
Dl·~~i.S i~ND BANKI~G : 
llNICIPiili ( ORP01Al'l01\S : 

r3('.r,J..,i;:, : 

5avinrs banks may not invest in munic ­
ipal bonds when the bonded debt of the 
city exceeds 5o , under Sec . 8102 , 1939 . 

~ on . D. • • arrt sol"' 
Co m1rt 1of'rr of Flnance 
Jeffer~on ~it, , ~i rsc~ ri 

Deo.r r . Hn.rr1E.on : 

r!ay 9 , 1942 

Tr1s 1e t.o ooknowleof-e r eceint 0f your. 
r ecent ~q n :n ~!ch ym1 rcq•t ct o~r onlnion . 
que::- t 1 s founr in tl:"o .let 1 erf' f r o.., the ..Jond 
th~ CoJ'TUTio r ce l'ru st <.,omoany of KanEae City , l iQ .. -4-... , 
we herewith ~e t forth oth letters, o~ follo~s : 

1 . " One of our cl11nt!l rec•n t ly nl o.ced hi s 
b,trln('as in tho ~ o.nds of a trnst depart­
ment, nnd one of t he requlre~onts i n the 
t r" Ft AFrf'0'1\ent ~tstes that the trust 
depa1•tment may purcha~e i ~·sourl mun1c1-
~rl bonde prov1 ed ~o.ld bondr co~fonB to 
l c s overnln~ State v QV in! s .janks of 
Mieeolri . .. , recently .ubmitted to thin 
t r. ~t 1epa~tmcnt a bloc of bon s to be 
con~idered fo r t his oart1cular ~state , 
and the question wa~ ralsed ae t o wh3ther 
or not tbi~ purtlcul e.r block of bond 3 
could quallfy ao the p; r oss debt of the 
city wa~ 12 , and after deduct.:.n tLe 
~ater end 11pht bonds t h1e city rod a ne t 
debt of 2% of the assessed val ation . 

"o r a ttention ha~ been called t o Sec tion 
ol Cc.. , t:ho fo11rtt t-ee tlon thereof , r lch 
etftA~ '~11ch oonded debt doe s not exceed 
5~J .' .. e wo..1l d like t o hnve an lnter-oreta­
t ion of t h lc ~ection a~ to whethe r the s% 
mean~ th6 rro·r or the net debt . " 

2 . " ~.e have your lett r of l·'"prll 2 ) , in whi ch 
you as1 u~ to p. lvc you ore po.rt1c~ lar in­
for:no.tion w1 t h r eferen e to r~unlclpu l 
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Ron . D. R. Harrison - 2 - !·ay 9 , 1942 

bonced lndebtedneE:fl , and we enclose here ­
~lth a ci.cul ar on the city of Kennett , 
isso ri , whi c clearl y brinfs out o~r 

oolrt ln que~tion . 

" The total bonded debt , includinr the 
~60 , 000 lectrlc Livht Plant bcnda , i a 
~201 , 000 , or 11 112 debt , ~nd after de­
ductin£ the .. atenorks nne Lirht Bond~ in 
the a~o nt of lCf , OOO we have a net bond­
ed debt of ~35 , 000 , or 2% of the a~s~feed 
valuation . It ir co1mon practice to ded 'ct 
the waterworks and lirh t plant c~nd :~~lPe , 
they being clastod O.fi o tlllty ana ~eiur 
self- sDrport•n- . •Iharefore , the a~c~nt of 
tho ta" 1 vied on the voluot1 on wonld be 
for thn pJrnoee or paying the 35,000 bonds 
~rich ~ere is~ed for othor purposee . 

\lhi l e all of tl:! ~.2<.1 , 0\,0 bonds are payo.ble 
front an ad valorem tSJ, PUCh ta.x ls not 
gener ally levibd ae the utlllty boud~ are 
sel f - s1pnortlne ond are pn1d from the eo.rn­
tnrs of ~h~ u tility . 

" e , thereforo , would llk~ to hRve n ~1ling 
as to the interpretotion of th~ bonded { ebt 
as r~f~rred t o in '"~Ur letter - r.hether we 
should consider it n~ a total oonded oebt or 
tho net bonc1*'d rlebt . " 

The above lettflr~ t!tate tr~o.t thP clty of Kennett hae 
a [' roes bonded inoebtednees of ~201 , 000 ; l n6 , 000 of v·hich 
are aterworks and lectrlc Light Plant - rnd s and v35, 000 
are other ~ended indebted~~ns ~f the Lity of Kennett . It ls 
also sta ted the. t the .lf6 , 000 .. a ter,1orks and Elec trJ.c Light 
Pl ant bonds are , eee~inrlt , cla~~tf1ed as dirferPnt from the 
,.35 , 000 other t-ondf\d lnJeb"-eC: ne~e of the city, for the ,..eaeon 
that utili ty bonds are self - eupportin ; thPt it , the debt is 
payabl~ out of the ear ninr so ... the utili~if"~ , nott~lth~tar.d:n["' 
the rac t that both principol nnd interest &re ;>ay:.:. Jl(" rr~m 

unl! T. ited ad valore~ taxe~ which may be levi~d ~pon nll th~ 
ta,abla property located ln the City of Kennett . In other 
words . !he., zall the ;201 , 000 the gr oes debt of tre c1 ty , and 
after ·educting the $166 , 000 ~aterworks and e lectrlc Li~ht 
Pl ant bone~ fro 1 the total lncebtedness , they call t~e 
""35 , 000 the net debt of th ... city . The ...,3:- , 000 \·af! evi 'en tly 



Hon . D . TI . Harrison - 3 - May 9 , 1942 

voted under the provisions of ~rticle 10 , Section 12 of the 
Constlt ti ..,n of .... i~so 1ri , and the .... 166 , 000 under the pro­
visions of Articl e 10 , ~ection 12n of the Constit·tion of 
Mi~so..1 r1 . 

f-ection 1~ , suora , 1: ... 1 ts the SJ!'Iount of de ·_ t a city 
of the size of Kenne tt ~ay vote to five per centum of the 
value of the taxable property therein, and ~ection 12a, 51pra , 
stat es that cities uncer t~lrty thousand poo l~tion , of w~lch 
Kennett 1 t1 one , "t!ay vote 1~1 ot e.Tceedi~ :1n aadi t lonal ten --er 
cent,~m on thn val e of the nr ooert 'f therein "or the > 1r~ose 
of p r charint or construc tine ~ater~ork~ , ice olanta , el~ctrlc 
or other ll ht 'Ol anta , to be cwned excl.J~ively by the city 
~o o~rchasin~ or constructinr the s a~e . " ( nderscoring 0ur sl 

lfter the n'ove state~ent of ~acts, ~e c~me to the 
question w~lch they a~~ . lnG trust co~~any ~tates ,hat they 
have a truet arree~ent in their trust department whi ch pro­
vides that they ~ay purcha~e i .souri ~~nicipal bonds , pro­
vided said bonds conform wi th the laws overnin~ savinro 
banks in the State of ~i s~ouri . 

Section 8102 , R. s . ~o . 1939 , sets forth the class 
of securiti es wrich ~ay be purchaaec oy savin;s banks in thia 
state , nnd the fourth eubdlvislon of ~ai d ~ection , appli cable 
herein , provides : 

"Fourth - In bonds of any city , county, 
to~ , township or ~chool distri ct of this 
state that nas rot cefaulted in the pay­
ment o~ any part of either ~rincipal o r 
interest thereof , ·i thin five years 
previous t o l"aldnr such i nvest-nent; and 
provided , such bond~d debt coeE not ei= 
ceed flve per cent . " 

It will be .otod that ~niclpal oonds ~ay be purchased 
by raid ~avinrs banks , provided such bonaed de ot do~s "lOt ex­
c~ed five per cent . ~is ~tatute oes not make any cistinctl0n 
between the different kinde of municipal b~nds , w .ethe r they 
be peneral bonds v0ted und8r ~ectlon 12 , hrticl e 1~ of the 
Constit·1tion of i sscuri , or whether they be waterworks and 
e l ectric light pl ant bonds voted under ~ectlon 12a , Article 10 , 
of the Con~tit11 ti on of U!?souri . 



lion . D. R • .Harri~on - 4- ay 1 , 1942 

The statute doe s n0t make any distinction between 
the dlffereut Kinds of bonds of a city , whether they be 
general bonde on a city or a terworks and electric ligh t 
bonds, or any otLer '::Jondt· . ~ 11 nre obl 1€ations of the city 
to pay. and 1 ~ ""~roperty therein is lia ule theref-r, ·n rour h 
Pn ~d v lore tsy . The Ler.isla~ure intended thnt ~rvlngs 
.:>ank ~!'I lo not invest their a:::[lets in onds of n city where 
the '"'' eel debt. exceeded flve per centu'l . 

'Ibe combined bonded lndebtednes l:' of the C l.tY of 
~ennett , according to the ca~c~1ation of the Co~P-rce Trust 
Co pany , is a T' r Dxirnatel y 11!% . Therefore , 1)onds of the 
City of Kennett ~ould be inelip1b1e for inv~r r~~ . ~for the 
tr.1~t estate menti oned in their letters , ~or the reason that 
fUCh bonded debt exceeds flve ue r c~nt-......"1'1 , a~ provic. ed in 
Subdlvition 4 , .. cction ~102 , R. ~ • .• o . 1939 . 

J~ ~-.:;vEt : 

ROY I!.cKI'T''JPICK 
Atto~ney General 

CRH : NS 

Re soec tfully suh~n1 tted , 

cv L ' . . r 1. r'.t' 
nr~istant Attorney General 


