
SCHOOL FUND LO.~S : ~pplicability of Sec. 7, Art. IX, ot the 
Constitution of 1945 to outstanding school 
fund loans and to investments of the capital 
of county and towns hip public school funds . 

Octouer 22 , 1945 

County Court of Jusper County 
l,;artJtu.;e , is s our i 

.ttent ion: hon . O.mer L . Carrothers 
!-residing Judge 

'; ont le. ,e!l. : 

FIL E 0 I 
I S 

Reference is .. ddc t o y our letter of October 17 , 1 945 , 
re l1u~;;;:_jtil oJ ar ofJ.'icial opinion of t his Ol~fice , and r..,ading 
as fo llows : 

"Ur der a rticle 9 - J ectior1 7 , regarding 
vounty and To,~shi l vCuool Funds Lo~n~ : 
\ ..., would like t o n0\1 when the dead lino 
i s set 1"01 thos e loans to be liquidat ed 
and if t ne loau is for 5 years anu a id 
not beco~~e uue uut11 l94u , 11' tho County 
Court wil l be forccu to 11 ~1.uiuate t111a 
loun sooner t han t he .wat urity dat e . 

" ",1a woul d a lso like to kn.o\1 if thc.. County 
Bonds can be purcht..sey with this ... 1ono.t t ho 
same as State Bonds a nd Jc~ool uistrict 
Bonds . " 

· it~ resoeot to the que~tion propounded by the first 
par.,;1gr aph of your l t.tter of in uiry, we direct your attention 
to w1 o inion 0.1. this department a.eli verod under dd.te of March 
1 9 , 1945 , to tne Honorable G • .,{ . 0ua.oerl in , Prosoc utillu "ttor
ney , Harrisonville , issour1 . J copy of auch o?in1on i s en
ol oseu. 11e.cewi th , anu we believe it Hill servo to answer your 
c.uestion . 
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Vii t ll resJ)ect liO tiw quootio 1 p .. :oooundod in t'1e oecond 
pal'..l6:i:' .... ph OJ.' your luttt.:- oi' inc uiry , we direct your .ltton
tlon t.o ~ .ortlon 0 .• : ~dCtion 7 , Article IX , of tuc vOJ.Stitu
tion o; 1945 , re~dinu uS foll ows : 

nAll real est&tc , loans and lnvestmGnts 
now belon,lnu to t~e vqrious co.nt7 and 
t,ovmshi..? ...sC.tlOOl tunas , oxc or)t tnone in
veotuu as nex·el•1aftc.r: .. rovided , shall 
be li.lUiaated Hl thout <: .A.teiJ.sion of tii;lO , 
and the pro~eeds t hereof nd the money on 
h-.1nd now belor1,)1nG to : id Jchool funds 
01 t •J.e sever 1 counties anu tJ.lb city of 
Jt . Louio , S!lu.l ..... be reinvested in regis
toreu oon.us OL tile United State.:. , or in 
bondu o.' ~.he Svutc or in uppl~oved bonds 
of any cl t,,r OJ. Jchool district t lioJ.·oo ... · , 
or it bon~J o: other securities tho p~y
-.~..Jl.Lt OJ.: wlllc ... 1 uro L'ully 0 Uo.rantoed bJ t'lo 
U1 iteu ~t~tes , and sucrudl y preserved as 
u county se;.L.ool fund . .. ,. * " 

Altllou~h ~ ou huvo .1.1ot mude 011eoi1'io inquiry ro,;o.rding 
the date when·o~.ocll investments IJUy bo .made , wo encloac hvrc
\, i th a co .. ., of .....n o )inion or tjl · s dopa.rtlilont deliVvJ.•od under 
date OL' .. tl..l' C 1 19 , 1945 , to the J.ouora.ble Alvin :n • . ul..<er, 
Prosecutinu tt9rn~y , ilt~ , iJdOUr1 , as it does cover this 
precise 1e~ture ol the matter under considerution . 

Inas.L.iuc .. l ao:~ county bon .... .J are not t4-40n..) t .~.a typos ol in
vestment OJllL 1e.<.:atod in t he abo o1e cJ.uotCJd con:..t.i l:iutional provi
.:Jion , 1 t 1 o ni3Ceusar to deter lne . ·hothor OJ.' 10t Luoll bonds 
are by implicution co~teined therein . 

The only pos...,ible Sl'Oup 01 socurltlos which 1 ight en
cotlpass countj Ddnds uoulc b<,j t l t denominated "bon s 0.1.' the 
stL.to . " '"' <lo not fine. t .:i.s ph.ruse ha.vinu beon aaJ.lned by an 
appellate cou . .-t oi t ... u .)v~to of lssouri , b t o find taat 
this phra03 l'.dS XO<; .... i VC-.1 U jndinial CO 'lGtru.ot.i.on '.J, the SU
preme Court o" tlHj toJtut3 of' .fashin0ton . Sue }OIJ.st~ uotion is 
.L·ound in t 1 .... c, se of Lumber mer. ' o Inde 111i ty ..:xchan._.(. v . Si..'-4to 
o.:: ashinuton , 11.:> .ash . 2 . That cou..rt ua& construinv a 
statuto \J!lic _ ro~..d , ln part , ..t.s 1'oll owo : 
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'* * * )\ t .•. .tt if .-.ny .JUC l C 0 .'lpWty "' :, "'" 
!:ihall 11-..Vt; lil't., per ccntUJ.. or .._ort; of' its 
ass.:;t~ i nve ..>t"'..l ln any bond:J or -.. curants 
of t Lis state , • * *." 

ClaiJ had been made bs t~o appellant i nsurance co~pany that 
unl ted 3tu to;:; l .. i borty Lo n Bondn \:~r-.. inclU\.IOd "\: t thin the 
phrase y_uoto~.. . L .. d .... j}osi n..,. ol' t Lis contvntion , the dupreme 
Court of t!lv -..tate o.: ....... .lin.;ton ::: ... id : 

" :.;; ·" * it is sufficient to =:;ay that o. 
bond upon "_, icll t!~.e s ........ t e 1 c not l iable 
for p~yment 0~not bv a bond of the s~ate . 
The people or t '1ls state , as ci tizons of 
t he 3tato , .... l'O ~10t c t...llud upon to pay , nor 
car t hey b e t~ed to ~y , t1ese bon~ s , nor 
is t~eir credit plcd~ed i_ sec urity of t he1 , 
nor are the u ssots of t ne s t ate pledged for 
their p yment , ~nJ ~J there is no obliga
tion OJ.' o.n~r l...i...J o ..... tue pcoplo of this stt~.ta , 
o_~ to s t:..te .:tsolt , t o pay t L ... s e bond.J , they 
are not bo~~s of t~o stete . " 

Appl y in:J t hese p1•inciples to '.:>onds issued b:r a count:} , 
\~·e b9lleve 1 t is epr>arent t hat such bo.~.1. s aro not "bonds ot 
t he ata.to," wl thin t.3.e ... .l.o n in.., of tno phrase as us!ld ln Sec
tion ? , J..rticle I X., o.l t11e ~ onstltution of 1 94!3 . 

I n. t 1e prer.daos , V/O ~o OJ.~ t he opinion t.1ut J~O tlon ? , 
.nrtiolo I , of t1lo ..Jonnti tution of l<J45 u. ooLJ HOt r(.. ... uir .... t .. o 
i~cdiate 11 uidatio4 of o~tstanain~ county ~v~ool fun~ lo~a , 

...... tll t sucn e.ction u ill 1 ... c~ ... se.ril y be tu..k:cn onlr '.then .;uch 
lo~ns bee )'J.e due s u bs e ue.:1t tv the effoc ti v c d te of this 
portion of t he Constitution of 1 9'.z5 ; u.nd i:~ are f'UJ.•t.aor of 
tLJ OJini~ th~t ul l ~-t' wl3 r~l~tilJ to t4u col:~0tlon and 
p:..-et;oi·v .... tion of pre;~cL.t co1...nty :::;c:1ool fund loans uill be 
govorned b~ t he ex1Jt111_. sta t utes rel u.ti.n...: thereto until Jul y 
1 , 1946 ~ unless ~uch s tatutes bG sooner rep~aled or w1ended 
by uCt o£ the LQLiulature . 
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.~e ar~ ~·tU·thu_ o: t Le o..,>inion :.lLt ·,on .... s -:>1' a o.Junty 
.::."e not n ;onds o~· tho sth:."' , \:i t .. l. itt the ueanin..., Oi. .. th:1t 
phrase a3 useu in ..,oot.Lor1 ? , . rt.icle IX , of tho .... ...>noti tutlon 
o.· 1945 , <.!I.u t ... _t collllt.,r __ • ._.. tv\'nshi p ubli~ school f unds 
c o.n.not l awfully be invested i n t he bonds of a county . 

JJ'PHOV .. 

J . .. . .t: .. iYLO.\. 
_,ttorr.~.ey G ot~cr·al 

ILL l . 3 .... ~\" , Jr • 
. H.sslstu .t ..... 1-0' ney G-eneral 


