
i!OME OWNERS • LvAN CORPORATION BONDS: Bonds issued under .Amended Act 
of June 27, ~Q34 may be accepted as collateral ror atate f unds and county 
deposits; bonds issued prior to effeetive dateor amended sect i on are 
not acceptable unless they have since rec-eived same guar an tee. 

December 17, 1934. 

Hon. Francis X. Pavesiob, 
Home Owners' Loan Corpora t i on, 
1015 Buder Building, 
7th & Market Streets, 
st. Louis , Missouri. 

Dea r Sir: 

This department is i n recei pt of your l etter of 
December '1, 1934 making 1nqu1r;r as to whether or not Home 
Owners• Loa n Corporation Bonds are eligible as security or 
collateral for t he. deposit ot state f unds or county deposits 
i n Missouri. 

Section 12187, R. S. Mo. 1929 sets forth the char acter 
of security r equi red in Missouri f or county deposits and is as 
follows: 

"Within ten da ys after t he selection 
ot depositari es, i t shall be t he duty 
ot eacn successfu~ bidder to execute 
a bond pa yable to t he county, to be 
approTed by t he county court and filed 
i n t he of f ice of t h e clerk thereof, 
with not less t han fiTe solvent sureti es, 
who shall own unencumbe r ed r eal estate 
in t his sta te of a s gr eat Talue a s the 
amount of said bond, or with a surety 
or t rust company authorized b;r the l aws 
of t his sta te t o execute bonds as surety: 
Pr ovided , t hat t he eourt may accept i n 
l i eu of r eal est8te a s secur1t7 bonds 
of t he United s t a tes or or the sta te ot 
Missouri, wh i ch said bonds shall be 
deposited as t he court may direct; the 
penal t;r or each de.posi t ary' s bond t o be 
not l es s t ha n such proportion of the total 
annual r evenue or said county tor the 
years f or which such bond is g1Ten ae 
t he sum or t he part or parts of t he funds 
awar&ed t o such bidder sel ected respectively 
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bears to ~he whole number of said 
parts the amount of the bond to be 
fixed by t he court, and said bon4 
shall be conditioned for the faithful 
performance or all the duties and 
obligations devolving by law upon 
said depositary and for the payment 
upon presentation of all checks drawn 
upon said depositary by the proper 
officers of said county or any town­
ship whenever any funds shall be in 
said depositary, and that all interost 
will be paid promptly, and that all 
said funds s hall be faithfully kept 
and accounted for acoor6ing to law; 
and for a breach of said bond the 
county or any school district or 
township or said county or any person 
injured may maintain an a ct ion in t he 
name or the county to the use or the 
compla inant . • 

Section 11469, Laws of Ulssouri, 1931, page 3'18, seta forth 
the type or character or security required by t he State for its 
deposita and is as follows : 

•For the security or the funds deposited 
by the treasurer under t he provisions 
ot articles 1 and 2 ot t h1a chapter, 
t he governor , attorney-general and the 
treasurer shall require or. said selected 
and approved banks or banking institutions 
giving security tor the sate-keeping and 
payment ot said deposita a bond e qual to 
at least 2~ ot the amount ot t he accepted 
bid or bids, to be approved by the governor 
and attcrney- general, and in addition 
t hereto, bonds ot t he United st ates , the 
St a te of Uisaour1 , or in their discretion, 
t he registered bonds ot t he Cit y ot s t. Louis 
or ot any other city in this sta t e haTing a 
population of not less than two thousand, 
or in their discretion the r egistered bonds 
ot any county in this sta te, or in their 
discretion the registered bonds ot any a chool 
district situated in any city, town or Til­
lage in this state, or in their discretion 
the approved registered bonds ot any drainage 
or levee district in this sta te, or in their 
discretion t he approyed registered bonds of 
any special road district 1n this sta te , or 
1n their discretion the registered sta te bonds 
of any state, or in their discretion the 
Fe4eral Land Bank Bonds, to an amount ot at 
least equal in value to the amount ot the 
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deposits with such banks or banking 
institutions; which bonds shall be 
delivered to the state treasurer, and 
receipted for by him and retained by 
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him in the vaults or the state treasurr 
or this state, or in the vaults or such 
banks or sate depository as the governor, 
attorney- genera l and treasurer may agree 
upon; and if in any case, or at any time, 
auch bonds are not satisfactory security 
to the governor and attorney- general tor 
deposita made under articles 1 and 2 of 
t his chapter, they may require such addi­
tional securit7 to be given as shall be 
s a tisfactory t o them, which said bonds , 
or any part t hereof, may from tiMe to time 
l)e • t t b.d.r awn on tbe written consent of the 
$OV~rnor, attorney- general and treasurer; 
and the go~rnor, attorney-general and 
at a te treasurer shall, ·rrom time to time , 
i nspect auch bonds and see that t he same 
are actuall7 kept in t he vaults or the 
state treasury, or in the vaults ot such 
bank or. banks ot her t han t he bank or banks 
selected as t he sta t e depository , a s t he 
governor, a ttorney genera l and state treas­
urer may have duly agreed upon: Provided, 
t ha t sufficient amount of said bonds to 
secure said deposits shall always be kept 
in t he treasury or in such selected depo._ 
itory and in t he event tha t such bank or 
banks or banking i nstitutions of deposit 
shall tail to pay such deposita, or any 
part thereof, on t he check or checks of 
the state treasurer, then 1t shall be the 
duty or the state trea surer to torthwit. 
convert such bon4s into moner and aisburse 
the same according to law, upon t he 
warrant drawn by the St a te Auditor upon 
t he funds tor which such bonds are security. 
Any bank making deposits ot bonds wit h the 
s tate Treasurer under the prov1s1ona of 
articles 1 and 2 ot t h is chapter may cause 
such bonds to be 1ndorae4 or stamped as 
may they deem proper, so as to show they are 
deposited as collateral.l and are not trans­
ferrable, except ~pQn ,_ ~ne condi tiona ot 
articles 1 and 2 ot this chapter: Provided, 
however ,- t he Governor , .Attorney-general and 
Treasure~ in -their discretion may allow 
said selected banks t o deposit as security 
tor the safe-keeping or said funds, in lieu 
ot the above mentioned bonds , the notes held 
by said banks or banking institutions, 
secured by f irst deeds of trust on Missouri 
real esta te, which notes and deeds of trust 
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ahall not .excee4 t1tty per cent ot 
the actual Yalue ot aa14 re 1 eatate. 
whieh aecur1ty ahall alao be accompanied 
by an abatract ot title oertlt1ed to date 
by a competent abatraotor and the written 
opinion ot aome reputable lawyer to the 
etteot that the title to t he landa coY-
ored by such deeda ot trust 1e well ~••ted 
1n the grantors ot such deeda , and ani4 
bonk or bankl ns 1nat1tutiona shall be 
r equired to furnish a peraonal bond equal 
to at least aoYent1-tlve per cent ot t he 
amount of the aocepte4 b14 or blda2 Pro­
~1de4, lt by roaaon or the failure ot a117 
ot the depoaitor1ea to renew their contr eta 
b7 ha~tns their bi4 or b14a reJected. they 
ahall be allo~d by d with the written 
consent ot the sovernor , attorne,..pneral 
and atate treasurer, not re t han one 
hundre4 and eipty days tro the day thei r 
bid or b1cla may be opened and reJected 
in which to pay o~er to the state trcosurer 
whateYer balanoe may b e due to the atate 
on the depoait he14 bJ th .. , auch balances 
ao held to bear the same rate ot inter est 
aa pro.tded tor ln t heir original bid or 
b1da. The treaaurer aball haYe author1 ty 
to employ an additional clerk to aaa1at 1n 
carrying out th pro~1a1ona ot this aoction 
at a salary not to excee4 one hundred 1'1tty 
dollars a onth. " 

You Will note 1D that ln both aeotione ot the statute 
the tem "bonda ot the Un1 ted States" is used. we understand 
Home owners' Loan Corporation Bonda , they are not etr1ctl7 
denominated Un1te4 states Bonds; hence, by a atriot construction 
ot the two aboYe quoted aeotiona, we are compelled to sa7 
that they are not acceptable aa oollateral or aecurlty ~or atate 
tun4a or county 4epoa1 ta because they are not i nolude4 8Jl4 
aet forth in aaid aeotiona as beins aoceptable. HoweYer , the 
laat aeaa1on ot ccm.greae baa apparently broadened the aoope ot 
Home 01mera• Loan Corporation Donda, and n bolieYe by araencl­
menta to the original Act has ·ae theae bonds equinlent to 
United States Bonda. 

Sub-aeotion (c) (1) ot Section ' ot the Ho e ownera• 
Loon Act ot 1933 aa endecl prondea : 

"The Corporation 1a aut horized to 1aaue 
bonda 1n an agaregate an:ount not to exoeod 
s.ooo,ooo_ooo, which may be exchanged 

as hero1natter proY1de4, or Wbicb may be 
sold by the corporation to obtain tun4a 
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tor carrying out the purposes ot this 
section or tor the redemption ot any 
at its outstanding banda called in tor 
retirement; and t he Corporation is 
turther authorized to increase ita 
total bond iaaue in an amount equal to 
the amount ot the bonds so called in 
and r etired. SUch bonds shall be in 
such t or.ms and denominations, shall 
mature within such periods ot not more 
than ei ghteen years trom t he dat e ot 
their issue, s hall bear such rates ot 
interest not exceeding • per centum 
per annum, shall be subJect to such 
te~s and conditiona, and s hall be 
issued in auch manner and sold at such 
prices, as may be prescribed by the 
corporation, with the approTBl or the 
Secretary ot t he Tr easur,. Such bonds 
shall be tully and unconditionally 
guaranteed both as to interest and 
principal by t he United St a t es, and 
such guaranty shall be expressed on 
the race t hereat, and such banda shall 
be lawt'ul inTestmenta, and may be 
accepted ·as aecurit7 tor all fiduciary, 
trust and public tunda, the inTostment 
or depeait of which shall be under the 
authority or control ot t he United 
States or any otticer or officers t hereot. 
In the &Tent tha t t he Corporation shall 
be unable to pay upon demand, when due, 
the prine1pa1 or, or interest on, au~h 
banda• the Secretar y ot the Treasury 
shall pay to t he holder tho amount thereat 
which ia hereby authorized to be appropr1-
ate4 out or any moneya 1n the Tr easury not 
otherwise appropria ted. and t hereupon to 
t he extent or the amount so paid t he seo­
retar,. or the Tr easury shall succeed to 
all t he rights or the holders or auob 
bonds. '!'he Secretary ot .the Treaau.!'J', 
in his discr etion , is authorized to purchase 
any bonds ot t he Corpora tion issued under 
this subsection which a re guaranteed as to 
interest and principal, and tor such purpose 
the Secretary ot tho Treasury is authorized 
to us e aa a public- debt transaction the 
proceeds ~rom t he sale or any securities 
hereafter issued under the Second Libert7 
Bond Act, as amended, and the purposes tor 
which securities may be issued under auch 
Act, as ~ende4, are extended to include 
any purchases or the Corpora tion's bon4a 
hereunder. " 
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The question ot United States Bonda and an interpretation 
ot Section 12187, R. s . llo. 1929 waa betore the supreme Court ot 
Missouri in the caae ot Hunta.tlle Trust co. T. Boel, 12 s.w. (2d) 
l . c . 753-75~, wherein the learned Judge said: 

"The original county Depository Act, 
including what is now section 9585, was 
passed in 1889 (Laws 1889, p . 81) . The 
section has undergone amendment trom 
time to time, but is in substantial ly the 
same tor.a as originally enacted, with the 
exception ot two major amendments . In 
1891 there was inserted, as it now appears , 
t his proTiso: ' ProT1ded, t ha t the court 
may accept in lieu ot real estate as 
security bonds ot the United States or ot 
the State or Mi ssouri, which said bonds 
shall be deposited as the court may direct. • 
Lawa 1891, p. 104. In 1915 (Laws 1915, 
p. 249), the words 'or with a suret7 or 
trust company authorized by the laws of 
this state to execute bonds as surety• were 
i nserted in t he place where they now appear. 
The amendment ot 1891 is t he one with Which 
we are concerned. What did the Legi slature 
intend when it said that •the court may 
accept ·in lieu or real estate as security 
bonds ot the United States'? This language 
unquestionably raters to the preceding pro­
Tis1on that, in addi t ion to the principal, 
the bond shall be executed b7 •not leas thaD 
tiYe solvent sureties who own unencumbered 
r eal estate in this s tate or as great value 
a s the amount ot the bond. ' As r espondent 
construe• the proviso, it does not dispense 
with either bond or sureties, but merely 
permits the court to accept suretie• who do 
not own real estate, if they, t he sureties, 
will deliTer to t he court United States bonds 
•ot as great value as the amount ot the bond. ' 
This construction seems both awkward and 
strained. It will be noted tha' the section 
nowhere proTidos tor the taking ot rtal estate 
as aecur1t7. The t1ve sureties who own real 
estate do not, by s1guina the bond, place a 
lien or charge upon their real estate. The 
secur1t7 attorded by t he bond and the only 
secur1 t7 att orded by it., 1s the Joi nt an4 sev­
eral personal liability or sureties who own 
real estat e . It 1s in lieu ot that securit7 
that t he sta tute authorizes t he taking ot bonds 
ot the united s tates . It would follow, there­
tore, t hat t he pr oTiso authorizes the court to 
take government bonds 1n lieu or the secur1t7 
aft'orded lr7 a.. bon4 signe4 by sureties who on 
real estate. 
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SUbsection (c) (2) of Section 4 ot the Home Owners' 
Loan Act ot 1933 as .Amended is as follows : 

"The amendment• made by aubaection (c) 
(1) of t h is section (except with re­
spect to refunding) shall not apply 
to any bonds heretofore issued by t he 
Home Owners• Loan Corporation under 
such section 4 (c), or to any bonds 
hereafter issued in compliance with 
commitments or t he Corporation out­
standing on the date or enactment ot 
this Act. ****" 

The Attorney General or the United s tates in an opinion 
dated September 14, 1934, said in part aa follows : 

"The guaranty being stated by t he 
sta tute fta tull and unconditional, 
there is no occasion t o consider 
whether a condition should be i mplied. 
The separate proTision t hat t he s ecre­
tary of the Treaaur7 shall pay it the 
corporation is unable to pay upon 
demand is no part or the guaranty, but 
merely a provision for carrying it out 
in the onl y reasonably conceivable 
contingency that would require such 
action. 

Considering the foregoing . it i s my 
opinion that if either corporation 
should fail, upon demand by a bona tide 
and a ccredited holder, to pay either 
principal or interest when due, the 
United States would t hereupon become 
obligated to make such payment, and its 
obligation wo uld not be condi tioned 
upon the insti tution or any proceedins 
by the bondh~lder against t he corporation. • 

CONCLUSION 

By t he terms ot s ec tion 4 (a ) or t he Home owners• Loan 
Act as Amended; the Home Owners' Loan Corpor~tion Board is 
denominated an instrumenta l ity ot t he United ·s tates even though 
it be in the nature of a separate corporation . It appears to 
haTe the power to issue t he bon4a in fora, denomination and 
price, with t he approval or the Secre t ary of the Tr ea sury. The 
bonds are unconditionally guaranteed, both as to pr incipal an4 
interest by the government of t he United s t ates, such guarant7 
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being expressed on the race or the bonda, an4 they "may be 
accepted as security tor all fiduciary, trust and public funds." 
It ia therefore the opinion ot t his department that Home Owners' 
Loan Cor poration Bonde iss~ed under the Amended Act of June 2'1, 
1934 are eligible as security or collateral t or state funds or 
county deposits in t he s tate or Ulssouri. 

The bonds or tha __ aeries outstanding, which you mention 
in your let ter, do not show the date or issuance; therefore , we 
cannot determine which series Qnd in what amounts they were 
issued after the ACt became etfecti•e• In Tiew of the terms of 
subsection (c) ( 2 ) of Section 4 or said Act, we ar e ot the 
Opinion that bonda issued prior to the ettectiTe date Of the 
Amended Act are not of the same sta tus as those issued after the 
etteet1Te date; hence, we are ot the opinion that the bonds 
issued prior to said ettectiTe date would not be a cceptable aa 
securit7 or collateral tor state funds and county deposita un­
less they haTe since recei•ed the same guaranty and placed on 
equal parity wi t h t he new bonds . 

APPROVED : 

OWN:.AH 

ROY McKITTRICK, 
Attorney General 

RespectfUlly submitted, 

OLLI VER W. NOLEN, 
Assistant Attorney General 


