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l'Ja tlonal banks may pledge their assets 
t;O secure tle ublic fund s or a rity 
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Mr . R. F . Poynter 
Vice Pr e s ident 

April 2:3 , 1942 

The ~a tiona.l bank in l~orth ..:Cans as Ci ty 
Nor t h 1\.s.nsas City, :.11ssouri 

Dear ::>ir : 

FILE 

This is to acktJowledgt- receipt of your l etter of 
recent dste i n which you r~que s t our opinion . 3ince 
your requ6st relate s to the law rela tir.g to the deposi­
tory of public funds , namely, the public funds of t he 
City of I-iorth Kansas Ci ty , we are herewith gi vi1 g you 
our opinion on t he question . Your l etter is as f ollows: 

"The City Attorney for t he G~ty 
of 1\orth unsas Gi ty has fi led with 
the City Council an opiniLn that nei­
ther a ~ta~e or ~ational bank may 
pledge any part of its assets to se­
cure the deposit of cit7 funds . Will 
you please advise at your early con­
venience i f hi s opinion is correct . 

"lt has always been our understanding 
t hat both State and .national banks 
were empo•ered to frledge their a s sets 
for such secur ity. 1 

Your question is , as we understand from your letter, 
and a l so subsequent corresp ;:;ndence , as fol lows : .lay 
state and l.atiol1al banks pledge t heir a sseta to secure 
the funds of the Ci ty of 1-.orth Kansas Ci ty , a city of 
t he f ourth c l a s s? 

I • 
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Section 7160 R. s . dO ., 1939 , pro?ides as follows : 

"Eoards of aldermen i~ cities of the 
fourth class are hereby e~oowered 
and authorized , at their first regular 
neeti rs i : tie morths of Jsnuary, 
April , July and October of each year , 
to select a depository for the funds 
of their respective cities , for such 
length of ti~o and under such rules 
and rc0~lations as may be ryrovided 
and prescr ibed by ordinance therefor: 
Pro~ided , always, that such depository 
shall be a bsnki r • corpora t i w or an 
indi~idual bankor or a trust company 
doing business within such city; and 
provided further , howev~ r , that if such 
depository carnot be selected , or such 
satisfactory arro.nge-,ents 1ade , such 
boards of a l dermen are hereby e,Jower ed 
and au tl~'"'rized to l oan such moneys upon 
the same terms and under ~le same con­
ditions as provided by law for the loan­
ing of county and school moneys . " 

This section 1 rovidea tho me t hod by wLicl, ti1e Boar d 
of Al dermen of the vity of ~orth Kansas City ~ay select a 
de~ository for the fands of said city, and the depository 
must be duly selected i r accordan~e with this section . 

~'he Missouri Legislstur·e i n 1937 , at page b02 , Laws 
of Mi ssouri, 1937 , enacted what is IlO • -.lectior. 8 183 , n. s . 
J.1o ., 19;,9 , which section provide s it.1. part as fo llows: 

"Iot1rlthstandirg ar.y provisions of l aw 
or t..1i s sta "t;e or of any political sub-
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div ision thereof , t he oublic f unds of 
ev~ry .~ :. .:- city, ~- -;:- -;} wh ich shall now or 
hereafter be deposited in any ban' ing 
institution acting as a le ~al depository 
of such funds under t he provisior.s of 
t he ~tututes of ~ issouri r equiring the 
l otting and deposit of the same and the 
furnishing of security therefor, shall 
be s ecur·ed by the said legal depository 
making deposi t , a s herei r after provided, 
of securities of the same character a s 
are req~ired by Section 13086 and all 
amendments t hereto for the security of 
fUnds deposited by the Sta te Treasurer 
under the provisior- s of Article 1 and 
2 of ~hapter 87 of the Revised Statutes 
of Uissou ri 1939, and all amendments 
ther e to . -:· -.. 11 

This sectio1 provides that banking i nstitutions may 
pledge t he same securities to secure the public f unds as 
may be usea by them yo secure the State funds deposited 
by the vtate Treas~er in the St ate 's legal depositories . 
'l'he kind of secur ities that may be pledged by the banking 
i nstitutions to secur the ~tn te funds are set forth in 
Section 13086 , h . s . Lio., 1939 , where reference may be 
made for the characte r of securities that may be pledged. 

The Act of J une 25 , 1930 , pa ssed by 0ongress and 
appr oved by the Fr e sidont , 12 o. ~ . G. A., &ection 90 , 
provides : 

"Any association may, upon the deposi t 
with lt of public money of a State or 
ruq pol itical :Jubdlvisi ~ll tner eof , }ive 
security L'or the safekeeping and prompt 
payment of t he money so deposited , of 
the same kind as is authorized by the 
law of the State i n which such associ ­
ation is located in the case of other 
banking i n s titutions i n the St a te . * * 
* i'· * . 11 
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And , therefore , since the effective date of said Feder a l 
Act , National 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 et~ te i n ~hich said associa­
tion is l ocated. The effect of this sec tion is that I,ational 
banks l ocated in bissouri , to secur e publ ic funds of the 
r espective political subdivisions of the &tate , may pl edge 
the same securities as are set forth in Section 13086 , supra . 

COliCLUSlON 

It is our opinion , therefore , when the Board of Alder­
men of the City of l.orth Y..ansas City dul y selects the de­
positor y for its publ i c funds , in the manner as set forth 
in Sec tion 7160 , supra , and the ~tatutes of ~isoouri , the 
~ational bank i n question , if it is so duly selected, may 
pl edge the same securities as set forth in Se c tion 13086 , 
supra . 

Respect fully oubmitted 

COV.t!.LL R. HE\" I!T 
Assis tant Attorney General 

APPROVLD: 

ROY MeKI .. :'l'RlCK 
Attorney General of ~ issouri 
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