VEPOSITORIES s National Banks may pledge their assets
to secure the public funds of a city
BANKS & BANKINGS of the fourth class, =t

April 23, 1942 A
~

“
Mr. R. ¥, Poynter
Vice President F [ L E _
The National Benk iIn North Kansas City :
North Kensas City, Mlssourl "}/f -~
Lear Sir: 7 Sa——2

This 1s to acknowledge recelipt of your letter of
recent date in which you request our oplnion. Since
your request relates to the law relating to the deposi-
tory of public funds, namely, the publiec funds of the
City of North Kansas Clty, we are herewlth giving you
our opinion on the question., Your letter is as follows:

"The City Attorney for the City

of North Kansas City has filed with
the City Council an opinion that nei-
ther a Stale or Mational Bank may
pledge any part of its assets to se-
cure the deposit of city funds., Will
you please advise at your early con=-
venlence if his opinion is correct,

"It has always been our understending

" that both State and lational banks
were empowered to Blodge thelr assets
for such security.

Your question 1s, as we understand from your letter,
and also subsequent correspcndence, as follows: llay
state and Mational banks pledge their assets to secure
the funds of the Uity of North Kansas City, a city of
the fourth class?
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Section 7160 R. S. Mo., 1939, provides as follows:

"Boards of aldermen iIn cities of the
fourth c¢lass are hereby empowered

and authorized, at their first regular
meetings in the months of January,
April, July and Uctober of each year,
to select a depository for the funds

of their respectlive clties, for such
length of time and under such rules

and regulations as may be provided

and prescribed by ordinance therefor:
Provided, slways, that such depository
shall be a bankirg corporation or an
individual barker or a trust company
dolng business within such city; and
provided further, however, that if such
depository cannot be selected, or such
satisfactory arrangements made, such
boards of aldermen are hereby empowered
and authorized to loan smch moneys upon
the same terms and under the same con=-
ditions &s provided by law for the loen-
ing of county and school moneys,"”

This section provides the method by whiech the EBoard
of Aldermen of the City of North Kansas City may select a
depository for the funds of said city, and the depository
must be duly selected ir accordance with this section,

The Missourl Legislatvre in 1937, at page b0Z2, Laws
of MNissouri, 1937, enacted what is now vection 8183, E, S,
No., 1959, which section provides ih part as follows:

"Notwithstarding any provisions of law
of this state or of eny political sub-
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division thereof, the public funds of
every * % ¥ elty, % # % which shall now or
hereafter be deposited in any baniing
institution acting as a legal deposltory
of such funds under the provisiona of
the Statutes of Missourl requiring the
letting and deposit of the same and the
furnishing of security therefor, shall
be secured by the ssld legal depository
making deposit, as hereinafter provided,
of securities of the same character as
are required by Section 13086 and all
amendments thereto for the security of
funds deposited by the State Treasurer
under the provisliors of Article 1 and

2 of Chapter 87 of the Hevised Statutes
of Missouril 1939, and all amendments
thereto, * « #*

This secticn provides that banking institutions may
pledge the same securities to secure the public funds as
may be used by them to secure the State funds deposited
by the State Treasurer in the State's legal depositories,
The kind of securities that may be pledged by the banking
institutions to securc the "tate funds are set forth in
Section 13086, K. 5. Mo., 1939, where reference may be
made for the character of securities that may be pledged.

The Act of June 25, 1930, passed by Congress and
approved by the President, 12 U, 5, C, A., Seetion 90,
provides:

"Any associatlion may, upon the deposit
with it of public money of a State or
any political subdivislon thereof, glve
securlty for the safekeeping and prompt
payment of the money so deposited, of
the same kind as 1s authorized by the
law of the State in which such associ-
ation is located in the case of other

banking institutions in the State., * #
# o % "
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And, therefore, since the effective date of said Federsal
Act, Natlonal banks have been permitted to pledge their assets
to secure public funds of the same kind and description as
is authorized by the law of the state in which said associa-
tion is located, The effect of this section is that LKational
banks located in lissouri, to secure public funds of the
respective political subdivisions of the State, may pledge
the same securities as are set forth in Section 13086, supra.

CONCLUSION

It is our opinion, therefore, when the Board of Alder-
men of the City of North Kansas City duly selects the de-
pository for its publie funds, in the manner as set forth
in Section 7160, supres, and the Statutes of Missouri, the
Kational bank in question, if it 1s so duly selected, may
pledge the same securities as set forth in Seection 13086,
supra.,

Respectfully submitted

COVELL R. HEWITT
Assistant Attorney General

APPROVED:

ROY McKITTR1CK
Attorney General of Missouri
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