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City o~~icers may-purehase 
securities with customers' deposit 
funds. 

June 10, 1938 

Mr. J. F. Hensley 
?4yor 
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3 
City of l<'ul. ton 
L'\11. ton, Lt1 s smri 

Dear ~ir: 

This is to acknowledge 
in which you request the opinion 
the question therein submitt ed. 
is a s follows : 

your letter of May 23d , 
of this Department on 
Your letter of request 

"As iUa.yor of the City of .tt\U ton. 
i ssouri. a City of t he third 

class , I desire to obta~ same 
legal advice. 

" The City of F'ul ton owns and 
operates M.unicipal Gas . Light arui 
Water Systems . A deposit is re­
quired from all consumers be fore 
these service s a re connected for 
use . • ... t the present time we have 
ba l ances of approximately $1726 
in the Ga s Deposit b\rnd, ~622 1n 
the ~le ctr1c Deposit F\md and 
2781 ~ the lJa ter Deposit F'md. 

As the new deposits during any 
one month ba1ance or nearly balance 
of'f the '111 thdrawals. the money is 
lying in the bank drawing no 
interest, while at the same time 
we a re paying interes t to the con­
sumer s on ~eir deposits . 

" ~Y ques t i on i s whether or not 
the Ci ty has a l egal right to 
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invest thi s money in good securit7 
i n order to ob taLn a li t tle r evenue. 
Such securities a s I have 1n mind 
would be our o~u ~unicipal Bonds , 
or tax bills for Street Improvements, 
leaving a small r evolving fUnd 
sufficient to take care of all with­
drawals that might occur.• 

' 8 note that t he City of Fulton i s a city of the 
third cla s s and also that it does not have a board of 
public works. T.he management of the various municipally 
owned utilities , we a ssume, are managed and operated di­
rectly by the City Council through its a gen ts . 

In your l etter of request you s tate that the City 
has more than ~ooo.oo, which money has been deposited by 
the u sers of gas , e lect ricity and water, and that same 
r e .JIB.ins approximately at that sum at all times . You desire 
t o know whether , 1n our opinion, you may purchase high grade 
securities with thi s money so deposited with the City 
authorities and ob tain same r evenue,in view of the fact that 
you pay interest to the various depo s1 tors of the above 
money. · 

The dire ct management, operation and control of 
the above utili tie s being directly under the supervision 
of the fiayor and the City Council, and they having the 
re spons ibility of t he operation of sme, we can see no good 
reason Why, 1n the exercise of tbe1r discretion and best 
~udgment, t hey wou l d not be permitt ed t o invest thi s fund 
in high grade .securities. or course, they should keep on 
bands in cash a sufficient amount to take care of t h e with­
drawals at all times. If we understand the situation 
correctly, t h e reta~ng of this fund by the City under the 
present conditions i s at a loss to the City f or t he reas on 
tba t 1 t pays 1ntere at on thi s .fund to the depoa i tors and 
receives no income, s o that either the various municipal 
plants pay the interest or it i s p.id out of city r evenue. 
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~t i s , thereCore, our opinion that the City 
Council mar, i n its discretion, buy high grade gilt­
edged securities and thereby derive some interes t ~om 
the rund. T.he ci ty authoritie s should exercise extreme 
care in choosing t he securities so purchased. 

Very truly yours 

COVELL R. Hh"'WITT 
Assi stant At t orney- General 

A,t-Jf'ROV.l!.D: 

J. E. TAYLOR 
(Acting ) Attorney- General 

ORHa EG 


