
PDAL IISTifU!IODI Right of the eeoretarr to ••e lDteren 
tuM. of pr1aoaen to liquidate theft• wttb­
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;~, 
Mr. DaD Jl. Oar•, 8eoretn17 
Departaeat ot P-.1 ID.a\1 tutlou 
Jefferaoa OltJ, JllaacMai 

I -----"b7 

Dear Slra 

foftiJ 
Your req""' ior aa oplDlOD waa ln the followiag 

•ao.. Je&ra -.ro, tM 8eoreta17 of tile loUC 
of Pea'al O~e•l••n ,_..nook tiM oan 
ot fuala beloast-s to lx.atea of tiM State 
P-.1 t•tlUJ • c1epoa1 tlag ._ la a b&D.tiDC 
lDatltutloa whioh paid • low rate of latenat. 

UDder an 'batl .. rep1at1~1 thla later-
eat baa oeued aD4 ••••hl. unereat1BC &114 
pe.-plal• queatloa. la ooaeotloa tllere-
wltll art ... 

Ia ol"der tbat you _, llan tile fulleat }"'e­
atble lafor.atloa relatlYe thereto, a&7 I 
M.7 tMt du1'lJtc the rean tile B•:reta~ ,~au 
ba4 oa..up of tlle '-4, !luadrecs.-tbou~ 
of oonYlota ha" ocae aad gou& at J.ateJI­
Yala he Jau Uded to ..._. aooo-'• ead .-pea 
41aourp paid -u. • ..,..,. ctue. 

Du1DI We- pe,rl04 tap atll ... it 
~ beea tbe praotloe to uae ~· latereat 
'-4 to pnteot tlae Seoretan- ~lut loaa .. 
arlatag tllrougll DO r.alt of Ua owa, ..- u 
foqertea1 ooaaterfeltlac or pd_.. aODeJ1 
theft•, eto. · 

At aaother tlllle, wh• fuada of U.e lutltut•oa 
ran low, uadealgaatect aalarlea were paid f~ 
tbe latereat fu:Dd, wlthou~ replao-t. 

LoaaM • ll,S48.S3 
Balarlee 1,330.39 

these f1gaHa repr .. •t lo••• aa4 •larl .. 
paid la a preYioue ~ulstratloa. 



-a. 

4D 1 beoa.e Seo~etary of tbo D~ea~ 
.t.p~ll 1, tt wn.s m owa ,._, pet\J thene 
had ben tbe l"Ule 1n tlae all ~1.)011 for 
a"e~al yeua aad I uadertook to oatoh 
~ t!lett. 

Eventually I did no, and baYe atf1daY1ta 
in wbloh a OODY1ot aa.ite bla guilt .ad 
charges a fo111ez •aqua.re• aplo7e wttla o~ 
pl1ol'7· · 

J ha" also eeta~l111he4 that t61. 50 la 
~ney orde2a were atol.. wade~ ., t.a~ate 
predeceaeor • u well u othe% 'tllefte total,. 
1ag appros.t.MtelJ tsoo. lart of thla h-.. 
lte•D :.eoo.,ere4 t~oa tu oonYl~ ..,_. tllere 
1e DO t.tlleJ' hope of reooTel"J froa hla. 

It wae the oplldon of rq 1-ed.late pr ... 
deo .. aozo aad tU p~ao't1oe of foftlO' boarda 
'o paJ these loasea froa the tatereet fuld. 
Reoorda of the tutltutloa -,uppori thle state-
•••· 
fterefOJ'a, I would lUte to b&Ye JOUl' op1D1• 
OD theee polataa-

1. llay thls la,eren be rightfully ao uee4! 

a. Who aow la •tl"\led to tlala 1atereett 
ObYloaely, tt o8JIIlot be dlatrtbated 
oYer ooanot aoooaata •• tlle7 bw 
aullbe~ecl 'houa•da aa4 ablfted too 
rap141y~ 
t he fUDd 1• aot a state tuM aa4 it 
woul4 •- tile etate 1a aot eat1tlect 
to~· IIOileJ• 
lt le aot a O~aaloa tuD4 -.d. it 
would ••• ~· boud l• nor •tl tlecl •o the uae of tile 110aey, 1 ta pod tl• 
be~ .. rely .tb t of aseat for tbe . . , .... 
f!ae Seoretaryl lt would • • • fr011 tile 
g-nl pn.ot oe la oODMtloa wttll 
tnet otflo... ia .ntl.tle4 to , .. ue 
ad proteotloa of tU I.Dtereat ca the 
t-.4 u h• 1a eJI&rsecl wlth J'eepca­
albtilty therefore and doe• all the 
wort la coDDectlon w1 til adllln1atnt1• 
of the tuDd uide f:roa hla ftl'l].ar 
4utl ... 
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3. If tlt.e 8ecreta17 ts properly eatltl .. 
to the use of th1a inter••• • II&J a.. 
<Uaw hla clleot tberefo:r to ad~un 
tbtt loaa.. OOCUI'lllg 1D *• pi'Medbc 
aDd hla ow. ada1Dlatnt1oaa. 1 

There 1a Do proYio1on 1n the law wherebr tbe Depart­
aeDt of P-.al Iut1\ut1oaa la reG'tlred to eatabllah ua4 uJ.atda 
a oonW.ot. fuad u 4••oJ"lbe4 lA J'OU' lettq. laitheJ' 1• lt pn­
h1blte4 ta 'he ~. 

You baYe explained thia tuad aa a 'ruet fuad, where 
the p!'leoaer add.a to hla acoouat ln ttnld fUild froa tiM te tiM 
aad upoa the 'PrleoDer• s dlsoh~ hla aaY1taga ta aal4 1\acl ar. 
aooo•ted for ea4 glYen to h1a, leaa &11 aoOU8llatl•• lateran. 
t~ p:rleoaera wbo partlclpate uadarataad •••t tbeJ are to reoe19e 
ao 1ater .. t • but tut aoeuatlatecl latereat le to b• ued to ~ 
plaoe loaa" wttere4 t~ no fault of tu truatee (aeo~e,UT) 
.uoh ae lo•••• J'eaultlag frga ~orger1eJ,couaterfe1tlas of prt ... 
aoaer, eto. , and that &OOUallated lateren 1• te be uae4 to~ tile 
tun!an pnpoae ot payl• aalarlea for priaoa e.ployeea not p:ro­
Yld~ fo• bJ atatutea. 

!hie '"-'' la Juat u aaorecl u 8AJ other tru,. 'l!ae 
ae%e faot that thefts fi'OII t.be Deparu•t wtll -tal tsoo.oo do .. 
eot eatltle rou to applJ the latareat fro. lbia prleoa.ra• faad 
to coYer the loaa, unlaaa 1 t be the uadera,aactins wt til the coa­
trllnltiq pJ"laoaen that aald tua4 la held for tlaat purpo••· n.a 
taet that the praottce of foraer boarda was to pay tbeae lo•••• 
f7011 the 1Atel'eat fund, would aot ~ua~1f1 of ltaelf the paJ'IIeat• 
rol'ller boa.rda ~ baYe ooaal-ted a breaeh of tnat. fM rlpt 
to par u )'08 dealre Call beat be 3uat1fled 1t the truat exlat .. 
for \Mt parpoM. You oaJmot lecnllT axeoate aa.ld tnat w1 t-.ut 
bat-s authorised b7 tlae tnat qr••••~ or arrus•eet1 a d tlut 
fa.ot that 1 t waa the praotlce of foraer bonrda to pq •he .. lo••• 
troa the 1ateJ'eat fuad would lndlcate tbat theJ were aoting 1D 
good faltb 1a ~e eseoutlon of the t~a\ whtoh you preeu.a to ...,. 
lat. Stateaeata of partlclpatl.ns oonricta would tead to olaJ'lfJ 
the ob~eota of the t:ruat, further ev1denolJ1C 7 ur right to ooYd 
the loaa f.,_ the 1ntereat fuacl. If the orlg1aal trust agre-t 
be la wrlt1as 1t would tlu-ow aoae llght c. tie purpoaea of tbe 
trust. It la for you to deteralae the eslatenoe·of 'h• truet . 

Aaawerlag your flrat queatlon. 

It la the oplllloD of \h1a office that the 1Dtereat fuM 
aay be ~g~lly ueed, to co••r the deacr1be4 loaaea, lf .ueb •aa 
the ob~eot of t•• true' creating the 1nter~at tuD4 

Aaawenas your aeooa4 qa"tical 
Daly lat•ded belfiolad .. are n~1 'lecl to thla .,._ 
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CUJ~Uleted 1a~ ereat. .&asualrag 'the 1n,eren1 flm4 '-• a trutt't 
f\W4 t o be used for t he purpos~ ot paying loases, tbe aa14 
fuwl •7 be used f()r such o pu:rpoae 'Uld the pant.U departaea' 
when euff•r1r.g losae• would be a~t1 "lled to MYU sa.ld los• 
with the proceede of the interest fl1ad. Therefore, it follows 
'h " 1nctlviduala who h "''ftl adYanced c1epa.rtmmta1 lossee would 
be entl,lec to zeceivi3CS frO!!l the fund the1r a.d•t\noetteata, lt 
the trua' o.x1etcd tor th~ )1urpone of ooverin~ lo•( ea. AD a4-
vanoe.eat uader auob o1•o e\u.ncea is a lo a t o the party aA­
TGDClDI• 

Anawe~lng you~ third queat1on. 

7}).e aeoret,ary to Qo board •hould not be Gil lnsureJ" 
aga1net othe~ ~eo~le• •hefts unleaa it waa uaderatood that y 
were to b $ aucb • hen 'ak1ng the ~ ob, and you asaaed the tte­
.-poaaib111ty with tha' 'G1lde;rsta.nd1ng . The office without SUG 
an UDderataadiag doea not Cdl'1 auoll liabi lt ty. Asaua11lg that 
you aad Hr . S.lth aze persoaall~ reepon•lble roz loeaea occuz­
tag by r eason of thel'• of •oney order and other tbefte, 1t 100 
~$ aeoret&ry be properl~ en,1tlad \o this interest fund 1n the 
e7eeution of tho trust which you olnia ex1ate. then 1 t would b• 
legal for JOU to d%nw a oheok 'herefore nnd adjust the lonsee 
occurinc, aa you oay they did oocur • 1n the preceding ~~nc. la 
your a~aiat:n.tion.· 

.A.PPUOV.ilh 

ilot .MO&I¥fiUoi .l' ' ornev ocaaz&i 

WOS:H 

~lLLlAU 01m SAWTBRS 
Assistant AttorD~7 General 


