SCHOOL FUND LOANS: =xpplicability of Sec. 7, Art. IX, of the
Constitution of 1945 to outstanding school
fund loans and to investments of the capital
of county and township public school funds.

FILED

October 22, 1945 /cja

D>
o~

County Court of Jasper County
Carthage, ilssouri

Attention: Hon., Omer L. Carrothers
Presiding Judge

Gentlemen:

RKeference 1s made to your letter of October 17, 1945,
requesting an official opinion of this office, and rcading
as follows:

"Under srticls 9 - Section 7, regarding
County and Township School Funds Loans:
we would like to know when the dead line
is set for these loans to be liguidated
and if the loan is for S years and did
not becowe due until 1948, if the County
Court will be forced to liguidate tuais
loan sooner than the maturity date.

WWe would also like to know if the County
Bonds can be purchased with this money the

same as State Bonds and sSchool District
Bonds."

With respect to the question propounded by the first
parugraph of your letter of injuiry, we direct your attention
to an opinion of this department delivered under date of March
19, 1945, to the Honorable G. K. Chamerlin, Prosecuting Attor-
ney, Harrisonville, Missouri. A copy of such opinion is en-
closed herewith, cnd we believe it will serve to answer your
question.
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With respect to tiie quegtion propounded in thne second
paragraph of your letter of inquiry, we direct your atten-
tion to a portion or 3ection 7, article IX, of the Constitu=-
tion of 1945, reading as follows:

"All real estate, loans and investments
now belonging to the various county =nd
township school funds, except those in-
vested as herelnafter provided, shall

be lijquldated without extension of time,
and the proceeds thereof and the money on
hand now belonglng to said school funds
of the sever:l counties ana the city of
3t. Loulis, shall be reinvested in regis-
tered bonds of the United States, or in
bonds ol the state or in approved bonds
of any clty or achool distriect thereorl,
or in bonds or other securities the pay-
ment of which are fully guaranteed by the
United 3tutes, and aucredly presarved as
a county school fund,

Although you have not made specific inquiry regarding
the date when -such investments may be wade, we enclose here-
with a copy of an opinion of thls department delivered under
date of March 19, 1945, to the Honorable Alvin B. Walker,
Prosecuting Attorney, 'ilan, lUissourl, as it does cover this
precise feature of the matter under consideration.

Inasmuch as county bonds are not among tie types of in-
vestment enuunerated in the above guoted constitutional provie
slon, 1t 18 necessary to determine whether or not such bonds
are by implication contained therein. "

The only possible group of securities which might en=-
compass county bonds would be that denominated "bondis of the
state.” We do not find this phrase having been delined by an
appellate court of the State of Missouri, but do find that
this phrase has received a Judiocial construction by the Su=-
preme Court of the Stats of /ashington. Such counstruction 1s
found in the case of Lumbernen's Indemnity sSxchange v. State
of Washington, 115 Wash., 8&. That court was construing a
statute which read, in part, as follows:
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w ¥ % * that if any such company * * *#
shall have Lifty per centum or more ol its
assets invested in any bonds or warrants
of this state, * * * w

Claim had been made by the appellant insurance coumpany that
United States Liberty Loun Bonds were included within the
phrase guoted. In disposing of this contention, the Supreme
Court of the State of Washington said:

® * % % it is sufficient to say that a

bond upon which the state is not liable

Tfor payment cannot be a bond of the state.
The people of this state, as citlzens of

the state, are not called upon to pay, nor
can they be tuxed to pay, these bonds, nor
is their credit pledged in security of then,
nor are the assets of the state pledged for
thelr payment, and as there ls no obliga=-
tion of any kind on the people of thls state,
or the state itself, to pay these bonds, they
ars not bonds of the state,"

Applying these principles to bonds issued by a county,
we believe it 1s apparent that such bonds are not "bonds of
the state,” within the mesning of the phrase as used in Sec=-
tion 7, Article IL, of the Constitution of 19465,

CONC LUCION

In the premises, we are of the opiniom that Sectlon 7,
srticle IX, of the Comstltution of 1945 does not reguire the
Inmediate liguidation of outstanding county school fund loans,
and that such action will necesserily be taken only when such
loans bhecome due subsequent to the effective date of this
portion of the Constitution of 1945; and we are further of
the opinion that ull matters relating to the collection and
pressrvation of present county school fund loans will be
governed by the existing statutes relating thereto until July
1, 1946, unless such statutes be sconer repealed or amended
by act of the Legislature. )
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We are Ifurther ol the opinion thut bondsg of a ocouniy
are not "bLonds of the stalte," within the meaning of that
phrase as used 1n Section 7, .orticle IX, of the Constitution

I 1945, wnd that county und township public school funds
cannot lawfully be invested in the bonds of a county.

Respectlfully submitted,

WILL ¥e BURRY, Jre
Agsistant Attorney General
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J o e T‘mi‘;

attorney General
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