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~Ionorable '":: lbert L. Ford 
Pro secuting Attorney 
Dunklin Count y 
~~e nnett , ltlssouri 

Dear Sir: 

This is to acknowledge receipt of your letter 
of recent date in wnieh you e n close a letter received 
f r om Mr. J . c . \'/elman, Cashier , Bank of Kennett , Kennett , 
.. issouri , in vbich he requests you to secure the opinion of 
this Department on the questions submit ted in his letter . 
·.,e set forth i n full his letter: 

"As you are a \7are . we have been e xecuting 
personal bonds signed by some of our 
directors for the past several years 
l 'or the purpo se of securing funds of the 
County, Township , City , various School 
istricts and various J.Jevee' and Drainaee 

Districts . 

" , ·e are d e sirous of a iacon ti nuing this 
practice and ~ede;';illci socuri ties oelong­
i ng t o t he bank in lieu thereof . The 
questi o n ha s b ee n raised as to t ho legal 
a u thority of the County, To~nahip , City , 
School District and Lovee and l' r ainage 
Districts to handle i n t his manner. \'/e 
are quito sure , however , that the s t atut es 
provide for t he p l edge of s uch securities 
to secure Count y fund s but are uncertain 
o n t."le other funds . ·:e do not know • how­
ever, Tihether it is nece s sary t o pledge 
securities i n any margin above the amount 
of the deposit we are attempt ing to secure • 
•• e further under stand that by rea so n of 
o. recent sta tute t he amount of F . D. I . c. 
i nsurance , namely ( 5000 . 00 , can be deduct­
ed from t he amoun t of funds which must be 
secured . 
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n\.le would like to lmow whether a definite 
opinion c ould be obtained by you from 
the Attorney General as t o the legality of 
the various municipalities above mention-
ed accepting the security in the mannnr 
de scribed a bove . whether a ny margin 
above the amount to be secured would be 
required, and what type of securities 
would be eligible f or us to pledge. we 
have i n mind using obl i,gations of u. s. 
Government . direct and/or fully guaranteed, 
Stat e of Ui s souri direct obligati ons , direct 
obligations of Dunkl in County , lJ2ssouri, 
a Pd po ssibly direct obligations of the 
City of St. Louis, Missouri. 

"Inasnruch as it is necessary to mke a 
decisi on in t his connection i n the very 
near future .. ue will a ppreciate very much 
a ny assistance you may be able to give us 
i ovtaining an authoritative ruling 
which could b e relied upon by the munici­
pal! ties uffscted." 

As we i nterpret the letter .. you desire to have our 
opi nion as to t he legal authority of t he county .. tovmship .. 
city , school dis t rict .. and l evee and drainage district, respec ­
tively , to accept pledges of banks ' assets and securities to 
secure them against loss of the public funds deposited i n the 
respective banks . 

various statutes have- been enacted in Missouri 
authori~ing the pl e dgi ng of assets to secure public funds 
deposited in se l ected depositories . 

section 11469 , R. s. Mo . 1929, as ruoonded by La'>J S 
of Missouri, 1931, page 378, authorizes t he pl edgi ng of cer tai n 
bonds a nd other securities of banks to secure state funds 
deposited by the state treasurer . This statute was enacted by 
the r,eneral Assembl y i n 1879 , pertaining to the safeguarding 
of the public funds to carry out the provisions of Section 15, 
Arti cle x, of the Constitution of !.tl.ssouri of 1875. 

I . 

Under the provisi ons of section 12187, R. S. Mo . 
1929. as amended by La: .. s of :.11 ssouri , 1935 , page 316 , it is 
provided th.a t. 
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"* ·:< * the (county} court may a ccept in 
lieu of real estate as security, bonds of 
such county , or of the State of Missouri .• 
or of the Ulli ted States, or bonds fully 
guaranteed by the United States , whic h 
such bonds s hall be deposited as the court 
may direct , with a Trustee , Trust Company 
or other fiduciary designated or ~pproved 
by it ; * * *" 

In the case of Huntsville Trust Co . v . Noel, 12 s. w. 
(2d) 751, 754 , the Supreme Cour t recognized the right of a trust 
company to pledge its government bonds to secure the county in 
lieu of real estate as· security ( personal bond) in the following 
language: 

"It is in lieu of that security that 
the statute authorizes the taking of. 
bonds of the Ullited States. It would 
follow, therefore, that the proviso 
authorizes the court to take govern­
ment bonds in l~eu of the security 
aff orded by a bond signed by sureties 
who ov1.n real estate ." · 

II. 

Under the county depository law, Ar ticle 8 , Chapter 
85 , Section 12184 , R. S . Uo . 1929, it is provided as follm1s: 

"* * * Provided, that in counties operat­
ing under t he tovmship organization law 
of this state, township boards shall 
exercis e the same powers and privileges 
with reference t o township funds as are 
herein conferred upon county courts w1 th 
reference to county f'unds at t he same time 
a nd manner , except t hat tovmship funds 
shall not be divided , but let as an . 
entirety: .... * *" 

Since township depositories are governed ·by the same 
laws i n essential respects as county depositories . banks are 
authorized t o pledge the same securities as in county depositories 
and township boards may a ccept t he same securities as county 
courts may and ~n the same manner . · 
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III . 

Sections 6793 a nd 6794 . R. s. ~~ . 1929 . cities of 
the Third Class (Kennett. we understand . is of that class) 
provide for the selection of a depo sitory of the funds of the 
city i n said section moro par ticularl y described and that the 
designated bank t o execute a bond payable t o the city. t o be 
a ppr oved by the mayor a nd filed with the city clerk. with not 
less than three s o lven t sureties. who shall ovm unencumbered 
real e state i n the state of as great value as the amount of 
said bond--the penalty of said bond t o be at 1e ast double the 
revenues of tho city for any one year and conditioned for the 
f aithful perfor mance of all the duties and obligations devolv­
i ng by law or ordinan ce upon said depository. etc . 

These section s provi ding for the se l ection of de ­
positories f or cities of the t hird class. do not provide for 
pl edging of assets. 

IV. 

\':'ith reference t o the selection of depositories of 
school moneys . Section 9362. R. S . l~o . 1929. provides i n part 
as .follows: 

" The board o f education of city. tm~ 
a nd consolidated school districts in 
t his state shall s elect depositories f or 
t ha funds o.f such school district i n the 
same manner as is provided by laVI for the 
sele ction of county deposi tories ; .. ;;. ~~- *" 

1bo above secti on provid es the statutory method of 
selecting the depositories of school funds as sta. ted in School 
Dist rict of Camer on v. Cameron Trust Company et a l • • 51 s. w. (2d) 
1025 . 1 . c . 1026: 

"Ar ticle 9 o f c hapter 85. R . s . 1929 
( I.lo . s t . Ann . c . 8 5 . art. 9 . Sees. 
12184- 12198 ) . which governs the sele c ­
tion of depositarie s of school f u nds b y 
v irtu e of section 9362 . R. s. 1929 (Mo . 
St . Ann . Sec . 9362}- requires sc hool 
boards to select a depositary every two 
years . The provisions of the statute 
are mandatory a nd must be complied with 
i n all r e spects . " 
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The Spri ngfield Court of Appeals in the case or 
li'rench v . School J ... ist. No . 20 ., 7 s. w. (2d) 415~ 1. e. 416, 
said t he following: 

" section 9582, R. s. 1919 , provi des how 
a count y depository shall be selected. 
Section 11268 ~ R. s. 1919~ provides that 
t he boa~d of educa tion of a city~ totr.n , 
or cousolidated school shall select 
depositories i n the same manner county 
depositori~s are selected. Section 9585 . 
R. s. 1919, provide s how county f unds 
are to b e secured by the county deJX)si­
tory. a nd includGd i n the security per­
mitted are bonds of the United States 
or bonds of the state of Missouri. But 
there is no statute dofini ng what security 
shall be ,r;iven by tm deposi t ory of a 
city~ town. or consolidated school dist rict. 
Sect ion .13379 , R. S. 1919. specifically 
author i zes a bank whi ch bas been selected 
as a depository for· state funds to pledge 
ita real estate notes to secure such 
f unds. " 

And t he same court, 1.'1 the ease of Consol i dated 
School Dist . !o . 4 v . Citizens' ~vings Bank of Cabool. 21 S. w. 
( 2d) 781~ 1. c. 787. said: 

"Section 11268. Rev. St. t~ . 1919, pro­
vi des that depositories for schoo l funds 
shal l be selected i n the sama manner 
a s provided by law for the selection of 
co unt y depositories; section 9582 , 
~ev. St. Uo . 1919 , pro~ides how county 
depositories shall be selected; and section 
9585, nev . St. Uo . 1 19 .. provide s f or the 
giving of seeuri ty . There is no section 
of the sta tute defining what secu.ri 1it 
shall ~e given t o a s chool district. 

These cases would ~ndicate that banks are r~t specif­
ically aut horized to pledge their assets to seeuro public funds 
belonging t o school dist r i cts the same as depositories are f or 
count y funds. going on the t heory that Section 9362, supra. 
provides only for the selection of de positorie s a nd not as to 
t he security given. 
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v. 
section 10 767 . R. S . 1-!o . 1929. provides that the 

treasurer of drainage districts organized by circuit courts 
shall keep all £unds receivad by him from any source Tihatever 
deposited at all times i n some bank. 'banks or t r ust compa.ey 
to bo desi&~tod by the board of supervisors . 

·.ve do not find that a. depository is required under 
t hic section or that assets of t he depository ·are required to 
be put up as security f or said £unds. However. we refer you 
t o the case of cantley. ) State Cocun.tssiore r of F'inance, v . 
Li t t le hiver Drainage District. 2 s. \1 . (2d) 607 . i 1 which t he 
court discussed t his qu estion axtons1vely and held that a 
bank which depoai t e d w1 th t he drainage district its bills re­
ceivable as collateral to secure a loan made t o the bank by 
the drainage district, that it could not be r ecovered from 
the dist rict and that the bank could not plead ultra vires 
i n view of the fact that they had received t ho benefit of 
tho loan. 

Fro 71 the above and foregoing it is our opinion t hat 
i n the statutes where it specifically authorize s the bank to 
pledge eort&in designated securities or bonds owned by the bank 
t o secure the state and municipalities and po l itical sub -division s 
aga inst lo&s, such a s t he state, the count y and tho t ownship . 
thll t the banks arc so a ut horized and hnve f ull aut liori.ty so to 
do . I n other words . the selected depository is authorized to 
secure the public funds in the manner pl\escribed by the sta tute . 
a nd i n those political. .sub-divisions where only a personal bond 
or other ki nd of' bond is required t hat t hey a re not so authorized 
t o pledge assets . ·. here t :.1o s m tuto s particUo.rly outline a 
plan for the safeguarding of public £unda, political sub-divisions 
should f ollow t he statutory method. a nd if they follow some 
other plan than the statutory cethod they are proceeding at their 
own peril. 

It is our further opinion that tho amount of security 
r equired to be 3 iven by a bank to secure publi c funds is reduced 
, 5000. 00 under t he provis ion s o£ Lawa of t:issour1 . 1935 , pa£& 
372, i f such bank is i nsured wit h t he Pederal Deposit I nsurance 
Corporation . 
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The qnestions a sked by you are broad . and a 
di fferent state of fact s on a concrete ca se presented to us 
might al t or our opinion. 

APPRO V" D: 

J. E . TAYLOR 
( \c t ing } Attorney-General . 

CRH:EG 

Very truly yours. 

COVELL R . HEm TT 
Assistant Attorney-General 


