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GeraLD €. MANN
ATTORREY GENERAL

Honoradle Jno. Q. McAdans
Connissionexr

Dopartment of Panking
Austin, Texas

Dear Llir, MoAdamsg

Your request for a
nment 13 as followsy

mtting Hat

&
' dary lisits (and 1t
cay be somo i 3¢ are belng locat-
I \guch y Almits) of rdli-
fards permitted by
the 77th Congross

2 w11 uppreciate your opinion as to
vhether the Nationanl Cungregs acted within
its rights when it approved a law permittiing
branch banking in Etatos where such facilli-
ties are dofinitely ur<hibitod.®

The poertinent portions of 8 1803 aro as followsy

"That section 3158 of Revised Statutes of 1373,
as acended (003000”t1t10 12, BO&¢, m' ¥.8.C.,
Supp. ¥, title 13, seo. 38), be Jurther acenled

by adding the following paragraph at the end
thereof)

L Y
MMy
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*ijotwithetanding any provision of law
to the contrary, a national dbank may, upon
authorization of the Comptroller of the Cur-
rency abd subject to such conditions and
lirditations as he shall prescribe, provide
banking facilities at United States military
reservations and pary yards and stations, but
no such authorization shall become effective
or contimie in effect oxcept with the consent
of the Sacretary of War or the Secretary of

’ the Havy, whichover has jurisdiction,?®

The genoral principles of conflict of laws, as ap-
plied to banking institutions, are well settled, They are
stated in Davis v. Rixira Sav, Bank (U.S.) 40 Law Bd. 700,
as follows)

*National banks are instrumentalities
of the foderal government, oreated for s
public purpose and as such necessarily sub-
Joot to the paramount authority of the
United ftates. It follows that an attempt
by a state to delfineé their Auties or oon-
trol the conduct of thedr affairs is abso-
lutely void wherever such attempted exer-
cise of agthority expressly conflicte with
the laws of the United States and elither
frustratos the purpose of the national
legislation or impairs the efficiency of
these agenoclea of the federal government
to discharge the duties for the perform-
anceé of which they were created. 7These
prinoiples are axiomatic and are sanoction-
od b{ the repeated adjudications of the
court,

This pronouncement has recoived the approval of the
Supreme Court in numerous cases, some of which are as follows

Raston v. Iowa (U.8,) 47 Law Bl, 483}

Clement Nat$'l Bank v, Yermomt (U, 8.)
83 Law Ed, 147,

First Rational Bank & ITrust Company v.
Uhl, 94 Fed, (2) 1013, cortiorari
denied (U.S.) 83 Lav B, 1846,
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The rule has dean somevhat differently stated by
District Judge Donchee in U, 8. v. Doherty, 18 Fed. Supp.
793, as followsy

9Tho above powers given to Congress dy
the Constitution to proteg¢t the currency
pust necessarily be extended to the powver
to protect the danking gyste- and to create
fiscal agencies, # ¢ ¢ *,

The asbit of state authority with respect to
national associations is vwell defined in the following

languages

"National banks are brought into exist-
ence under federsl legislation, are instru-
mentalities of the federal govermment, and
are necessarily subject to the paramount
authority of the United States. RNeverthe-
less, pational banks are sudject to the
lave of a state in respect of their affairs
unless such lavs interfere with the purposes
of their crestion, tend to impair or des-
troy thedr efficiency as federal agencies,
or conflict with the paramount law of the
United States ., «- Firet National Bank v.
Xissouri (U.8.) 68 Lav Ei. 480,

Firat National Bank v, lissouri itself imvolved
a question of branch bdanking, for which reason wé will no-
tice it more closely.

The State of liissouri on the relation of her At-
torney Ucnéaral instituted a proceeding in quo warrante to
deteranine the suthority of the respondemt, First Kational
bank, to condnct & branch bank at another than its regu-
lar place of business in the City of 8t. Louls.

The State Supreme Court, in which the action was
brought as an original proceeding, ordered the ouster as
prayed for by the state, saying)

"The information filed herein by the At-
torney General does not inveolve the oomnigs-~
ion of an asct in conflict wvith the laws of
the United States, nor does it tend to impair
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the officiency of any agercy of the national
goveroment . It can not, therefors, be said

t0 de in conflict with tho rule above anmounced,
(supremacy of Aot of Congross over state law)
and hence does not violate 1t,* -- State ex rel
Attornay General v. First National Bank of 8t.
Louls (lio.) 249 8. ¥. 619, 20 A. L. R, ¢18,

The decision of the State Supreme Court was af-
firced by the Unitod States Bupremo Court, saying;

*Does it (the state statute) conflioct
with the laus of the United Statest? In our
opimion, it does not. The extent of the
povers of national banks is to he measured
by the torms of the federal statutes rolat-
ing to such associations, and they can right-
fully exeroclise only such as are axpressly
granted, or such incidontal poveras ag are
necessary to carry on the business for
vhich thoy are established,.®

The court furthor holds that the establishrment and
zaintonance of a branch or branches would not dbe the cxor-

cise of a necessarily imcidental power to operating the dank,
and further statedj

¥Clearly the state statute, by prohidit-
inz branches, does not frustrate the purpose
for shich the bank was creatod, or interfere
with the discharge of its duties to the Gov~
arnmont, or impair its efficiency as a feder-
al agency. Zhis conclusion would seem to be
self-cvident; dut, if warrant for it be need-
ed, 1t sufficiently 1ies in the fact that
national banking assooliations have gone on
for more than half & century without branches,
and upon the theory of an absence of anthor-
ity to establiah them. If the non-existence
of such branches or the absence of power to
create them, bhas operated or is calculated to
operate to the detriment of the Govermment, or
in such panner as to interfore with the effi-
ciency of such sssociations as federal agen-
cios, or to frustrate their purposes, it 1is
inconoceivable that the fact would not long
aince bhave been discovered and steps taken by
Congress to remedy the omtasion,®
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Supervening to control your inquiry, however,
is the Aot of the Congress horain bheing considered,
spoecifically authorizing the branch banks mentioned
therein, and which Act by all the tokens is the suprome
law of the land, overriding any and all lawe of the
state -~- wvhether constitutional or statutery -- in con-
fliet therewith.

You are therefore respectfully advised that
upen the authorities and roasoning as well the Aot is
within the powers of the Congress in the cxercise of
thelr exclusive jurisdiction with respect to the authore
izing such branch banks.

FEPR;VTIT w Very truly yours
cz’mm ATTOUNRY GENTRAL OF TEXAS
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