edgi ng of a s sets waa unauthorized. l~e 'eder a l ~t of 1930, 
supra, gives power to Natlonal Banki n6 Associat i ons to pl edge th~ir 
assets t o s ecure deposits of puol ic monef of a state or pol i t i cal 
subdi visi on t hereot of the same ki nd as a-aut horized by t he t aw 
of t he ~tate In which such associati on is located i n the case ot 
other banking i nstitutions in the St ate. 

Now, t he que stion is: I s the money de posited with the 
Ci t izens National Bank of Kirksvil l e , Ki r ksvi lle, Uissouri, public 
money of a sta te, or a politi cal subdivision thereot, wi thin the 
meani ng of t he ederal statutes? We think not. This question 
in t he l a st analysis would be determined, in our opinion, b7 the 
Federal courts as to whether ~lati onal Banks have s uch powers . 

The ~tate of issour1 i s divided int o fi ve distr icts f or 
the purpose of establishing five Teachers College s , and the North­
east issouri .State 'l'eaehers Colloge, l ocated at ..irksvil l e is the 
col l ege for one of these districts and said colle~e is under the 
contr ol of "the Board of , egents for t he ~ortheast 1• 1ssouri 5ta t e 
Teacher s Coll ege . " lt is one of the duties of the Hoard of Regents 
t o ao~oint a treasurer for s , ch co l l eJe, a d t o da t er m1ne t he a mount 
of his bond, which shall be i n a5ount not lees t han 10 , 000 . ~ 0 . 
The statutes gover ning the money in t he hands of the treasurer of 
said co l l e ge do not provide for a deposi t or y bond t o be given by 
t he bank t o oecure t he funde deposi ted b~ said treasurer, nor ia 
pr ovision made for the depos i t ing of assets or securities of sai d 
bank to secure &aid cepos~ts. 

The statut es of ~issouri have pr ovided i n . ny instances 
for t he g1vin6 of depos i tory bonds by banks to secure public t unds 
depos i ted therein , also the pledgi ng of a s sets is provided for by 
law in a ·grea t many case s t o secure said fund s so de posited, and 
we note a few of said pr ovisions of the statut e as f ollows: 

The sta te funds - under Secti on 11469 , R. s • 
... o. 1929 , as amended by L&Wc of 1931 , page 378; 

Co •nty f unds - under ~ec t1 on 12188 , R. s. Mo . 
1929 ; 

rhe funds of cities of t he first, second, 
t . ird and f ourth class- under specific sections ot 
t he sta tute; 

School f unds of s chool s of citie s , towns and 
consol idated schools - under ~ection 9362 ~ . ~ . o . 
1929 ; and School tuna s i n t owns over 500 , 000 
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knhabitants - under 3ection ~580, i . s. o . 1929 : and 

State eleo~osynar. institutions - under ~ection 
8679 . R. s. ~o. 1J t9 ; 

al l of w ic} pro~ido for the 0 1ving of depoa1tory bonds or the pledg­
ing of asse ts, and ft is significant that no s tatuto has been onacted 
whereb) a deoository may be aelee ted b7 the Board ot Re3ents and a 
depositor i b~nd required or the pled~inb of assets and securities 
required by the bank t o secure said t und3 so deposited. 

lnce no orov1s1on is mude for a de no ai t ory bond or the 
plcdbinb of assets t o secure the funds of your institution under 
the statutes or i ssour1, we do not t ninl that the Nat ional Bank 
in questl _n could legall y do so . 

l'he Supreme C ur t of 1ssouri in the case of f tate ex r el . 
Thompson v . Board of Regents f or ortheast issouri tate Tea chers 
Co l lege, 264 s • . • 698 , decid d that the 1ooney received by the 
collego fro certa i n t ees f ro.l s tudents and other work did not 
become utate runds . In the above ca se the board or egents ot 
the Co le~e in quest1on ~d insured the buildings of the inst itu­
tion and the premiums had been paid out of unappropr ia ted mone7 1n 
its ~nds, derived from student fees from Junior ui gh ~ chool ext en­
sion and other work. Two of t h o buildings burne~and t ne insur .nce 
companie s paid tho sua of ~ 110,00~ to the Board of Regents; the 
state treasurer 1n an ori3~nal proceed ing for manda~us sought t o 
compel t he .t...oard ot... r ogents t o pa) t his "'oney i nto the tate treas­
ury, contend~ t ha t under t he Consti t ut i on and t~e statut e s this 
money was sta te aone7 a r d should be pa7a ul e 1nt o the state treasur y . 
The ~upreme ~ourt ~enied the writ and hol d in etfect t ha t 1t was 
not state mo~ey and sho ld not go int o the etate treasury to be 
ao~ ropr1ated b~ t he State Legislature at its will and pl ea sure . 

e t hink tha t the ~ney 1n the banda of your trea surer is 
not St a te !T.oney 1t h1-:1 the ter ::n 11 publ 1c money of the s t ate tr under 
the Feder al Act of 1930, :mpra. e clo no t t hink that t "\e coun tie s 
eompr 1s1n¢ t he district known ao the Northeast •1ssouri ~tate 
Teachers Colle~e is a politica l subdivision of the State of 1ssour1 
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for t he reason t hat it does not ooeseas an7 of the attributes 
of a polltical subdivision a nd no function s of local govern~ent 
have been delegated t o it . f.he 30ard of ebents pos ~ess no 
au t horit.J, neither does i t exercise &nJ juriad1ct1on over the 
countie s or the district which we t hink 1s necessary to make the 
di strict a political suodivision of the State . 

CONCLUSivN . 

I t is , therefore, our opinion t hat the Citi~ena National 
~ of Kirksville, i s souri, ca not pled~e its assets and securi­
tie s t o the Board of ~egent s or the tre ~ surer of said colle6e to 
secure deposits made b7 t h em in said bank, and in event that it 
did so pl ed0 e its assets and securi ties, said acts would be u l tra 
vires and would be no protection to the college 1n case or the 
fai lure or said bank and coul d be r ecovered b~ the receiver of 
said bank, a s wa s done in the case of Cit7 of ~ion, Illinois v. 
Sneeden, supra. 

APPROVED: 

ROY McKiTTRICK 
Attorney-General . 

CRrl :EG 

c~~L R . ~n~ 
Assiatant AttorneJ-Ge neral. 


