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Honorable Max Mathews

Chairman

Andalusia Water Works Board

Post Office Box 790

Andalusia, AL  36420

Municipalities – Water Boards –Code Section 11-50-310 – Dissolution – Covington County

The Waters Works Board of Andalusia may be dissolved pursuant to the provisions of section 11-50-316 of the Code of Alabama, which requires the approval of the Board for dissolution.

Dear Mr. Mathews:


This opinion of the Attorney General is issued in response to your request on behalf of the Andalusia Water Works Board.

QUESTION


Can the City Council of Andalusia dissolve the Water Board without the Board’s agreement, and, if so, under what circumstances can the Board be dissolved?

FACTS AND ANALYSIS


The Water Works Board of the City of Andalusia is a public corporation created pursuant to the provisions of section 11-50-310 et seq. of the Code of Alabama.  ALA. CODE § 11-50-310 et seq., (1992, Supp. 

2001).  Section 11-50-316 provides for the dissolution of the corporation and states as follows:

(b) When the principal of and the interest on all bonds of such corporation payable from the revenues of any system owned by such corporation shall have been paid in full, then title to such system from the revenue of which the bonds are payable shall thereupon immediately vest in the municipality which authorized the incorporation of such corporation, and such system shall become the property of such municipality, except as otherwise provided in Section 11-50-320. When title to all property owned by any corporation organized or the certificate of incorporation of which is amended under this article shall have vested in the appropriate municipality which shall be entitled thereto under this section and Section 11-50-320, then such corporation shall thereupon stand dissolved; provided, that, if at any time any such corporation does not have any bonds outstanding (regardless of whether it has ever issued any bonds), its board of directors may adopt a resolution, which shall be duly entered on its minutes, declaring that such corporation shall be dissolved; and, upon the filing for record of a certified copy of such resolution in the office of the judge of probate of the county wherein the certificate of incorporation of such corporation was filed, such corporation shall stand dissolved, whereupon title to any property and assets then owned by such corporation shall, except as otherwise provided in Section 11-50-320, vest in the municipality which authorized the incorporation of such corporation. The formation of one or more corporations under the provisions of this article shall not prevent the subsequent formation hereunder of another corporation or corporations.

ALA. CODE § 11-50-316 (1992) (emphasis added).


This Office has previously held that under the provisions of section 11-50-316 there are two ways that a corporation organized under section 11-50-310 can be dissolved.  Opinion to Honorable Gary Daffron, Mayor, Town of Ragland, dated April 4, 1996, A.G. No. 96-00174.  That opinion stated as follows:

One is when the principal and interest of all bonds of the corporation are paid in full and title to the property is vested in the appropriate municipality the corporation is dissolved by operation of law.  The other is by adoption of a resolution of its board of directors when no bonds are outstanding.


Under the provisions of section 11-40-1, a municipality may acquire property by purchase . . . or appropriation for any municipal purpose authorized in Title 11 of the Code.  Among such purposes is the acquisition, maintenance, and operation of utility systems.  Thus, the city may acquire the utility by paying off its obligations, causing the title to its property to vest in the municipality and thereby dissolving the corporation under section 11-50-316(b).  However, this may not be done unilaterally by the municipality.  The utility board is responsible to the bondholders and, accordingly, must weigh various factors in determining whether to accept the city’s offer to pay off its bonded indebtedness.
Id. at 4.


Accordingly, the city council could offer to pay the indebtedness of the corporation, which if accepted by the Board, would result in the dissolution of the corporation.  The corporation may also be dissolved by a resolution of the Board, but only if it does not have outstanding bonded indebtedness.

CONCLUSION


The Waters Works Board of Andalusia may be dissolved pursuant to the provisions of section 11-50-316 of the Code of Alabama, which requires the approval of the Board for dissolution.


I hope this opinion answers your question.  If this Office can be of further assistance, please contact Brenda F. Smith of my staff.

Sincerely,

BILL PRYOR

Attorney General

By:

CAROL JEAN SMITH

Chief, Opinions Division
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