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WATER DISTRICTS: Special obligation revenue bonds payable out 
of income of a public water district are not 
required to be registered by the State Auditor. 

REVENUE BONDS : 
REGISTRATION : 

September 27. 1949 

-
F l L ED 

Hono r a ble ' • H. a olmea 
State Auditor of Uissouri 

11 
Jeff erson City, Missouri 

Dear flr . Holmes : 

At t ention : lr . Alvin v. Papin 
Bond Clerk 

Thin will acknowledGe your lett er ot recent 
dat e requesting the opinion ot t his department whether 
Special Obligation 3onds payable out of revenues or the 
\ a t er Dist rict lsoued by a public water ,su~ply district 
under t .:.1.e provisions of Section 12632, !l . S. llo . 1939, 
should be registered by the St ate Audi t or. 

Your l et t or requeoting our opinion on t he sub-
ject is aa follows: 

"We enclose herewit h copy of l etter 
received from the l aw offices of 
Stinson, Nag, Thomoon, YcEvera & 
Pizzell, Kansa s City, lliooouri r e­
l ating t o $70, 000 Revenue Bonds is­
sued by Public Water Suppl y District 
No . 1, Jackson County, Missouri . 

"You will not ice t nnt tn is law firm 
desira s to know w .. 1other or not these 
Special Oblivation 3onds , payable out 
or the revenues ot the ater District , 
should be regist ered by ~~• utato 
Auditor. Plo so lot us nave your 
opinion concer ning this mat t er at 
your earl y convenience . " 

ith your l etter you transmit a copy or the l e tter 
of t he l aw t ir.m of Kansa5 City, Mis souri , n~ed in your letter, 
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counsel for Public ~ater Supply District No. 1 of Jackson 
Oounty6 Missouri 6 the water district interested and in• 
volved in the question of the registration of bdnds pay­
able out ot the revenues ot the water district recently 
voted and issued in the sum of $706 000 . 00 by the water 
district, according to the provisions of Section 12632, 
Article 12, Ohapter 79, rl . S. Mo . 1939t as amended, 1n 
which let t er counsel discuss generally the question or 
whether such bonds must be registered by the State Auditor. 
That pnrt or Section 12632 defining both general obliga­
tion bonds and special obligation bonds or a public water 
supply district, and providing for the method to be follow• 
ed in the issuance or each class of such bonds, and the 
method t o be followed in the payment and retirement of each 
kind of such bonda, is as follows: 

"* * * Districts organized tmder the pro­
visions or thia article may issue either 
gener al obligation bonds or special obli~ 
gation bonds, as hereinafter defined: 
Provided• h owever, that the type or char­
acter of bonds to be issued shall be deter­
mined by the board of directors 1n advance 
ot calling the bond election and ahall be 
stated in the notice of el ection as here­
inabove provided. General obligation bonds, 
within the meaning of this article• shall 
be bonds issued witnin the limitation ot 
indebtedness prescribed under section 12 
of article X or tne Constitution or M1s3ouri 1 
£or the payment or •hich , both principal 
and interest, a direct tax may be levied 
~on all taxable propertr within the dia­
triot . Before or at the time ot issuing 
general obligation bonds, the board of dir­
ectors shall provide for t he collection ot 
an annual tax, t~ be levied upon all tax­
able property wi t!',in the district suffi­
cient to pay the interest on such bonda aa 
it falia due, and also tv constitute a alnk­
inS fund for the payment of the principal 
thereof within twenty years from the date 
of such bonds: Provided; however, that 
t he net income and revenues arising from 
the operation ot the waterworks system ot 
such district, after providing for costs 
of operati on, maintenance , depreciation 
and necessary extensions and enlargements , 
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shall be transferred to and become a part 
ot the 1ntorvst and sinking fund applicable 
to such ~eneral obli0 ution bonda , unl ess or 
until such net revenues are pl edged to the 
payment or special oblibation bonda aa hero• 
1natter provided. Special obligation bonds, 
wit~ the meaning of tnia article, shall 
be 1:x:ada payable , both aa to principal and 
interest , wnolly and only out ot the net in• 
come and revenues arisine from the operation 
or the waterworks system or any auoh district , 
after providing for nosts ot operation, main• 
tenance, depreciation and ne~essary exten• 
aiona and enlargements , and such bonda shall 
not be doe~od to be indebtedness ot any such 
district within the meaning or any canatitu• 
tional or statutory limitation upon the in• 
ourring ot indebtedness . Before or at the 
time or issuing any such special obligation 
bonds, the board ot directors shall pledge 
auch net income and revenues to the paymont 
ot such bonds , botn principal and interest , 
and shall covenant to fix , maintain and col• 
lect ratea tor water and water service sup­
plied by such district so as to assure that 
such net income and revenues will be suffi• 
cient tor the purposes herein required. • * ~. " 

o are turtb.er inton:sed by the letter of co.msel 
for the water district th t following a decision by our 
Supreme Court upholding the constitutionality of the Public 
water Supply Diatr1ct Aot ot 193$1 the practice has been fol• 
lowed by water suppl y districts to obtain registration by 
the State Auditor ot a substantial number ot Special Obli ga­
tion Bonds payaole out or the revenues ot water suppl y d1a­
triots 1n Jackson County, Missouri , and to some extent, 1n 
St . Louto County, because of the direction, aa it is said, 
ot your departoent that suoh special obligation bonds should 
be registered by the State Auditor . 

le a re further advised trom the letter ot counsel 
that, 1t your department requires their registration, under 
an opinion trom this department in this instance, such bonds 
will be preaented to your office for registration. 

The lett er of counsel refers us to the case of State 
ex rel . City ot Fulton vs . Smith, State Auditor, 355 tto. 27 , 
194 s .w. (2d) 302, decided by our Supreme Court in 1946, but, 
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i t is said by counsel, that inasmuch aa bonds or this 
character are not issued unde r Section 27 of Article VI 
ot the Constitution of Missouri• 1945, the Fulton case 
does not expressly aftect the registration of special ob-
11g4tion bonds of water supply districta. To this we will 
agree because that case waa where a city, and not a water 
supply diatrict, issued revenue bonds, yet the reRsoning 
and the decision in the Fulton ease , on the several legal 
questions discussed and statutes construed cove r every 
feature of the issuance of special obli gation bonds or a 
water district, payable out of the revenues or the district , 
and the decision discusses statutes and principles to the 
conclusion there reached that such bonds are not eligible 
to registration unde r Section 3306, Article VI , Chapter 16, 
R • .;) . Yo. 1939, so that the l•'ulton case, 1a, we believe, the 
controlling suthority f or the conclusion to be lQter herein 
roached in this opinion tbat such bonds are not required to 
be registered by the State Auditor. 

Said Section 3306 points out and defines the bonds 
which shall obtain validity and be negotiable by registration. 
Tills section statea that before any bond iaaued by any county, 
township, c1t1, t own, village or school district or special 
road district or by virtue of the provisions ot Articles 1, 
3, 6, 7 and 8, Chapter 79, n.s . Uo . 19391 shall became valid 
or be negotiated such bonds shall be presented to the State 
Auditor and reeistered by hfm. The bonda issued by any or the 
named public bodies required to be registered by said Section 
3306 would necessarily be tax redeemable bonds . They do not 
include special obligation bonds payable from the net revenue 
and income derived tram the operat ion of any public utility, 
such as a public water suppl y district , and the Fulton case 
so hol ds , as we understand the ease . 

It ia further stated in tne let t er or counael that 
special obligation bonds of water s~pply districts are not 
issued under the provisions or Section 27 1 Art icle VI of the 
Constitution of Missouri, 1945 . l'aia ia true, ond t or two 
eapecial reasons , firat , because s id Section 27 of said 
Articl e VI, in defining the public bodies Wtl1ch may vote and 
sell their negotiable ~tereat bearing revenue bonds must 
acco~liah the object of the vote by a four-sevenths vote or 
the qualified e l ectors thereof voting thereon, whereas , 
Section 12632 of Chapter 79, R.s . lfo. 1939, and under wi.l.ioh 
section tne public water diatrict in question is organized 
and under the terms of wnioh the bond iasue voted was had, 
req~irea thnt a two•th irda majority vote or the qualified 
votora or the distr ict voting on the proposition shall assent 



Honorable .H. Holmes -5-

thereto. Second, because a public water supply district 
organized under Articl e 12 ot Chapter 191 n.s . Mo . 1939, 
is neither a city or incorporated town or v1lla0 e in this 
State suoh aa are named wnd permitted in said Section 27 
to vote and issue revenue bonds , and und r no circumstances, 
we believe, could a public water sup~ly district proceed to 
issue revenue bonds under sUd Section 27 . Our Supreme 
Court had before it the case or State ex rel. Halferty, 
Collector of Re-renue ot Cla1 O.ounty vs . Kansas City Light 
and Power Co., 145 s •. (2d) 116, on the question or the 
power to assess and l evy taxes against property tor the 
benefit ot a public water s upply district, and incidentally 
t o determine whether a public water supply district might 
be known by any other legal name than as a "political cor• 
poration" such as a "municipal township" . In that case tbe 
Col lector of Revenue of Clay County, Missouri , undertook 
by suit to collect taxes from the defendant Power and Ligb t 
Co . for tho benefit of Public Water Supply District No . 1 
ot Clay County, Ulssouri. The Collector of Revenue in the 
prosecution or the caae urged that a public water supply 
district coul d be, and should be, known and designated aa a 
municipal t~wnship, and that under that name and identity 
as a publ ic body there would be author1ty in the statutes 
for the assesament and collection of taxes tor the benefit 
of t.he water s uppl y district, as a municipal township, on 
111b.at is known aa "distributabl e" property, the propertJ or 
defendant so aougnt to be taxed eom.in under that descrip­
tion. The Court affirmed the jud@lent of the Circuit Court, 
whieh had hel d tnat there waa no lawrul authority t or the 
l evy ot the taxea sought to be colla cted, on the ground 
that Public ator Suppl y District No . 1 ot Olay County was 
not a "municipal townsnip" ao as to al low the aaaeaament 
under such name or taxes tor ~ts benefit against the property, 
of tho defendant . The Court said thnt a "municipal township' 
is a "subdivision or a county. " In the discussion of the 
case and 1n arriving at ita decio!on that the water suppl y 
district eould not be denominated by any othor name than 
a 0 polit ical corporation" , aa waa provided in the Act creat• 
ing public water suppl y diatriots (Laws or Y1ssour1 , 1935, 
pa~ 327, et seq.) Which provides (Section 2) that audh 
districts shall be "political. corporations" of the State, 
etc., the Court, l. o. 122, saidt 

"* * * Thia brings us to consideration or 
and inaiatence strongly urged by appellant, 
viz . , that the water district should be re­
garded as a ' municipal township • w1 thin 
the meaning or these t axing statutes . It , 
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of course, i s not a county nor an in• 
corporated city, town or village . It 
ia denominated a 'political corporation' 
by the not under ~ioh it was organized. 
* * * ." 

~his decision, as an analogous oaae, 1n principle 
and reasoning, supports the statements ot counsel, and 
supports our view here that revenue bonds of a public water 
supply district may not be issued under Section 27, Article 
VI of the Constitution of Missouri, 1945, because not named 
1n said section aa one of the public bodies there given auoh 
power. 

The Supreme Court 1n the Fulton case , l. e . 306 said 
that by t~{ing a narrow view of Section 3306 the s ection in• 
cludes the registration or "* * ~ •any bond, hereafter issued 
by any * * * city* * * for any $urpose w~atever' before the 
same 'shall obtain valiarty ore negotiated. ' * * *•" that 
it would seem to include revenue bonds as well as bonds pay­
able t hrough taxation. But, the Oourt says, t h is 1a not the 
effect or Section 3306, because it must be construed with 
other sections of the statutes in relation to the registra• 
t1on of bonds, naming Sections 3303 and 3304. The Court 
f ully discusses Sections 3303 and 3304, and• in construing 
the tnree sections together, says that t hey relate solely t o 
bonds payable tl~ugh ~e collection or taxes . The Court 
t hen states that it 1a impossible to harmonize Sections 3303 
and 3304 with Section 3306, if Section 3306 appli8s to revenue 
bonds . In other words, the Court ' s holding is that the three 
sections. 33031 3304 and 3306, do har.monize because they all 
relate solely to bonds payable· through the collection of taxes 
and that Section 3306 is not applicable to revenue bonds so 
as to require t hem to be registered by the State Auditor. The 
Court states t h at Sootiona 3303 and 3304 not onl y would be 
in irreconciable conflict with Section 3306 if ~ection 3306 
included revenue bonds , but also with the constitutional 
mandate as to the source of payment or revenue bonds or the 
kind there (and here) in question, "to-wit: solely from the 
revenues derived by the municipality from the operation or 
such utility." This 1a apparent ly a reference to Section 27 
ot Articl e VI ot the Constitution of Missouri , 1945, because , 
as the Court says, the revenue bonds authorizod by the con• 
stltutional mandate are payable solely out or revenue derived 
from the operation of the public utility. This is tho reason 
no doubt why counsel in their l e tter make tho cautionary 



Honorable ~ .H . Holmes -7-

statement that the bonds 1n quoat1on were not issued under 
the provisions of Section 27 ot Article VI of the Conatitu• 
tion or 111ssouri , 1945. e th lnk the holding in t he Fulton 
case by our Supreme Court makes it very plain that it con­
strues Sections 3306, 3303 and 3304 or Article VI , Chapter 
16, R.s. Mo . 1939, to refer only to bonds payable by tax­
a t i on , and not to bonds payable from revenue derived trom 
inc o~• from t he operat ion or a public utility , and that only 
bonds pay able by taxation are required to be registe red b~ 
the tate Auditor under s a id sections . , 

It must then t ollow tnat the special obli0 tion bonds, 
here being considered only as to t neir reg1 otrat1on, issued 
under the provisions ot Sect ion 126321 Article 12, Chapter 79, 
R.s . do. 1939, as ~ended, and payable, both as to principal 
end inter est , wholly and only out or t he net i nco e and reve­
n ues arising from the operat i on or the waterworks s ystem or 
any such district, after providing for coat or operation, 
maintenance, depreciation and necessary ext ensions and en• 
l ~genent, are not cont rolled by t he terms ot said Sections 
3306, 3303 and 3304, and are not required to be registered 
bJ the State Auditor. 

CONCLUSIOl~ 

It ia, therefore, the opinion ot t~ia department 
t hat , considering t he above fact a and aut~oritie s , special 
obligation bonds issued by· a public water supply distr ict , 
payable, a s to both principal and interest• wholly and only 
out ot the net income and reYenue from the operation or t he 
wat erworka system ot any such district. are not required by 
t he statutes ot this State to be registered by the State 
Auditor. 

APPROV Dz 

"3. fS • ~'A YLOU 
Attorney General 

G 10 &1r 

Respectfull y s ubmi tted, 

G ORG • • CHO\ lEY 
es1st ant Attorney Genoral 


