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- - QUESTI ON PRESENTED- -

Whet her Treasury Securities, the ownership of which is evidenced
by Treasury Receipts, are securities which are eligible to be pl edged
by a financial institution as security for the repaynent of a deposit
of public funds by a public corporation pursuant to N. D C C
§ 21-04-09.

-- ATTORNEY GENERAL'S OPI NI ON- -

It is ny opinion that Treasury Securities, the ownership of
which is evidenced by Treasury Receipts, are securities which are
eligible to be pledged by a financial institution as security for the
repaynment of a deposit of public funds by a public corporation
pursuant to N.D.C.C. § 21-04-009.

-- ANALYSI S- -

Public funds, as defined in ND C C 8§ 21-04-01(5), of a public
corporation, as defined in ND.C C § 21-04-01(4), nust be deposited
in the Bank of North Dakota or in financial institutions which have
been designated as depositories pursuant to ND. C. C Ch. 21-04.
N.D.C.C. § 21-04-03.

As security for the repaynent of deposits of a public
corporation, in lieu of a personal or surety bond a financia
institution may pledge securities to the public corporation in the
anount of $110 for every $100 of public deposits. Securities which
are eligible to be pledged include, anmong others, bills, notes, or
bonds issued by the United States governnment, its agencies, or
instrunentalities. N.D.C.C. § 21-04-009.

The term 'Treasury Receipts' is the product nanme given by
certain investnment bankers, such as First Boston Corp., to the
i nstrunents evidencing the ownership of future interest and principa
paynments on certain United States Treasury Notes or Bonds (' Treasury
Securities'). The interest and principal paynents on the Treasury
Securities are direct obligations of the United States of Anerica
The Treasury Securities against which the Treasury Receipts are



issued are held by a custodian financial institution ('Custodian')

pursuant to a custody agreenent entered into between the Custodian
and the holders of the Treasury Receipts (' Custody Agreement'). The
Treasury Receipts are issued by the Custodian in registered form
whi ch neans that the Custodian nmust maintain a register in which the
nanes of the holders of the Treasury Receipts are registered.

Payments of interest and principal on the Treasury Securities, when
received by the Custodian fromthe United States Treasury, are, upon
surrender of the appropriate Treasury Receipts, paid by the Custodian
to the registered holder of the Treasury Receipts in the manner
provi ded by the Custody Agreenent.

The sole obligor with respect to the Treasury Securities is the
United States of America.

Any registered holder of a Treasury Receipt may wthdraw the
Treasury Securities evidenced by the TR by surrendering the TR at the
appropriate office of the Custodian in the manner provided by the
Cust ody Agreenent.

Each hol der of a Treasury Receipt nust enter into and execute a
suppl ement to the Custody Agreenent by which the holder agrees to
deposit certain Treasury Securities with the Custodian in return for
the issuance to the holder of the particular TR evidencing the
holder's interest in such Treasury Securities. The holder of a
Treasury Receipt also agrees in the supplement to be bound by the
terns of the custody agreenent.

Correspondi ngly, the Custodian, in entering into and executing
the supplenment to the Custody Agreenent, acknow edges the receipt of
the Treasury Securities described in the supplenent and recognizes
the ownership interest of the holder of the TR to the described
Treasury Securities.

Therefore, it is ny opinion that Treasury Securities, the
ownership of which is evidenced by Treasury Receipts, are securities
which are eligible to be pledged by a financial institution as

security for the repaynment of a deposit of public funds by a public
corporation pursuant to N.D.C C § 21-04-009.

The issue of the discretionary requirenment of NDCC 8§
21-04-09 requiring that pledged securities be delivered to a
financial institution for safekeeping has been the subject of a prior
opinion of this office. See ND. Op. Att'y Gen. 85-21.

- - EFFECT- -
This opinion is issued pursuant to N.D.C.C. § 54-12-01. It

governs the actions of public officials wuntil such tine as the
guestion presented is decided by the courts.
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