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SCHOOLS : School district may not invest .funds -

J

SCHOOL DISTRICTS:

BANKS AND BANKING: in savings deposits.

March 2, 1959

Honorable LeRoy Snodgrass
Prosecuting Attorney
Miller County

Tuscumbia, Hissouri

Dear 3ir:

This 1s in response to your opinion request dated
September 25, 1958, which reads ae follows:

"Several school districts in Miller
County, Missouri, have inguired as to
whether or not such districts may
legally and lawfully deposit surplus
funds in savings account, drawing in-
terest thersupon from banks incorporated
under the laws of Missouri.

"I understand that federal banking regu-
lations make provisions that a bank may,
if 1t desires, require 30 days notige
before withdrawals, ‘

"I further underatand that federal banking
regulations prohibit banks from paying
interest on saving accounts to State, County,
Cities, etec., but that banks may and are
permitted to pay interest to school districts
on savings accounts.

“The specific question that I would like to
have an opinion upon is ‘Whether or not a
school district may legally and lawfully
deposit surplus funds with banks on saving
acecounts to draw interest,'"
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Honorable LeRoy Snodgrass

You are correct in your statement that under federal banking
regulations banks may pay intereéest to school dlstriets on savings
accounta, In a ruling of the Board of Governors of the Federal
Reserve 3System, found in the November, 1937, lssue of the Federsl
Reserve Bulletin, it waas held that a school dietrict is an
"organization operated primarily for religious, philanthropic,
charitable, eduecational, fraternal or other similar purposes and
not operated for prefit" and, therefore, that deposits of school
diatricts may be classified by Pedéral Reserve member banks as
savings deposits, upon whieh interest may be pald,

, This 1s only partially determinative of the problem, however,
As far as the bank i3 concerned, it may aceept savings deposits
for school districts, but there is the further question as to the
authority of the school district to invest its funds in savings
deposits,. It has fregquently been stated that a school district
is a suberdinate agency, subdivision or instrumentality of the
state, performing the constitutionally imposed duty of the state
in the conduct and maintenance of the public schools., It is a
creature of the Legilaslature, the govermment and control of which
is vested in a board of educsation., Its board is what the statute
makes 1t, having only such powers &s are delegated to it or sueh
as may be derived therefrom (School Dist. No. 6 of Jaskson County
v. Shawhan et al,, Mo. App., 273 8W 182, 184; wWright v, Board of
8chools and School Districts, page 193, Section 46, page 294,
Section 152, page 331, Seetlon 202), Censequently, in the invest-
sant of funds the board must look to some statute for its authority
to do so.

Authority is expressly given beards of directors of schoel
districts to lnveat surpluses accumulating in the sinking and
interest fundes in bonds of the Unlted 3tates or bonds of the
State of Missouri (Section 165,063, RSMo, Cum. Supp. 195T;
Section 108,200, R8Mo 1949). By virtue of Section 7 of Article
IX, Constitution of Missouri, 1945, and Sections 171.010 -
171,110, R8Mo 1949, the county court is given authority to invest
the county sehool fund and the township school fund in government
bonds, Aleo, by reference to the last-mentioned sections, sur-
pluses exisgting In the county treasury credited to a common school
district may, upon application of the directors, be invested by
the county court in government bends, i.e,, "in the same manner
as township school funde are invested.” (Sections 165,243 and
165,247, RSMo 1949.)
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Prior to 1957 these were the only pravisiens for the invest-
ment of schoel funds.

In 1957, the General Asaembly, by House Bill No. 51, amended
Section 165, ile, REMo, Cum, Supp. 1957, sc that subsection 7
thereof reads as follows:

“Should ¢the board have monéy in the teachers!?,
incidental, building, sinking or interest
funda which will not be needed for a period
of at least six months for the purpose for
which the¢ money was received, the board may,
Af 1t deems it advisable, inveat the funds
in either open time deposits for ninety days
or certificates of deposit in a depositary
selected by the board, provided the deposi-~
tary has deposited securities under the
provisions of sections 110.010 and 110,020,
R8Mo, or bondas of the state of Missouri, of
the Uniteé States, or of anz wholly owned
corporation of the United States provided
the bonds are redeemable at maturity at par,
or in other ahort term obligations of the
United Statea, No open {ime deposits shall
be made or bonds purchased to mature beyond
the date that the funds are needed for the
purpose for which they were received by the
school district. Interest aceruing from the
investment of the surplus funds in such de-
posits or bonds shall be credited to the fund
from which the money was invested,®

You will note that this section authorizes inveatment of
surplus funds in "open time deposits for ninety days or certifi-
cates of deposit in a depositary seleeted by the board," but says
nothing about savings deposits.

In banking parlance, "savings depesit” is not synonymous
with either "open time deposit” or "certificate of deposit."
Virtually every bank in the state is governed by the regulations
of either the Board of Governors of the Federal Reserve System
or the Board of Pirectors of the Faderal Deposit Insurance
Corporation with respect to the payment of deposits and interest
thereon, Congress has given authority to the Board of Governors
of the Federal Reserve System to define the terms "demand
deposits, " "gross demand deposits,"” "deposits payable on demand, "
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"time deposits,” "savings deposiisg" and "trust funds" by the
provisions of Title 12, Seotlon 461, ¥.85.C.A. Comparable
authority was given to the Board of Directors of the Federal .
Deposit Insurance Corporation in Title 12, Section 1828{(g),
V.8.0.4,, to define “"demand deposite,” “time deposits" and
"savings deposite.”

Pursuant to that authority, both the Board of Governors
of the Federal Beserve Jystem and the Board of Direotors of
the Federsl Deposit Insurance Corperation have defined the
terms “"demand deposit,” "time deposit” and “savings deposit.”
Por the FPederal Rederve System, the definitions are found in
the Code of Federal Hegulations, Titlé 12, Seation 217.1.
For the Pederal Deposit Insurance Corporation, they aré found
in the Code of Federal Regulations, Title 12, Section 329.1,
Whlle not identical, the definitions of the two agenclies are
substantially the sawe, and those of the Pederal Ressrve System
read as follows; - - :

"{a) Demand deposits, The term ‘any
deposit which is payable on demand?,
hereinafter referred to as a ’*demand
deposit', includes every deposit which
is not a ‘time deposit' or Ysavings
deposit', as defined in this section.

"(b) Time deposits, The term 'time
deposits® means ‘'time certificates of
depositt and ‘time deposits, open
aceount?, as defined in this section.

"(¢) Time certificates of deposit. The
term 'time certificate of deposit‘' means
a deposit evidenced by a negotiable or
‘nonnegotiable instrument whieh provides
en its fase that the amount of such
deposit is payable to bearer or to any
apecified person or to hia order:

(1) On a certain date, specified in
the instruwent, not less than 30 days after
the date of the deposit, or

{(2) At the expiration of a certain

specified time not less than 30 days after
the date of the instrument, or

.
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{3) Upon notice in writing which is
actually required to be given not less than
30 days before the date of repayment, and

 {4) In all cames only upon presentation
and gurrendey of the instrement,

"(a) Time deposits, open acsount, The term
ttime deposit, open acscount' means a deposit,

other than a ‘time certifieate of depasit! or
& ‘savings deposit', with respest to which
‘there is in force s written gsontract with the
- depositer that neither the whole nor any part
- .of suoh deposit may be withdrawn, by cheéck or
otherwise, prior to the date of maturity,
which ehell be not leas than 30 days after
the date of the deposit, or prior to the ex-
piration of the period of notice which must
be given by the depositor in writing not less
than 30 days in sdvance of withdrawal,

"(e) 8avings deposits. The term *savings
deposit' means a degposit, evidenced by a
pass book, consisting of funds deposited to
the eredit of one or more individuals, or

of a corporabtion, association ar other or~-
ganization operated primarily for religlous,
philanthropic, charitable, educational,
fraternal or other similar purposes and not
operated for profit; or in whieh the entire
beneficial intérest is held by one or more
individuals or by such a corporation, associa~
tion or other organization, and in respect to
whieh deposits

- {1) The depositor is required, or may at
any time be reguired, by the bank to give
notice in writing of an inteénded withdrawal
not less than 30 days before such withdrawal
is made;

(2) withdrawals are permitted In only two
waye, either (i) upoen presentation of the
pass book, through payment to the person
presenting the pass- book, or (ii) without
presentation of the pass book, through pay-
ment to the depositor himself but not to any
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other person whether or not acting for the
depogitor,

"The presentation by any officer, agent or
employee of the bank of a pams book or a
duplicate thereof retained by the bank or

by a“{ of itas officers, agents or employees
1z not a presentation of the pass book within
the meaning of this part except where the
pass book i held by the bank as & part of

an estate of which the bank is a trustee or
other fidusiary, or where the pass book is
held by the bank ap security for a leoan, If
a pass boek 1s retained by the bank, 1t may
not b delivered to any person other than

the depositor for the purpose of eénabling
suahaggrsaa to present the pass book in order
to make a withdrawal, although the bank may
deliver the pass book to a duly authorized
agent of the depositor for transmittal to the
depositor.

"Bvery withdrawal made upon presentation of

a pass book shall be entered in the pass book
at the time of the withdrawal, and every
otheér withdrawal shall be entered in the pass
book as soon as practicable after the with-~
drawal is made,

“The term ‘savings deposit' also means a
deposit evidenced by a written receipt or
agresment although not by a pass book, con-~
sisting of funds of the kind described above
in this paragraph and in respect to which
deposit the depositor is required, or may at
any time be required, by the bank to give
notice in writing of an intended withdrawal
not less than thirty days before such with-~
drawal is made, and withdrawals are per~
mitted only through payment to the depositor
himself but not to any other person whether
or not aeting for the depositor,®

The Legislature, in Section 165,110, supra, is presumed to

have used the words "open time- deposita” and "certificates of
deposit" as those terms are generally underztood in the banking
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unrlﬂ;(seatiahllgéfﬁg'ﬁﬂuo 19&9)9  3&§#& séviﬁsx deposits differ
! n time depoeits and certificates

in some respects from both open & ; ates
of deposit and no authority L8 been granted to school dlstricts

to invest their tunﬁn'xn=§av1nss deposita, they may not do so,

It 1n;§hejégini@ﬁféfi%ﬁiﬁfé#ti¢é tné@ school districts are
not authorized to invest any of their funds in savings deposits.
. %he téﬁ#ﬁag,g.ﬁyxﬁin#,.yﬁiéh I hereby approve, was prepared
by my Assistant, John W. Inglish, R

~ Yours very truly,

JOHN M, DALTON
o Attorney @eneral
JWZml




