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SCHOOLS: School district may not·- fnvest .funds ·· 
SCHOOL DISTRICTS: 

BANKS AND BANKING: in savings deposits. 

March 2~ 1959 

Honorable LeROJ 8ru)qraas 
Prosecuting Attorn•)' 
MUler County 
'l'uacumbia, Misaour! 

D•u Sirs 

This is in response to your opinion request dated 
September 25, 1958, Which N~ada as toll owe 1 

~several ecnool datricta 1n IU.ll•r 
County, M1e•o\U91, hav• 1ilQU1re4 ae to 
whe-·th$1' or not euch diatrtc.Jta may 
legally and lawfully ~epea1' surplu.s 
f'unda 1n savings account, dr~tling in­
terest thereupon trom bank11J incorporated. 
under the 1&118 of' Jl1saour1. 

"I underetand that federal banking regu­
lations make provision$ that a bank may, 
it it desires, requ1r• 30 days notioe 
betor• withdrawals. 

"I further understand that federal banking 
regulat.ione prohibit banks fi'Om paying 
interest on ea.ving accounts to State, County, 
Cities, etc., but that banks may and are 
permitted te p~ interest to school districts 
on sa.vinsa aecounta. 
11The specific question that I would like to 
have an opinion upon is twnether or not a 
school district may l~gal.ly and lawtully 
depos1 t surplus funds w1 th banks on saving 
accounts to draw interest.•" 
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You are correct in your atatement that under ted.eral ba.nkin& 
regulations banks I'Dlq pay inter•at to school d1str1eta on savings 
aeeounta. In a ruling ot the Board of Governors ot the Pe4e:val · 
fteeerve System., tound in the November, 1937, issue .ot the Pi!deral 
ae•erve Bulletin, it na helcl that a ach.ool district is an 
"organization operat;•4 pr:Unar11J tor relig:tous, pb.1lanthropio, 
oh.ar... 1tab.··le, eduoat:Lonl\1 1 trat•mal or other similar purpoMa and 
not ope.ratH tor prot1'" and. .. therefore, that 4.,aa1te ot school 
41at:v1ota may b• clue1t1e~ bJ P•4•rral R•aerve 81ember banks aa 
sav1asa ct•poe1ta, upon which 1nlereet may be paid .. 

Tb1a 1a c>nl)' pariiallJ 4eten!nat1Ye of the problem, how•ver. 
Aa tar aa tne bank is concem•d, it may aeeept aav1nca deposita 
tor school 41St%"1ota. but there ia 'he t\tr~er question as to the 
authorit7 ot the acb.ool cliatrio~ \o invest it$ funds in savings 
depoai \e. It baa trequtntl.J be•n •tated that a school district 
ia a subQrdinate acency, subdiv1a1on or instrumentality or the 
•tate, pertol"'ltift8.\be eonst1tut1onally imposed du'7 ot the state 
in the cond.uo' and !laint4tna.nee ot the public achcola. It ia a 
creatur• ot the Leg1,alature, the government and control ot: which. 
is vea._ed in a board e>t education. Its board is what the statute 
~·· it., bavift8 only a~ueh pcnrer• as ar• dele&ated. to it or sueh 
aa may be der1 ved tl*!thtom (SchOol Diet. No. 6 ot Jackson County 
v •. Shawhan et . al. 1 Jlo. App. 1 273 IW 182, 18~! Wright v. Board or 
ltdueation ot St. Louis, 295 Mo. 466, 476, 240 SW 43; 56 C .J., 
Schools an4 $t)hool Jiat:viets, pace 193 .. S.otion 46, page 294, 
S.ction 152 • P*$8 )31, Section 202) • CGrU!IItquently, in the invest ... 
::.ii:..ut or fUnds the board ltlu&t look to some statute tor its authority 
to do ao. 

Auth.()rity 18 expree.sly given beards ot directors or sehool 
districts to invest aurplueea accumulating in the sinking and 
interest funds in. bonds of th• tln1te4 States or bonds of the 
state of IU.saouri (section 165.063,. liSMo, cum. Supp. 19571 
Seetion 108,.200, lUDto 1949). By vix>tue of Section 7 of Article 
IX, Constitution of Millsouri., 1945 .. and Sections 171.010 -
171.110, RSMo 1949, ttl$ aoun'ty court is given authority to invest 
the . county aehool ttmd and tbe townsbip sohool fund in government 
bonds. Also, by xo.eterence to the laet .... mentioned 8ect1ons, sur­
pluses exi•t:t.ng in the county treaeury credited to a oommon school 
41at.r1ct ma.y, upon application ot the directors, bfl invested. by 
the county court in g.overnment bond.e, 1.& ., ••1n the same manner 
as towneh.i:p school funds are invested." (Sections 165.243 and 
165.247~ RSMo 1949.) 
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Honorable LeRoy 8no4paas 

Prior to 1957 theM were the OnlJ provisions tor the ~nvest• 
ment ot oebOol tumla. 

seott!: ~~~:ll~~~=:r.Q!.~•:::'l.t;~~H::s;n~i1!u::eeiitma;ende4 
theMO't ""• aa toUoat 

"Shoul4 'he bO&M have -~•t 1ft the teachers t, 
incidental. bld.ldins, •UUt~ or :t.nterea\ 
tunda Wl11Ch wlll not. be 068cle4 tor! a pe•lo4 
of at least eta •ontns t~r the purpose tor 
which th• llloM1 . wu rtt(f•l>vfl"l, the b0$1'4 mq, 
it it .d••• 1t actv1aable; U.v••t til• tunda 
in ei\h•r opt.n tlJDit depoJ1ta tor ld.netr d&Ja 
or eert1t1catea of depoett :1n a 4epos1 tary 
selected b7 the board, prov14e4 '\:he depoa1• 
tat'7 J:lAa 4ep•a1tH •~ur1tiee un«•r tbe 
prov1e1one ot ••ct1ona 110.010 aM 110.020, 
JUJMo, or boncls of the etat6 ot Jl1$sour1, ot 
the United Statea. or ot any wMll;v ownea 
e:orpo-ra.tion· ot th& ttn1Ud $-taMe prov14•d 
the bonds are redeemable a' matt.u-tt¥ at par, 
or in other ahort term obligat.1oas ot the 
Un1 te4 Sktea. No open tllDe clepo:~.aits 8lulll 
1>4 made or bonds puxsohase4 tQ mattU-e beyond 
the date that the tunda are neecled tor the 
purpose tGr Which they weN Hold. ved. by the 
school district. Interest a.ccr\ling from the 
investment ot the surplus tunda 1n auoh de­
pos1 ts or bond. a shall be cre41 ted to the tund 
from which tile montty was invested." 

You will note that this eection authorizes investment of 
su~lus funds in "open time deposits te'Jr ninety days or eert1i'1-
cates ot deposit 1n a. depositary scUeete4 by the board." but says 
nothing about savings d$pos1ts.. · 

In banking parlance, "'savings •epos.i t" is not synonymous 
with either "open time deposit" or "eertlficate of deposit." 
Virtually every bank in the state is governed by the regulations 
of e1 ther the Board. o£ Governors ot . the Federal Re-serve System 
or the Board ot Directors of the V.aderal l>eposit Insurance 
Corporation with respect to the payment of deposits and int$rest 
thereon. Congress has given authority to the Soard of Governors 
of the Federal R~serve System to define the terms "dEm~and 
deposits," "gross demand deposits," "deposits payable on demand," 
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Honorable·Leltoy SrtodfP"aaa 

"t1o 4epoait .• ," uaav1nge cl•Po•t~•l' anct. "twat tuncia" 'br the 
prov1a1ona ot 'title 12; 8eot1on 461, V.a.O.A. OOlllpar&ble 
autaon t7 wae at. ve:n to 'he haN et .1U.r$c\ore ot •W. J•t•ral 
»•pe•tt In.auanoe Co~l!"ation 11\ !llle 12, $eet1on 18ii(.). 
V,li.C.Au to «•t~n:e "46llan4 dftpG&1t.a,"' "tillfD de:poeita" .and 
"sa•~• depoet'fi•.,. · · 

Punu.ant to that authoritJ, bCi}th the JQard ot flQ"f•mora 
of iilte fHeral leaerv. $t1te. and, 'he· Bo~ ot lli.PHWI'. ot 
the re4eral ··~·it lna~anee CctPpQi;'&~10D ...... def1ne4 \he 
t•rq •cl•e.n<t 4epf&tl1 " "'a. 4tlPOil•" ·and "aavinp 4•pot1 t. " 
:for the recteral. ll9HJWV. ,.,., .. , ~ ftf1Aiti!10U .aft toun4 in 
the Code ot ••n1 ·a-.li!t1cma, il$i.,le 12,.. s"~1on 211.1. 
:ro:- the Pecie.al.·-.,...;lt; lna~an••· e .. .,.,u•e;t'ion, \ll$y are tound 
1n ~e COd• ot ,..._r~ B•PJ.at1on•, '1tl.e 12, · S.ction 329.1. 
While not tc.t•nt1cal. , th• 4•.t1n1\ion•. · •t '" \wo aa~olh are 
aut:uatant:Lally the same, anti thole ot tile reeeral 1\eserve Sy$tem 
read as tollont 

''(a) Jleaam.t. depesit:a. 'fhe term •&lf 
depoa1t whillh 1a pa,-at»le on «•mand•, 
h.ertU.uatt&r, reteJ!re4 to aa a "dema.ntl 
depoa1'"',. tnolwies every <lepG.ait which 
ta not a t\ime 4•po:e1\' or •aav:Lnp 
4epo•it•~c as 4etine4 ln thia attction. 

"(b) 'fime 4epoaits. The t,&x-m •ti.lne 
deposit&'" meana •time certi1'1oatea ot 
deposit·• an« t:time 4•poa1ta, open 
aoeottnt', a.s detinet& in thi$ 1ec,1on. 

"(c) Time ett~tifica\es ot deposit. The 
term 'time eertit1cat.e ot G.eposit• means 
a deposit •vi4enc:ed. b7 a. •sotiable or 
normegotiabl•in&t.rwnent \l$1'0b p"v14ea 
on its taoe that tne amo\al'l\ ot $.UGJh 
deposit is payabl• \o bea~~ or to an, 
apec1f'1e4 pe~aQn or to hia ONe~: 

(1) On a certain dat•, llpttc1.fictd in 
the 1nstrut~ent, not lea a tman 30 day a after 
the date of the deposit~ or 

(2) At 1$he exp1::vat1en of a ee:artain 
speeit1e4 ttme not less than 30 days after 
the date or the instrument, or 
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f 3) . Vpon no'J.ce .. in. Wl'1~1ng. Which 1• . 
e.ctwl7 r~ure4 tq lle givett Aot le8fJ than 
30 4-&J& b•tere· t .. «ate of "'apJ81it.; and 

.. Ul4 (~,:;1.0;,a;:: t:i{#t~Hetntat1on 
•(•l tilile ~·t..••· Gpetl aeeoat. t'he tea 
•t~ ()~oait·t ... ·~pe .a~o~~-· ~• .. a. 4•posit~ 
ot-~r than « ·• tb)e. eer.tit~••H" . •t ••~•1 t • ol' 
-.. •aa~ tuO•t~··· .~til ... ~ltOt to wht~h. 
t)here .1a. •Ul .t~ro.•. -. tW1*.1i-. ••n••••t wttb ~~. 
;qposltQl,'.-.th•t -~t.- .~JJ..e,:'tf)U)l~: .. ~i' alt7. P~ 
· of 4\I:Oh --~.1ta •aJ. -~· wl'h«N\Jfl\1 . \lf . eheok Ot' 
o~84i, . »f~Lol'. to t.J\e a..w. tit ·aat\U'i ty, 
whtoh f!hal1 bt not leaa "han 30 4-.rs after 
_t:he ute .ot the 4epoe1.t,. or pr~or to the ex­
plr«tion ot ~· .per1Qct. of notJ..ce 1f}U,$h ~~Uat 
be &ivan b7 the 4~a1to~ in ffi'i~n& no-t leas 
~ JO 4qa in advance ot llflthd:rawal • 

"(e} $aV1n$ts. ®poeit;~.. !be t;erm •aav1ng• 
depoa1t' mew a c1epoBit, e"f14..need ·. by a 
paaa book, cqnoj.etins or ~.1\l ~·pf)alted to 
tb.e eredit ot one o~ more ind'1V1<lu.Us,. or 
ot a oQrpor:at1oA:. 48lloo1at1on or other or ... 
gani&ation operated primar1lr tor religious, 
philanthl'op14, eM.rita'ble~ e4uoattonal, 
fraternal or o.ther · simUax- pu~aes an4 no' 
o.p&~ated for ptot1 t J or. 1l1 wb1eb the entire 
beneficial interest ie he14 bf one or more 
1ndiv14ual.s or by such a corporation, associa­
tion or othe~ organization, and in respec-t to 
whieh 4epositJ 

(l) The d$polli,tor 1a requir,cl, or ma.y at 
.arq time be l'.;qu1H4, oy th•· bank to give 
notice in w;r-1 t1ng of an tntend.•d withdrawal 
not leas t-h.a.n 3.() day~J be to~ auoh w1 thd.rawal 
is made; 

( 2) Wi thdr~wala are peflll1 tt•d in only two 
ways# eithe-:t' (1) upon preaentation of the 
pass book, through paym4nt to the person 
presenting the pass~book1 or (11} without 
presentation or the pass book, through pay­
ment to the depositor himself but not to any 



otheJ~ person wnetker or not a.ottng tor the 
4 .. 1~):1. 

"fhe pnaertktion bJ &nJ Gttie•r, aatnt Or 
empl.oJM ot the l>ank ot a .. paaa 'boo-k en- a 
4upl1oa.k thereof. N~a1De4 b7 the bUlk or 
b7 8.ftJ ot 1t. a ottio.er., &&P'a o .. i' eapl~tea 
~· not a, prctaentatlon ot the paaa beolt wi~n 
t~UJ JD4taning o~ ~· part -..pt. a.w the 
paea bo«Jk 1• bel4 '' tl\t baak u a p..n ot 
an estate ot Whioh tht b.U ta a tftatte or 
otne• ttt\ui)tan, cw ... M ·tbe »ao boOIC ta 
._14 b7 'he baftlt u eeovttr tor- a loait. tr 
a paaJ b.Mk is t-eh1Mtl Q' the bank, 1' 11&7 
n•t lHt 4el1ve~ to arq iMNoa .-.r tban 
the 4epoeito7! tor •• PU170•• ot 8Mbllng 
such "·raon . to. '· ". ·etnt the paae bOok 1n or<ler 
to make a withdrawal, althoUglt \ht bank may 
4tl1 ver the pus bQOlc ,., a 4ulJ aut;hor1aed 
agent ot the 4epoa1tc;u• tor tran&ilt•tal. to the 
clepaitor. 

"Every w1 thtlrawal made upon pr6MJ\tat1on of 
a pa.aa book shall be entered ·1n the pas• book 
at the tilDe ot the ld.thdra.wal, and eveq 
otne~ w1 tmdz-awal sball be entered. 1n the pass 
book as aeon as praet1cable after the with­
drawal is lilade. 

"The term •eavinsa deposit • lU.ao JDeans a 
d.epce1t evidenced by a written receipt or 
agreem~nt although not by a p•aa book, con­
siat!ng ot tunds ot the kind described above 
in thi$ paragraph and in resJMtOt to which 
deposit the depoa1 tor is required, or may at 
aey time bet required, by the bank toJive 
notice in writing ot an 1n~ed wit rawal 
not less than thirty days betoxae suoh with• 
drawal is made, and withclr~ala are per ... 
m1 tte4 only through payment to 'he depositor 
himself but not to any other person whether 
or not acting for the depositor.~ 

'!'he Legislature, 1n Section 165.110, aupra, is presumed to 
have used the words "open time-deposita" and "certificates of 
depoai t n as those terms are generally understood in the banking 
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J;t 1• 'Jat op1a1a· Of ,btl .otf1e. tba' UbCJOl 418-i'leta _. 
no~ au••n•a to j.n,ve~K e.nr :ot. \heiJ' fuJ'd• in •vtna• a..,.atte ~ 

.. . tl'l•. '.o .. rr.ao·ln.s. op1111on ..•. Jtt:1cU1 1 ~"h' &~»Prove, wa. •",...... t7 D1J Aa·a1atu.t,. lou lh l:nalta. . . 


