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First Assistant State Re: Whether school district may compel
Superintendent of bondholders to consent to refund-
Public Instruction ing program.

Austin, Texas

Dear Sirs

We have received your letter of recent date in which you
- gnclose a letter from Mr. Dana Williams, Superintendent of the
Tenaha Public Schools, to Dr. L. A. Woods, State Superintendent.
~ We quote the following from Mr. William's letter: :

"l. WueammdduuthS%WMlmw
arate bond issues and wishes to refund all of the
bonds in one of those issues, and said school dis-
trict obtains the consent of a majority of the
bond owners:ito such a refunding program, can such
a school digtrict force the remailning bondholders
by way of mandamms to consent to such a rafundipg -
program?

“For. example: Our. school district has five
distinet and separate bond lssues. We are attempt-
ing to refund one of these issues~-such issue be=~
ing in the dmount of $18,200.00. The ownsrs of
$10,300 worth of these bonds have consented to our
refunding plan. Question: Can this school district
force the owners of the remaining $7,900.00 worth
of these bonds to consent to this plan3 These bonds
have no option date for purchase.”

We are informed that the State Board of Education owns
for the benefit of the Permanent School Fund more than one-third
of all the outstanding bonds of the Tenaha Independent School Dise
trict. It is, thus, apparent that resort to the Federal Bankruptc)
Act may pot be had %or a plan of composition,fior the reason that
the requirement of consent of 66-2/3% of the’ creditors would be
lacking. We, therefore, confine our discussion to the guestion
vhether under the lawe of Taxas a school Afstrict may by legal pro-
cess compel the holders of 1ts outstanding bonds to consent to a
refunding Programe.

Article 2789, Vernon's Annotated Civil Statutes, reads,
in part, as follows:

"Where bonds have been.legally'issued, or may
be hareafter issued, by any town or village incor-
porated for free schocl purposes only, or any common
school district, independent school dlstrict, con-
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rolidated common schznl district, consolidated
independent school @istrict mty line achool
district, consslicated county line school dis-
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bearing the same or a less rate of interest, xay
when ordsred by the poveraing board therscf be
izzued elther ar trrz donds o as serial bonds,
maturing in gither case within forty (40) years
from date of 1ssue, and zay be made optional on
any tatersst ,a;mcnt date as the governing board
shall direaty wve"

g soe that & school diatriect is given the right to
rofund its cutstanding bonds. #y% is this right contincent
upon the econsent of the bomdnolders: ke are of tho opindon

- that it is, unless, of csmrsa, the honds contain an oplion
clause under which the say ull in the bonds. Dal~
das County v. Lockharte Seite (24) 6 _

This question 4is somevhat novel in thiz State. 4As
far as ve ozn detarmine, the Toexas courts have never passed
upon tha yroecise point, dut we have fowmd langusge clsarly
indicating thal consaut 1: egspntial in the Mmo:m—
nytim bondse )
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‘;%, had before it a m user em-
sidaratiocn. 4n iot of mxaatm viding for the

refunding of certain ‘hmdc &8 under aoke Yo ts the
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the refunding may take placevhen 79 per
esnt. of the hold:rs of outstanding bonds eon-
:?:;' tonder g‘;’mﬁi :g: e oty the :s:go
ascurt ¥ MM
and interest of mm
phmh‘ fore, thuat the ahltzttm ot tl?u
axiat bonds is Ag to the 7
cant. or mors bondholders who gunsant
is, of course, Rmo emzm.mtuhtht
nosconsenting bondhelders, includinz those who
are absent and thoss mcmum or iaeomo-
“Sent, who xay hold wp to ZJ per ogut. of m
there iz an obvious izpalrment
hanasmcmm&mzmmhrm&wtm
nev bonds with & different seourity, in & issser
amomnt, and bhe & reduced mtcrcstg or it
their seourity & lesssned., ¢ + &
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The refunding act was held invalid uwpon the grousds,
among otherss that zt:mwwmw-m ghks
of th: disseuting bondholders. Ihat the sane resmlt would be
reached by the Texas courts is indicated by the 1%9:0&.
in the case of ilove V. hosawall Independent School i ety
0t aley 229 5S4 We 243+ 1o that case the ¢uestion vas eon~
si.écre& whather & tux levy to pay ithe imntsrest mnd provide a
ainking fund for & certaln iszue of bonds was invalld because
of the fact that the bonds had not been presented to the Attor-
ney Goneral for his approveale Aifter holéding that tids faet
mtn:ft invalidate the levy, the court mads the following statee
ments . ~

“ihis action of the bourd of trustees was legal,
Bgsides, Just recently the defendants locsted the
holders oif said cosmon achool district boads and obe
talned sn sgrecment that the refunding bonds wounld
be aeseptisd in lieu of common school dfstrict boemds,
or that they would accept cash out of the proceeds
of the sale of the reiunding bonds®.

ue are given no information as to either the refunding
plan or the bonds sought to be refunded. It 15 obyious that

the maturity dates will be changed or the intarest rate
will be ned, or bothy Gtherwise, thers would beé Do regs
to refund. whether eithsr of these changes or hoth are made;
the rezult 1s the samej the bend emtract of ths bondbolier
wvould be sltered. Ve sre of the opinfon that this canmot be
done vithout his consent. T

_ Iz vigw of the foregel | are respeotfully asvised
tatunding bomd vy
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of fts outatunding oonsent to a refunding program.
cour iing 1x limdited to nom-option Ix In the Alve
M:;’ 'm the 1{smming ageney e the yight te
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