THE ATTIORNEY GENERAL
OF TEXAS

AvsTiN 11, TEXAS

PRICE DANIEL

ATTORNEY GENYRAL

June 4, 1951
County Attorney ,
Waller County Re: Legality of investing
Hempstead, Texas county sinking funds,
, ' operating funds, and
| bonds funds in United
Dear Sir: States securities.

You have requested an opinion relative to the
authority of the commissioners' court to invest county
funds, proceeds from the sale of county bonds, and sink-
ing funds in certain United States Government securities.

In every instance that the commissloners' court
has been authorized to invest public money in various
securities, the Legislature has named bonds of the United
States Government among the securities in which such pub-
.11¢ funds may be invested. Att'y Gen. Op. 0-4297 (1942).

Article 708b, V.C.S. (Sec. 2 of S.B. 199, Acts
48th Leg., R.S. 1943, ch. 131, p.211), provides:

"That any political subdivision of the
State of Texas which heretofore has 1ssued
and sold bonds and is unable to obtain laber
and materials to carry out the purpose for
which the bonds were issued may invest the
proceeds of such bonds now on hand in de-

- fense bonds or other obligations of the
‘United States of Americsa;: provided, how- ..
ever, that whenever war time or any other
regulations shall permit such political
subdivisions to acquire the necessary labor
and materials, the obligations of the United
States in which said proceeds are invested
shall be so0ld or redeemed and the proceeds
of sald obligations shall be used for the
purpose for which the bondas of any such
political subdivision were authorized."”

Article 12693-3, V.C.S. (H.B. T46, Acts 48th
Leg., R.8. 1943, ch. 321, p. 481), provides:



-

Hon. J. C. McEvoy, page 2 (V-1182)

“All political subdivisions of the State
of Texas which have balances remaining in
their accounta at the end of any fiscal year
may invest such balances 1in Defense Bonds or
other obligations of the United States of
America; provided, however, that when such
funds are needed the obligations of the
United States in which such balances are
invested shall be s80ld or redeemed and the
proceeds of sald obligations shall be de-
posited in the accounts from which they were
originally drawn."

Since you state in your request that none of
the proceeds contemplated being inveasted are from bonds
s0ld prior to the enactment of Article TO8b, we agree
with you that its provisions have no application to your
question. Att'y Gen. Op. 0-7393 (1943).

It is noted that Articles 708b and 12693-3 were
enacted at the same Session of the Legislature. Article
708b provides for the investment of bond money and Arti-
cle 1269j-3 provides for the investment of the balances
remaining in the various accounts of political subdivi-
sions of the State. Therefore, it is our opinion that
the provisions of Article 12693j-3 are not applicable to
the investment of bond funds since that 1is specifically
"provided in Article 708b. :

In construing the provisions of Article 1269j-3,
it was held in Att'y Gen. Op. 0-5278 (1943):

"The foregoing Act authorizes 'all poli-
tical subdivisions of the State (which in-
cludes counties) that have balances remaining
in their accounts at the end of any fiscal
year to invest such balances in defense bonds
or other obligations of the United States of
America. However, when such funds are needed
the obligations of the United States in which
such balances are invested shall be sold or
redeemed and the proceeds of said obligations
shall be deposited in the accounts from which
they were originally drawn.

"In view of the foregoling Act 1t is our
opinion that counties having balances remain-
ing in their-accounts at the end of any fiscal
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year may invest such balances in defense bonds
or other obligations of the United States of
America.

Artiéle 179, V.C.8., provides:

"The Commissioners Courts may invest sink-
ing funds accumulated for the redemption and
payment of any bonds 1ssued by such county,
political subdivision, road district, or de-~
fined district thereof, in bonds of the United
States, of Texas, or any county in this State,
or any .school-'district or road district of this
State, or .any incorporated city or town of this
State; or in bonds of the Federal Farm Loan
Bank system, or in war-savings certificates,
and certificates of .indebtedness issued by the
Secretary of the Treasury of the United States.
No such bonds shall be purchased which, accord-
ing to their terms, mature at a date subsequent
to the time of maturity of the bonds for the
payment of which such sinking fund was created.”

Article 836, V.C.S., provides:

"The legally authorized governing body of
any county, city or town, or the trustees of
any school district or school community, may
invest their respective sinking funds for the
redemption and payment of the outstanding bonds
of such county, city or town, or community, in
bonds of the United States; war-savings certi-
ficates; and certificates of indebtedness is-
sued by the Secretary of the Treasury of the
United States; in bonds of Texas, or any coun-~
ty of this State, or of any incorporated city
or town; and in shares or share accounts of
building and loan associations organiged un-
der the laws of this State, or PFederal Savings
and Loan Associations domiciled in this State.
where such shares or share accounts are is-
sued under and by virtue of the Federal Sav-
ings and Loan Insurance Corporation. No such
bonds shall be purchased which, according to
their terms, mature at a date subssquent to
the time of maturity of the bonds for the pay-
ment of which such sinking fund was created.
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In view of the above articles, it was held in
Att'y Gen. Ops. 0-3329 (1941), O-44#13 (1942), and 0-4621
(1942) that surplus accumulations in the sinking fund of
a bond issue may be invested in United States dbonds, but
the principal raised from the ssle of bonds can only be
used for the purpose for which bonds were voted and can-
not be invested in securities.

Therefore, you are advised that the proceeds
ralsed from the sale of bonds issued subsequent to the
effective date of Article TO8b which constitute the bond
principal cannot be invested in United States securities,
but the surplus accumulated in the siniking fund may be
invested 1n bonds of the United States. You are further
advised that the county may invest balances remaining in
the various county funds at the end of any fiscal year
in defense bonds or other obligations of the United States
Government. However, when such funds are needed, the ob-
ligations of the United States in which such balances are
invested must be s80ld or redeemed and the proceeds of
sald obligations deposited in the accounts from which
they were originally drawn. -

SUMMARY

The proceeds from the sale of bonds
issued subsequent to the effective date of
Article TO8b, V.C.S., (April 12, 1943) which
constitute the bond principal cannot be in-
vested in United States securities. Surpluses
accumulated in the sinking fund, however, may
be invested in bonds of the United States. ‘
Balances remaining in the various ‘county funds
at the end of any fiscal year may be invested
in bonds of the United States Government. When
these funds are needed, the obligation of the
United States in which the balances are in-
vested must be s0ld or redeemed and the pro-
ceeds of the obligations deposited in the aoc~
counts from which they were originally drawn.
Al"t!- 708b, 779’ 836_. a-nd 12693'3 VQOOSG'
Att'y Gen. Ops. 0-3329 (1941), 0-h297 (1942),
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0-h413 1942;, 0-4621 (1942), 0-5278 (194%3),

0-7393 (1943
APPROVED: Yours very truly,
J. C. Davis, Jr. _ PRICE DANIEL
County Affairs Division ) Attorney General

George W. Sparks _
- Bond Division '
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Reviewing Assistant Assistant
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