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Honorasble Hubert Wheeler /q
Commlesioner of Education

Etate Board of Education
Jeffercon City, Miscourdi

. Dear Mr. VWheeler:

This will acknowledge your recent letter in which you
recuest an opinion of this department., Your letter is as
followsas :

"Each year Boards of Education make sn ane
nual finaneial report to the State Depart-
ment of Education, These reporte are exam-
ined by giving consideration to their accur-
aey, completeness, and the fund accounting
of all peceipts and exnenditures ae proe
vided by law., It oftéen becomes necesgary to
meke suggestione to Boards relative to thelir
fund accounting and request thot adjustments
be made in order that the report may be ap-
proved., A difference of opinion hag arisen
relative to the tranefer of moneye from the
ginking and intereet funde, \

Section 10801 provides among other thinge
thet the Board of Education shall make
publish annually a detailed report of all
receipts and expenditures of echool moneys,
and a secretary shall forward a copy to the
State Board of Education. The State Board
of Educatlion is prohibited from relessing
gtate ald to the dietrict until the report 8
has been received in Jefferson City and
anproved,

~ Sectlon 10366, as amended in laws of 1943,

!
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page 893, is the general law providing
for school fund accounting of all receipts
and expendltures for school dlstricts,
Thie law contains the following clauee
about which the question of transfer has

arisen:

"Provided further, that in the event
of a balance remaining in the sinking or
interest funds, after the total outs
ing indebtednesc for which e2id funds were
levied 1s pald, the sald board shall have the
pover to transfer such unexnended balances
to the bullding fund.,"

Section 10328 authorizes school boards

' to borrov money for the purchase of sites,

erection of school bulldings and the ree-
palr and furnishing of bulldings when authore
ized by the votere of the district,

Section 10331 provides that loans shall not
be contracted for 2 longer period than twenty
yeare and shall not exceed an amount in the

- aggregate of five per centum of the assecsed

valuation of tanglble property. This act
further provides that the school board shall
levy an annual tax rate, sufficisnt to pay
the interest as 1t falls due, and aleo to
constitute a sinking fund for the payment of
the loan within the time 1t shall become due,

There are those who interpret the provision
of the law relative to the transfer of money
from the sinking and interest fund to mean
that the Board may mske such transfer of sur-
plus funds after the indebtedneses each year
has been paid, Others hold to the interpre-
tation that thle clause meane tranefers can
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only be made after the entire outstanding
bond indebtedneses has been pald, indicate
ing that 211 the moneys ralsed for the
einking end interest fund must be usged for
meeting the full loan obligations of the
district until it has been liquidated,

I ehall be glad to have your sdvice and
officlial opinion in regard to the following
cquestion:

1, Does the School Board have the authore
ity to transfer belances remaining in the
einking or interest funds each year after the
indebtedness for thet year hss been paid, or
does the provision of the law for transferring
such funds permit the transfer only after
all outestanding obligations covering the
entire loan have been paid,"”

We have considered the queetion propounded, together
with the attached correspondence, and what we belleve to be the
applicable statutes, We augaos% that the goriion of section
10366, R.8,A, Miseouri 1932, which reads: "Provided further that
in the event of a balance remaining in the sinking or interest
funds, after the total outsts indsbtedness for which sald
funde were levied i1s paid, the sald board shall have the power
to transfer such unexpended balances to the building fund * *%,
shall be construed in the light of the following quoted portion
of sectlon 10331, R,S,A, Missourl 1939

## # # Tt ghall be the du:g.of the
directors to provide for collection
of an annual tax sufficient to pay the
interest on sald indebtedness as 1t
falle dg:nSFg al:g'to cona:it;t:h:
sinking or ayment o
principal thereof witgln the time s=id
prineipal shall become due,"
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Ae will be seen from the last gbove quoted language, it
is the duty of the school directors to provide for the col-
lection of an annual tax which must be sufficient to raise
enough money to do two things; one of them being to pay the
interest for the year on the existing school debt, and the
other being to provide money to be paid into a sinking fund
sufficient to pay the prinecipal of the debt when supplemented
by successive annual payments on or before the due date thereof,
We are of the opinion that all money provided annually by sald
tax which 1s rnot used for payment of the annual interest mus
fo not into a separate sinking fund for the year of the c¢ol-

ection of the tax to be supplemented annually by enough sue-
ceselve separate sinking funds to gay the prineipel when due,
but into a eingle sinking fund to be added to each successive
year sufficiently to make the fund adequate to pay the prin-

eipal of the sechool debt on or before due date thereof.

We are, therefore of the opinion that since there is but
one sinking fund increasing annually in amount, the provision
of section 10366, supra, to the effect that; "In the event of
a balance remaining in the einking or interest funds after the
total outstanding indebtedness for which said funds were levied
is paid, the board shall have the powe> tg transfer such un-
expended balances to the building fund”, ie operative only in
the event that both the interest and prineipsl of the school
debt has been pald to the payee of the debt,

We can not agree with those who hold the view that the
tax is levied annually only to pay the annual interest and that
fractional part of the principal, which if paid annually, would
discharge the indebtedness oxactiy when due and no earlier,
While we concede that the objective of the statute is to pro-
vide for such tax as will when pald annually provide the exact
amount required to pay the interest annually and the principal
at the exact due date, we are of the opinion that the Leglsla-
ture, when it enacted this law, recognized that no one could
go accurately forecast the tax yleld of a given rate of taxa-
tion a2 to make it possible to build up a sinking fund that
would provide the exact amount needed to pay the indebtedness
vhen due, and no more nor less., We are of the opinion further .
that the leglslature realizing that no such accuracy could be
erpegted, anticipated that the tax rate would be made high
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enough to render 1t certain that a sinking fund adequate to
pay the indebtedness when due would be provided, antici-
pated further that this might result in an excess of revenue,
or belance in the fund after the payment &f the debt, and for
that reason, enacted the above quoted provision for the trans-
fer of such balance by the board to the bullding fund,

i

CONCLUSION,

Ve are, therefore, of the opinion that there is no
balance transferrable by the school board from the interest
or sinking funds until the total indebtedness has been dis-
charged, but that if after paying both the interest and the
principal of the indebtedness, there 1s a balance remaining,
th.dbalance may, and must be transferred to the building '
fund, .

Reespectfully submitted,

SAMUEL M, WATSON
Agsistant Attorney General

APPROVED:

Jo E.‘ !Im
Attorney General
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