Liability of Board of Directors.

SCHOOLS: -~ Right of Teachers to Sue on Contract.
Payment of Back Warrants.
(/L March 19, 1934,
?V'v /
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Mr. Ray E. Miller, Secretary { / A
Board of Education ' |
Caxl Junetion,iissouri. ! (< m:f B
Dear 8ir:
This is to acknowledge your letter as

follows:

*"These depressing times have caused no
end of $rouble to boards of education
and oure is no exception. Cur teachers
st41l hold three months of last years
warrants and January and February war-
rants for this year. The Department
of Education have promised to put us on
the Federal relief rolls about Karch
let, yet some of the teachers say they
wlli hold the board responsible for
every cent the contracts call for. They
gven say that should the federal aid be
less than their contract salary, they
will agcept the sid and expect %hc Board
to make up the difference, with these
questions in mind, the Board have ask
{or Foar tntcrpre{atiaa on the follow-
ng. _

"1st. If & Board sets a levy, signs con-
tracts with teachers, makes inci-
dental bills, all with the expecta-
tion of having sufficient funds
with which to pay, but fiands through
sugh circumstances as have ogourre
the last two years that they manot
pay, then is the district lisble for
the full amount of the contraots orx
are the contracts automatically paid
when fuads run out?

“2nd., If the teachers accept government aid
KMarch 1st and the ary is less than
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their contract salaries, oan ¢
hold the Board ruponu‘lo for ¢
difference?

*3rd, Oan a2 teacher bring suit against
& Board for salary as per contract
when the funds have run out thr
no fault of the Soard? You under-
stand that when one year lapses,
then those salaries oan only be paid
with back taxes or collection for
that year, How is a board to tell how
to divide the money reoeived? What
if the taxes never come in and it
loockes ag though they would mot, then
how ¢an & Board raise money to pay
such back warrants? We don't see how
they can be paid as you are not allowed
to vote bonds for such payments are you?

“48h, If the teachers do sue the district, is
it only possible to ges Aulanat nst
the distriet? Tuey cculid not get Judg-
ment against the Board members could they?
Is there any law that could force a Board
of Education og.lut whieh J t had
been rcndc:o&, deviese means to pay
the judgment? If not then what good would
the judgment be to the teachers?

"5th, Pleasse tell this board just what to ex-
pect, or what can legally be done to them,
when it locks as though we would end the
present school term owing the teaschers
about three months gnlaries, and no funds
in sight with whieh to ever pay them, also,
on top of this still hold three war-
rants from last ol term? Can they ob-
fain 2 judgment for the amount of these
warrants? Should the Boaxd issue another
warrant now that it looks as though they
might not be paid?

*Hope questions are not to confus and that we
can have an 1:{.@:.“:1« soon,* =

_ In lookiag over our files, we find that on October
35, 1933, this department rendered am opimion to the Board
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of Educstion, Carl Juaction ssouri, which answers
practically Ill of the queiiiann contained in your
present request. Assuming that you do not have a copy

of this opinion, we are herewith enclosing a copy of same.

We will answer the questions asked im your let-
ter as briefly as possible and the enclosed aplnaon will
sustain the authority for such.

At the outset, we desire to eall to your as-
tention certain fumdamentale which are to be borme in
mind when an answer appears to your specific question,
namely:

1. That Roard of Directors do not have
any authority to order a warrant or
enter inte a contrect exceeding the
revenue provided for the current
year, If such warrants or contracte
are issued, they do not constitute
al claim againet the distriect,
Seaction 9311, R, 8. Mo. 1929,

3. There is no personal liability on the
- part of the direetors for a school

warrant drawmm when there is not suf-
ficient money in ihe treasury to pay
same if such warrants issued are not
in sxcess of the taxes levied and’
other income as the diregtorsg have a
right to antieipate that the revenue
providsd for would be collected.

s &% 21, V. Andrews, 40 Ko,

3. However Board of Direotors are liable
. 4f the aets of such were not done. in
good faith; and with wiliful intention;
that is, such that would be comsidered
nal-feasance in office, Qo  ed

§§§g§§'§%3§'§!! ¥o. & v. g;:;f:m”

4. Board of Uireetors have no power to
viclate Seotion 11, Article X. and
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Seotion 12, Article X. of the Consti-
tution of hucmti, same being a limita-
tion upon the amnual debt ereating power
of a school distriet. In cther words,
tiie contract cannot create a debt of
the school digtrict within the intent
n:dnmlu of Lo Goastlitutioa afore-
.‘ -

Referring mow to your specific question and bear-
ing in mind premises above -

1.

_ (a) 1% is our opinion that if a contraet is
enteréd iato im good faith and within the comstitutional
provisions and revenus anticipated, then the distriet is
liable for the full amount of the contreos.

(v) The contracts are not sutomstically paid
when funds run ous,

If the teachers acce-t govermment aild as part
of their compensation, under their contracts with the Board
and it is not sufficient to pay contract in full,

then such may hold the responeible for the difference if
any. ISTRICT

(a) The teacher may bring suit ageinst w district
for salary as per contraot even tho the funds have run

out through mno fault of the Board. \ %g} o
&uﬂmmusa 'l( 13. .mo)
(b) You ate oorrect in your assumption that salaries
ghall only ve paid with taxes collected for the year in which
they are inourred. It is the duty of the Board, at the be-
Anning of the year, $o make gropu provicions for the
vision of the revenue;and, if taxes are mot colisvted suf-

ficiently to pay these items and are subsequently received,
then they should be applied to the various funds pro rata,
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(e)

(a)

(e)

(a)

(v)

(e)

()

If the taxes are never colledted
then there is no way in which the
Board may raise money with which to
pay these back warrants.

There is no way in which bonde may
be voted for the payment of such.

Quoting from the fifth page of the
attached opinion: “The warrants
held by the teachers of your school
issued during the last school year,
must be paild out of sueh back taxes
or other funds Lhat may properly
come into the treasury of she school
distriet from the revenue provided
for suech school year,"

4.

If the teachers have a legitimate
claim inst the distriect, then it

is poselible to get jm% against
the distriect.

The teachers may not obtain judgment
against the Board members if such
Board members acted in good faith
and within statutory law,

There is no provision in the law
which oould foree the Board of Edu-
cation,(after a judgment had been
rendered ag=inst distriet), to de-
vise means to pay same other than

if money was in the tr 3 then
& mandamus sction could be ht
to coupel payment of same out o
the funde,

e do not eomment wpon the fact as
to what good a judgment would serve
the 8 Af it were obtained
and uncollectable.

Your question No. 5 has been answered
in the preceding question other than
the part wherein you agk, "Should the
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Board issue another warrant now that
1t looks as though they might not
be paid?* Our answer to that question
is -Yes, The Board has the right to
assume that the taxes will be paid,
us much so, as they have the t %o
that such will not be paid,
In arder to be ecomnsistent, you womuld
have to issue the warrants.

Ve earnestly ask that you re-read the enclosed
opinion and bear ian mind the statutory duties of the
Board of Directors, -

(mpu)fﬂtm ﬁ;nm Bissxies No. © V. Shewham,

"Under our state law the govern-
ment of a sghool district, as well
ap the handling of the finances
thereof, is vested in a board of
directoru ,duly elected by vote.
Their '.rl and duties are pre-
acrlbtd by astatute. A trust is
reposed in them, the execution of
which is froqnuntly attended with
difficulty and embarrvassment, By
acoepiing such trust each direetor
obligates himself to perform the
duties as the law direots, and if
thnre is a nintppliontien of the

or any part thereof, the
qu.ntimn for dlt.xnlnltton ie a8
to whether or not the dixoctorn
are pergonally liable and may legal-
ly be rcquirad to respond in daangec

therefor."
"Also in i v. Glags gg,, 283 Mo. 337, 249,
233 8, W, 433, ’ e said:

*In a sense directors of a corpora-
tion'are trustees and agents of the
corporation and stockholders. In a
generzl way they are governed by the
same rules as are applied to trustees
and agents' * * * and for a
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failure to discharge their obli-

gﬂtl@hl as such they become liable

z;r cgrporaxt losses resulting there-
om,

Yours very truly,

Assistant Attorney-General,

Attorney-General ,

JuH/at]




