SCHOOLS:: School diréctors are only authorized to iSsue
AUTHORITY OF warrants as provided by statute and are not
DIRECTORS TO ISSUE authorized to issue commerc’al paper for payment
COMMERCIAL PAPER: of erection of school buildings. Directors are
not authorized to issue warrants in anticipation
of revenue for any year except the current year.,

September 13, 1938

Mr. M. L. Fishback, Secretary
Kingsville Schools
Consolidated District No. 7
Kingsville, Missouri

Dear 3ir:

This is in reply to yours of recent date request-
ing an official opinion from this department based upon
the following letter:

"Our District (Kingsville Consolidated
Number Seven) have voted transportation
and have abandoned 5 rural schools within
the distriet, from which according to
the Statutes the District is entitled to
$1000.00 each or a total of $5000,00.
This amount is acknowledged due the Dis-
triet by the State Department of Publiec
Schools. We have made an application to
the PWA asking for e grant to match the
$5000,00 due us from The State, with
which we contemplate the building of two
rooms and other improvements approved by
The Department of Public Schools to our
present system., The Government sent a
representative to ascertain where we were
going to acquire the funds to match their
grant, The Board of Education had made
arrangements with a Bank in Holden where
on demand, by the Board signing the note,
the Bank would loan this amount to our
District.

We know that the law and construction of
the Constitution provides that no school
district shall be allowed to become in-
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debted in any menner or for any purpose
to =n amount exceeding in any year the
income and revenue provided for such year
without the consent of two thirds of the
voters and are very striet in holding
what would be included in the term income
and revenue provided for the year.

In view of the law, the Board hesitates
to take this step, and the question is
whether this would be an indebtedness or
anticipated revenue?

We feel that this 1s anticipated revenue,
or a gift from The State of Missouri and
we are in no way contracting a debt that
is binding on the texpayers of our dis-
triect. This amount ($5000.00) will not
be paid by the State before August 1939.

If the board is not violeating any law in
securing this loan from the Bamk, would
the Buard borrow $5000.00, or $5000.00
less the interest for one year?

Should this request come through a
prosecuting attorney please send through
Chemberlain, Prosecuting Attorney of Cass
County, if not I would appreciate your
opinion sent direct to me."

Your request involves the right of the directors
of a school board to bind the district for payment of an
obligation in excess of the anticipated revenue for the
current year in which the indebtedness is incurred and be-

comes due.

The directors of a school district are limited in
their powers as to the spending of school moneys by Section
12, Article X, of the Constitution, which is as follows:

"No county, city, town, township, school
district or other political corporation
or subdivision of the State shall be

allowed to become indebted in any manner
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or for any purpose to an amount exceed-
ing in any year the income and revenue
provided for such year, without the con-
sent of two-thirds of the voters thereof
voting on such proposition, at an elec-
tion to be held for that purpose; nor in
cases reqguiring such assent shall any
indebteduess be allowed to be incurred

to an zmount inecluding existing indebted-
ness, in the aggregate exceeding five

per centum on the value of the taxable
property therein, to be ascertained by
the assessment next before the last
assessment for Stete and county purposes,
previous to the incurring of such indebted-
ness, except that cities having a popula-
tion of seventy-five thousand inhabitants
or more may, with the assent of two-thirds
of the voters thereof voting on such
proposition at an election to be held for
that purpose, incur an indebtedness not
exceeding ten per centum on the value of
the taxable property therein, to be as-
certained by the assessment next before
the last assessment for State and county
purposes previous to the incurring of
such indebtedness; such proposition may
be submitted at any election, general or
special; * * * v

‘In the case of Tate v. School Dist. No. 1l of Gentry
County, 23 S. W. (2d) 1. c. 1022, the court in discussing
the provisions of the Constitution as it applies to the
authority of schools to spend moneys, sald:

"Section 11, art. 10, of our State Con~-
stitution, is a limitation upon the
annual rate of taxation to be levied

for county, city, town, and school pur-
poses, and limits the annual rate of
tnxation for school purposes in school
districts, other than those composed of
cities of 100,000 inhabitants, or more,
to 40 cents on the hundred dollars valua-
tion of the taxeble property in the school
district. Section 12, art. 10, of the
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Constitution, is a limitation upon the
annual debt-creating power of such
political corporations. It provides:
'No county, eity, town, township, school
district or other political corporation
or subdivision of the State shall be al-
-lowed to become indebted in any menner
or for any purpose to an amount exceeding
in any year the income and revenue pro-
vided for such year, without the assent
of two-thirds of the voters thereof vot-
ing (on such proposition) at an election
to be held for thet purpose. * * *v

It 1s contended by appellant that the
contrect between plaintiff and defendant
school district, dated December 18, 1924,
created a debt of the school distriet in
enticipation of the inccme and revenue of
the school district to be provided for

the school year 1925~26, which, by statute
(section 11155, R. S. 1919), *shall com-

mence on the £ t day of July a a
ga the day of June "

As 1s stated in the above case, the school year begins
July lst and ends con June 30th follo . It is for that
period that the board of directors must anticipate the revenue
when considering entering into & contract incurring the
spending of district moneys, and if the contract is one whiech
will be completed during such yeer, then the revenue for that
year is the income of the district which the board must teke
into consideration as the limit to which it may inour debts.

Section 92333, R. S. lio. 1929, provides in part as
follows:

"All moneys arising from taxation shall

be paid out only for the purposes for
which they were levied and collected;

but the income from state, county and
township funds shall be applied only to
the payment of teachers' warrants, issued
by order of the board to legally qualified
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teachers for services rendered accord-
ing to law. No county or township
treasurer shall honor any warrant
against any school district that is

in excess of the income and revenue
of such school district for the school
year beginning on the first day of
July and ending on the thirtieth day
of June following; * * *.»

The office of 2 school director is purely statutory
and he must look to the statutes and the provisions of the
Constitution for his suthority. In the case of Consolidated
School District No. 6 v. Shawhan, 273 S, W. 1. c. 184, the
court said:

"Pleintiff distriet is a corporation
created by statute; its board of directors
is what the statute makes it, having only
such powers and functions as ere expressly
delegeted to it."

You speak in your request of the board of directors
executing a note to the bank, payeble on demand, for the
amount of money which it expects to receive from the State
Department of Zducation in August of 1939. From our re-
search on this question, we find that the statutes do not
authorize a board of directors to execute negotiable paper
such as a note and bind the district. Im Vol. 56 C. J.,
page 571, Sec. 688, the rule is lsid down as follows:

"is-a general rule a school district

or other local school organization has

no power to make and issue, or indorse,
conmercial paper, unless suthority to do so
is expressly granted by statute or by neces-
sary implication therefrom.,”

The only obligetions such directors are authorized
to execute, and by which the distriet is bound, are the
warrants issued under authority of Sections 9311 and 9312,
R. S, Mo. 1929.
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Section 9311 provides as follows:

"Upon the order of the board of direct-
ors, it shall be the duty of the dis-
trict clerk to draw warrants on the

county treasurer in favor of any party

to whom the distriet has become legally
indebted, either for services as teacher,
for material purchased for the use of

the school, or material or lebor in the
erection of a schoolhouse for said dis-
triot--the said warrant to be paid out

of any moneys in the appropriate funds

in the hands of the said treasurer and
belonging to the distriet. The species

of indebtedness must be clearly stated

and should be drawn on its appropriate
fund; ell momneys for teachers' wages on

the teachers' fumd; all moneys used in

the purchase of a site, erection of build-
ing thereon, and furnishing the seame, on
building fund; and all other expenses to

be paid out of the incidental fund: Pro-
vided, however, that no order for the pay-
ment of teachers' wages shall be drawn in
favor of eny person not holding a certifi-
cate of gualification, signed by the county
superintendent, state superintendent or a
certificate or diplome conferred by a
teachers college of this state, or in favor
of any teacher delincuent in his monthly
or term reports; and further provided,

that before drawing any such warrant, the
president of the board shall first visit the
office of the county or township treasurer,
and record his signature in a book to be
kept in the office of said treasurer for
that purpose, and for making such trip such
president of the board shall be allowed one
doller per day and his necessary traveling
expenses, payable out of the incidental
funds of his distrioct.”

Section 9312 provides in part as rfollows:

"The warrants thus drawn shall be in the
following form, and shall be sighed by the
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president of the board and countersigned
by the distriet clerk:

TEACHERS' FUNOD.

C . - No.
Troa;:;o: of county, Missouri:
0 or order, for services
as teacher 1m dlstrict No. .
dollars, out of any funds in your hends for
the peyment of teachers' wages belonging to
said distriect.
Jone by corder of the board, this day
of s 19 .
» president. - , ¢lerk,

* ¥ ¥ ¥

No treesurer shall honor any warrant unless
it be in the proper form and upon the ap-
propriate fund; and each and every warrant
shall be paid from its appropriate fumnd, and
no partiel payment shall be made upon any
school warrant, nor shall anx interest be
peid upon eny such warrant: * * * * »

If the school districet is not bonded beyond the
constitutional limit, then by proceeding as directed by
Article X, Section 12, of the Comstitution, the voters of
the district can authorize the board to execute obligations
within the limitations set out in ssid constitutional
provision, but we are convinced that the board, on its own
initiative, has no authority to execute a note payable on
demand and bind the distriet for the payment of same.

If the distriet does not have the money in its treasury
at the time the contract is entered into, and if the contract
is to be completed before June 30, 1939, and if the board
anticipates that it will have the money in the treasury be-
fore the end of the fiseal year, thenm it can issue a warrant
for the payment of the same in the form prescribed by Section
9312, supra, and such warrant will be legal and payable out
of the revenues for the current year whem a sufficient amount
comes into the treasury, but there is no suthority to post-
date said warrant or pay interest on same,
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While the $5,000 that the district expects to get
from the State for the building may be classed as anticipated
revenue, yet as it is not antieipated revenue for the year
ending June 30, 1839, therefore it could not be taken into
consideration for an indebtedness incurred for the current
year and which is to be paid during the curreant year.

CONCLUSTION

Therefore, we are of the opinion that the board
of directors of & school distriet has no suthority to execute
a note payable on demand for mroneys to erect a school bduild-
ing, which note is to be paid out of anticipated revenues of
the district for the year following the one in which the
indebtedness is incurred end becomes due and payable. We
are further of the opinion thet under no circumstances is
a board of directors esuthorized to execute 2 note and bind
the distriet for the payment of scme, but that all obliga~
tions of the district should be paid by warrants drawn as
provided by the statutes.

Respectfully submitted

TYRE W. BURTON
Assistant Atterney General

APPROVED:

J. E. TAYLOR

(Acting) Attorney General

TWB:HR



