B4NILS AND BANKING: ' Savings banke may not invest in munlc-
MUNICIPAL CORPORATIONS: ipal bonds when the bonded debt of the

BONDS: city exceeds 5%, under Sec. 8102, 1939.
llay 9, 1942

Hon. D. R. Harrison 1 Fl LE- .

Commisgeioner of ['inance ~

Jefferson City, Miessouri -~

Dear Yr. Harrisont

Thie 18 to apknowledge receint of youx
recent date in which you requeet our opinion.:
quest is found in two letters from the Bond L
the Commerce Trust Company of Fansas Clty, Mis
we herewith uet forth both letters, as= follows:

1 "One of our clients recently nlaced his
businees in the hands of a trust depart-
ment, and one of the requirements in the
truet agreement states that the trust
department mey purchese iWisgsourl munici-
pel bonde provided s=sald bondes conform to
lewe governlng State lavings Benke of
Miesourl. Ve recently submitted to this
truet department a block of bonds to be
considered for this partlcular estate,
and the question was ralsed as to whether
or not thle particular block of bonds
could quallfy as the gross debt of the
city was 12%, and after deductling the
vater end light bonds thls city hed a net
debt of 2% of the sssessed valuation.

"Our attentlon hag been called tﬁ Section
3102, the fourth section thereofl, which
sgates 'such bonded debt does not exceed
S5%.' e would like to have an Ilnterpreta-
tion of thle section as to whether the 5%
means the gross or the net debt."

2 "ie have your letter of April 29, in which
you asgk us to glve you rore particular in-
formation with referen:e to munleipal
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bonded 1lndebtedness, and we enclose here-
with a circular on the city of Kennett,
issouri, which clearly brings out our
point in question.

"The total bonded debt, including the
w60,000 Electric Light Plant bonds, is
201,000, or 11 1/2% debt, snd after de-
ducting the “aterworks and Light Bonds in
the amount of %16€,000 we have a net bond-
ed debt of ¥35,000, or 2% of the acsessed
valuetion. It is common practice to deduct
the waterworks and lirht plant bond ls=sues,
they belng clasced as 8 utility and being
self-supportinr. Therefore, the amcunt of
the tax levied on the valuetion would be
for the purpose of paylng the ¥35,000 bonds
which were issued for other purposes.
While all of the ,201,000 bonds are payable
from an ad valorem tax, such tax 1s not
generally levied ae the utllity bonds are
gelf-supporting and are pald from the earn-
inge of the utility.

"le, therefore, would 1lke to have a ruling
as to the interpretstion of the bonded debt
as raferred to in nur letter - whether we
should consider 1t s a total bonded debt or
the net bonded debt."

The above letters state that the cilty of Kennett has
a gross bonded indebtedness of {201,000; 166,000 of which
are Yaterworks and Electrle Light Plant bonds and 435,000
are other bonded indebtedness of the City of Kennett. It is
also stated that the {166,000 Waterworks and Electric Light
Plant bonde are, seemingly, classified as diferent from the
$35,000 other bonded indebtedness of the city, for the reason
that utility bondes are self-supvorting; that 1=, the debt 1s
payable out of the earnings of the utilities, notwlithstanding
the fact that both principel and interest are payable from
unlinited ad valorer taxes which may be levied upon all the
taxable property located ln the City of Kennett. In other
words, ‘hey call the 201,000 the gross debt of the city, and
after deducting the {166,000 %“aterworks snd Electric Light
Plant bonds from the total indebtedness, they call the
+35,000 the net debt of the city. The 435,000 wae evidently
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voted under the provislons of aArticle 10, Section 12 of the
Constitution of ¥issouri, and the $166,000 under the pro-
visions of Article 10, tection 12a of the Constitution of
HMissourl.

Section 12, supra, limits the amount of detbt a city
of the size of Kennett may vote to five per centum of the
value of the taxable property therein, and Section 12a, supra,
states that citles under thirty thousand population, of whlch
Kennett ie one, may vote Mot exceeding an additional ten rer
centum on the value of the property therein for the purpose
of purcheasing or constructing waterworks, ice plents, electriec
or other light plante, to be owned exclusively by the city
so purchasling or constructing the same." (Underscoring ocurs)

After the above statement of facts, we come to the
question which they ask. The trust company states that they
have a trust agreement in thelr trust department which pro-
vides that they may purchese lilssourl municipal bonds, pro-
vided sald bonds conform with the laws governling savings
banks 1n the State of iilssouri.

Section 8102, R, &, Mo. 1939, sets forth the class
of securities which may be purchased by savinges banks in this
state, and the fourth subdlivislon of sald ssction, appllcable
herein, provides:

"Fourth = In bonds of any city, county,
town, townshlp or school dlstrict of this
state that has not defaulted in the pay~-
ment of any part of either principal or
interest thereof, within five years
previous to making such investment; and

rovided, such bonded debt does not ex-
ceed five per cent."

It will be noted that municipal bonds may be purchased
by eald savings banke, provided such bonded debt does not ex=-
ceed five per cent. This =tatute coes not make any distinction
between the different kindes of municipal bonds, whether they
be peneral bonds voted under Lection 12, Article 10, of the
Constitutlion of lilsscuri, or whether they be waterworks and
electric 1ligsht plant bonds voted under Sectlon 12a, Article 10,
of the Constitution of Missouri.
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The statute cdoes not make any distinction between
the different kinds of bonds of a city, whether they be
general bondes of a city or waterworks and electric light
bonds, or eny other bondes. All are obligations of the city
to pay, &nd the property thereln is lieble therefor, throurh
an ad valore: tarx. The Legislature Intended that sasvings
cankes ehpuld not invest their assets In :onds of & city where
the "onded debt exceeded flve per centum.

C NCLUSION

The combined bonded indebtedness of the City of
fennett, according to the calculation of the Comrerce Trust
Company, l1s sacnroximstely 113%. Therefore, bonds of the
City of Kennett would be inelipible for inverf:~=t for the
trust estate mentioned in their letters, for the reason that
euch bonded debt exceeds five ver centum, as proviced in
Subdivielon 4, fectlion 4102, R. &, Mo, 1939,

Respectfully submitted,

;OVELL B. BEWITT
agsistant Attorney General
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ROY WeKIT7T 1CK

Attorney General
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