
MUNICIPAL CORPORATIONS: Cities under thirty thousa 
under the Constitution may 
issue a specific levy for a 
wat er systen, but the gener 
law i n all ci ties is t hat t e 
bonds must be paid out of t e 

\..~.-· 
\_ 

revenues of the water or lieht system. 
February 2 , 1 9 40 

,, 

) 

Mr. Frank W. Kuehl, Counsel 
Reconstruction Finance Corporation 
Wash i ngton, D. c. 

Dear Sir: 

we are in receipt of your request for an opini o , 
under date of Januar y 26, 19 40, which reads as f ollo s: 

"This Corporation has acquired vari­
ous gene ral obliga t i on bond issues 
of municipalities of t he State of 
Missouri . We are interested i n ob­
tai ning copies of any opinion s ren­
dered by your office concerni ng t he 
a1locat ion of tax l evies. 

For example• if a municipality has 
outstanding an issue of bonds to 
finance t he construction of a wat er­
works s ystem and a separate iasua 
of bonda to finance the construction 
of a aewer system, does the municipality 
levy a spe cific tax for the payment of 
principal and interest on each issue? 
Assuming t~e foregoing 1a true, are the 
moneys, when collected, immedi a tely 
segregated and allocated to separate 
funds to be used on1y f or t he purpose 
for whi ch such specific tax has been 
levied?" 
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Section 12a, Art i cle X, of t he Consti tuti on of 
Mi s souri, reads as followat 

"ANI city 1n t hi s s t a t e , conta 1n1ng 
not more than t hirty t housand (30 , 000 ) 
inhabitants , may , with the assent of 
two-thirds (2/3) of t he voters t her eof 
voting at an election held for t hat 

purpose, be allowed to become indebted 
in a larger amount than specified in 
section 12 of article 10 of the Consti­
tution of this State, not exceeding an 
additional ten (10) per centum on the 
value of the taxable property . t here in, 
for t he purpose of pu rchasi ng or con­
structing waterworks, ice plants, 
electric or other light plants, to be 
owned exclusively by the city so 
purchasing or con s t ructing t he samet 
Provi ded, That any such city incur­
ring any sueh i ndebtedneas requiring 
the assent o~ t he voters, as aforesaid , 
sball have p~wer to provide tor, and 
before or at t he time of incurring such 
1ndjbtedneae shall provide for tbe col­
lection of an annual tax, t n addition 
to ~he other taxes provided for by t h is 
Constitution, suff ic i ent to pay the 
interest on eueh i ndebtedness a s 1t 
falls due, and also to constitute a 
ainking fund for t ne payment of t he 
princi~l t hereof withi n twe nty ( 20 ) 
yeara from the time of contracting t he 
aame, any provisions i n t hi s Constitu ­
tion to t he contrary notwi t hstanding . • 

The above secti on applies to cities under t hi rty thoutand 
inhabitants, and by that secti on such~ city can prov1d 
for the collection of an annual tax, in addition to o her 
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taxes provided for in t he Constitution to pay off t he 
interest and indebtedness dur ing a period of twenty 

1 

year s. 

· The ·~noral law applying to all cities, is set 
out 1n ~~!cle 3l.~pter 38, R. s . ·Missouri, 1929. 

Section 7661 R. s. Uiaaouri, 1929, reads as 
follows& 

•The c1ty council of any city 
or t he firs t, second , third or 
fourth class i n t his 8tate, or 
any city operat1ng under a special 
charter, having t r..ree thousan~ in­
habitants or more and leaa than one 
hundred and fifty t housand inhabi­
tant• shall have ~he power t o erect , 
maintain and operate waterworks or 
to acquire waterworks by purchase as 
here inafter provided , a nd to operate 
and maintain the same a nd suppl y the 
inhab itants t hereof with water and to 
charge therefor r easonabl e rates as 
hereina f ter provided.• 

Section 7667 li. s. ~iaaouri, reads as f ollows& 

• fJnenever a proposition shall b e 
submitted and a dopted bJ a maj ority 
of the voters of t he said city vot• 
ing on the proposition, then t he 

,said waterworks system shall be con­
veyed to the c ity by the person, 
f irm or corporation ownine the same , 
which deed shall convey to t he city 
a valid title to said property except 
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that such conve yance shall be 
aubje~t to a vendor's llen for 
the purchase priee of said plant. 
which aha~l be evidenced by bonda 
herein provided for. wh ich shall 
be issued and delivered to the 
person~ firm or corpora t ion selling 
the property , i n payment the r efor . 
And the said city, for th e purpose 
of paying for t he waterwork s plant . 
shall issue bonds t o an amount equal 
t o the agr&ed purchase price , which 
shall be known as t he twa terwork a 
bonds*' and which shall constitute 
a firs t lien on the waterworks plant 
ao acquired• and all the property 
connected therewith or thereafter 
a cquired const1 tuting a part o.f the 
said plant, including the i ncome 
aris i ng therefrom, it being the 
intent of sect ions 7661 to 7682• 
however~ t h at t her e 1s to be no 
liability on the part of t he city 
to pay the amount evidenced by said 
bonds out of any other fund than 
the one herein specif~ed, and said 
bonda shall not constitute a liability 
of the cit}' for whi ch the genaral 
revexme·s t hereof can 'be appropriated, 
or any part thereof, except to pay a 
reas onable fire hydrant _rental far 
such hy~ants as may be used by the 
city for t he purpose of f1Pe pro­
tection~ and washing and flushing 
streets. crossings~ alleys and sewers, 
as herein provided." 

Sect i on 7668 :t. s ., rt.1ssour1 , reads as f ollows s 



Mr. Fr ank \\' . Kuehl ( 5} 

"The said waterwor ks pl ant a~o sys-
tem, when aequi red , e~all b e eu~ject 
to the control and ~a~a~ement of a 
board known a s t he ' board of water-
works co~ssioners ,' who shall have 
the po~r to issue t o the person, firm 
or corporation, i n payment f or said 
waterworks s ystem, bonds in such denomina­
tion a s may be stated i n t he proposition 
to the city or as may be determined by 
the board, which bonds Shal l refer to 
and rec ite sect ions 7661 to 7682, in­
clusive, as authority f or the ir issuance , 
and shall be signed by each member of 
t he board, attested by the secretary, 
under the seal of the board , and each 
bond shall c.ontain substantially the 
following. among·other appropriate 
recitals t herein& 

" ' This bond shall constitute a fi r st 
lien in the nature of a mort gage or 
Te ors lien upon all t he property , 
rights , issue s and r e venue of t he 
waterworks system in this city , or 
in any way apperta1nin0 there to, in­
clud ing any and all funds that may 
have b5en or may be der i ved bhe r e fr om, 
\'7hether i n exlstence at the time of 
t he issuing of t his bond or t hereafter 
acquired, but t his bond shall not 
create any per sonal or general liability 
on t he part of t his city or t he persons 
signing the same for .the payment there ­
of, and t he same shal l be paid only 
out of the property coll8t 1tut1ng t he 
waterworks system and the revenue de­
rived t here from, on which it shall be 
a first lien, as aforesaid• and in 
case of defaul t in the payment of the 
principal hereof, or any interest due 
t hereon, for a period of six montha , 

. .. 
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all o£ t he said property upon 
which it shall be a lien, as a f ore ­
said, shall be conveyed by the 
waterworks commissione r s to the 
holders of the water•orks bonds 
in the proportion ~hat the bonds 
held by each beara to the entire 
bond issues ProYided, that said 
property may be conveyed to a truat­
ee designated by a majority of the 
bondholders , to be hel d for the 
use ot all the bondholde~s in the 
proportion aforesaid, und t he con­
veyance of the said waterworks com­
missioners shall a l so conve y all 
obligations due to the said board 
ot waterworks commiss ioners f rom 
private corporations , individuals , 
or this city on account of water 
furnished or conaumed, and shall 
also convey to them, their grantees 
.and assigns , the right, privilege 
and tranehise to continue thereafter 
the maintenance and operation of said 
waterworks system tor a period of 
thirty years, and for that purpose 
t o ·have t he use or the s treets , 
avenues , alleys and other public 
places of the city to maintain and op­
erate the said waterworks plant .• 

•!'he said bonds shall run for a 
period of twenty years and draw 
interest at the rate of six per cent. 
per annum, payable s emi-annually, 
said interest to be evidenced by the 
coupons attached. The bonds and cou• 
pona shall be negotiable in form. 
The coupons may be signed only by 

' 
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the lithographed signature• of t he 
president of the board and the secre­
_tary t hereof. " · 

Unde~ t he abo_l section t he bond const itute s J 

a t'1rst lien on a lir the property of the water system 
and also upon all o~ the revenue derived through 
the water system. n your request you ask i f a 
municipality levies a specific tax. In c i t i e s under 
thirty thousand a licific tax m&) be l evied which 
money muat be only or t he payment of the principal J 

and interest indebt dnesa of the bonds . ~h1le 
under t he general law no specific tax must be l evied 
but t he payment of bonds can be made only out of 1 

the revenues of the water department . The r evenues 
ot the water department can only be used for t he ope~­
ating of the water system and the payment of the int,rest 
and principal indebtedness . 

Section 12, Article . lO of t he l..onstitution of 
Missouri, partially reads as follows& 

• No county• city, town, townahip, 
school district or other political 
corporation or subdivision of the 
Stat e shall be allowed to become in­
debted in any manner or for any purpose 
to an amount exceeding 1n any yeu the 
income and revenue provided t'or such 
year, without t he consent of two-thirds 
of t h e voters thereof voting on such 
proposition, at an election to be held 
tor that purpose} nor in cases requiring 
such assent shall any i ndebtedness be 
allowed to be incurred to an amount i n­
cludi ng existing i ndebtedness, i n tae 
aggregate ex.ceeding five per cent um on 
t he value of the taxabl e property the rein , 
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to be ascertained by the asaeaa-
ment next before t he last assessment 
for State and county purpoaea, previous 
to t he i ncurring of aueh indebtedness, 
except t hat citie s hav-ing a population . 
of s eventy-f ive t housand inhabitants 
or more may, with the assent of two-t~ird a 
of the votera thereof •oting on such prop­
osition at an election to be hel d for t hat 
pnrpose, incur an indebtednesa not exceed­
ing ten per centum on the value of the 
taxable property there in, to be ascer­
t a i ned by the asaeaament next before the 
last assessment for State and count7 
purposes previous to the i ncurring of 
such lndebtedneasJ such proposition 
m&J be submitted at anr election, 
general or specialJ provided, That 
with such asaent any county may be 
al1owed to bee~ indebted to a larger 
amount for t he .erection ot court hou~e 
or jail, or tor the grading, construction, 
pa•ing• or maintaining of pa•ed, graveled, 
maea~ised or rock roada and necesa&rJ 
bridge• and culverts t her e ihJ and~ p~ovided 
t'urthe r, That any counq, city, to1m, town­
ship, achool 6.1Btrict or other poll t i .cal 
corporation or subdiv1ai~n of the State , 
incurring any i ndebtedness r equirine t he 
assent of the voters as aforeaaid, &hall 
before or at the time of do l ng ao, pro­
vide t or t he collection of an annual 
tax suffic i ent to pay the i nterest on 
such indebtedneaa as it f alls due, and 
also to constitute a ainking fund f or 
the payment ot the principal therec.1f; 
within twentJ years from the time ot con­
tracting the aame. * * ·;} <~:· * • 
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Under the above section sewer bonds can be vote~, 
and it ft~ther provid~s for the collection of an a nn al 
tax sufficient to pay t he interest as it fal ls due a d 
also tof. cnstitute a sinking fund for the payment of 
the princ .pal within twenty years from the t~e. of cttract-
1ng the s e. Therefore , the money must be allocate 
to a sep ate ~d to be used only for the purpose t 
which sue specific tax has been levied. 

Sectkon 2896 R. s. ~1ssour1 , 1929• reads as fol~bws z 
t l 
•tnlen any bonds shall have been voted 
or may hereafter be voted, as provided 
under the Consti tution of the state , for 
the i ncurring of any 1ndebtednesa by any 
town, citJ, to1mah1p, county, drainage, 
levee, county or school district, tue 
proceeds from the sal e t hbr eof , and all 
moneys derived by tax levy for interest 
and sinking fund, as provided under t he 
Constitution, shall be kept by the authori ­
ties of suc h town, city, townsh i p, county , 
drainage, levee, eounty or school distri ct 
having eontrol of aaid funds , separate a nd 
apart £rom any and all other funds of said 
town, city, townah1p. county, drainage, 
levee, county or school district, so that 
there l3ball be no commingling of said 
funds with any other funds of said town, 
city, township, county, drainage , levee• 
county or school diatrict. The proceed• 
of an1 bonds or the ~inking fund or the 
interest collected by reason thereof 
thnt may be held by any town, cit1, 
township, county, drainage , levee, 
county or school district, shall, upon 
t he passage of this section, 1f eo~ 
mingled with other funds of said town, 
e1ty, township. eounty, drainage , levee, 
county or school d istrict, be sepa· 
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rated and deposited 1n a separate 
fund from any and all other funds . 
In no case shall the proceeds f'rom 
the sale of any bonds so sold be 
used for any othe r purpose than 
for t he purpo ae for whi eh sa 1d 
bond s were voted* nor s~All t he 
sinking fund or i nterest collected 
to meet the interest on said bonds 
be uaed for Any other purpose ;han 
to meet the principal and interest 
of said bonds. n 

Under the .above sect ion, all money collected on bond 
issues must be placed 1n a separate f und so as to 
retire. the bonds with the interest there on. 

RespectfUlly aub~tted• 

W. J . BURKE 
Assistant Attor ney Gener al 

APPROVE.'Da 

TYrtE w. BURTO. 
(Acting) Attorney Gene ral 

WJBI RW 

I . 


