BANKS AND BANKING:

lonorable John D, Taylor
Keytesville

Missouri

Township Boards mot pmtum |

the law to purchase Qapital "B*
Hotes,
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Dear Mr. Taylor:

cent date

of roquu{

#e are in receipt of your letter of re-

with request for an opinion, which letter
ieg as follows:

"As special counsel for the Township
Board of Triplett, Township, I am
submit to you the follo'i.n pro-
position for your opinion:

*The ?rtplttt Bank, of Triplet$, Mis-

is now operating under e~
por o Mgt by the State Finenoce
Department, The assets of this bank
total m 000.00. m‘ other ""
posits ln the bank, there m Mty
funds to the amount of $3,000
nhool!ndntothomu‘oftsooooo,
and township funds to the amount ot
$38,000.00, a total of $44,000,00. This
bank is not a 1 dcpou{au for any
of the above nsequently, under
existing court up this amount
would be trutod as rofmot claims in
the event of llquda.‘uon.

“Recently, an application was made to
the rmm Deposit Insurance oorporu-

tion for insurance on deposits
application made to sell Oaptdl lotu




*A' and 'B' in orxder that the bank

might operate without restrictions

with interest on deposits. Appli-
cation was made to the R. 7. C,

to buy capital motes, and it has

been sted that the R, F, O,

buy capital notes to the amount of
$8,000,00, provided that Capital

Notes 'B' to the amount of §15,000,00 can
be sold.

“This bank has solicited subscribers to
the Oapital *'B' notes and has procured
the sale of $10,000,00 of swoh motes,

Tihe only way that the r $5,000,00
can be sold will be for Triplett Township
to be a purchaser of Capital *B' Notes
to the amownt of §5,000.00.

"Past experisnce has shown, in the liguidation
of banks in this county t have been 1li-
quidated, %nat the assets rarely produced
in excess of forty per ceant, of their face
value,

"In the present instance, upon these figures,
we could mot hope to realise more than
’3?.“0@, which would be “ m.ﬂo less
than the preferred claims wou.d amount to.
As a matter of g:od business, 1% would seem
advisable for the Township Board of Triplett
Township to agoent Capital 'B' Notes to the
amount of $5,000,00 in order that this bank
might operate without restriotions, which
would be beneficial, mot only to the town-
22 but to all of the people of the com-

‘1 who have deposits therein., Under
the Insurance Deposit Law, the townshi
would not forfeit its prc!uutnl el
for the balance of the debt, yet this action
';ul‘g m to the uponmn, in amounts
o » . and less, a payment of
their deposits in the event ttnt liquidation
would become necessary in the future.
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"I am nh-:ltung to you this full state-
ment of fasctes for your opinion on the
following question:

"Can the Township Board, for the purpose
of protecting and rendering lmlablo
the balance of ite sits

purchaser of Capital 'B' loiu o f this

hnk to the amount of $5,000.00, using
as the purchase price 000 00 of its
present restrioted aeposltﬂ'

e note fully what you say in your statement of facte
relative to the condition of the bank in gquestion and the
kind and character of the deposits therein, that is, that
$44,000,00 of this bank's deposits are pubiie funds and
in the depositing of these funds the School Distriets, tlu
Qounty O urt and the Township Board, and the bank
ing to your statement have not oo-phod with the {n rtlau‘
to the selection of public depositaries, and that the bank
therefore is not a legal depositary under the existing rul-
inge and in the event of liguidation, these deposits would
be treated as preferred claims,

At the special session of the Fifty-Seventh (General
Assembly, 1933, Seetions 5312, 13, 14 and 15 of Article I
of cinptor 34, R. 8. 1929 were :cpulod. and four new
sections were m in lieu thereof %o be known as Sections
53123, 13, 14 and 15, These new gections authorize banks
and {zut companies, whose gapital have been red, %o
issue capital lotu; that is, oreating nev liab liuu
against the eapital of the bnk As & practiocal business
propesition sald notes have been divided into two classes,
Capital "A" Notes and Oapital "B" Notes, The Capital e’
Notes being superior to the Capital "B" Notes.

Your question “l can the tommship board purchage
$5,000.00 of Capital "B* Notes, using as the purchase price
thereof $5,000.00 being a part o! its prmt restricted
deposits 1:1 said bank, As we view it this question resolves
iteelf into a strictly legal proposition, that 1.5'3‘
township board of direotors, as offlmc of the ¢ Ps
purchase these motes under the conditions set forth in
your letter.

Seotion 13366, R. 5. 1939, sets forth the powers of
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townships, which section is as follows:

*Each towmaship, as & body corporate,
shall have g:nr and capacity: Firet,
sued, in the mamner
provided by the laws of this state;
second, to purchase and hold real
estate within its own limits for the
use of its imhabitants, subject to
the power of the gemeral assembly;
third, to make such gontracts, pur-
chase and hold persopal property,
and so much therecf as may neges-
sary to the exercise of its corporate
o administrative powers; fourth, to
make such orders for the d.tlpolihon,
regulation or use of its corporate
rty aa may be conducive to the
terest of the imhabitants thereof;
fifth, to purchase at any public sale
for use of said township, any r
estate which may be nee to se-
cure any debt to sald Sownship, or
the inhabitants thereof, in their cor-
porate on?a.ouy, and to dispose of
the same.

And Section 18807, k. 8. 1939, places restrietions wpon
;he gorporate powers of the tonahlp board, and is as
ollows?

"o township shall gsess any corporate
pewers, exoept as are enumerated
or granted by this chapter, or shall be
specially given by law, or shall be
necessary the exeregise of the powers
so enumerated or granted."

Hemvers of the Township Board are officers of limited
owers and their powers are similar to the county court as
ing the agents of the township in the transastion of the
township's Lusiness, as the county court is t for the
county in the transaction of the county's business.

In 15, Gorpus Juris, at page 540, it says:




"A ocunty is not boumd by a contract
beyond the scope of ite powers or
fore to its oses, or which is
ouss the authority of the officers
making 1t. In this connection it ie
the rule that the authority of a county
board to make contracts is striotly
Jizited to that conferred, elther ex-
pressly or impliedly, by ttntnio. Te-
gardless of benefit %o the or
of value received; and tho --o s true
as to other county officers attempting
to contraot in behalf of the county.

s s s 2d

As bearing on this gquestion,we quote from the follow-
ing Missouri cases!

fs » ¢ + As County Courts are only the
agents of the county, with no powers
except what are granted, defined and
imited by law, ike sll other agents
hey must purlu. thair authority and
act within the scope of their powers.

';g;l;z:;j. o.‘*fh.'1;§!§'1L"

“The county courts are not the general
agents of the counties or of the state.
Their powers are limited and defined
by law, These statutes constitute their
warrant of attorney. Whenever they step

outside of and beyond this statutor
nu&hortty th.tr aots are void.
Ve 81 Mo. 337;
36 Mo, 3‘
48 Mo, 16?

agents are boual to
tak. lottoc of their gorc:o and a:ghgzitr.

l.e. 213, 31 .
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*This court, in numerous cases, has
repeatedly held, that the county

courts of the respective counties

of the State are not the

agents of the ocounties of the State.
They are courts of limited juris-
diotions, with powers well ined

and 1imited by the laws of the State
and as has been well said, the statutes
of the State constitute their warrant
of authority, and when they act outside
of and beyond their statutory aushority,
their acts are null and void.

"Oonsequently, this court has also re-
peatedly held, that all persons while
dealing with sald courts or agents are
bound to take notice of their powers

and authority." (Bayless v.
ko.ge.)” ( ve Qikog, 361

From the ptatement in your letter, $44,000,00 of the
deposits in this bank are public funds respeotively -
$3,000,00 oounty funds, §$3,000.00 sehool funds and
$58,000.00 township funds - all of said funds being de-
posited in said bank withou: compliance with the statutory
method in the selection of public depositaries, and the
bank is mot the legal depositary of the respective politi-
cal subdivisions; and, in the event of liguidation would
be treated as preferred olaims against the bank,

&

The imnediate effeoct of the purchasing of Gapital "B*
Notes of the Township would be the changing of the position
of the townghip as to the '5,000,00, in the event of liquida-
tion, from a preferred claim to & lower clasgification. The
l1iability of the bank to its creditors would be im the fol-
lowing order:

Pirst, . Preferred Qlaims;
Second, . Common Depositors;
Third, - Oapital "A" Notes;

Fourth, - Oapital "B* Notes;
Fifth, - Gapital Stock Liabilities
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i § 4 htglott Township can legally purchase $5,000.00
of Qapital "B" Notes,it can purchase an amount of said
notes to its deposit in said bank, that is, the
entire $38,000.00 of township deposits, if said osit
belong to Priplett Township, and the school district eould
use its 33,000,00 or any amount thereof for said purposes,
and the county funds could also be used for sald purpose.
We do mot think that public officers as agents of their
respective politiczal subdivisions cam legally, under the
circumstances as outlined in your letter, invest their
funds in such securities,

It is therefore our opinion that the luunnhtgogoart
of Triplett Township cam mot legally purchase $5,000.00
of Qapital "B" Notes of the Tripletts Bank of Triplets,
Missouri, using as the purchase price $5,000,00 of its
present restricted deposite in said bank,

Respeotfully submitted,

Assistant Attorney-Genersal,
APPROVEDS
TOY WoKTTT 10K,
Attorney-General .

OrHiaf)




