
Ey 

~8 • .'\ ~( ;\~ . :; {_; }\"-:~{ ~:A (.1l-f 
II 

Tlnchelor o-r ,·c ience 

OkJa}1omi~ igricultural nnd t~echnnicc-11 College 

'.:-t. i llwa.ter, c:klnhoma 

1949 

in .)nrtit~l ?ulf il1Meut of t:bc, I°'f'quireL;.0nts 

for the ~erree of 

iOfiO 



:U. 

Jo:,.; ';J 

1950 

I 

266745 



iii 

This stud.y 'lillas undertaken to gather and present 

current lav11s and accounting practices relating to Bonds 

and Sinking Funds of political subdivisions of the State 

of Oklahoma.. Although the possibilities have not been 

exhausted an at.tempt has been made to present the more 

common problems encountered by a municipality issuing 

·bonds. 

For helpful assistance in obtaining data for this 

study, the writer is deeply indebted to the Librarians 

of" the Document Room and Commerce Library, the County 

Treasurer's Office of Payne County, Oklahoma, and the 

City Clerk's Office of ~erry, Oklahoma. 
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CILU?'.l'J~R I 

f,'he E_E!)blem. Bonds are the means by which cities 

and other political subdivisions of the st e m2ke 

needed expenditures in excess of currently availa'ble 

cash and estimate4 future revenues of the current fiscal 

year. As these bonds must be paid by the citizens of 

the muncipt'tlity, common logic dictates thE:,t the citizens 

be the authority for their issuance. The of the 

state cover this point and nany others in various sec­

tions of the statutes, in the state constitution, and 

in court cases. Accounting for such bonds is aed 

squarely upon the la,;J, but involves, also, some p:roce-

dures not covered. by the lav(I., 

This is an investigation of the legal, financial, 

and accounting problems encountered by a muncipality 

in the issuance of bonds and the accumulation of a sinking 

fund for their retirement. It begins with a consid.era-

t ion of the quest ion of Y~hether to finance n proposed 

prC'Jject on a pay-aB-you-go baeds or by bonding; r,nd then, 

· if -bonds are decided upon, it cover::, the proced.ure for 

issuance of the bonds 1 the provisions for their retirement, 

and the method of liquidrition of the indebtedness. It 

explains the duties of the various goverrnnent~~l agencies 
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and officials involved in the indebtednei:cis cycle and 

.reviews many of the court case:.:, and general act ices 

relating to the subject .. 

Heed £f. the stp.dy. The le.ws relRting to bond.s 

and. sinking fund.s have under gone many changeri fr om 

time to time. To determine the legal status of any 

ques.tion :requires a search of the st,atutes, the consti­

tution, and records of court cases. 'l'here is no avail­

t:1ble source of information. that has gathered together 

the related laws on bonds and sinking funds and their 

interpretation by the courts. 

All parsons living within the ccrvorate limits of 

a municipality should understand. hovJ a bond issue will 

.affect them and their municipality.. If more citizens 

had an adequate understanding of the legal a econonlic 

implications of bonded indebtedness the f ina.nc Lil history 

of many of our cities would read differently,. 

11~limitations. 'l'hif:1 study WcH:i limited to the prob­

J.er11s cle.s.ling vdth bond~3 and sinking funds tr1Dt might be 

encountered by pol it i c~:;iJ. subdi v isi.ons of the f!tHte of 

01clr1homa.. It is not concerned vd th such problems as 

might be encountered by the .Sti:,,te or any of its agencies. 

This study is chiefly concerned. v:iith the laws in 

effect ai; the time of this v~riting, ·but a reference is 
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made to lav'iis repealed by legislative action t~nd laws 

declared unconstitutional by the courts to point out 

recent changes in the laws • 

.Definitions. tfsually a town or city is thought 

of i;ihen itmunicip.al or municipality 1' are mcr~tior:edo .But 

the statutes aud the constitution use.the terms to mean 

any of the various political subdivisions of the state. 

The Statutes define municipality aB '1·1any school district, 

independent or othervdse, any to·1;mship, 2•.ny city or town 

irrespective of t11e form of government preve.iling in said 

city or tmmn, and any county. a1 Unless otherwise indi-

cated, this definition will be implied in this study. 

A 1•bon<J.H is 1•a il'lritten promise to pay n sgecified 

sum of money, called tbe par value, at a fixed time in 

the future, cnlled the date of maturity, nnd carrying 

. t t ... · d t b · · 1 •2 1nteree H' a 11:x:e. ra.·e, paya le per1od1cc1 ly.h 

The term "governing boardff, as it is used in this 

study, refers to the elected officials of the munici-

pality, namely: the council of a city; the town council 

or board of truBte.es of a town; the board. of educ at ion 

of an independent school district; any school district 

1 62 Okl. st .. Ann., Gee. 353. 

2 The national Committee on L~unicipal .P,,ccounting, 
J3ulletin l:o. 4, 1Tunici12..a). d,_£counting Terminolog~, p.4. 
Chicago t Ifa.t ionnl Cornmi ttee on tiunicipal Ac counting, 
1936. 



board.; and tbe "board. of co1.rnty comrnisrd.onerfi of a 
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nTbe 'fiscal year' c.:;h:.;:11 commence on the first day 

4 of July in each year, unless otherwise provided by law.* 

tlLevyt• used as a ij (verb) means to impose taxes or 

special assessnents.n5 

''Levy 1' used as u ·r1(noun) means the total of taxes 

' ., b · t · 5 or special asse£rnEJ.en"ts 1mposeo. ~y a governmental tmi .• i;i 

The J:1ational Comrni ttee on 1kunic ipal Accounting de-

fines the. term iifund 11, HS used in governmental accounting, 

as follows: 

A sum of money or other· r·esourcea (gross or 
net) set aside for the purpose of carrying on 
specific 2.ctiv it ies or attaining certrdn obj ec­
t ives in ciCcordance vJith special regule.tions, 
res tr ict:i ons, or l imitations.. A :C:und is a dis-

. tinct financial or fiscal entity. 6 

An ''uppropriatio1.1 ~ is flan authorization by the 

legislative body to :make expenditures and incur liabil-
7 ities for specific purposes." 

3 
62 Okla. st. Arm., ;Jee .. 348.3. 

4 Const •. H.rt. X, Sec .. 1. 

5 The lfa.tionul Comrai ttee on 1.Iunicipal ACcount.ing, 
Bulletin :No. 4, ££• ill• p. 13. 

6 The Hationol Co:i.nmittee on i:unicipal Accounting, 
:Bulletin }!o. 6, Eu11ic i_pal Accounting Statements, p. 142. 
Chicaio: 11·ational Committee on 1~;unicipa1 Accounting, 1936. 

~' p. 134. 
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11Berin.1 bondsn as defined by tho Yatione.l Comm.ittee 

••• issues ·redcer1able by installment:1, each of 
which iD to 'be paid in full out of revenues of 
the year in which it r:1etures, or :r.eveaues of the 
preceeding year. Some state lt,.Wt1, or rBgulat ions 
hnve furt.ber defined r.::erial bonds to include 
some or all of the folloBing featureaz 

1. The }Jayments uust be in installments. 
2. The installrnents must be conlsecut ive. 
3. _;)aymcnts munt be made dnring nt least 

tvrn-tb5.rds of the life of the whole issue. 
4. Ho one years installment may be more 

than three t imeo the amount of' the smallest 
yearly installment unless_the bonds are 
annuity bonds.8 

nRevenue 'bonds H aro 11bondn to be paid solely from 

earnings, usually thotrn of a municipally o,;~ned utility, 

or other public service enterprise for paym,,mt of which 

the revenues and poEsibly the properties of the enter-

9 priee are pledced.A 

A ''sinking fund 1t is ''A fund established by periodi-

cal installments to provide for the retirement of' the 

principal of ter1J.1 bonds £ind of other bonds specified to 

be retired from sinking funds.»10 

''Funding 1::Jonds II are i•bondo issued to ret ir·e out-

t i . .r.-1 .. l. d bt t 1 · . t ' f · · t · 11 . s ·anc 1ne; i oa-...: ng e and o e 1m1na e a.e. 1c1 s." 

8 Ibid., :P .. 151. --· 
9 Loe. cit. 

10 ~· Cit• 

11 Ibid., p. 142. 
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1t~{efundh1f5 bondfi ;i tire •1bonch, iusued to :ri::rtire 

~')ond.s alrootly outstanOing. '1':i-ic refunding lJouds :rrwy be 

12 outatanding bonds.rt 

12 I ,., 1· a' -- ' _1, c, 
~- ji .P• ., ,.I. 



GHAJ?'.I'ER I I 

1~00Nrnnc concmt.I'S 01r r:nnnc BO:NDS 

There a.re seve:rnl questions tc) be considered by 

a municipality contt1mplnting a bond isnue. Is the new 

issue ·with in the debt limitation of the municipality'? 

Vhat benefit will be enjoyed by thoae who must be taxed 

to retire the bonds? In view of the debt trend, record 

of tax collections other pertinent facts what will 

be t1Je ma.rketabtlit.y of the issue? v:hat is the source 

of revenue to liquidate the bonds? 

The purpose .2.£ bondst Bonds are issued for a 

variety of purposes among which are: 

1.. The construction or purchase of improve­

ments such as i:rnilding£4, streets, recre ional 

facilities, and public utilities. 

2. The establtshment of H vJorking capital 

fund for stores or a service and repair depBJrtment. 

3. }i'unding accumulated deficits of revenue 

funds. 

4. Refunding previous issues when they 

~amain outstanding at maturity or maj be acquired 

at less than par value, or the refunding issue is 

at a lower interest rate and the old issue may be 

acquired at par or at such a price to result in 
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a net sa~ing by refunding. 

5~ :f:lmer gency expencli. tur es, such as for 

flood relief, unemployrnent relief, soldiers' 

bonus, and storm reliefe 

obligatioi:ls• The president of the National Association 

of Supervisors of State Banks appointed a committee 

on municipal obligations vdth i:rrntructions to investi-

gate the investment soundness of municipal obligations 

nnd report back to the association .. 1 The committee 

reached the conclusion that their chief problem con-

sisted of developing an outline of the pertinent 

factors necessary in analyzin~ the obligations of the 

municipality from the point of view of the investor. 

In developing this outline, the committee had 

two objectives; first, to present in a clear, logical 

and brief outline the most important factors to be con-

sidered in evaluating tlrn possibilities of default on 

munitipal obligations, second, to prepare a credit file 
. a . form to be used in an analysis of the existing obliga-

tions of the average county or sms,11 city. A summary 

-------
1 E. A. Wayne, 

Washington, D. c.1 
et al, Vunicipals, pp. 1-4 and 31-54ti 

tionul CapitHl Frese, 1941. 

a A form to be m=ied when collecting da.ta upon which 
a judgment as to the soundness of the issue is to be 
made., 
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of the information required to complete the form is 

given in Illustration 1. ~he form covers six pages. 

Space is provided for exhibits and pertinent questions 

are included. ~he form would necessarily need to be 

supplem.ented iilith addi.t,ional schedulofJ due to the varia­

tions in accounting practice. 

The committee considered. the general credit obli-

gat ior1, · also called full faith and. er edit, the best type 

of munio ipal o'bligat ion. '.l.'he issuing unit agrees uncon­

ditionally to pay t.heee oblig::,tions and interest according 

to the conditions of the contract. 

A city or other municipality that contemplates a 

bond issue would do vtell to consider the view the poten­

tial investor will take of the issue. 1\mong the things 

the investor lvill look for is the debt trend of the munici­

pality, assessed valuation, recm:d of tax._ collections, 

proportion of the budget absorbed by debt service,. eco­

nomic background, and the yield and :ratings of the bonds. 

These factors alone will not give a fair basis for deter­

mining whether or Uot a bond is a safe investment. But 

by this method, the ·investor can weed out those issues 

not suited to his needs and make a more detailed analysis 

of' the other issues under considerat fon. 
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Ul:TIJWR}T CRimrr FILL] Ji'OH ]JIUNIC1I'l'i.L OBLIGATIONS 

Developed by the Committee on !'fun ic ipal Obl igat i.ons, 
lfa.tional Association of ~3upervisors of u.tate Banks 

Other identification 
~~~~~~~~~~~~~~-~~~-~~~~--

Oli' DEBT ( at end. of laet fiscal year) 

B. l)}~BT 0]' O\T.JlHLi\}-'P nm, G OT1lRtL JlWUB, 

G. },'ULL }!' '1:11 lJl]BT ( at end of 

fiscal year) 

D. DEJ?A UL'I' REC OHD 

VAL1JES 

G. TAX COLLl~CTIOlJ H:SGORD 

H. HBCJtIPTb DLJBlJR 

I. S.IJ.fl(IIJC} OPERA'l'lOHS (for fiscal years as shown) 

J. ]'UTURJli DEBT SEHVICIG RB ;3 (for fiscnl years 

a.s shown) 

L. .I:GCONOl'IIG BACKGROUHD 

H. OTHER D~:B'OIUJLA'l' I011 

---· -· -------
Illustration 1. 

SU1;J{/\RY 01!1 HI]'Om/Lt\'f I R]~c:1UIRIDD TO GOI\/LPIJ3l'.l'.1~ 1J1HFOH!>!I 
CRI:1JDI'l' ]'ID:D ]?OR 1TUlf101PAL OBLIG S ]'OR1K. 
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It is. hoped that all municipalities will soon 

urnish the type of information outl ined in the 

Uniform Credit File for ::Mun icipal Obligations. This 

ill be to the best interest of both inves tors and the 

local government s . 

A question to be considered by both the munici­

pal ity and the investors in municipal bonds i s the source 

of income of it s t xpayers. Is it largely depend ent 

upon one factor, the removal or curtailment of wh ich 

mi ght reduce the rate of tax collections'? For example, 

Ponca City, Oklahoma, is very much dependent upon the 

Continental Oil Company's Refinery. The removal of 

the refinery would gr eatly r educe the rate of tax col­

lections for the city. In which case, if the city was 

burdened with a large bonded debt it would probably 

be unable to avoid default. Stillwater , likew ise, would 

find itself in a similar circumstance if it was he·1vily 

burdened with outstanding bonds and the College closed 

or the staff and enrollment were greatly reduced. 

Also, a city cannot be properly managed without a 

sound accounting system, and investors should insist upon 

proper ~nd satisfactory financial tatement s in a stand­

ardized form. 
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Situations favorab le for borrowing. 2 There are 

two general situ,,tjons where city borrowing seems justi-

ied. One is to make a c p it nl expenditure which could 

be financed from current tax levias, but would result 

in an inequi ty between current taxpayers who would pay 

al l and the future t axpayers who would enjoy the use of 

the improvement and p y nothing . 

The second situation is one where the sum is too 

lar ge to be r a i sed by current taxat ion, but a need exi sts 

wh ich should not be left unsatisfied. Current requ irements 

may be such that t hey may b~ justified in electing to pay 

as they use rather than pay as they go. 

Also, it seems that no one would deny the wisdom 

of borrowing to finance t h e :()Urchase or construc tion of 

a needed public utility or public h ealth project that 
, 

is or can b e s elf liquida ti ng . Equally just ifiable 

would be borrowing to ob t,qin money for emergency expendi-

tures of various kinds. Sewera ge project s co~ r under 

the heading of justifiable borrowing situations. However, 

they need not a l ways be financed by borrovJing. M. H. 

' l 3 J.\. eger man outlines sever a l methods of financi ng sewer age 

2 Commios ion on ..r1J conorn. ic Study of ilwaukee, The 
N,1erican City, LXIV (Jan., 1949 ) , 85. 

3 1 .. Iow to Pay for Sewerage Project s , The .American 
City , LX:v (Jan., 1950), 8~. 
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Pro jec ts: 

1. General obligat ion b onds. This may be done 

where the d ebt of tbe city i s not too close to the stat­

utory limitation for d ebt. 

2 . ~pecial ass e s• nent 1)0nds. This is limited by 

law to cover sewer s only . Treatrr nt. p l ants and pump i ng 

s tat io ns ~u~t be f i nanced by aome other method . 

3 . Current revenues. Th is i3 r arely us ed fo r 

financing major construct ion work . The only way this 

could be u e':'d wou l d be through the acc umul ation of funds . 

Many citie s acc umulated qu ite large funds during the 

war becau ae of cer tuin c onstruction r estr i cti ons . 

4 . Sbort - term l oans . ~his c an be used only i n 

cases when cost in not excessive F nd where loan c an be 

repa i d in about f i ve years . 

5 . Rev enue bonds or bonds retired from service 

ch a r ges . The courts have uphe l d the theory that a sewer 

service charge i s identical 'ii th a ,. ter r ate , i nasmuch 

as sewerage i s in fact spent ater , and neither ~o uld 

operate without the other. The sewer service charge c ould 

be charged R S a percentage of t he water bill. 

6. Special organi zations re pr esinted by municipal 
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uthor i ty such as sanit~tion commission. These 

bodies have authority to issue revenue bonds and char ge 

sufficient for their services to make them self-liqui­

dating . These bonds would not be char ged against the 

borrowing power of the municipality. 

Arguments again·! borrowing. 4 The arguments against 

borrowing apply equally a' well to municipalities as to 

individuals. Borrowing is expensive a nd adds to the cost 

of t b e improvement or other pur chases. However, munici­

palities can borrow at from two or three per cent interest 

while individuals can seldom borrow for less than six per 

cent. 

The seco nd a rgument aga inst borrowing is th a t it 

leads to extr avagance . Here again the situation is the 

same as applicable to individuals. However, at times 

the easiest way to make a. purchase is to borrow and pay 

for it in insta llments, and this need not be an extrava­

gant expenditure. 

Then there is the matter of inflation. It is more 

inflationary to borrow than· to tax, even though the bor­

rowing be from individuals rather than b nks . 

4 Commission on Economic Study of Milwaukee, 2:£• cit. 
p . 10. 
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Finally, a city is in a much better position to 

f~1.ce an economic depression if its full borro\ving pov;er 

remai1 s unencumbered. 

Bonding versus pay-as-you-go. There are several 

widely separated schools of thought on the question of 

bonding versus pay-as-you-go. ~ome contend that non-

productive enterpriseo such as scllools, parks, street 

~aving, etc., should be financed from taxes. C. F. 
5 BastRble says, 0 :Mon-economic expenditures is primarily 

to be met out of income, nd unless it cnn be so dealt 

with ought not to be incurred . 0 

Another s cbool of thought holds that non - productive 

enterprises may be l egit i mately financed by bond issues . 

Don L. Essex6 states: 

Loans permit gr aclual payment of the original 
expenditure . Eanifestly, it involves much less 
of a sacrifice for a community to pay a half ­
million dollars if payments are distributed 
over, say , twenty years, even including interest, 
than if the enti e amount must be raised by taxa­
tion in one year. Loans therefore, diminish the 
subjective burden for the present. 

5n11· p· ..-u.J ic 1n.,.nce, p . 670 • London: 
Company, Ltd., 1927. 

6 Bonding Versus Pay- As-You-Go In The Financing Of 
~3chool Buildings, p. 5. }Jew York City: Bureau of l.Jubli­
cations, Teachers College, Columbia University, 1931 . 
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No one will deny that bor~owing a s a means of fi-

nancing is costly. But thr ough the bonding process, the 

taxpayer has the use of part of his money for a number 

of years. For example, take a taxp yer whose share of 

direct payment on a project will be ~500.007 Without 

a bond issue, he must pay all of this the first year. 

If bonding is used, his total share will be $800. 00; but 

the amount will be distributed over twenty years with an 

annual charge of forty dollars. If the pay-as-you-go 

plan is used, he will not have the use of .ny part of 

his $500. 00 af ter the f ir st year. But under the bonding 

plan, he can stil l use $460.00 out of the $500.00 the 

second year, $420 . 00 the third year, and so on for twelve 

a nd a half years. During the next seven and a half years 

he i s paying for the p rivilege of having his pay ments dis-

tributed over twenty years. 

If the taxpayer 's money is worth six per cent to him, 

the accumula ted interest on the amounts the bonding plan 

a llows him to use out of his $500.00 totals ~1?2.20. This 

reduces h is cost under bonding to $627.80 instead of $800.00 

Another method of financing that comb ines some of the 

better features of pay - as- you-go and of bonding is to 

7 ~ ... ' d ~ -, p . 17. 

• 
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e.ccumu te in advance of expenditures sufficient cash 

fo1· the p rojeet. Thh, irrvolves :::n additional 

levy for cl num.ber of year1::i. e fund is o ccumulated · 

in the same rno~ner in ch the tdnk fund ac eu:r;mlates 

to retire a bond issue. of our Oklahoma cities 

and to,.,ns hc:ve been far:d.ghted r1nd for n trnmbe:r of 

ye::1~cs ve voted eacb yea:t a five mU.1 i tional levy 

to go into a bui1dine fund for the erection of ischool 

buildi distinct advantage of this plan is that 

the tax is levied nt a time en raod only when the abil-

ity to pr:i.y of tbe taxpayers vdll permjt it .. 



CHAPTER III 

LEG, L l:JR OBI.JlJMS 

There are many lega l pr oblems encountered by a 

municipa lity contempl &ting a bo nd issue. host of 

legal re quir ements must be satisfied before t he bonds 

may actu· lly be issued. Even after the bonds are issued 

more problems arise as to t h e uses of t h e proceeds of 

the issue a nd the mea ns to be employed to retire the 

obligation a t i t s maturity. The limita tions of this 

study prevent even n attempt to pre s ent a ll t h e lega l 

reouirements in the issuance of bonds a.nd accumula tion 

of a s i nk i ng fund for their retirement. Th is chapter 

will present some of the most common legal problems 

and po s sible solutions. 

I. DEBT LIVITATION 

Probably the f ir s t problem presenting it 0 elf to the 

g overning board of a munici pality consid ering bond issue 

would be on e regardi ng the debt limitatio n a s set forth 

in the Constitution ,nd in tht St a tutes. The Cons t itution 

st t es; 

o county, _ci ty, tovn, township , s chool dis­
trict, or other p6 litical corpor a tion, or sub­
division of tb e ~t a te, sh 11 be al lowed to become 
indebted, in any manner, or for a ny purpo se, to 
an amount exceeding, . in any y ear, the income and 
revenue provided for such year, without the assent 
of three-fifths of the voters thereof, voting at 
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an election, to be held for that pur p ose, nor 
in cases re quir ing such ssent, shall any indebt­
edness be al lowed to be incurred to an amount in­
clud ing existing indebtednes s , in the aggregate 
excee di ng five per centum of the va luation of the 
t axable property the r ein, to be ascerta ined from 
the la s t asses·ment for State vnd County pur poses 
previo us to tbe i ncur r ing of ouc h indebtedness. I 

~he five per cent limit tion i s a l so st ated in 

Statutes as fol lows , in part: 

Provided , th t t he aggreg te of the bonds 
issued for such nurposea ( estab l ish ing system 
of ele ctric lights for the town as per ~uthori­
zation2J shall not exceed an amount, including 
existing indebtedness, other than the co nstruc­
tion of sewers, watervorks a nd the i mprovement 
of streets ,a of f iv e per ce nt of the t xable 
v alue of the pr operty of s uch town •••• 3 

Ano th er sec tion of the Cklahoma St a tutes states: 

Pr ovided, that no indebtednes ~ shall ever 
be i ncurr ed to an amoun, including this in­
debtedne s Q:or the purcha se of a s choo l site , 
erect or purchase ~nd e quip a building, or to 
r11ake repairs - by a s choo l distri ct) , exce ed ing 
in t h e aggr egate five per cent of the v aluation 
of the taxable property of such district s •• 

4 • • 

1 Const. Ar t. X, s ec. 26 . 

2 11 Okl. C"t. l\nn ., Sec. 1007. 

3 11 Okl . ;5t . Ann ., Sec. 1008. 

4 70 Okl. St. Ann ., Sec. 203. 

a Probably means improv ement of st reet inter­
sectio ns , 1hich were decla red to be pub lic utilit ie s 
in a previous sect·on of legi$lntion (11 Okl. Jt . 
Ann ., Sec . 645) passed the same year {1910). 
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fi s noted above in 11 Okl. ot. Ann., s ec. 1008, 

the five per cent limita tion excludes indebtedness for 

the construction of sei.,vers, VJaterworks ,rnd improvement 

of street (intersections). This is clarified in a-

nether section of the Constitution as follows= 

Any incorporated city or town in this 
State may, by majority of tbe qualified prop­
erty tax paying voters of such city or town, 
voting at an election to b e held for tha t 
purpose, be allowed to become indebted i n a 
larger amount than that specified in section 
twenty-six, for th e purpose of purcha' ing or 
constructing public utilities, or for repair­
ing the same, to be owned exclusively by such 
city: Provided, That any uuch city or town 
incurring any such in ebtedness re quiring 
the assent of th e voters as aforesaid, shall 
have the power to provide for, and, before or 
at the time of incurrin such indebtedness, 
shall p~ovide for the collection of an annual 
tax in addition to the other taxes provided 
for by this Constitution, sufficient to pay 
the interest on such indebtedness sit falls 
due, and lso to constitute a sinking fund 
for the payment of the principal thereof with­
in twenty-fiv5 years from the time of c~ntract­
ing the same. 

If Qonds h ve been issued under both sections twen-

ty-six and t wenty-seven of rt. X of the Constitution nd 

an additional issue under section twenty-six is desired, 

a calcul , tion is necessary to deter ine the indebtedness 

to vbich the limit tion of section twenty-six apply. 

The klahoma Supreme Court ho.s ou tlined the steps for 

5 Const. Art. X, sec. 2?. 
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calcul ating the present existing indebtedness to deter-

mine t he validity of an additional bond issue u nder sec-

tion t wenty-six: 

here a city has an indebtedness, a portion 
of which is incurred under section 26, art. 10, of 
the Constitution, a nd a port ion of wh jch is incurred 
under section 27 thereof, and an existing sinking 
fund r a ised by rea so n of the i ndebtedness incurred 
under both sections, in determining the net in­
debtedne s s to wh ich t he limita tion prescribed in 
section 26 applies, there should first be deduct-
ed from the gr oss debt t hat portion thereof in­
curred under s ection 27, and from the rema inder 
there should be deducted tha t portion of the sink­
i ng fund raised to pay the in ebtedness incurred 
under section 26. The balance rema ining, after 
mak ing such deductions, constitute s the riexist-
ing indebtedness~ to which the limitation of ~ec­
ti6n 26 applies. Tha t portion of the sinking fund 
raised by reasons of t h e indebtednARR incurred 
under section 27 may .ot be no deducted. 6 

The following example illustrates the procedure out-

lined by the Okl ~hom Supreme Court for determining the 

maximum additional indebtedness that oay be incurred under 

section twenty-six, art. ten of the Constitution: 

1. 

2. 
3. 

4. 

5. 

6. 

Total .t axable property valuation 
of 'I'en 1: illion Dol l ars, 5% of 
which is 

Total gross debt 
Less: portion incurred under 

section 2? 

Less: portion of sink ing fund 
raised to pay debt 

iltl 850,000.00 

200,000.00 
~ 650,000.00 

incurred under sec. 26 300,000.00 
Existing indebtedness to whi ch 

the limita tion of section 26 
appl ies 

Limit a tion of additional bonds which may 
be issued under o ctio 26 

$ 500,000.00 

350,000.00 

·1bo, ooo. oo 

6 State ex rel. City of Shawne e v. 7 illi ams on, tty. 
Gen. , 186 Okl. 278. 
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II. AUTHORIZATION OF BOlJD ISSUE 

Petition for election. An election may no t be ca lled 

to c ons i der a question of certain specifi c bond is ueo until 

a petition has been prei:;ented t o the e ov erning board re-

questing i t. Among the i nst nnces r equiring a petition are 

elect ions to approve bonds for: a syotem of electric 

li ghts, c onven tion halls , county courtllouCes and jails, 

a nd county hospit~ls. ~ lections to consider bonds for 

mos t other p ur poses may be called by the governing board 

without a petition. 

Regc rding pet i tion for an election for js unnce of 

bonds for u system of electric lig ht s , th e J t tutes sta te 

in parts 

Provi ded, that no such election shall have 
been c nlled until a petition siened by at leas t 
ten per cent of the .bona fide electors from . 
each w rd of said town sha ll have been presented 
to t he board of said town, n skin~ thnt an elec-7 
tion be called for the purpose herein provided. 

Bondn for the construction of a convention hall 

cannot b e considered a t , n elect ion unleas the election is 

re quest ed by a petition. In p r t the St a tute states: 

It shal l be the duty of tb e ~;:ayor and Co11nc il 
of such City , or if such City is under c ommission 

? 11 Okl. ._.<-t. c 1 008 nn ., ..,ec. • 
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farm of Governm e nt, of t he !rayor n nd Commii:,"'i oner s 
of said City upon c petition signed by 25 per cen t 
of the lega l voters c,f S f id City Elnd filed with the 
City Cler;r , to c· 11 n speci · l c . .:..J. f .. L L· e pur- · 
pose of voting upon tb i uuance of . su ch bonds , •• 8 

El ect ion on question of bondn fo r pu:rc}n ne or erec-

tion of county courLhouse or j ai l und for ~ county ho s-

p i t ~l mAy not be ordered unless re quested by tbe t a x-

payer· in a petition: 

.Provided, Ho~.ever , thut 10 ::,uc h el e cL ion shall 
be ord ered unless a ·)eti tion , tating the pur p ose 
i'or wh ich t he bonds are to be issued , du,' signed 
by a t le · ~tone-sixth of the qualified electors 
and t c:i xpayers a~ Bhovm by l a st preceding enu­
u erat ion of said county sh.:111 have been present-
ed to the county comn1i..,s io11er s p r aying that a 
vote be t aken for the issuing of s ucb amounts 
of b ond s :: s muy be asked for ther ein. (for county 
courthouses ;.ind j a ilsJ 9 

1 /henever t we nty per centum ( 20Jn of the 
u a lified voters o f any county of this Jtate as 

determined by the last previous Genera l Election, 
shall petition the boar d of Co unty Commisni oners 
of such county to c , 11 ?. 't election for the pur­
pose of issuing bonds to purcb asc n site for c: nd 
c onstrue :~ County Hos Di t a l, it shall be the 
duty of snid County Commis sionerf; to cr 11 an 
election .••••• • a i d peti tion c a lling for 
snid e l ec tion sh;:i l l nnme the amount of bonds 
to be issued a n d shnl l sta te the time of ho l d ­
ing sa i d ele ction, whi ch sb. 11 not be less tha n 
thirty (30 ) days from the f i rst public ntion of 
any notice or the posing of Se i d n otice, e nd 
sh a ll t nte for wh;it pur pose the hospitnl i s to 
be used.:io 

8 11 Okl. St. \ nn., wee . 1193 . 

9 1 9 Okl. st. nn., uec . 734. 

10 19 Okl. St. ,1.nn. , bee. 782 . 
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Notice of election £l publication. In order that 

the taxpayers may be duly informed of an approaching 

election c lled to consider the i ssuance of bonds for 

certain purposes, notice b.} publica tion is r equired~ 

The elections to consider the question of : bonds for a 

system of electric lights, bonds for ater - works, bonds 

for convention hall, issuance of funding bonds, county 

building bonds, nd bonds, for county hospitals must be 

preceded by publication of n notice of such election . 

The v rious sec tions of the Okl·homa Statutes covering 

the bove mentioned bond issues state as follows, in part: 

•••• notice of which ( e l ection on question 
of issuing bonds for system of electric lights] 
shall be g i ven by publicat ion in some news-
paper published in said town at l east twenty 
days prior to the date of sa id election, •• 
• • Said notice ab ove referred to , to be pub­
lished in a daily paper, and in a t least two 
issues if same be published in a weekly paper.11 

• • • • of which elect ion Con quest ion of 
i s suine bonds for water-works] at least twenty 
days' notice shall be given by publication in 
at le as t one nevspaper published in said city 
or town. 12 

•••• such election (on question of bond 
issue for convention hall] to be ca lled by pro­
clamation signed by t he :Mayor and at tested by the 

11 11 Okl. St. Ann., Sec. 1008. 

12 11 Okl. St. Ann., Sec. 279. 



City Clerk. 8 id proclnmution, gh&ll be pub­
lished L-;11d noti ce given for the same time and 
sc1id lection held in the s, me manner aud in 
conformity ~ ith the provisions of law no~ in 
fore e in ·ties of the Fir E,t Gl:c.iss · in the 
issu nee of bonds for int r -\orks purposes.13 

f.h id Ordinance or n solution ,.tthorizing 
the issuante of sA id Bonds r nd fixing the de­
t ~il~ thereof ahfill not, hoiever , be p&ased or 
enacted until nOticc of the intention to fund 
sq i cl dpecial 1 sscssments, interest 1:: nd/or 
penalties sb;,ll have been given by one publi ­
cation in & newsp r.per hciving n geuer: 1 1 circula ­
tion in sa id municip ·, lity, \h ich s id notice 
shnll brie.1.ly state the k ind of Sp cial Asses­
ment, interest, ,YJd/or pemilt ies to be funded, 
the aggref,clte · ~ou l, of suclt special asse::,..,­
ments, intere ~t And/or penrilties , arl the time 
and place of the meeting ~t which s ~id funding 
will be a uthorized. tJUCh notice chall be pub ­
li.shcd not les:J than ten nor rn ore than thirty 
days prior to the dRte set the -r ein for the 
au horizat ion.14 

The bonrd of county c ommissioners s hall 
give thirty dt yS 1 n otice of the election upon 

25 

the quest ioa of is::..uing said bonds ( to purchas e 
or erect a county courtbouse or j ail], by publi­
cation in two weekly ne~spapers of generr 1 cir­
culat ion published ot tho co unty seat of the 
county, unles tl ere be but one weekly newspaper, 
in which event thnt on sh .... 11 be suff icient; 
~nd if there be no weekly nc~spaper , then by 
f ive not ices posted in five publ ic µl.ces ~i thin 
the county. The notices of election shu l l con­
tain the sLPtement of the county commissioners, 
an provided by the :preceding section, date of 
election, nmount of bonds pr oposed to be issued 
and whether or courthouse or j nil or l)Oth court­
house and jail. The notices ~ball be si~ned by 

13 11 kl. st. nn. , ~-;e c. 1193. 

14 62 Okl. st. .. nn., Sec. 412 • 
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the chairmnn of th e bonrd of county commissioners 
n nd at t e st e d by t be c o un t y c le r k • 15 

It ·s seen th at notice of pro pooed electio ns, wher e 

such notices ;:i re re quired, must be published from uot less 

than ten d.,ys prior to date of election in the case of 

bonds for fundi ng matured S~)ec i:::il as.) essment. to at least 

thirty dnys in the cnse of county building bonda. ln 

moot circumstances where notice is re cuired, one 1mbli-

c ~tion will meet the st atutor y requirements. 

•ae ct ions . 'I'he situations in whi ch a municipal ity 

may issue bonds ~ithout the assent of the legal tax pRy ing 

vot ers of th munici p,•l ity ine li wit d. ~xce.rJt ~here 

l egisl:>U.on h a s e;iven the gov erning board s pecifi c aut hor ­

i ty to do ao , no indebtedness mny be incurred by "Uch 

board , i thout the a ssent of the t axpayers. The Oklahoma 

St ate Constitution h~s t his to s ny on the sub ject, 

No county, city, town , township , s choo l 
district, or other :JOlitic 11l corporation, or 
subdivision of the State, shnll be a llowed to 
bec ome indebted , in· ny manner, or f ur ~ny 
purpose, to an amount exceeding , in any year, 
the income and revenue prov ided f or uch year, 
without the assent of three-fifths of the vo ters 
thereo f , voting < t an election~ to be held f or 

16 ; thRt purpose, •••• 

15 19 Okl. St. nn., 8ec. 736. 

16 C on s t • rt • X, 8 e c • 26 • 
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Among the bonds th3t may b e . issued without an 

election are: bonds of a Municipa l University , funding 

and refunding bonds, and revenue bonds for recr eational 

f acilities nd parking s t a tions. The legislature bus 

given t he g ov er ning officials authority to issu~ bonds , 

under specified conditi ons and limitation , without approv-

al of t he t ax payers at an election. For example , bonds of 

a r unic ipai University may be issued wi t hout an election 

aft~r th e university h a s been establ ished by a vote of 

t he qual ified electors . 

The Board of Regents of any Municipal 
University heretofore, or hereafter , cr eated 
and est·blished under the provisions of this 
act17 shall h ave the right, power and authority, 
by resolution, to issue bonds of such ~unicipal 
University for the purpose of erecting buildings, 
or additio ns to present buildings , and the pur­
chnse of eouipment fo r such buildings, and for 
refunding any present existing indebtednes s of 
such University, to an amount not in excess of 
the sum of l!' ive Hundred Thousand {~500,000.) 

18 • • • • 

A municipa lity is authorized to refund its indebted-

nes s . The sta tute aut horizing such does not specifi cal ly 

stat e tha t no election is requir ed , but t he s ame is implied: 

Every co unty , ever y city or town , the b oard 
of educ ation of every city , every township , and 
every s choo l district, is hereby aut h orized and 

mpowered to r efund it s indebtednes s , including 

17 Laws 1 937, p . 207 . 

18 11 Okl . st . Ann., Sec. 1329. 



bonds, judgments and warr ants, a s hereinafter 
p rovid ed, upon such terms as can be agreed 
upon, and to issue new bonds wi th annua l or 
semiannual interest coup ons at t a ched in pay­
ment for any sum so refunded; •••• 19 
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But as rega r ds the issuance of general obligat ion 

bonds for funding mntured s pecia l assessment oblieations, 

the St atut es is very explicit in sta ting that no election 

is requ ired: 

This a ct20 shall be full authority for the 
issuance of the Bonds under t h is act authorized, 
wi thout reference to ny other a ct of the legis­
lature of Oklahoma , and said .Bonds may be issued 
a s herein provided without an election; provided, 
hciwever, that the provisions of l aw, ith res­
pect to examination and approval a t o form and 
procedure of municipal bonds by t he Attorney­
General of Oklahoma , shall appl y, l so to bonds 
issued under this Act.21 

Referr ing to issuance of bonds for bo th Recreational 

Facilities22 and Par k ing St ations23 the Okl homa Statutes 

st tes, ''No election sha ll be required for the issuance 

of s aid bends. 11 

19 62 Okl. st. ,\nn. , Sec. 391. 

20 l'unic i pal Funding Bond Act of 1937 . 

21 62 Okl. st. nn., Sec. 415. 

22 11 Okl . s t. Ann., s ec. 1373. 

23 11 Okl . st. Ann., Gee. 1353. 
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The Constitution st. tes th nt no municipality ~shall 

b e llowed to become indebted, in ny manner or for any 

purpose, to nn " mount exceeding in any year, the income 

nnd revenue provided for such year, v~ithout the assent of 

three-fifths of the voters thereof voting at an election, 

to be held for tha t purpose .tt24 The Oklahoma Supreme 

Court25 has declared that the part of 19 Okl . St. Ann., 

Sec. ?34 re quiring only a majority of the qualif i ed voters 

approval is violative of Const . 1 rt. 10, ~ec~ 26 which re-

quires that three-fifths of such voters approve the issue. 

Section 734 of 1 9 Okl. s t. Ann. is as follo s, in part: 

Provided, However, that the bonds shall 
not be issued until the question shall have been 
submitted to the people of the county and a ma­
jority of the qual i fied property tax paying voters · 
voting at any general election, or special elec­
tion called by the board of county cou1missioners 
(for the µUrpose of deciding the question of issu­
ing bonds for county buildings] shall have declared 
by their vote in favor of issuing such bonds~ ••• 

The section of the St'1.tutes authorizinr bond s for a 

system of electric lights26 also re uires only a majority 

of' the qualified voters approval to issue such bonds. 

24 Const. Art . X, Sec. 26 • . 

25 North v. Mc [ahan , 26 Okl. 502. 

26 11 Okl . St. Ann., s ec. 1 008. 
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Probably if the courts were called on for a ruling they 

would find that part of the section in violation to Const. 

Art. 10, ,.; BC. 26. 

pproval of county attorney. Before any bonds of a 

municipality authorized by a vote of the people or by the 

governing board, where such board has euch authority, are 

valid they must h ve endorsed thereon a certificate of 

approval of the county attorney of the county. This cer-

tificate is re qu ired by the Okl~homa Constitution whi ch 

states as follows, in part: 

No bond or evidence of debt of any co unty , 
or bond of any township or any other po litical 
subdivision of any county, sh 11 be v~lid unless 
the same have endorsed thereon a certificat e signed 
by the County Clerk, or other offi cer authorized 
by l a to sign such certificate, and the County 
Attorney of the co~nty, stating that said bond , 
or evidence of debt , is issued pursucnt to law~ 
and that said issue is within the debt limit.2~ 

On this same subject, the Oklahoma Statutes reads 

as follows: 

Al l general obligRtion bonds includ ing fund­
ing and refunding bonds issued by a county, city, 
town, to wnsh i p , board of educnt ion or school dis­
trict sh 11 be signed by the Chief Officer of 
such municipality or pol itical subdivision, attest­
ed by the cler~ ; and there hall be endorsed thereon 
a certificate signed by the County Attorney and 
County Clerk of the County in whi ch such issuing 
mu icipal ity or political subdivision i o located 

27 "' Con.,t. Art. X·, Sec. 29. 
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th t said bonds or evidence of deb t Are issued 
pursuant to law and that said issue is within 
the debt limit. There shall be contained on 
each of said bonds a certificate of the Treas­
urer of the issuing municipality or po litical 
subdivision that be registered the said. bonds.28 

Approval of state bond commissioner. 41The Attorney 

Gener l is her eby made ex officio Bond Commissioner of 

the State of Oklahoma. "29 In addition to the approval 

of the county attorney, before a municipality my issue 

bonds the Bond Commissioner of the ~t te must examine and 

pass upon the issue. He shall prescribe a method and 

procedure for issuance of bonds. The duties of the State 

Hand Commissioner as regards issuance of municjpal bonds 

are stated in the Statutes. 

It shall be the duty of the Bond Commissioner 
to prepare uniform forms, nd prescrib e a method 
of pro cedure under the laws of the ~t ate in all 
cases where it i s desired to issue public securi­
ties or bonds, in ny county, township, munici­
pality or politicRl or other sub-divisions thereof 
of th e St a te of Oklahoma; ~nd it shall be the fur­
ther duty of said Bond Commissioner to examine 
into and pass upon any security so issued, and 
such security, when declared by the certifica te 
of ~aid ~ond Commissioner to be issued in a ccord­
a nce.with the forme of procedure so provided shall 
be incontestable in any court in the State of 
Oklahoma unless suit thereon shall be brought in 
a court huv ing jurisdiction of the same within 
thirty days from the date of the approval thereof 
by, the .Hond Commissioner.30 

28 62 Okl. St. nn., Sec. 358. 

29 62 o. S . 1941, _Sec. 11. 

30 62 o. s. 1941, s ec. 13. 
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The Statutes clearly point out that bonds of a 

municipality would be invalid without the certificate of 

approval of the St ate Bond Commissioner. 111:lo bond here-

after issued by any political or municipal sub-division 

of this State shnll be val id without the certificate of 

said Bond Commissioner."31 

Approval of the court. A municipality wishing to 

refund its existing indebtedness must appear before the 

court and present proof of debt ·nd a sk the court to deter­

mine the amount of its legal indebtedness. Notice by pub-

1 ication must be made at least ten days prior to the date 

of such hear i ng. Any interested person may attend said 

herring and protest such refunding. If no appeal is t aken 

on the issuanc e of refunding bonds wi t hin the time set 

forth by l aw for t ak ing appeals the issue is uncontestable. 

The procedure to be followed in the issu nee of refunding 

bonds is outlined in the St atutes . 

Notice of t~e issuance of bonds pr ovided 
for in this act, 2 shall be given by publicltion 
in a newspaper published at the county seat, or, 
if no newspaper is published at the county seat, 
then such public? ion shall be made in the offi­
cinl newspaper oi ~uch county, and by posting a 
copy of the sane in f ive public places in the 
municipality, stating that on the day named 

31 62 o. s. 1941, sec. 14 . 

32 R. L . 1 910, Sec. 362. 
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therein the municipality will proceed before the 
county court of the county, if the amount be 
less thRn one thousand dollars, or before the 
district co urt , if the Am ount exceeds one thou­
sand dollnrs, to mnke a showing and ask the court 
to hear 8D<l determine the amount of the out ­
st~nding leg 1 indebtedne ss of said municipality, 
and to sign the bond s to be i ssued in payment of 
the same; and any person interested may remon­
strate against the i s suance of the same. !:Juch 
notice h·ll be g iven for at least teg days be­
f or e the day named for s id be aring .3 

As concerning the matter of protest against the re-

funding issue, the Oklahoma Sup reme Court stated: 

~fu ere the distri ct c ourt has determined the 
validity of the war r ant indebtedness of a school 
district under the refunding proceedi ngs provided 
for by law, Rnd bas decreed that the funding bonds 
sought to be issued are vali d and issued in strict 
accordance with the said fund i ng law , and no ob­
jections or exceptions are made to such deter­
mination and decree and no ~ppea l t Lk en therefrom4 
the decree and judgment is f i nal and conclusive.3 

Certificate of registr ation. All gener a l obligation 

bonds and refunding bonds of politi ca l subdivisions of the 

State of Oklahoma are required to be registered. On general 

obligation bonds, the Statutes says : 11There shall be on 

each bond a certificate of the Treasurer of the issuing 

municipality or pol itical subdivision that he registered 

the bonds.~3 5 And concerning the registration of refunding 

33 62 o. s. 1941, Gee. 392. 

34 Prince v. St. Lou is & S. F. Ry. Co., 110 Okl. 141. 

35 62 Okl. st. ~nn., s ec. 358. 
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bonds the Statutes relates as follows, in part~ 

The clerk of every county, city, town, to ·rn-
ship, scl,ool district and board 9f educ a tion, 
i.,suing bonds under this article36 L, 11 register 
the same in his off ice. Such bonds shall als o, 
in every c a se, be regi tered by the county clerk, 
showing the date, number nnd llmount thereof , rate of 
interest, number of coupons :md mount of each, to 
v~h om payable, where payable, ate of maturity, and , 
if optiona l, under wh8t conditions; •••• the audi­
tor ohnll u p on being satis ied th,t such bonds have 
been issued cccording to the provisions of this article 
•••• register the s.me in his office in a book 
kept for tha t purpose •••• under his se 1 of 
of ice, certify upon such bonds the fact that they 37 
have been reg istered in his office according to law. 

Bonds for county courthouses and jails fishall be re-

cord d by the county clerk and by the State Auditor , both 

of whom shall endorse the sane on the back tbereof.~38 

t•Such bonds ( street improvement bonds) ..,ball be reg­

istered by the Clerk nd Treasurer of uch city or town 

in a book to be provided for that purpose and each bond 

shall bear a certificate of such regiotration 39 . . . . 
I I I • 'l'Y .t' .& :;; OF BO lllDS 

' 'er ial bonas . All bonds issued by any politic a l sub-

divi ion of the St ate o . Okl3hom except those issued under 

the provisions of' sect·on 426, title 62 Oklahoma Statutes 

36 Refunding Bond ct of 1910 

3? 62 o. s . 1941, Sec. 396. 

38 19 Okl. s t. nn., s c. 738. 

39 11 o. · s . Gupp. 1949, Lee . 151. 
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194140 sha ll be s eria l bonds. ~hey muet m~ tur e within 

t wenty-f iv e years . The firo t i ns t all ment h 11 not ma-

ture within t v,o years of the date of t he bonds, but mu::it 

mature no t l a ter thun fiv e ye rs after the i r date . ~he 

bond s sl1All mature in equal nnual inutnllmentr; but the 

l c1 t inst,,llment may be of n.n odd amount to c omplete the 

rctirenent of the issue , not exceeding tv,o pre ious in-

stallments. The denomina tion of th e b ond . sha ll be one 

hundre do llars or multiples of o c hundred dollars not 

to exce ed one th ouaand dolla rs, with th e exception of the 

l as t numbered bond whi ch mty be of an odd amount , no t ex-

ce eding one thousand do ll .rs , t o complete t he full ig sue. 

The St atutes st , te a s fo llows: 

.lhenever uny mun icipal corp ora tion, or 
po l itical subd ivision of th e St a te of UklEhoma , 
shall vote any bonds or i::isue any funding or 
refunding b on s , such bonds shul l be mude to 
ma ture in e qu a l nr,nunl inst ullmento , beginn i ng 
not l ess than two l 2) nor more than five (5) 
years fter t he ir date, excep t tha t t~e l ast 
maturing i nntallment may be for s uch sm _ not 
more than t wo ( 2) inutal l ments , as will co -
plete t he ful l i sue of such bonds , notwith­
s t Rnding th e necessity of va r yirg th nmount 
thereof t o comolete the same . The demon i a ­
tiona of said bonds sh 11 be One Hundred 
Doll:Hs (?1 0 0.00) ormulti n l es thereof, no t 
exceeding ne Thouna d Doll ars ( ~l,000. 00) , 
except the l ast numbered bond may b e for such 

40 Infra ., p . 36. 

a Probably should read ~denomina t ion~. 



09tional funding .2!. refundin~ bonds. The lc1-w has 

made pr ovisiouu \Jhereuy · rt mt.mi c ipp_l i t;y m.;1y issue fund. ing 

·<-" . ., • ' ~ • • ,. or r e.i. u.nv1.1 ng otn1c,.n Yd 1,i:1 a provisicin that they moy 1:c :re-

d.e.emed 011 .:-i.ny interest r:2yin.? dn.te.. These bomls viould be 

designated as optional funding o~ refunding bonds. Such 

l,onds :may be c;:-illed v"benever there hao been accumulated 

in the sinking fund_ an trmount, in excess of tbe .rnnount 

needed to pay the next tv~o succeeding oemi-nnrmaJ. int ere st 

cotrpons,- sufficient to retire one or more bonds. The 1wovi-

sion in the statutes for optional funcUnc r,r ,,,fundtng 

bonds is ns :follmrn-~. 

Any rm.:micip:;i.lity may refund o.ny_ part or 
ull of its ·1:;ouded .:.1nd. judgment indabtodnetrn and 
the intorerit thm:eon, b;y ue,;reement -~ith holders 
of ;Juch iuuebt ed.rieur,; to b c fund ed. or refunded, 
by issuance of func::ing or :r efundh1.g bonds n:wtur­
ing v;:1thin twenty-five yc:;)rs frolll date. \ben 
Q:r.ty sucb funding or rcfm}dinc bonc'ln mnturo other 
thnn r::erL::;lly an }:Hov :icU3d l:y ;~ect;;.on 5929 Okla­
homa Jtatutee 193142, they ~1all be optional · 
and oubj cct. to redewption on :.;,_ny interest pay­
ing date. Guid bonds sh,;111 be designated op­
tional fund.inc; 01· refuncling l:ondci, ::;,J/ shall 
rec-:i.tc thnt · they are 0ubject to reel.eruption ot· 
any inteTest payhic; clo..te. :-.lai( 1:on}hJ sbnJl be 

41 62 (;. ': ._.,.. 
r .. •t.. \... \,I 

42 62 o. ~. 1941, Gee. ·353 

43 62 o. S. 1041, ~ECe 426a. 
44 



author ized, executed, registered and approved 
in tbe same manner a,:: funding and refunding 
· ,nds issued under other statutes in for ce 
••• • Provi ed suffi ci ent money is retained 
in the sinking fund to pay the next two suc­
Ce<Jd i!lg semi-am1uc l interest coupons coming 
due on each band. 

All bonds issued by any municipality ex­
c ept those issued under the provisions of this 
act , shall be serial bonds os required by Sec­
tion 5929 Oklahoma Statutes 1931.43 

37 

Section 353, title 62 Oklahoma Statutes Annotated44 

is the 1947 revision of the 1927 l aw l62 O. S . 1941, 

Sec. 353) refered to in section 426a above, which law was 

passed by the legislature in 1939. hthout a comparison 

of section 353 as revised in 1947 with the original law 

passed in 1927 it might seem that this section is con-

tradictory to section 426a Oklahoma Statutes 1941. Sec-

tion 353 as per.the 192? l aw is as follows& 

iVhenever any municipal corporation, or 
political ~ubdivision, of the St ate of OklRhoma , 
ohall vot e nny bonds or jssue any funding or re­
funding bonds, su ch bonds shall be made to mature 
in annual jnstallment , beg i nning not less than 
three nor more than five year - fter tbeir date. 
Sucb instnllments shall b e in equal amount "! of 
One Hundred ( "~100 . 00) Dollars , F ive Hundred 
($500 . 00) Dollars, or One Thousand ( $1 , 000 . 00) 
Dollnrs, except that the last matur i ng install-
ment may be for uu ch s um less than two install ­
ments, as will complete tbe ful l i sue of such 
bonds, no twithstanding the necessity of v ·.rying 

43 
62 O. S. 1941 , ~ec. 426a. 

44 
p . ~1 • 



the ~mount thereof to com~let the 45 s ame. 
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It wi l l be no ed that n me of the ch ·mt,;es made in 

t he 1947 r evisi on were such to n ake thP 1 9 47 1 11w any more 

contrad ictory to section 426a than the 1927 l ·w. ~he only 

signi ic ant chnng e WRS in t h e time the f ir t in r t Bl l ment 

could mature , 11ot less th n t hree y eHrs from t he ir date 

in thP 1927 l n ·1 ncl not le , th::,n t . o y e.,ro f rom t heir 

date in t he 1 ~ as revi sed in 1947. 

Rev enue Bon d . The Constitution provide s that ei t her 

in advanc e of or at the time of incurring a n ind ebtedne s 

r equiring the . s s ent of t he voters, the municipality shall 

provide for t he collection of on annudl tax to pay the 

inter est on such indebt edness and o retire same a s it 

matur es . 46 Disr egard i ng this provision of the Constitu­

tio~ tbe 1 947 Leg islature passed an act47 authorizing a n 

incor por,ted c ity or t on to incur indebtedness for t h e 

c nni s ition of w, ter works sys tem, nd is ue revenue 

bonds to be retired ent i r ely from the revenue of tne water 

orks . Such indebtedness could be i n exces s of that a llowed 

by article 10 , section 26 of tb e Constitution nd not wi t h­

in the exc e ptions provided f or in rticle 10 , ect ion 27. 

Upon t hi. , uth rity the city of · aul 0 Vo lley p ssed a city 

45 62 o. s. 1 41, ~ec. 353 . 

46 Const. Ar t. X, 8ec. 2?. 

47 11 o. S. Supp . 1 47, bee. 311-318 
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ordinnnc e authorizing the issue of bonds in t he amount 

of ~;585,000.00 (which exceeded the 5% of the taxable 

property within the city) for the improvement and exten-

sion of the rnter yBtem of the city . The yr incipa l and 

interest on these bonds were to be t->a id from the revenue 

derived from such improvement a nd extent ion of the ~H ter 

system. In urch v. City of Pauls Valley48 this act was 

declnred unconstitutional by the Oklahoma Supreme Court. 

The bonds were therefore declared void. The decision of 

th ~ court st ted: 

House bill 466, L. 1947, p. 56 et seq., 
appearing s section 311 to 318 inclusive, of 
Tit. 11 o. s • . Supp . 1947, purporting to authorize 
incorpora ted cities. nd to ills of the State, with­
out th e assent of t he voters thereof, to incur 
indebtedness in exces~ of that permitted by sec-
ti on 26, article .,,. of the Constitution, and not 
wittiin the exce )t ion thereto provided by section 27 
of said art i cle_, is co n rary to and !~ol tive 
of said pro isions and ther efore void. 

Commenting on the 1947 legisl nt i ve act }, ullen49 said 

that in the light of the speci al fund doctrine, it has 

been urged that enlar~ement of the power of cities attempted 

by the leg islative act nhould be as effective as statut es 

authorizing stAte agencies to incur indebtedness, notwith-

stRnding the limitations prescribed by art i cle X, sec ion 23, 

4 and .5 of the Constitution. 

48 Burch v. City of Pauls Valley, 201 P .2d 247 (Okla. 1948) 

49 James Wiull en, 11Validi ty of Revenue Bond Financing in 
Oklahoma" , Oklahoma Law Review, !I (Nov. 1949), 522-526. 
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The ~special fund A doctrine otates, in effect, that 

bonds issued by states or ita subdivisions, if secured and 

payable only from the revenues to be r .alized from a utility 

or other pro}:ierty a c quired from t he proceed ., of the bonds, 

do not constitute debts of the particular st~te or sub ­

divis ion is• uing them, .vi thin the definitio n of "'ebts" 

as used in the Constitution. In other ~ords , a constitutional 

limitRtion upon a state or municipal indebtedness is not 

violated by an oblieation which is pay2ble from a special 

fund. lf the stPte or municipality is not obligated to 

pay the oblig tion out of it general fund; jn the event 

the special fund is not suff icient to pay it, t he resources 

of the state or municipality a re not depleted by reason 

of the indebtedness. 

'l'he Supreme Court of Oklahoma has not a ccepted the 

"spec i al fund" doctrine in it s entir ety . The court u pholds 

the "special fund" doctrine as r e s~ects stute ~nd sta te 

agencies, but has not permitted municipal governments to 

employ that method of finan cing. Mullen s , ys the legislative 

act attacked in Burch v~ City of Pauls Valley was destined 

to fail in its purpose of allowing a municipal ity to finance 

a pu1;lic utility by a bond issue with out electoral a ssent 

of the qu lified voters, even though the bonds ·were to be 

retired entirely from a s pecial f und~ The Constitution, 

article X, sec tions 26 and 27 confers upon the voters of a 
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municipality the authority to s y ~hether su ch bonds should 

be issued. The Oklahoma Supreme Court bas held that 1 ~here 

t he Const itution co nfer~ the p ower to do a parti cular act 

a nd prescr i bes the men ns and mrrnner of doing such act, such 

meano or mann er is exclus ive of all others. ,.5 o 

The question may log ic a lly be asked i f tbe Oklahoma 

Leg i s lature has exhausted 11 t h e possib ilities whi ch would 

per mit special f und financing by muni cipalit i es, in the 

face of article X, sect i on 2G nd 27 of the Const itut ion. 

The rec ent deci s i on of .Armstr ong v. Sewer Improvement Dist­

rict xo. 1 51 , in which the constitutionality of a legis­

l a tive act52 providing for the organization and finan c ing 

of sewer improvement districts was upheld, suggests an 

nswer to th e quest ion. It seems that the legislature 

could avoid the constitutional debt limit~t ion of mun ici-

palities by setting up special improvement dist r i cts for 

wa ter systems in much th e same fashion as it oet up sewer 

district s in the Armstrong ca se • 

.But here a very impo.rtant problem pre s ent s itself. 

Nust the debt of an i mprovement d istrict having an are 

i dentic a l ~ith that of the municipa lity be considered in 

50 City of Sapul pa v. Land , 101 Okl . 2 2. 

51 Ar mstrong v. Sewer Improvement District Uo. 1, 199 
~ . 2d 1012 ( Okl a. 1948) . 

52 19 o. s. s u~p . 1947, Sec. 871. 
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determining the debt limit of tbe municipality'? In Kennebec 

'V ter District v. Waterville , 96 :r.:e. 234, 52 A.tl. 774 (1902) 

the ' aine ~upreme Court beld tha t the debts of c water dis-

trict need not be added in computing the deb t uf th co-

terminous city. The question has not been tried in the 

Okl·boma c ourts so it remains for the Oklahoma courts to 

determine whether a special districts debts should. be added 

to the amount of debt contracted by the municipality having 

an identical area. 

In view of the fact th~t the courts have allowed a 

special fund financing for state age cie s , the problem in 

question could be avoid ed i f the legislature would create 

separate water districts as stat e agencies. There ~ould 

then be no question concerning constitutional debt 1 imi t a-

tion for municipalities in such cases. 

House Bill 466 (11 O. s . Supp. 1947), "Rllich was declared 

unconstitutional in Bur ch v. City of Pauls Val ley, states 

as f olloi; s, i n part: 

All incorporated cities or towns ithin t he 
State of Oklahom re hereby authorized to issue 
revenue bonds, a t an interest r: te not exceeding 
five per cent, p·,yable .solely from revenu e derived 
from the ope ration of any water works system either 
newly constructed or pur chased pnder the authority 
of thi s . ct or improved and e-gtended under the 
author ity of this ct •••• 3 

53 clession Laws 1947, p. 56. 
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lso passed by the 1947 Legislative Seesion were laws 

author izing revenue bonds for the acquisition or construe-

tion of parking otations 8nd recreational f cilities, with-

out the Assent of the rualified voters of the mun ici~ality. 

The authority to issue revenue bonds for the cquisi-

tion or. construction of parking stations is gr~nted only 

to cities having a popul tion of no1 less than 140,000. 54 

The authori ty to issue the bonds is st ated in the Statutes 

as follows: 

la) To provide for the acquisition or 
construction o f ~uch parking stat i ons the govern­
ing body of any such city is authorized to issue 
negot iable revenue bonds of the city secured by 
a pledge of, and pay<ble from, the net revenues 
of any one or ,Jore of such parking stations. With­
in the discretion of the governing body of any such 
city, such bonds may be secured further by a trust 
indenture of such ,Piirkincr stat ions. ,/hen ever such 
governing body shall execute any character of trust 
agree~1ent imposing duties on a corpor a te t:-ustee 
in reference to the payment of the bonds or enforce­
ment of any right under the bonns for gonvenience 
such instrument mny be and in this Act 5 is some­
times r eferred to as the "Indenture ... Any such 
city is nuthorized to is ue n separate ~nd inde­
pendent series of revenue bonds to yrovide for the 
constr uction of each p~rking st ~tion, or in the 
d iscretion of the governing body of the city a 
single series of bonds may be issued to provide 
for the construction of two or more par Ling st2tions. 
1To election she 11 be required for the issu ance of 
said bonds. 

54 11 Okl . St. Ann., Sec. 1351. 

55 Session Laws 1947, p . 5 9-64. 
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Neg oti ab l e revenue bonds may, lso be issued 
by the g overning body of a ny such city for he 
pur pose of refunding bond i ssued under th i s sec­
tion, which m y be secured ln the · 1m r h erein 
pr ovided for origina l b onds . No election shall 
be h ad for the ibsu, nce of such r efundin g bonds . 

(b} The Revenue Bonds hereby author i zed shall 
c ont a in substantially the following provisions; 
RThe h older hereof oh · 1 nev er h , v<: the ri gbt to 
demand p n ym nt of this obli~ation out of a ny funds 
raised or t o be r ? ised by taxation.~ 

No such borids shal l ever b e a liability or 
debt of su ch city, but sole l y a ch a rge upo n the 
p ledged revenues. 

(c) The ex ense of operation and ma inten­
a nce of a ny ::mch parkinr t a tion sh qll a lways be 

f ir s t l ien a nd ch .rge ara inst the income there­
of. So long s 8ny of said bonds or a ny inter est 
thereon rema ins outst a ndin , the city sha ll chorge 
or r e1uire the payment of f ees a nd toll~ for the 
use of the f< cilitie of a ny uch pa rking st:tion , 
whi ch sh a ll be e q a l and un i fo r m within cl sses 
ct efined by th e governing 1ody of ~uc h city , and 
wh ic h sh 11 be t least ·ufficie nt to pay expense~ 
of opera tion and m.d nte n8 nce !:i. l d to 1my the princ i­
pal of a nd in erest on the outs t andin bonds as 
such princ i pa l mHtur c e nd as such i nterest accr ues , 
a nd to establi sh and ma i nt r, in such reserv e or re ­
serves, if a ny , as may b e prescribed in the or d i­
n~nce a uthorizing the bona s or in the i ndenture. 

( d ) So long as any such rev enue bond s are 
outst, nding , no a dd i tiona l b onds of e yn J c i gnity 
sh 11 be i sued r> · ·• inst t h e pledged revenues or 
the p l ed g ed rev enues , nd properties, except to 
the extent and in the manner expr e ssly permi t ted 
in the ordinan ce wb icb authorized such ou tstand­
ing r-evenue bo nds , or in the indenture. 

(e) Suc h bonds, and preceedings inci dent to 
their issu~nce sha ll b e submitted to nd approved 
by t he Attorney Gener a l of Ok lahoma, in the manner 
and with t he effect provided in Title 62, Oklah oma 
St atutes 1941, Section 11, 13, and 14. 
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(f) Any bonk , trust or insurance company 
organized under the lEWS of Oklahoma may invest 
itt~ :..:1it..,l ;;nd .-:urn l•1s jn conds issued under the 
prov isions of this . ct. The officers huving 
ch arge of ~ny ~ink ing fund of cny state or any 
c ounty , city, town, townsh i p or school district 
thereof r;iny invest the s inkin fund of r,u ·h st a te, 
co unty , city, town , townsh i p or school diutrict 
in bonds issued under th prov it.d ons hereof. Such 
bonds shall olso be approv ed as collateral security 
for the do:J osi t of , ny public funds and for the 
inveotment of trust funds . 56 

R~venue bonds for recreation 1 facilities my be issued 

by rall citie wh ich have a popul tion of not less than One 

Hund ed and Sixty Tho u and (160,000 ) a cco rding to· the la.st 

preceeding Federal Census 1•. 57 The statutory provi sion for 

the issuance of revenue bonds for recreatiou 1 facilities 

is s follows, in part: 

(a) To provide f or th a c quisition or con­
struct ion of such staci.i ··, sport aren:io or other 
recr r-,a tional facilities a nd/or additions thereto, 
Rnd/or ddj_tions to exiGting stRdiR, sport arenas 
or other recr ational facjlit ies, including land 
a nd eguipment therefor., the gov erning body of any 
such city is rutborized to issue negotiable revenue 
bonds of the city secured by a pledge of, and pay­
ab le from, the rn~t revenues of ct ny one ll) or more 
of such stadia, sport arenas or other recr eational 
facilities, together ith all future extensions 
or addition:3 thereof or r(.pL.c rn nts t hereof •• 
• • ~o election shal l be required for ibe issuance 
of ..,uch bonds. 

NegotiRb le revenue bonds ~ay also be issued 
by the governing body of a ny such city for ~h e 

56 11 Okl. St . nn., 'ec. 1353. 

57 11 Okl. st . nn., Sec. 1371. 



purpose of refundine bonds issued under this 
Section which may bes cured in the manner 
herein provided for original bonds. No elec­
tion shnll be had for the issuance of such 
refunding bonou.58 
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Part (b), {c) and (e) of this section are the same 

as part (b), (c) and (e) of section 1353. 59 

There is r eason to believe that the l eg islaLive 

c nthority to issue revenue bonds for the requis ition of 

pnrki1w str..t i ons , nd r L cr .1 ti en 1 facilities will be found 

to be unconstitutional if nnd • ben the Uklahoma tiupreme 

Court is c~lled on to hand do vn n deci.sion on the matter. 

Bnth acts state thnt no election is re uired fot the issu-

ance of tbe re en ke bonds. It was this identical prov i-

sion i the l~gislt'ltive net, authoriz ing revenue bonds 

fo r w:,iter vorks, th ·J t was the basis for tbe courts holding 

the ne t uncons titutionnl. 60 But until such time as the 

legi slat ive a ctE-r.ire held unc onst itutional, they remrdn 

In 1 949 the Okl horn·, Legislature pa ss ed ,,. law author-

izing the issuance of revenue bondo f or lock , boat houses 

and boats by cities of not less than 3,500 nor more than 

4,000 population. 61 

58 
11 Okl . St. Ann., Sec. 13?3. 

59 Supra, p. 44 

60 Brunch v. 0ity of Pauls Valley, 201 ~. 2d 247 
( Okla. 1948). 

61 
11 Okl. st . Ann., Sec. 1385 .1 
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But in this bill it is sp cificd that the quest ion must 

be _ubmitted to a vote of tbe pr operty t Rx-pay ing voter s 

of the municipality, and a lso r .. ust be approved by the 

1ttorney Generol of Oklahom • 62 The section of the statutes 

:.rn thorizing revenue bonds for docks, boat houses and boats 

is as follows: 

To provide for the acqui ition, construction 
and equipment of such docks, boa t houses ,nd boats, 
the governing body of tny uch city is authorized 
to issue negotiable revenue bonds of the City, se­
cured by a pledge of, nd payable from, the rie t 
revenue of such runusement and recreational facili­
ties, together with all future extensions or ddi­
tions thereof. .Ji thin the discretion of the govern ­
ing body of any such city, such bonds may be se­
cured further by a Trust Indenture on such doc ks, 
boat houses ~nd boats.63 

The la a lso clearly states tha t such revenu bonds 

shall be retired only from the 1)ledged revenues , nd shall 

not be a li·bility of the issuing municipality. The bonds 

must cont a in provision stating such f ct. The law as 

it appears in the Statutes is as follows: 

The Revenue Bonds hereby author ized shall 
cont in substantially the following provision: 

The holder hereof shall never have the right 
to dern11nc payment of this oblign tion out of any 
fund. r a ised, or to b r n ised , by t axRtion . lfo 
such bonds shall ever be liability or a debt 
of such city, but solely a charge upon the 
pledged revenues.» 

62 11 Okl. st. 1nn., ,>ec. 1385 , 4. 

63 11 Okl. st. Ann., ~ec. 1385 , 2. 
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So long as such revenue bon ·s are outstand­
ing, 1 o addi ti on&l bonds of equal d i gn ity shall 
be issued a ainst the pledged revenue, or the 
pledged revenue ~nd property, except to the ex­
tent and in the fil nner they expr ssly permit it 
in the ordinance, which uu thorize such outstand­
ing revenue bonds, or the Indenture .. 64 

There is little reason to doubt that the 1 949 revenue 

bond leg isl tion would be able to with~tand L trial in the 

courts. This act is not contrary to section 27, ,rticle X 

of the co nstitution. The City of agoner has voted revenue 

bonds th~t probably fall under t he provisions of the 1949 

bill. "Lnst Fril l the city (WaeonerJ vot ed ."'300, 000 in 

self-li quidat·ng revenue bonds for construction of a boat 

bas in ~nd recr ~a tion area on peninsula east of the city. »65 

IV. CHARACTER OF B N'.JS 

l ee;otiable. As of recent yeers th e le r~ic-. lpture h s 

had more of a tendency toward makin unicipal bonds ne-

gotiable. o doubt they realize that this characteriGtic 

of a bond grea tly improves its mar ke t ability. Followin 

re ome provis ions of tha statutes f or issuance of negoti-

able bondsi 

The governing body of any city or incor porated 
town •••• sb 11 pr ovide by res olution for the 

64 11 Okl. St . Ann., Sec. 1385 . 3 . 

65 Tulsa Daily Worl2:_, ~ar ch 22, 1 <:.: 50, p. 28. 



issunnce of neg oti~b l coupon bond s •••• 
(for street improvements... 66 

The governing body of nny such city is 
authorized to i ssue negotiable revenue bonds 
of the city (for recreational facilitiesJ 6? 

~ 11 bonds is ued hereunder (for automo­
tive parking stations] shell h·ve and are 
hereby declared to have all the ualification 
a nd incidents of nego ti ab le instruments.68 

49 

The governing body of any such city is 
author ized to i ssue nego tiable rev enue bonds 
of the city (for docks , boat house and boatsJ 69 

DenominRtion. ,I i th few exceptions the statutes state 

thnt the denomin tion · of muni c ipal bonds shi 11 be not less 

thnn one hundred dollars nor more th~n one thousand dollar s, 

usu ly in multi ples of one hundred dolla~s . l aw of 193? 

states th t bonds i ssued for funding matured a nd outstand-

ing s .eci a l assessment obliga tions "shall be in denomina-

tion of F ifty ( $ 50.00) Dollars or any multiple ther eof; 

• • • • 
,, ?O The 194? revision of a 192? law states: 

Whenever ny munici pal corporation , or 
political subdivi ion of the State of Oklahoma 

66 11 o. s. &upp . 1949, b BC • 151. 

6? 11 Okl. St. Ann., .... ec. 1373. 

68 11 Okl. ~t. Ann., 0ec. 1354. 

69 11 Okl. st. i nn., Sec. 1385. 2. 

?O 62 Okl . St. Ann., t, ec. 411. 



shn 11 vote HUY bonds or irrnue any funding or 
refunding ~ends, •••• The demonimation 
( probnbly should recd denominntionJ of said 
bonds nhall be One Hundr ed Doll rs (~110.00) 

50 

or multi pl es thereof' , not exceeding One Thou­
sand Do l l ars (1,000.00), exce pt the last number­
ed bond m8y b e r or Buch odd amount not exceeding 
O e Thousand Dollnrs ( $1 ,000. 00) , a,1wil l com­
p l te the full issu of said bonds. 

This would seem to repeal the l <J37 l aw authorizing the 

issuance of f undin ~ bonds in denomination of fifty dollars . 

Interest Rates . fun icipaliti es m·y not issue bonds 

for any purpose bearing interest in exces of six per cent. 

The sta tutes says that every municipal corpora tion wi thin 

t his state •shall have power to issue and sell bonds un-

der and by virtue of the Constitution of his St ate , bear-

ing int ere t not to exceed six p rcentum per annum , • • • • 

Howeve r, for bond s issu ed f or cert . in spec ific pur-

pones, the 18W h as set a maximum interest r~te of less than 

six ner cent. Bonds for doc ks, boat houses, and boats , 73 

and bonds issued by a municipal university74 or Boa rd of 

Educ ati on of : city75 sh~ll be r interest not to exceed 

71 62 Okl. Gt. Ann ., Sec. 353. 

72 11 o. s . 1941, Sec. 563. 

73 11 Okl. St. Ann . , .._.e c. 1385. 5. 

74 11 Okl . st . Ann ., Sec . 1329. 

75 70 Okl. st. Ann. , :.i ec. 200. 

72 



51 

five per cent per annum. nd bonds for recreational fa-

cilities shall ·betr interest nt a rate of not exceeding 

four per cent (4%) per annum •• ,1 76 
• • 

1nturity dates. ~he Constitution limit tbe life of 

any mun icipal bond issue to twenty-five years . 

Provided, Thnt , ny ucb ctty or town in­
curring 8ny such indebtednes 0 re c uiring the 
assent of the vot e ·s as ~foresaid , shall have 
the power to provide for , and , before or at the 
time of incurring such indebtedness , shall provide 
f'or the colle c t ion of nn annur 1 tax in addition 
to the other taxes provid ed for by this Const i­
tution, sufficient to tJay the interest on such 
indebtedness as it fallc due ~ and u lso to con­
stitute a sinking fund for the pHyment of the 
princ ipal thereof with i twenty - five years from 
the time of contracting Lh e same .77 

l aw of 1947 also states that a ll munici~al bonds 

shall mnture in insta llments. un this matter , the statutes 

is ns follows, in part : 

Whenever any municipal corpora ion , or 
political subdiv ision of the State of Okl ahoma, 
shall vote riny bonds or i sue any funding or 
r efunding bond s , such bonds sh , 11 mature in 
e qual t1nnual inst: llments , b cg inninc not le.,.;, 
than two (2) nor nore tha n five (5 yeas fter 
th e ir date, except that the last maturing install­
o ent n~y b e for sucb sum not more than two (2) 
ins t~ l lment ,, , H will complete the f ull issue 
of such bonds, notwi that i;1nd ing the nee eos i ty of 

76 11 Okl. st . Ann., 8ec. 13?4. 

?7 Const. Art. , ~ec. 27. 
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Vtrying the nmount thereof to complete the same. 78 

Certain bonds must mature in less than twenty-five 

years. Bonds issued by a munic i pal university "shall ma-

ture not l a ter than twenty (20) years from da le of issu ance. t17 9 

Bonds for a system of electric lights for a toln must ma-

ture in t wenty years, but payob l e af ter the expirRtion 

of ten years at the option of the town. 80 Bonds for im­

provement~ of, gener~l nature "shall be paynb le in not 

less than ten years nor more than t wenty-five years, f rom 

th e date of their issue.~81 Bonds issued for the purchase 

of transport qtion eauipnent by .a school district "shall 

be m~de to ma ture wi thin a period not to exceed ten (10) 

years from their dat e. 1182 Optional funding or refunding 

bonds shal l mat ure ~i thin twenty-five years "and shall 

recite that they are subject to redemption t any interest 

paying date.~83 Bxcept as· provided for in the bond con-

tract or in the bond, a muni cipality mny not CHll its 

bonds prior to waturity without the consent of the holders 

78 62 Okl. :;;t . Ann., J ee. 353. 

79 11 Old . st. Ann . , Sec. 1329. 

80 11 Okl. !;. t • Ann., Sec. 1008. 

81 11 Okl . St . l\nn . , J ee. 645. 

82 70 Okl. 3t. Ann., :3ec. 531 . 

83 62 o. s. 1941, s ec . 426a . 
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of such bonds; 'J.'he Oklahoma Supreme Court st< ted: 

Under the provisions of section 27, art. 10, 
Constitution , a municipality may issue its' util­
ity bonds to nrnture nt c1 ny time within 25 yea.rs 
from date, but no authority is c r c1ntcd to the 
muni cipality thereunder to call its bonds vrior 
tu be m«turity date thereof as contained in the 
bond contract aga inst the will of the owner of 
sai bond and in the a'sence of an8~xpresb stipu­
lation to tha t effect in the bond . 

Unconditional lia.bi li ty of municipality. 'J.'be com­

mitt ee on municipal obliga tions {lational ssoc iation of 

Sunervisors of St ate Banks) c onsiders the general credi t 

obl ig:i t ion, where the issuing unit rigrees unconditional ly 

to )RY these obligations nn inter st ac cordirig to the 

conditions of the contract, the best ty>e of mun icipal 

obligntion. 85 Bonds i sued fo r county court houses, 

jails n.nd nublic buildings 11shall be of usual form and 

be so orded as to bind the CDunty nbso lutely to th ful l 

payment of both principal and interest, •••• 11 86 

Interest coupons attached. Coupon bonds are easier 

to transfer than bonds registered as to in erest and there-

fore have better mar etabili t y . This makes it des iruble 

for municipal bonds to have interest cou Jons attached to 

84 State ex rel. R . J. J~dwards,. lnc. v • .Keith, City 
Treas ., 179 Okl . 563. 

85 Supra, p . 9. 

86 19 Okl . st. l\nn., 'Jee. 738. 
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the bo1ds. The tatut s stnte that bonds issued for 

water works87, improvements of a g eneral nature 88 , and 

t t · t 89 h 11 b , d s ee 1mprovemen s s a e coupon cons . 

V. ~ I~ OF BONDS 

;,.dvertising for bids. {o 1Jond s except funding or 

or refunc ing uonds may be ol<l witho ut proper advertising 

of th~ notice to receive bids on such bonds. The sta tutes 

expla ins the detai ls i 

When any i ssue of bonds, except funding or 
refund ing bonds, agi,regating 1ive Thousand ( t 5,000.00 ) 
Dollars , or more , shall be made or ordere by any 
county, city, town, board of educ ution, school 
district, or other political "Ubdivision of the 
st a te , the proper officers sha ll, before sell ing 
r uch bonds cpuse at least tend ys' notice to be 
given of the time and p l a ce wben and where bids 
therefor will be received. Such notice shall be 
siFn~d by the County Clerk, if issued by a county, 
and by the Clerk of ·rny city , town, board of edu-
cut ion, s chool district or other subdivision of 
the state, as the c < se may oc , nnd hall be pub­
lished for two successive week s, if in a we ek ly 
newspaper, or one we ek, if in a d;i ly ~aper. 
Provided , that the date r1e11 t ioned in such not i ce 
for the bale of such bonds , shall not 1 c less 
than ten dciys nfter the first public rtion there-
of. All bonds sha ll be sold to tLe bidder ij ho 
will PD Y the r efor par and a ccrued interest, an d 
who sha ll s tipul1te in hia ,id the lowest rate 
of interest v~h ich ucb bonds sh 11 bear. ;. nd , 
upon the a cc eJtance of such b i d , th e bonds shall 
be issued in accordance therewith a nd shall be 

87 11 Okl. St. Ann ., ~ec. 294. 

88 11 Okl. bt. Sec. 645. nn ., 

89 11 o. s. Supp. 1949, Sec. 151. 



delivered to said purchPser upon payment of the 
purchnse 0rice ther of. Provided , that each 
bidder shrdl ubmit \ itb his bi<l, sum in c1.1sh 
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or itn equivalent, equRl to two percent of h is 
bid, and u pon the acceptcnce of qny biL, such 
deposit hnll b ecome the property of the county, 
or mun icipality selline such b onas , nnd sh;:,11 be 90 
a ccredited on the purchase price thereof •••• 

Contestability of bonds. 1'1No tender of the bond shall 

be valid unt i l after the exp ir at io n of th period of con-

testability as now provide d bJ law •• 1191 
• • The period 

of contestability is thirty days after the issuance of the 

cert if icate of opprov al by th sl a te bond commissioner. 

~he statutes state that the bond issue shall be incontest-

ab le in any court in lh St ate of Uklnhoma unless •uit 

thereon shall be trought in a court having jurisdiction of 

th e s rue within thirty da y s from the d te of the E proval 

thereof by th e Bond Commissioner 11 • 92 

Cannot be sold for~ th Rn par plus a ccrued interest. 

law p.s sed by t he 1913 sescion of the legislature stat ed 

clearly thnt all bonds sold must net the municipality par 

plus accrued interest. The p rovisions of the statutes 

ar e as follows: 

go 62 Okl. c::. t. A c• 3r.4 .... nn., ...,ec. :.> • 

91 Loe. cit. 

92 62 O. s. 1941, 0ec. 13. 



It shall be unlawful for any board of county 
comniss ioners, city counc il , or city commissioners, 
town council, to\rnshi"' boa.rd, ~1chool district bo a rd, 
board of educntion or any other offi cer of any such 
:munici9al co rporation , or subdivision of this state, 
to sell, agr~e to sell or c ontra c t to sell any bonds 
issued by a vote of the p eople for any sum less than 
p r v,i th accrued interest adrled, and ny commission 
allo..ecl any per son or firm for the sa.l e of such bonds 
must, fter being d educ1,ed from the sum total for 
~hi ch said bonds are· sold, le av e in the trensury the 
sum e qual to the par v< l ue ·and accrued interest thereof. 93 

The tututes ~ lso states the penalty for violat ions 

of the law as given in the ab ove section: 

Any member of any board of county comm is .... ioners, 
Rny member of nny city council, or member of A.ny 
bo ·: rd of city c orrim issio ner s, nn y member of fl ny town 
council, nny 11ember of township bonrd, any member of 
nny city bonrd of education, any member of any school 
distric t bo~•rd, .. nd any other officer of any of the 
nfores~id pol iticnl corporations or subuivisions 
of tbis st·,te, or '1.ny othe r officer of Hl1Y political 
corpor ation or subdivision of thi s state, who shn.11 
·ell, or :-1~ree to sell, or contr nct to sell •·t le s s 
thfl rl p,r, any bond o f his respective county, city, 
to vm , t O\ ms 11 i p , o c h o o 1 d i st r i ct , or other po 1 it i -
c ·il corpor:ition or nubdivi sjon, shrill be guilty of 
a misdem eanor, forfeit ; nd be rer10ved from offi ce, 
and in ' tl'Jition, be littb le on his official bond 
for th difference between the sum receive and the 
par v:lue of the bonds with a ccrued intereat thereon. 94 

~he 1913 l an (cited in part above) did not sta te that 

it w s the intention of tbe legiolature to repeal the 1910 

l· ~s ttuthor izing the sale of bonds for water ,iork s at 90% 

93 62 u. s. 1941, ;:;, C • 

94 62 o. S . 1941, r.)ec. 3 52. 
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of their face value95 and bonds ieaued by a school dis­

trict at 95Ji of their par vulue. 96 t)hould the point ever 

be 0uestioned, it would be up to the courts to render a 

dee is ion. 

J:renli um 2.£ ~ .Qf bonds. Although the lH\ii does uot 

allow municipc:ll bonds tio be sold at a discount, they may 

be sold at n. premium. the lavJ specifies the uses to which 

tllii::1 premium may b(~ UBed.. The premium may be used to pay 

brokera.ge on the sale of bonds, provided nany commission 

allowed any pe:n.rnn or firm must 1 1.;,fter being deducted. from 

the sum t otr~ 1 for \Vhich said bonds are solfl, leave in the 

treasury the sum equal to the par vnlue QU.d :.1ccrued interest 

thereof. it97 Any preinium in excess of such brokeruge must 

be credited to the sinking fund.. 'l'he Oklahoma Supreme Court 

has saidt 

Ve think and hold that under our Constitu­
tion ~nd taxing statutes, the accrued interest 
on bonds 11nd the net premi.um on bonds should be 
credited to nnd held in a sinking fund for the 
purpose of reducing the tax levy necessary to pay 
the intere~~ thereo~ rc1nd cr9~te n sjnking fund 
for the retJ.rement thereof. 

95 11 Okl. f:~t t) Ann. ~alee. 294. 
' 

96 70 Okl. ~Jt. .!\,nn. , f,ec • 525. 

97 62 o. •'"'I ~- 1941, ;;;~cc. ;551 a 

98 Aaronson v. ;3miley, 142 Okl. 35. 
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Uoes of proceeds from .§.ill of onds. ,.All laws 

author izing the borrowing of mo ney by ·nd on behalf of 

the State, county, or other politica l suLd ivision of the 

State, shall s pecify the pur pose for which the money is 

to be used, · nrt the money S" borrowed Shf' 11 b e used for 

no other purpose. 1l99 In the Okl homa Supreme Court c a se 

0 Gulf , c. & s. F . Ry. Co. v. .blxcise Board of Love CountylOO 

tbe court held thnt wber e •°) city is cues bonds for the con-

otruct ion of public utility plant, end before such 

bonds are r etir ed, sells the plant; the proceeds from the 

sale of the plant should be us ed f or no other purpose 

than for which the money wa s bor rowed. The interest on 

the notes, received as part payment for the plant, must be 

us ed ts f<r as necessary to pay t he interact on the bond s 

a nd to retire the principa l of the bonds. 

,fuere there is an excess of the proceeds f rom the sale 

of bonds over the r eauirements, the Oklahoma Supreme Court 

has held: 

·~ere the purpo e 
iosued h os been served 
on hand derived from 
it c n b e used fo r no 
pl aced in th e s inking 

f or which bonds were 
hnd there is e bnla nce 
SRle on the bonds i e sued , 

other purpo e and muot be 
f und for the purpose of 

99 Const. Art. X, Sec. 16. 

lOO Gulf , C. & G. F . Ry. Co. v. Excise Board of Love 
County , 141 Okl. 34. 
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retiring , pro tanto (as f a r as it goes), the bonds 
so is sued in excess of t he amount nraied for the 
purpose for h ich they were issued. 

VI. ACCU1IULATIOU OJ? SINKI UG FUND AfJD RET IRE :llil T 0F BONDS 

Accumulation of sinking fund. There are seve ra l ways 

in whici1 a s i nking fund may obtain money. '.L'he mo st imp or-

t a nt a nd the means by wh ich the creater par t of such sink-

ing fund money is obt a ined i s through a tax levy. It is 

the duty of the officers of each muni ci pality t o levy taxes 

e ch ye a r of suffici ent amount to me et the sinking fund 

requ irements for tha t year. 102 The me thod of c a lculat ing 

the sink ing fund r e ui rements i s given in the next chapter. 

The sinkine fund requirements must include an a.mount for 

the payment of judgments , i n add ition t o the principal· 

and inter est on bonds . The OklabomR Supreme Court has 

stated: "In this jurisdiction judgments a r,a i nst a mun ic i -

pality are s i nk ing fund obli gatio ns and pre pa i d by thre e 

annua l si nk i ng fund levies, or they may be paid out of 

the sinking fund and the s ame reimbursed by three annual 

1 . .104 ev1es. • The t ax levy for sinkine fund purposes is 

reduced by a surplus in the building f und: 

lOl re Bliss et a l, 142 kl . 1. 

102 62 Okl. vt• Ann., Sec. 431 . 

103 Inf r a , p . 85 

104 Crane Co. v. Goer ke , 191 Okl . 1 . 

103 



· !hen the governing board of any county, 
city, town or school district shall determine 
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by proper resolution in writing that a surplus 
exist in any building fund cr eated under pro­
visions of ~ection 1en (10), Article Ten {10), 
Oklahoma Uonstitution, not r e uired for the 
completion of the purpose for ,1hich sa i d taxes 
were levied nd collected, or where said pro­
posed construction has been abandoned , said 
surplus shall be refunded to the·tnxpayers by the 
use thereof by the County Exci se Hoard to reduce 
the tax levy for the binKing fund of the mun i ­
cipcl ity for 1hich the building fund was created. 
Provided, that any port ion of s, id building fund 
surplus not required to el iminate a sinking fund 
tax levy for snid wun icipality shall be refunded 
to the taxpayers by the use thereof to reduce the 
tax levy for the benef ;i t of the gener :, l fund for 
the sm, e muni c ipali ty.105 

Another sour ce of money for the sink i ng fund is from 

delinquent tax penal ities : 

•••• and in counties having a.n n.ssessed 
. net valuation in excess of $ 6,800,000.00 the 

penalties , interest and forfeitures which accrue 
on delinquent ad v a lorem taxes on proper ty lo­
cat ed in any t ownsh i p having a bonded indebted­
nes s of any kind, one -hnlf of such interest, pen­
a l t ies and forfe itures , when normally collected, 
shall be pa id into the sinking fund of ouch 
township, and the rema i ning one-lia lf thereof in 
su ch township and al l penalties , interest a nd 
forfeitures where there exist no township bonded 
indebtedness of any kind sh~ll be pa id into the 
county penalty reserve •••• Afte r une fif­
teenth of each year , the county Treasurer shall 
close the county penalt y reserve by transferring 
any unencumber ed balance thereof into the county 
sin~ing fund , or , if there be no sinKing fund of 
such county, 1 ~gto its courthouse and j a il 
fund • • •• 

105 62 o. s. Supp . 1 949 , Sec. 333. 

106 62 Okl . st. Ann., bee . 436. 
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An other source of money for the sinking fund for the 

p, yment of intere st on and ret i rement of ci ty hall bonds 

is from the renta l of partn of such City Hall building. 

The det, ils of thi:J provision are a s fo llowas 

That a ll cities in the St at e of Oklahoma 
operat ing under a ch arter form of Government, 
wherein such citi es may her eaf ter issue bonds 
for the purpose of r u ising funds to co nstruct 
a Cit y Hall building, be and are hereby re ­
qu ired to pay int o t he sinking fund for the 
payme nt of interest and the retirement of su ch 
bonds so issued, All renta l s so derived from 
the use of such parts of th e City Hal l Building 
as are not required for the use of the city, 
and such renta ls so c quired over and above 
maintenance shall be irrevoc ab ly pledged fo r 
the pRyment of the interest and the r et irement 
of such bonds and sha ll not be used for any 
oth er pur.1:1os e.107 

As ment ioned before i n the discussion of ~uses of pro­

ceeds f r oni s le of bonds ulOB any excess from the sale of 

bonds over re ouir ements must be credited to the sinki ng 

f und . 

surplus i n sink i ng fund. \ ifle never any muni cipality, 

except a townsh i p , has cc umulated a surplus in its sink-

i ng fund , such surplus may be trahsferred to the general 

fund of such muni cipal ity. But in the c se of an accumulat ed 

107 62 o. s. 1 941, Sec. 438. 

108 oupru, p. 58. 
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sinking fund surplus by a township, it may be tr nLlferred 

to tbe county bighvJay fund of such county f or the main-

tenon ce of county roads within the township. The author-

ity for such transfer i c g iven by a 1943 l awi 

\v'here nny county , city, t o,m , township, or 
sch ool d istrict • •• • h as accumulated ~ surplus 
in the sink i nf fund ther of, represented by ~c tual 
CRSh on h and in excess of al l out st and ing bond or 
judgment indebtedness , both matured nd i mmatured, 
includ ing coup on and/or other interest ear ning 
tb ereon VJhether matured or unmotured , e"1rned or 
unearned, or if t here be no known bond , co upon, 
or judgment inoebt ednes s outstand ing, gainst it, 
the county excise bo ard on ~pplic a tion of the 
proper officers ther eof is hereby author ized to 
approve the tran• fcr of ua id surpl us i n the s ink­
ing fund of sa id county, city , to,m, or sch ool 
distr ict to b e used fo r gener11 fund pur pose3 
of the same county, ci y, t own, or s chool dis­
trict; provided • • •• t h ere sh~ll be tttiched 
to such application an aff idavi t ~nd pr oof of 
publicat ion of pub lished n ot ice by suc h governing 
board of its intent i on t o app ly for authori ty to 
make such transfer, •••••••••••••• 
• • • • • • • S imilar l y a to~nsh ip sin~ing fund 
surplus, s imilarl d efined may be tr an~fLrrbd 
to the co unty high,ay fund of such county; but 
in this event, an appropri ation sh~ll be made, 
simultaneous wi t h the effective order approving 
such tranafer, equiv a lent t o t he amount of sink­
ing fund surplus so trnnaf.rrc! either in the high­
~ay budget account in the general fund o r in the 
county highway cash fund , for the speci f ic pur­
pose of maint ;.iining co unty ro ads in the parti cu~ar 
township t o wh ich such sinki ng fund belonged . lo 

tfuer e the rece ipts of a sinking fund, for any fis c a l 

year, exceed the sinkinr f und requ i rements a nd a deficit 

109 6 2 O. s . Su pp . 1 949, 3ec. 4 45. 
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of a prior ye8r exist, shull t he surplus of t he c urrent 

year be applied to th e deficit or ca.r ri ed for ward to r e-

duce the t ax l evy for the succeeding ye r1r? ttbe Ok]nhoma 

Supreme Court has s et out the cond i ti ons under whi ch such 

surplus muy b e applied to the deficit and when it mul;>t be 

car ri ed f orw·rd to reduce tbe sinKi ne fund t ax levy for 

the succeeding year . 

Th e city of Ardmor e h ad an unaccounted f or i:::urp lus 

in the s i nk i ng fund. This case is b a sed on whether the 

eu~plus was ju8tifiably ·pplied to a n existing def icit 

in the sinking fund or should it h~ve been eppl ied to the 

reducti on of a d v a l orem t ax levy . The court sta ted a s 

follows , in part: 

The plai ntiff in error contends that the sur ­
p lus was n,-,p lied t o r1a· .• c up , in part , au exinting 
defi c it in th e sinking f und. The defendant i n 
error contend s thot thb surplus should have been 
applied to the reduction of ad va l orem t ax for 
th e fiscal ye r in question . The determ i nation 
of tha t question is d ependent upon the ~ourc e from 
whj clJ the surplm:; \~as derived . I f it was from 
s ources other the n ad v a lorem t axation , under the 
r ule stated in re i ratest of hi cago, R. I . & ~. 
Ry. Co., 143 Okla. 161, 288 P . 337 , i t may be applied 
toward the existing def i ci t i n the s i nk ing fund 
and need not be appl i ed to the i t.uction of the 
rate of a d valorem taxation for the current yea r . 
On t he other h and , if it was derived from t h e col­
lec tion of ad v a lorem taxes , its application is 
dependent upon the rec ord a s to the year for which 
those t axe s were levi ed . if that rec ord ~hows 
that RUY portion of th e existing d ef i cit in the 
sinking fund was caused by a failure t o c ollec t 
the f ull amount of th e t axes dur ing t hat fis c a l 
year , so mu ch of the t axes for tha t yea r s ubsequently 
collected a s is necessary to make up tha t defi c it 
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may he used for that purpose. On the other 
h and , if there va s no deficit f or that fiscal 
year, the ~mount subs quently co l lected must be 
carried f or ~ard s a surplus n d us ed to reduce 
the ad wnlorem tnx for ubse uent fisca l years. 
'1e a re un ble to determine f rom the recor d de­
finit e ly the source from which the surplus was 
derived. If, :, s it appe , rs from the record , the 
sur plus w s ca used by the collection of some 
portion of the 10 er cent, added fo r delinquen­
cies c uring the last preceed ing fisc al year, it 
must be carried for war d as a ...,ur p lus and used to 
reduce the rate of t axation for t h e c urrent year, 
ond it may not be used for t h e purpose o f reduc­
ing the existing deficit in the sinking f und . 
in other words, if the needs of the sink ing fund 
for any f isc ,1 1 year were fully supplied by the 
funds co l l cted by ad valorem taxation for tha t 
year, whether they were collected during that 
yeDr or some subse quent year, any sur µ lu~ collect­
ed must be c arried forward as a surplus and used 
to reduce the r a te of ad va lorem t ax tion for 
t he subse cuent year. On the other h a nd , if 
those needs 1 ere not sat isfi ed by the collection 
during tbe fiscal year for ~hich the levy was 
made , , i1d t. defici t in the sinking fund resulted, 
tha t d ef; cit may b e made u p ~hen the t axes for 
th,~ t f isc , 1 y ear are suboeyuently collected , but 
if there are 6ubsequent coll ect ions exceeding the 
needs or tha t fis cal year, then the surplus 
must be used to reduce the r a te of ad v a lorem 
taxation and roay not be used for the purpose of 
reducii An ex isting def i cit in the sink ing 
fund . 

Defic it in sinkin~ fund. ,/here a deficit exists in 

the sinking fund the municipality is uthorized by l aw to 

determine anew th e sinking fund levy necessary ov er the re-

main ing life of t he bond i usue . This i s brought out in 

the statutes as follows, in part: 

110 l"rotest of Chicag o , 1. 1. & J?. Ry. Co., 164 
Okl. 114. 
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It . h 11 be the duty of the Officer s of 
each municipal corporation in the State of 
Oklahoma by law nuthor i zed to l evy t axes to make 
a levy each year for a sink ing f und , ~hi ch shall, 
with c ~sh actually on hand and investments in 
such fund, exclud ing t axe s in process of collec­
t ion , be su ficient to pay ~11 the bonded in­
debtedness of ouch munic ipality coming due dur­
in~ the fol l owing years; one year 's interest on 
nll outsta nding bonds of such municipality; a nd 
an additionAl sum equa l to one-third of the origi­
nal amount of nll outstanding judgements against 
the munic ipality, when one-third or more of such 
judgments remains due und unpaid• •••• where 
the sinking fund do e s not equal the accrual lia­
bilities, it is, in the following years , hereby 
au thorized end empowered to make , in addition 
to al l other levies, such t ax l ~vy as will , by 
the maturity dates thereof r a ise a fund suff i­
ci ent to pay the obligations wben due ••••• 
\fuen any v alid bond or inter~st coupon of a 
mun icipality matur e s and there are insufficient 
funs on hand to pay the same, such munic i pa lity 
is authori zed to make an addit i onal l evy i n addi­
tion to all other tax levies i n the next fiscal 
year or succeeding years , sufficient to pay said 
indebtedness , with interest accrued or nccruing ; 

111 
• • • • 

In 1942 the TexDo - Ernpire i pe Line Co. prot e sted against 

a tax levy to eliminate a defic it in the sinking fund of 

school district No . 26 , Tul s a c ounty . 'l'he protest was c ar-

r ied to the Oklahoma ~upreme Cour t. The decision handed 

down by the court s t Rted, i n part: 

There is no dispute of the fact that the 
sinking fund does not erual the nccrued lia­
bi li ties . the eover ning board re uested the 
levy as made • •••• Protest ant seem to take 
the position that a present levy is unauthor ized 

111 62 Okl. St . J nn., 3ec. 431. 



because the funds produced are not actually 
needed for payment during the 1>re.sent fiscal 
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year, not giving full force to the well-recognized 
statutory and constitutional provisions r0quir­
ing an nnual ac cumulation to pay the obliga-
tion when due . The statute cleorly relates to 
deficits of a c cruals or a ccumuLit ions and is ob­
viously designed to allov1 a new start or program 
at any levy per iod, toward and in accomplishment 
of the or iginal ~rogr m, and there has been some 
f i lure therein. 12 . 

l\nd jn f!nother decision handed down by the Supreme Court, 

which i s cited in part by the State Examiners and Inspectors 

Office113, the court stated, in part: 

Chapter 27, S. L. 1933114 , authorizes the 
ta..xing officials of a muni cipality, where the 
sinking fund does not ecual the liabilities, to 
make in the following years, in addition to all 
other levies, such tax levy as wil l so reinstate 
the inking fund as to enal:le payment therefrom 
of future maturing obligations \,hen due •••• 

'l'he maximum deficit levy authorized in any 
one fiscRl year, is the smallest amount necessary 
to provide cash to pay any and a 11 obligat i ans 
when due , and divided over the gr eatest number 
of years possiLle to yet effect the ~rimary pur­
pose of prov iding cash to meet obligations when 
due; the c a lculntion of the amount of the levy 
to ·be made a t each levy period with reg, rd to 
the conditions of the sinking fund Rt eRch levy 
period ••••• 

'!e ind however, that the act does not pur­
port to fix the year when the first of such de­
ficit levies must be mnde. • • • • '.l.'he sole 

112 Texas-Empire .Pipe Line Co. et al. v • .1. ul sa County, 
Excise Board , 191 Okl. 568. 

113 S . E. & I. Form 1404--1949. 

l14 62 Olrl. 0 t A 431 .,. .:i • nn., ,5ec. • 



prerequisite to the levy is that there must be, 
at the time such levy is sought to be made, a 
deficit in the sinking fund.115 
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he money in a sinking fund is 

accumulated for the purpose of paying interest and p1·inci-

pal of bonded indebtedness as it becomes due and poyable, 

and for the payoent of' money judgments ag( in s t the munici-

pality . '.l.'his fact is s t :l ted in the St te Constitution:· 

Counties, to vnships, school districts, cities, 
and towns eh~11 levy sufficient tdditional reve ­
nue to creat e a sinking fund to be used, first, 
for the payment of interest cou Jons as they f a ll 
due; second, for the payment of bonds a~ they 
fnll due; third, for the p yments of such parts 
of judgments o& such munici pa lity may , by law, 
be re~uired to pay.116 

The Constitution also specifies that funds collected 

from t ctxes levied for sink ing fund purposes sha ll not be 

used for a ny other purpo e. 

Eve ry act enacted by the ~egiolature, and 
every ordinan ce and resolution passed by any 
county, city , town, or municipal board or local 
legislativ ~ body, levying at x shal l specify 
distinctly the . purpose for which said tax is 
levied, and no t ox levied and collected for one 
purpose sha l l ever be devoted to another pur­
pose.117 

115 LeFlore County, Excise Board, v. St . Lo u is-San 
Francisco BRilway Co. et al ., 185 Okl. 440. 

116 Const. Art. X, Rec. 28. 

117 Const. Ar t. X, Sec. 19. 
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The Supreme Court bas_ held thnt 1:Jhen sufficient funds 

have been a cc umul ·~ted to retire a matured bond it sha ll be 

retired. This is explained in the Supreme Court case of 

Town of Shattuck et al. v. Barcafer . Barcafer held a 

~500.00 bond isbued by the town of Shattuck which had ma-

tured some s1x years previous . This bond was next in line 

for retirement. The sin.King fund had accumulated the sum 

of ~653.00 ,bich was insufficient to pay the $ 500.00 face 

of the bond n nd accumul ted interest. however, Barc afer 

a r~eed in open court to eccept the sum on hand in full 

satisfaction of the tond. Justice Gibson st a ted: 

No issue is mad e of the fact that the amoun t 
80 accumulated was lens than the sum due on the 
bond. And we.are aware of no reason why the agree­
Dent of the bondholder to a ccept a lesser runount 
should not satisfy the statutory provision that 
the bonds be retired ~upon the a ccumulation of 1 
sufficient funds •••• to pay one or more bonds". 18 

118 Town of ~battuck et a l. v. Barcafe~, 1 2 Okl . 336. 



CHAPTER N 

ACC OUNT ING Al D FINANCIAL PROBLEMS 

The a ct ual mechanic s of a cco unting entries, the c a l­

culrit ions for the issuan c e of bonds Bnd f or the a cc umula ­

tio n of a Qinking fund will be d i s cussed in this chapter. 

he disc ussion will cover both the me t hods outlined by the 

l aw a.nd those pr a cticed by c ert a in municipalit ies in this 

st, te. 

:1 ccounti!!.£. fo r issuanc e of bonds . Th city of l·erry 

does not pr i nt i ts bondn unt il they hHve been sold . After 

the bonds have been p~ inted ~nd del iv ered to the t rea surer, 

they re register ed in the ~ond Reg ister~. Illustation 2 

shows a sample page from the Bond Reg ister of th e city of 

Perry. 

·.:i-tien the bond s are sold, th 0 par of the bond s are 

credi ted to a special fun d . For exam1 le, ·,•hen the Se wer 

P l a nt Bonds of 1946 were so l d for ..;, 95,301.39 , tb e par of 

~r 95,000.00 wa s cred it ed to th e Gewer P l a nt Fund . The pre­

mi um of ;jp:::5 01.39 ~a s credited to the ew Sink i ng .liund. The 

Hospi t ;, l Bonds of 1949 were sold f o r $200,509.17. The par 

of 0 200 ,000.00 was cr edited to th e Hosp it a l Fund and the 

y5 09 .17 a s cred ited to the New S i nk ing Fund. The city 

of Perry do es not amortize tbe prei;1 ium f rom th e sale of 

bonds; it u ses the premium to reduce tb e amount of t h e 
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of 1 49 

No . of ~ond 1 or hrt r.1rpo e lssu d pitnl 
---~~~~~- -~-=-~---

te of Bond 4- -49 :Rn . of lnt. re• t_g_ cr c ent .... cmi- nr~. 

Ho . o Coupons ____ 3~~~-P:y,blc o~~.c......----'-~~~~----~ 

h n ue 4-1-51 -------

c ymen · of In er est C ,upor1s_._e._. _· - · nnu:.)lly 

o. of r ount of hen UC 
C uvons u I rlrS onth Y:en:r 

1 20 00 ,.pr . 1950 

2 0 00 u t. l 1950 

3 10 00 pr. 1 19b 

Illustrat·on 2. 

SAr'"PLE PAG.8 FROM BOND R ~GloTER Q}j~ CITY OF .PERRY. 



71 

first tax levy for sinking fund purposes . 

Budgetau [Ind accounting controls for the acc umu l a -

tion of sinking funds nnd retirement of bonds . fter the 

bonds are sold and delivered, the number of y ears in which 

a t x mRy be levied to accrue a sufficieht fund to retire 

the bonds, s they mature must be determined. The state 

examiner · and inspectors office gives t he followi ng 

methodology and authority for c 0lculntine sinking fund 

ccrunls for bonds. 

A levy for Sinking Fund accrua l should be 
m~de equ~lly eoch year . It is necessary to divide 
the tot 1 amount represented in such bond issue 
by the number of t nx-pn. ing ye ar s between d te 
~n 1 T"et irement of said issue. 125 Okla. Page 183 • 
. 'fhe.r the d te of m:::d rity Curing n fiscal year 
is prior to the 15th day of June, the number of 
t ax levies should be one less th,n the number of 
fiscal ye ars intervening between the date of issu­
ance and the date of the bond . If the date of 
matu ity during n fi ec ~l y e~ r is on or af ter the 
15t h day of June (b etwe en June 15th and June 30th) 
then the number of levies shouJ.d be the number of 
fiscal year s intervening between the da te of issu­
ance 8 DO dat e of nwt urity of t he bornl s . 151 Okl. 
J?age 74. 

Ch cnge thi s rule to :pril 1 instead of June 15. 
(TF.lx Court)l 

F or a twe nty ye o. r bond issue maturing between pril 1st 

and June 30th inclusive, be number of levi es fo r sinking 

fund accrua l would be t ~enty. lf the bonds mature a t any 

other date, the number of l evi es v, ou l d be nineteen . By 

l S. E. & I. For m 1404--19 49 , p.6. 
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reference to I llustra ti on 3 it is seen tha t the Sewer 

Plant Bonds of 1946, of t he city of ~erry, Oklahoma , ma -

turi ng on October 15th, have a l i fe of 16 year s; t he tot a l 

t ax pay ing years are 17. The Hos,ita l Bonds of 1° 49 , me -

turing on April 1st h ave a life of 11 years; th e tot a l 

t ax pay i ng years are 11. But with the ~ater ~xtension 

and Improvement Bonds of 1946, the city h a s depar ted 

from t he abov e rule. These bonds mat ure October 15t h 

a nd have a life of 12 years. The nu 1ber of levies should 

be 11, but t h e city has set up the annual acc rual s for 

10 years. ,nd a lso they are acc ruing only $8,1 00 . 00 

A.nnua l ly wh ich i s less than 1/lOt h of t l1 e 4,87, 000 . 00 

bond issue . If t h e city is a nticipating other revenues 

to make up the diff erence , this is co tra ry to the stat-

utes and court de c isions . 

In determin in g the Pm ount to be raised 
by ad va lorem t axa tion for a sinking fund there 
can be no deduc t ion made for estimated recei~ts 
from s our c es other th n ad va lorem t axation. 

In add i tion to the an nua l accrua l for bonds, there 

sho uld be an ' rmua l r• ccr ual to pr ov i d e f or the ;ayment of 

inter est fall5ng due .fter the l e st t ~x p ying year . Tha t 

is, interest on the am ount of the finul maturity of the 

issue wh ich matures during a fisc al yea r prior to April 1st, 

2 Gulf v. J ove County, 141 Okl. 34. 



til 1 ... 1 G F1rnD .:1CI •D ih:;;3 .. hD .ACCO TS CuVBR .i.,(1 lJB AlL 0£ 
BOlID~D nm '13T~Dw.,ss uUT ·, .,u DING l 'i::i O.ll' JU.NE 30, 1949 , 
l~OT '.I:Jt.ti;CTil G HOI.IBGTEADS 

Issue D te 
F irst ·~< turi ty - Da te 
1'"irst 1:a tur i ty - Amount 
Last Maturity - Date 
Las t },:a tur i ty - ,Amount 
Amount of Original Issue 
Tota l Tax Paying Ye ars 
Annual Accrua ls 
Tax Ye· r s Hun 
Tot 1 1. ccrual s 
Bonds a id ~rior to 6 - 30-1948 
Bonds Paid Dur ing 1 948-49 
Date Coupons Ma ture 1 st half 

(July 1 to Dec . 31) 
Total Bond's outs t and ing 

June 30 , 1949 
· at e of Inter est 
Current Inter est Earning s 

7 - 1 - 49 to 6 - 30 -1950 
Tot al Interest re ed to Levy 

for 1 9 49 - 50 
Inter est Earned During Current 

:b' isc al Ye a r 
Coupons Pa i d uuring Curren t 

l;'isc nl Yepr 

Illustration 3 

Ai rport 
Bonds 
of 1942 

10- 1 - 42 

10- 1 - 52 
1 0 ,000 . 00 
7 0 , 000 . 00 

9 
- 0 -

- 0 -
20,000 . 00 
10 , 000 . 0 0 

40 , 000 . 00 
it 
525 . 00 

2 . oo 

687 . 0 

68 7 . 50 

Sew er 
l nnt 

Bonds 
of 1946 

10-15-46 
10- 15 - 49 

6 , 000.00 
10- 15- 69 

6,000 . 00 
95 , 000 . 00 

17 
5 , 625 . 00 

2 
11 , 250 . 00 

0 
0 

1 0 - 15 

9 5 , 000 . 00 
2 

1 , 840 .00 

1 , 840 . 00 

1 , 900 . 00 

1 , 900 . 00 

Vat er 
Extension 
and 
Impr ovement 
Bonds 
of 1946 

10- 15- 46 
10- 15 - 49 

9,000 .0 0 
1 0 - 15- 58 
15 , 000 . 00 
87,000 . 00 

1 0 
8 ,1 00 . 00 

2 
16,200 . 00 

0 
0 

10- 15 

87,000 . 00 
2 

1, 65 0 . 00 

l, 6 ·0 . 00 

1,740 . 00 

1,7,10 . 00 

DETAIL OF BO ID.t.rn T.NDEBT~DlIBSS 01' CITY C.F .'.l.mJ; Y OU .' S'f, ,,l)l G ,AS 
OF Jlrn~ 30 , 1949 11o·r ,\FF.B:C'.11 H!G Jl(;l'i.8 1" ' 1L\D ., 
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llJIG. 'l' lOHG E.ClJl:IL,D JUDD ,QULI.T '1'0 J .AH . 8 , 1937 r Gl:{ J.tlICH T J,.X 1~:Ji~h .PT 
}ll ~ ;sTE,liDS ARE HGT LIABLE 1ITH lTE~ 'D:::; F OR •J,L1JAL 4CCRlI•1D Tl-L.$J.i:Ol:, JlID 
1. .1 ,JS FOR I :NTERJ;;T 1~ ."'J.r. nms ACCR tr_._;D Alm t\C CRT,I NG T:...BRECJ11 . 

l:a in 
S wer 
Line 
Bonds 
of 1 946 

1 0 - 15- 46 
10-15-49 

4 , 000 .00 
10- 15- 58 

6 ;000 . 00 
42,000 . 00 

11 
3 , 8 18 .18 

2 
7, 636 . 36 

0 
0 

10- 15 

42 ,000. 00 
2 

800 . 00 

800 . 00 

840 .00 

840 . 00 

\'/h ite 
Jay 
Electric 
Dystem 
Bonds 
of 1 9 46 

10- 15-46 
10- H i- 49 

4 , 000 . 00 
10-15-56 

5 , 000.00 
33 ,000. 00 

9 
3 , 665 . A? 

7,333. 3 4 
0 
0 

1 0-15 

33 , 000 . 00 
2 

620 .. 00 

620 .,00 

660 . 00 

660.00 

storm 
J ew er 
Bond 
of 1 946 

1 0-1 5- 46 
10-15- 49 
4,000.00 

10-15-58 
5 ,000 . 0 0 

37,000. 00 
11 

:7, , 600. 00 
2 

7,200 . 00 
0 
0 

10- 15 

37,000. 00 
2 

?oo . oo 

700 . 00 

740 . 00 

740 . 00 

The 
Ho pital 
Bonds 
of 1 949 

4 - 1 - 49 
4-1-51 
20 ,000 . 00 
4-1-60 
20 , 000 . 00 

200,000.00 
11 

1 8 ,18 1. 8 1 
0 

- 0 -
0 
0 

4 - 1 

40, 0 00 . 00 @ l i-% 
1 60 ,000 . 00 @ 2% 

3 , 900 . 00 

3,900 . 00 

l~ one 

Hone 

1'otal 

42,991.66 

49 , 619 . 70 

53 4,000.00 

10 , 035 .00 

1 0 , 035 . 00 

6 , 567 . 50 

(T e vertic a l d e si,,· na tion and columnar heading s are the r everse of that i n ., . E . & I . F o:rm 1404) 
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DETAIL OF BONDED INDEBTEmmss OUTSTAliIDING AS OF 
J DlIB 30, 1949 AFFECT il~G H01lliSTE, ,DS \/I TH USEDS FOR All .. U L 
ACCRUAL ·rID'J:REON ' AND lnEDS FOR INTEREST EARl nrns ACCRU-~D 

• C CRlJING TlillREON 

Water Works Extens i on Bond of 1936 

Issue Dated 

L. st ~a~urity - Date 

Last Maturity - Amount 

Amount of Origiual Issue 

Amount So l d and Delivered 

Totn l Tax Paying Years 

Annual Accruals 

Tax Years Run 

Totnl Accruals 

Bonds Pa i d Pr ior to 6-30-48 

Bonds Paid Dur ing 1948-49 

Net Balance of Accrunls 6-30 -49 
In Unmatured Bonds 

Date Coupons ~ature 1st Half 

Total Bonds Outstanding 6~30-49 

Curr ent I nt erest ~arnings - 7-1-49 t o 6-30-50 

Tota l Interest ,1; eed io Levy for 1949-50 

Interest Earned During Current F iscal Year 

Coupons Paid llur i ng Gurrent F iscal Year 

$ 

$ 

$ 

,l\ w 

$ 

$ 

$ 

t1 
dk 
'Ji> 

$ 

$ 

10-1-36 

10-1-56 

7, 000.00 

118,00Q.OO 

118 ,000. 00 

19 

6,210.53 

12 

74,526.36 

56,000.00 

7,000.00 

11,526 . 36 

10-1 

55,000.00 

1,781. 25 

1, 781.25 

2,043 .75 

1,912.50 

Bal . Interest ~arned Prior to 6-30-49 Still Unpaid: 
131.25 
one 

In ]Jat ured Coupons ~; 
In Unmatured Coupons 

Illustr at ion 4 

DETAIL OF BONDED INDEBTEDff'2SS IFCURRED PRIOR TO J I . 8 , 1937 
CITY OJ? PERRY , OhLAH011:A. 
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becaus e a tax c anno t be levied and collected for that 

year. The stat e ex miners and innpectora office suggest 

the following rule: 

Interest accruing between the end of the 
last f isc a l year in wh ich a tax levy may b e 
made and coll ec ted, and the date of maturity 
of the bonds, may be prov i ed or by div iding 
the amount t h ereof by t he number of fiscal years 
in ~ihi ch a t x levy may be made and collec ted , 
and by provi d ing f or the uccumulat ion of thnt 
aoount during e a ch of such years, 165 Okl . 90 . 3 

In addit i on to the annua l a ccruals for bonds and 

interest a levy must be made to provide for the interest 

accruing in the fis c a l year for whi ch a levy i mad e. It 

is i mmateria l in which fiscDl ye ar the i nterest coupons 

mature, it is the intereit that is earned during the fi s-

c a l year th~t is levi ed fo r. On this mat ter, the sta te 

examiner s and in spec tor s offic e quo tes f rom a supreme 

c ourt decision as follows: 

The date of maturity of n interest coupon 
is to be disreg, rded in determining the amount 
necessa r y to be raised by ad v alorem tax for the 
purpos of pay ing interest, and the amount of 
interest to be provided for b eing the amount of 
interes t that will b e ea tned during the fic c a l 
year. Interest a ccruing between tbe end of the 
l a 0 t fisc a l year in which a t ax levy may be 
made , d coll ected, lrnd the d ate of mutur i ty 
of t he ends may be provid ed for by dividing 
the a.mount thereof by t he number of f isca l years 

3 s . E. & I . For m 1404 --1949, p .6. 
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in which a t x levy ~ay be mRde end collected, 
and by providing for the a ccumulat ion of that 4 
amount during each of such years, 165 Okla. 90. 

Also a levy should be made to provide for the pay­

ment of : judgments , as explained in chapter three, 5 

comm issi on to fisc a l agency, explained l ater 6 and an 

annual a ccrua l to provide for a ny defici t in the sinking 

fund. On this latter point, the Oklahoma Supreme Court 

h s ruled: 

Chapter 27, S . L. 19337 , authorizes the · 
taxing officials of R muni c i9al ity, where t h e 
sinking fund does not er ual t he li ab ilities, to 
make in the fol J owi ng years, in addition t o 11 
other levies, such tax levy as 111ill so reinstate 
the sinking fund a s to enable p yment thgrefrom 
of future maturing obligations when due . 

The law re~uires the proper a ccount ing of all fund s . 

The Constitution sta tes, 

The Legisl a ture shall require all money 
collected by taxation, or b y fees , fines, ~nd 
publ ic charges of every k ind, to be a ccounted for 
by a sys tem of a ccounting thot shall be uniform 
for each cla ss of nccounts, st te and local, which 
~hRll be P§escribed nnd n d ited by -uthority of 
the State. 

4 Loe. cit. 

5 Supra, p . 65. 

6 Infra, p . 77. 

7 62 o. s . 1 9 41, :Jee. 431. 

81,e lore County, .o;xcise Boa rd v. St. Louis- 'an 
Fr ancisco Rai lway Co. et al., 185 Ukl. 440. 

9Const. Art . X, Sec. 30. 
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?? 

. s to the dut ie s of the treasurer, the btatutes state 

The treasurer of every incorporated town 
shall so keep his a ccounts as to show where and 
from what sour ce a l l ~oneys pai d him h ve been 
derived, and to whom and when such moneys or 
a y part thereof h~ve been paid .10 

'l'he treasurer of Perry keeps a book in vvhich he re-

cords all c a sh receipts of the sinking funds . Illustra-

tion 5 shots the sinking funds receipts for the fiscal 

year 1948 - 49 . Similar records tre kept for a ll funds. It 

is from thi s record that the informr.it ion r egard ing rec eipts 

is taken for the Monthly treasurers report. The disburse-

ments nre tnken from the w:)rrants reg ister. Illustration 6 

shows that port ion of the trea surers report on uinking funds. 

Bonds and interest coupons are pa id as they mature 

upon presenta tion at the place designated, usually stated 

upon the bond, from funds provided by the issuing municipal-

ity. Thirty days before ny bonds or interest coupons ma-

ture, the city of Perry, OklahoMa is required to deposi t 

this Amount with their fiscal agency, the Firat Fntional 

Bank Rnd Trust Compa.ny of Oklahoma City. The commission 

charged by t he fisc a l agency of Perry is one-tenth of one 

percent for bonds and one-fourth of one percent fo r interest 

coupons. 

10 11 o. s . 1941, Sec. 1026. 
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ADD IT IOl s TO sn Kil~G :E'UNDS 

Old e v 
Sinking Sinking 

1948 Fund Fund 

July 7 Transferred from Ol d Sinking 
Fund (Deposited in JI.:rror 
to Old Sinking Fund) 699.03 

21 Fines and County Tarrants 27. 29 127.96 

Aug. 16 County Vlarrants 55.65 333.15 

Sept . l u . . s . Govt. \7arrants 
(Interest on Bonds) 750.00 

4 County \7arrants 50 .. 85 2?2 .42 

Oct . 11 County Warrants 59.34 65.12 

Nov. 10 County Warrants ?6.46 374.96 

Dec. 7 u. s. Govt. 'w arra.nts 
(Interest on Bonds) 15.66 76.02 

1949 

Jan. 10 County Warrants 1,670.02 · 6,105.66 

Feb. 9 County './ar r ants 3,736.51 12, 941·.26 
28 u. s. Govt. Warrants 

(Inter est on Bonds) 750.00 

Me r. 10 County Warrants 1,243.49 4,027.23 

Apr. 15 County \ arrants 713.44 2,912.32 

May 12 County Warrants 235.16 991.00 
Premium on Hospita l Bonds of 1949 509.17 

June 4 County ~Varrants 176.59 804.05 

8,060.46 31,739.35 

Illustra tion 5 

TREAoURERS R "CORD OF CASH RBCEIPT 0~ bl.1:KHG FUND , 
CITY OF PERRY, FISCAL YEAR E ... 1DING JUNE 30, 1949. 
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TRE •. mmm ' S O !THLY hl: ) RT 

For I:Ionth of Mar ch 1J50 

BALA1 CE 
LAST 

FU1:{DQ RfilJORT J ;Cl~IV.!!.D ID OUT ::.lr. Cr. 

Sinking Fund (old) .5, 221. 36 'A,569 .19 9,?90.55 

Sinking 1·und (ne.) 9,02?.04 29,748.93 38,7?5.9? 

CASH 

1st Hut B Tr 
Fiscal gency 

I, Treasurer of t e ity of l)erry, Oklahoma , 
hereby certify that the above is o true ·_;nd correct et, tcment 
of funds , s sho, n by the records of my office from t he close 
of' bufine 0 s lreb 28 , 1950 to arch 31, 1950 . 

City , 1.re surer 

Illustr, tion 6 

EXTP 1 CTIO ~;>RO.~ J!0.1'1:lLY TR 1 .SDIC8R'S RtLORT . 
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At the close of the fiscal year the treasurer h s 

several reports and statements to prepore whi ch are used 

to comp lete, in part, s . E. & I. Form 1402 for a city or 

town and F orm 1404 for an independent school district. 

Illustr ation 7 to 10 ar e reproductions in part of ex-

hibits in s . E . r1 . I. Form 1402--1949, 1949-1950 Estimate 

of He eds & nd F inancia l St Htement of the l!, is cal Year 1948-49 

for the city of Perry, Oklahoma ~hi ch d eal ith the sink-

ing f und s and bonds. 

Reference has been made to the old and new sinking 

funds without dis tinguishing between the two. In 1935, 

an amendment to the Oklahoma. Constitution was approved 

by a vote of the pe ople which prov i ded for exemption of 

homesteads from R.d valorem t axati on except for obliga-

tions i ncur r ed pr ior to t he effective date of the emend-

ment , Janunry 8, 1937. 

All homesteads as i s or may be defined 
under the Laws of the State of Oklahoma for tax 
exemption purpos es, m~y hereafter be exempted 
from all forms of -, d va l or em taxation by the 
Legislature; provided, th tall assessments, 
levies, encumbr anc es and other contract obliga­
tions i n cur r ed or made pr ior to the t aking effect 
of such act of the Legislature shall in no wa y 
be affected or impaired by the exercise of Leg­
islative power as author ized by this amendment. 

St ate ouestion No . · 201, Initiative Petition 
No. 138. Adopted Ceptember 24, 1935.11 

11 Const. Art. II-A, Sec. 1 



dH KI HG Fu r bUDG.bT 1 949- 50 

IntereQt E rnings on Bonds 
Annual \c cru1.; 1 on Bonds 
~.nnu r:i.1 4ccru· 1 on ''P epa id 11 Judgment.s 
Armuc 1 11 c cr ual on Qt.her J u dgments 
Interest on J udgments 
Comm i s sion to •i s c 1 4gency 
Deficit - Annu 1 - On M tured Bonded Debt 

.Eotirnated 
by 

Governing 
Board 

z;1,?s1 . 25 
6 , 210 . ~1v 

50 . 00 

Defi it - Bal a nce Due on Mr'ltured udgments 
Defic it : ccrua ls - nnu 1 Re qui re nt to Laturity 

Homest eads 
Prov i d ed 

by 
County 
Exci::;e 
Board 

~1,781 . 25 
6,210 . 53 

50 . 00 

$8 , 041 .78 0 8 , 041 .?8 

Illu s tra tion 7 . 

S L ,~\. .i:JG FUJI JJ BUDG.UT CF CI '11-Y 0.:b' J?.B.HRY, 
JjQR F I &C,\L Y.I!;Al{ 1 949 - 50 . 

1 xc u 1.in )' 
Estima ted 

by 
Governing 

Board 

$ 10,03 5 .00 
42 , 991 . 66 

125 . 00 

Homesteads 
Provide d 

by 
County 
Exci.e 
Board 

~~10 , 035 . 00 
42 , 991 . 66 

125 . 00 

&53 , 151 . 66 $ 53 ,151 . 66 

81 
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<"TATh1mN',. OF c,~nH . CO\J~·:;'I.3 , IlECEI~S , DISBURSE11El4'l'S 
Al~D B LANCES WITH 'l'RB ]'lr;CAL COl.DITIOH OJi' THE .3Il4KIUG 
:b'ID D OF MUNIC I PALITY OF 1':ERHY , NOBLE C0Ul TY, Ol'J.,, HO] 

ON JUlrn 30, 1949 

Section 1. Cash 

Cash Balance on Hand , June 30, 1948 
Investments since Li qu idated 

0.Apportionments since made, 
1944 and Back A<l Valorem Tax 
1945 Ad Valorem Tax 
1946 Ad Va lorem Tax 
1947 Ad Va lorem Tax 
1948 Ad V a.lorem Tax 
Hosp ital Bonds 
Other 

Total A~port ionments 
Total Balance Apportion­

ments, etc. 

DI SBUR S.b'ifiENT S 
Interest Coupons Pa id 
Interest Paid. on Post-Due Coupons 
Commission Paid to Fiscal Agency 

Tot 1 Disbursements 
Assets: 1. Cash Balance on Hand 

June 30, 1949 
2. Investmsnt Ba anc , 

Same Date 
Tota l As sets Exclusive of Uncollected 

'l'ax · 
Deduct Total Accrued Liabilities 

and Re erves 
Cash ·Surplus to Apply on Ensuing 

Year's Requirements 

Illustration 8. 

Pre­
HomestA&d 

Sinking (Old) 

'1l l3,163.09 

30.18 
25.25 
3.75 

238.56 
7,777.20 

:R 8 ,074.94 

$21,238.03 

$ 1,912.50 
7,000.00 

26.54 
$ 8,939.04 

$12 , 298 .• 99 

; 12,298.99 

11,657.61 

~ 641.38 

l?ost­
Homestead 

Sink ing {New) 

!sl8, 646. 57 

21.82 
18.70 

3.53 
1,253.09 

27,769.3? 
509.17 

1,450.16 
:fe31,025.84 

·;- 49, 672. 41 

$ 6,567.50 
10,000.00 

11.70 
'pl 6,579.20 

$33 ,093.21 

60,000. 00 

$93,093.21 

89,619.70 

$3,473.51 

STATEMEJ<.T OF snTKnm FUND CASH OF CI'IY 0F P:b:HRY, Ji' .JCAL Yll:AR 
1948 - 1949. 



· SS:8'l'S 

.. ·ot ·, l s:Jcto 
t1 :.1 : He t B 1. Gu • '.I :1x in 

~ro~es~ cf Jo lee. 
'.l' o t, .-; l .B · l r1 cc e -.,he et . ~rn · t u to 

e ··e.rr~1i.i'e \, "1dlt,ierr1s 

t ccru,,l on rm,1at l'e( Bor.dn 
,\ l port Bonds 
Tot~l Li · ~iliticu und 

Re serve.:, 
1Urp u · of .11 ,is ..,ct s Cvcr 

T. i rb il a· •n nd _, e erv "' 

1 . 
1 . Item 

131 . 25 

\ 11 , 657. 61 

LI lust ·:-~t ii r;. ~. 

2 . B 1 . of 
;.sscts ' er 
l!:ach Iten1 

of 
L i bilitic 

·nd 
-~enerves 

' 'Ii 641 . 38 

liot 1~xtend ed 

2. Poet-Fomestead 8inkin · 
1. It em 

:'49,619.70 
40 , 000 . 00 

$89 , 619 . 70 

2. Bul . of 3. Deficit 
Assets Over by 
Each Item Items 

of 
Lial.Ji lit i es 

and 
Reserves 

,93.093 .21 

~l>93 , 093 . 21 

~., 3 , 473 .51 

Not .Extended 

$3 , 473 . 51 

83 
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oc,D:~:"I·r ·1;1~010.l] 130~:~:~Ii)i;i ·.:\: -~1;)i{L:J:,1J?tl.(1'I(Jl.;C (;if 1:uCtft.Tb . 
J:iI;1l.~J .. : .:t:\_.~;3 J/(ii.l .1 .. -.. i :~· ti .:·11·J y·C/\f;. ~~,~ ~·~·:~; :IiJ(1 J~1JiD~~ 3-0, 1950 

ii(J J.?in:11JCO .. -..~fJJJ!i.OV(.;d IttJClfJOt 
In Dur.1 of 

}~I\t-ri ()~~-?f~ I)t ~: I Q~:1 l~ (il r:; -:rt :f J-1 ~\l~. 
1949 TAX 

· .hew. 
Dinking :i71.u:xd 

,Jxc l ud.i rig 
n.orneBterids 

·. <;'53,151.66 

lrrLurcnt "u. :S .. Bohd::r 1, 000 .. 00 

-4, 4 'i\S. 51 

48,6'7t3. .. 15 

(~-l{(ti,),:J }),:\l~.: .~-:;(!}1 ~j~~ JtJ11~-.-}jlJi.'.'.;t·~ 
..1.:1i !.i\·~D 

fc,3, 545 •• WL .. J<f--

Illustration 10 

Old 
;;;tnki ng :fund 

h1clt1.ding 
Ho-ves:teadn 

() 8,041 .. ''/8 

641.38 

7, 400 .. 40 

COU!JTY J~XCISE BOABDS 1'J?PROl?HIA'l'IOHS FOR 
CITY 0]' PERRY, FOR FIBC,\L YEAR :'Il:IDilJG JUNE 30, 1950., 
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incurred :;,rior to January 8, 193'7 is referred to as the 

~Old Sinking Fund'*• .:.\ml sinking funds accurn.1..llc.t ed to retire 

indebt ednesa incurred si1bf.cc1uc11t to J. anuary 8, 1937 ts re-

f erred to as the ii1ffew 8:lnking }l\md 11. The method of deter-

mfr'dng the sinkir1g fund rcquircw.entn i;.:; the sarne for both 

funds. The only diffe:rence ia in the levying of ad. valoram 

'taxes. Taxes for ·t.he old sinking fund are levied. on total 

assessed valuation and taxes for t~e new siriking fund are 

levied on total assesaed valuation les3 homestead exemptions. 

Calculatiorw f2!_ siP.k~nz. .f~ :r.ecJnire]!le:nts .§:?~h ~~!:· 

A budget ·worksheet similar to IlltH,tr;i_t ion 7 vii 11 f nc i li-

tate the colcuLttir;,ns of the oinkin:,:: fund requiT0ments. ,:\s 

an aid in the det.:ruirn.:tivn of the nnounts of the first hrn 

items of the l1udget, Interest J~arnings on Bonds and Annual 

Accrual on Bonds, i.iorksheets siDilar to Illustra-t:i.ons 3 

and 4 should be prepared annually. Item three of the 

budget, .A.nnue.l ,;.ccru,,i,l on dJ/rcpaidt• Judgments, ls one-

third o:f' the "':mount of any j udg.we.nt PD.id out of the sink-

ing fund by a single di shursement. The Oklahoma Gupr t:1me 

Court has stated tbati 

Judgments agEd.nst ti. municipality are oink­
ing fund obl:i.gat i ona n.l"id a:re J)r.dd. by three :1rmual 
sinking fund levies, or .they may he paid out of' 
the oinldnr.:: fund end the 0nme r e::irnbursed. bv three '-·, 12 V 

annual levies. 

12 C . 'rane Co. v. Goerks, 191 Okl. 1. 
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Item four of tbe budget, Annual Accruals on Other 

Judgments, would be determined in accordance ~ith 62 

Okl. St . Ann., ~ec. 431 quoted in chapter three. 13 The 

renaining itemn of the budget are self-explanatory. 

'l'he calculations of the sinking fund rec uirements 

could probably be best explained by menn s of an example. 

It will be assumed th,t the following conditions exist 

regardine the bonds out s tanding and sinking f und of the 

~ity of X. es of June 30, 1948: 

.Amount of Original Issue 
Date of Issue 
Date of .h'irst l!atur i ty 

$100,000.00 
12-31-34 
12-31-38 

Bonds Outstanding June 30, 1 948 
Annual :Maturity 

11 50,000.00 
5,000.00 

4% 
12-31-57 

from sinking fund on 

Rate of Interest 
Final 1:aturi ty Date 
~3,000.00 judgment paid 

.May 15, 1946. 
~6 ,000.00 judgment handed down against the city 

on June 1, 1947 (to be paid from three annual levies). 
On June 30 , 1948, it is found that the to~ a l 

accruals re $900.00 less than the tot a l accrual of 
liabilities. 

The sinking fund requirements for the fiscal year 1948-

1949 is calculated as follows: 

Interest ~arnings on Bonds: 
Current interest earnings: 

$50,000 @ 4%, 6-30-48 to 12-31-48 
45 ~000 ~ 4%, 1-1-49 to 6-30-49 

Annual-accrual of interest earnings 
6-30-57 to 12-31-5? 

13 Supra, p. 65. 

.)1,000.00 
900.00 

100.00 
$ 2,000.00 



Comm.iosion to Fiscal Agency 
Annual Accrual on Bonds l/l9 x ~JlOO, 000 
Annunl Accrual on "PrcpH id II Judgrhents 

1/3 X ~;;3,000.00 
Annual Accrual on Other Judgments 

1/3 X $6,000.00 
Deficit Accruals-Atmuul Hequirements to 

Maturity 1/9 x ;900.00 

Assurni ng the fo llovJing assessed valuations i 

87 

9.?5 
5,263.16 

1, OOOe·OO 

2,000.00 

100.00 

,:,10 'Zl"l2 91 t.Y? ,0, • _ --
Total 

1taluat ion including homesteads ;;j3, 578,307. .f.~sseescd valua-

tions of homesteads $820,210. 

Sinking fund. requirements 

,Add 10% for Delinquent Tax 

TOTAL TO Th"'VY FOR 

Assessed Valuations 

Levy in !:Tills . 

JTEYf 
;:;n~KI!JG 
ru::.m 

3!-000.00 $ 

300~00 

OLD 

7,372.91 

737.29 

$_hl.Q_Q.OO_ $~~~~~ 

$2,758,097.00 ~3,578~7.00 

1.1965 2.2666 



CHAPTER V 

APPR.\IS;\L AlJD CRITICiill OF STATE ... ROCEDURis !\HD LAl 

Okl homa :uni c ipal Law is designed to protect the 

taxpayer against. excess ive nnd burdensome tax levies for 

the peyment of interest on and retirement of bonds. The 

gov erning board of a municipality may not incurr an in-

debt edness in e~cess of the income and revenue provided 

for the current year without the assent of the taxpayers 

at an electio n .I Exc ept for the [Cquisition of public 

utiliti es, t he t nxpayero T.:J.D.Y n ot authorize an it1debted-

ness that .ould cause tota l indebtedness to exceed 5"o 

of the assessed valuation of the taxable property wi thin 

the municipality . 2 To secure the lowest ·possible interest 

rates, notice by publication must be given of the time 

and p lace where bids wi ll be received for the sale of the 

bonds. the bonds must be so l d to ths bidder '~ho will 

pay.therefor par a nd •ccrued interest, and who shall stipu-

late in bis bid the lowest rate of interest which such bonds 

3 shall bear~. To reduce the tax levy, sinking fund money 

no t needed for immediate use may be invested in U. s. Bonds 

and the interest used to reduc e the sinking f und levy . 4 

1 Const. 1 rt. X, Sec . 26 . 

2 Uo ns t . rt. X, Gee. 26 a nd 27. 

3 62 Okl. at . Ann., .Sec. 364. 

4 62 Okl. st. 1 nn., ~ec . 348 .1. 
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The l a,v provides many saf e-guard s ac;ai n st bonds being 

issued contrary to tbe Con ~titution and the Statutes. Be-

fore the b-0nds may be co l d , they must bear the certificate 

of approva l of the c o~nty at torney5 ~nd the sta te bond 

commissioner. 6 The laN olso re ruires notices to be pub-

· 11shed i n advance 0 .1. elections to authorize a bond issue 

and date bonds are to be submitted to the c ourt for Rpproval. 

Being so notified interested persons may protest against 

illega l action attempted by a munici p lity. 

Oklnhoma Law a l so has prov isio ns for the protection 

of the bondholders. To ansure that funds will ce a vai l-

nb le, for t.b.e payment of interest as it falls due and for 

the r ctirer:ient of the bonds as they rr,ature, the law states: 

Counties, townships, schoo l distri cts, cities, 
and to wns sha ll levy sufficient additional revenue 
to cre ate a sinking fund to be used, first, for the 
payment cf int ere st coupons as. tbey fa.11 due; second, 
for the p~yment of bonds as they fall due ; third , 
f or the IJc,yment of such parts of judgments as such 
mun i ci pality may, b ~ l aw , be re 0u ired to pay.? 

•••• no tax levied and collected for one 8 
purpose shRll ever be devoted to another purpose. 

5 62 Okl. st. Ann., ~ec. 358. 

6 62 Okl. st. Ann ., Oec. 13. 

? Const . Ar t. X, Sec. 28. 

8 Const. Art . X, Gee. 19. 
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The financi, 1 statement ond e s timat e re­
quired by the provisions of section 9695 and 9698 , 
c. 0. s. 1921, must be published s the r ein pro­
vided, and n ·ppropriation may be made for only 
those items for whi ch estimates have b e en made 
a nd published, but t h is rule has no application 
to appropriatio s 8 llJ rates o levy for sin·ing 
fund purposes .9 

On severrl point k lahom-- Law relating to Bonds and 

Si nk i ng Funds is cont r ary to th e recoJ11mendations o f the 

at io nal liolllmitt e e on li~uni cipa l Hccounting and other re-

cognized GUthorities. Okl ahoma Law says that a sinking 

fund must be a ccumulat ed for t he payment of interest and 

principal of bonds nd fo r the payment of judgments against 

the rmnicipa lity. 10 The Nati onal Committee on tunicipa l 

ccounting stnt es that: 

Sink ing funds should be created to retire 
the principnl onJy of term bonds and other bonds 
npecified to be r etir ed from the fund . Some 
~unicipaliti es mey levy a t a x for t h e payment 
of the current year's erial bonds nd interest 
r equirements . This may even be defined by stat­
ute s a s i n~ing fund l evy. llowever, it does not 
come within the meaning of the term a s u ed by 
t he CO:M:IJITTEE, and 0 uch serial bond r edempt ion 
should be made thr o ugh t he Ge ner a l fund or a 
Specia l Revenue fund . 11 

And Cha tters and Tenner say: 

9 Commerce 'rust Co. v. Morris, Co. Treas., 157 Okl . 127. 

lO Supra , p. 67. 

11 The Nat ional Committee on 1,1unicipal Accounting , 
Bull et in no . 6, ·vuni cipnl .;c counting St atement s , p . 112, 113. 
The Natio na l Committee on Municipa l Accounting , 1936. 
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LJINKING fund is established to accumulate 
resources for the retirement of bonds. The fund 
is not to be used for tbe p yment of interest. 
The interest on 1)0tb term ands . rial bo nds, as 
well as the principal of serial bonds , should be 
paid through t he generfll fund or spec inl reve­
nue fund.12 

Ther e is a wide varie ty of opinion of the proper 

handling of premium on the oa le of municipal bonds. The 

Oklahoma ~upreme Court ha.., held that the net premium on 

th e sale of bonds sh ould be credited to the sinking fund. 13 

According to :orey and Hackett : 

It is a fre quent practice to expend the 
exact proceeds of a bond issue for the purpos e 
f or which the bonds wer e issued •••• 

Another method is to apply any premium 
received to a reduction in the bonds payable. 
Under this plRn, the amount of the premium 
would b e transferred to the fund out of which 
the bonds are to be pa id, and ret· ined there 
until it can be so applied.14 

The National Committee on 1:unicipal Account ing recom-

mends that: 

Prem ium on bonds sold should be first re­
corded in th accounts of the Bond Fund. 

12 Carl H. Chatters and Irving Tenner, Municipal and 
Governmental Accountil}g_, ·P· 117. n ew York: Prentice-Hall, 
Inc., 1947. 

13 supra, p . 57. 

14 Lloyd r orey ~nd Robert .Phil li p Hackett, Fundamentals 
of Governmental \Ccounting, p. 242, 243. n ew York: John 
V/iley & Llons . Inc., · 1942. 
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Subsequently tbey hou l d be trnneferred to the 
Gener n.l fu.nd and c:ippl ied to tli e paYMe n t of bond­
inter est .15 

In some situations it app ears tha municipal officials 

a re not a ct ing in strict accordance with t he law. An 

appar ent deviation from the law h• s been found in the han-

dling of ad valorem tax µenalties and determi nation of the 

levy for annual sinking fund accrua l on bans. 

The Oklahom St a tute& stat e that one-half' of the .1:> enal-

ties on delinquent ad v alorem t xes, on property loc ted 

in tovmship having bonded indebtedness of a ny kind in 

a county hav ing a n assessed net Vclua tion in ex cess of 

.,.i6,800,000.00, ~ben c ollected shall b e paid i nto the sink-

i ng fund of su ch township . The other one-h lf of such 

penA lties g oe s to the county penalty reserve f und which 

i s close~ out to t h e county sinki ng fund . 16 Sue~ penalt ies 

received by the cities of Perry, Okl ahoma , a d Dt illi.1ater, 

Okl ahoma , are ere ited to t :he Street Paving Repa ir F t~nd. 

The Oklahoma Supreme court hus stated that t be levy 

for an annu a l sinking fund ccrua l is determined by divid-

i ng the tot 1 a'11o n t of the i ssue by th 0 number of t ax-

paying ye rs between date of bonds f.lno. date of reti rement 

15 The Nntio ~al r.ommittee on clun icipal Accounting, 
op . cit., p . 111. 

1 6 Supra, p . 60. 
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17 of the bonds. The city of Perry issued .:~·ater :Extensi.on 

and Improvcm12.;nt Boncls in the amount of ;]187, 000. 00 on 

October 15, 1946. The last maturity date is October 15, 

1958. According to the rule set forth ·by the Oklahoma 

Supreme Court, 18 there VJould be 11 . tax-p;:;.yi ne years for 

a 12 yer;tt bond _issue dated during a fiscal year prior to 

April lst.. The levy for annual accrual ·would be $87,000.00 

divided by 11 -which is ,~7, 909.09. By reference to Illus-

tratio:n 3 it is seen that they have Get up the m.trnber of 

tiax-pnying years e. s 10 mid an annual accrual of ()8, 100. 00. 

Even if 10 ·were the eo:rrect number of t&x-paying years 

they did not calculate the ~nnual accrual according to 

law. 

71. 

18 1££. cit,. 
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