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lionorable Gildert Denman

State Poard for vVocational Education
Capitol Station

Austin, Texas

Dear 8ir: Opinion No. 0-5853

Ret Does the State Boarg of
Education have the author-
ity to advertise and sell
the Arroyc Colorado Naviga-
tion District Refunding
Bornds to the highest bidder
at not leas than par and
acorued interest and thus
obtain any mremium that
aight de paié for specula-
tive dbonds under present
favorable market sonditionz?
And relate¢ gquestions.

We are in receipt of yowr letter of recent date reading
as follows:

“rhe State Permanent School Pund owns $413,000.00
Arroyo Colorado Favigation District Ref. Bondas dated
§-1- which mature over & period of about 24 years
from tﬁe present time, the averages matur!ty being 14.35
years. These Bonds 54 per cent intorest per annum.
The Bonxis are not payable before maturity.

"The Distriot has made application to the State
Board of Rducation for permission to pay the Bonds by
paying prinoipal and asorusd interest to date of pay-
ment. In the application the District states that the
Pederal Government has decided to decpen the Arroyo from
Harlingen to the Bay at Pederdl expense so that the Ar-
royo will be navigadle, dut the Govermment requires the
District to furnish necessary rights-of-way and other
facilities, requiring the Distriot to riase an sdditional
three hundred thousand dollars. It 1i» represented to the
Board that the District canborrow snough mongy to pay off
the Bondes held by the School Pund and to pay for the ad-
ditional expenses of rights-of-way, ete, at approximmtely
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34 per cent, perhaps & lower rate on early waturities.

The present Bonds have been in good standing since they
were issued, However, the original Bomdis were in default
for several years. '

"Assuming for the purposes of the following ques-
tions that after an investigation and due consideration
the State Board of Education reaches the conclusion that
the Arroyo Colorado Navigation District Bonds are too
speculative to bd safely owned by the School Fund, dbut
that, nevertheless, they probably have & present market
value considepably in excess of par and accrued interest,
:g‘;icn of the very favorable market existing at this time,

» .

"1. Does the Board have autharity to advertise
and sell these Bonds to the highest bidder
at not leses than par and accrued interest
and thus obtain any premium that might be
paid for speculative Bonds under present
favorable markket conditions?

2. Does the Board have authority to accept pay-
mant of these Bonds before mturity?

3. Doss the Board have authority to aoccept pay-
‘1 ment of the Bonds and receive a voluntary
payment of a premium or penalty for the privi~
lege of prepayment, the amount of the premium
to be agreed to by the Board and the District?

"We would greatly appreciate answers to the foregoing
%ttgom in time for owr next Board mseting which 1»
y 3.

I am enclosing a copy of the application made by the
District to the Board * * »°

The only authority granted %o the State Board of Edu-
ocation to release unmatured bonds is found in Article 2787a,
Vernon's Ammotated Civil Statutes, which article reads as follows:

“The State Board of Education say authorize the
trusttees of any common school district or of any inde-
pendent school district of this State to pay off and dis-
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charge, at any interest paying date whethr the bonds
are matured or not, all or any part of any bonded in-
debtedness now owmed or hereafter to be owned by the
State Permanent School Fund, outstanding againat any
common school district, or any independent school dis-
trict in this State.

*It shall be the duty of the school turstees of
any cowmon school district, or any independent achool ,
daietrict of this State deslring to pay off and discharge
any bonded indedtedness now owned or hereafter
to be owned by the Poermanent School Pund of this State,
outstanding against such district or distriots, before
mRturity thereof, to meke direct apprlication in writing
to the State Board of Education at least thirty days
before any interest paying dite on said dondas, raking
known to sald State Board of Edwation the desire of
said trustees to pay off and discharge said bonded in-
debtedness, or any part therceof, describing sild dbonds
or the part thereof that the trustees desire to pay off
and discharge; and it shall be the duty of the State
Board of Education upon receipt of such application to
act thereon in such manner as they deem dbest &and notify
the applicant or &applicants whether spplication 1z re-
fused or granted in whole or in part; rrovided, that
only such tax wmoney as has been c¢cllected by virtue of
tax levies made for the specific purpose of providing a
sinking fund and pa intereat on the particular bonds
to be redeemed shall de experkied in the redemption, taking
up, or paying off of sush bonda as provided in this Act)
miuu said bonds are being redeemed for the purpose of
being refunded; and the application of the bdoard of trus-
tees of any comon or independent schoaol distriet desir--~
ing to retire bonda as herein providied shall include an
affidevit to that effect in their application; and pro-
vided further, that it shall de unlaxful for any person
upon whou any duty rests in carrying out the provisions
of this law to give or receive any comeission, premium,
or any compensation whatever for the performence of such
duty or duties.,

!The provisions of this Act shall apply also to the
governing board of all cities, counties and political sub~
divisions in this State whose bdbonds are ovmed and mny mg-
arfter be oomed by the Permanetit School FPund of the State.
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It will de observed that the application for
peraission to pay unmstured bonda wmust cowe from the
board of the political sudbdivision seeaking to pay said dbonds.
Ko suthority is granted to the Board of Edusation to advertise
for bids, nor to sell bonds in &ny other manner than that set
out in Article 2787,2, supra. Uovon receipt of the applisation

Pram tha sovannins hasnt n v afPf and disahawss handa . "4¢
-*--.m‘ LB J

AS WHER WAAW (VY ERAIIASNE, WL WM FWw ey WAL I S g

shall de the duty of the State Board of EZducation * @ # to sot
thereon in such manner &s they deem best and notify the appli-
cants whether the application is refused or granted in whole

or in part.” TYour question No. 1 is answered in the negative,

to
In answer/your question No. 2, you are advised that
the State Board of Ecucation way rerult the prepayment of the
bonde in question at such times and upon such conditions as are
suthorized by the provisions of Article 2787a, above quoted.

In answer po your question No. 3, the Court of Civil
Appeals held in the case of State v. Hatcher, 52 3.W. (Edz 7?3,
(Reversed by the Supreme Court on other grounds, 31 S.¥. (2d
3G9) that the State Board of Education could require a bonus
of sixty days! interest, The court in construing the law said:
*¥e are unable to construe it as inhibiting the requirement ot
& bonus to be paid to the permanent school fund for & privilege
which the board of education was given the discretion to allow
or deny. Such discretion, we think, should admit of reasonable
conditions imposed by the board of education am & means of pre-
venting loas to the permanent school fund by reuson of delay
in reinvesting its funds. A bonus of sixty days interest
certainly could not be held unreasonable.”

You are therefore advised that the State Board of
Education may conditiorn the prepayssnt of the bonds in
question under Article 2787a upon prepayment by the district
ort:ueh an smount of interest, as & bonus, ax it may fix and
deteraine.

Yours very truly

By /e/ C. P. GIBSOR
C. F. Gidson
Assistant

CPUIEPimds - 2/21/52

APPROVED JUN 27, 1984

/s/ B. P. BLACXBURN

{ACTING) ATTORNEY QENERAL OF TEXAS
APPROVED OPINIOR COMMITTEE

BY p.¥W.B. Chalirman



