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A COMPARISON OF THE LEGAL STATUS OF
SCHOOL BONDS IN THE FORTIsEIGHT
STATES

INTRODUCTION

)uring the last few yaars the f&nanaing
~of our schools hﬂ&«b@@n one of the largest proviems
of school ﬁﬁm&n&@%ra@ian; In most cases méans werse
not ﬁ@§i&%& to handle the increased cositsi As &
reault sany e@mmmnﬁﬁieéxﬁava bean forced to 1ésua
bonds; o

The issuance of bonds has been ithe
result of the lnerease of enrollmeni and the inlro-
duetion of new sourses which demsnded the enlarge-
ment of the sehool ﬁl&ntslﬁaw buildings were
ﬁr&a%éd to meet the arising G@ﬁﬁiﬁi@ﬂﬁi The erection
of mew buildings and the securing of additlional
equipment required large expenditures.

| Dur schoels were groﬁi%g mare rapldly
than our income. In addition Lo this, the buying
powey of the doliar depﬁeeia&e&;‘As a result most
gommanities were foreced to issue bonds: Generally
these were in ﬁﬂﬁ%ﬁﬁﬁ&ﬂﬁiﬁi&ﬁ thet bliey were

burdensoune % the district,



If the bonded indebltedness continues
to increase at ihe same rate that it has during
the past few yesrs the present generation wiil be
foreed to leave a part of thelir debt for the next
g@ﬁﬁﬁ&%i@n»té pay. This poidey would be unwise,.
Financlng the schpols should be handled: (1) on &
@ayrﬁé,y@n go basis whenever possible, or {(2) on
& well regulated system of laws controlling bond-
ings g

Most states have rsalized the iuportance
of regulating the issuance of bonds, Sone stabe
codes coniain fairly complete laws controlling bond
issued, Becsuse of the widespread interest on the
gubleet of bonding and & need of a gulding course
of action fer %h@ issuance of bonds, thiz study is

The object of this study is Lo nake
& comparison of the legal status of school Donds
in the fority-eight siates; and to make & cribicsal,
interyretive, snd eonstructive report on the
subject of btonding for schools based on Lae

asterial collected.



The Method of Attacking the Problem

In order to ascertain to what extent
this ﬁﬁbjeﬁt;haﬁ beeﬁ dealt with, a& thorough
re¥i§g‘§§$ m@da of the literature that Would be
likely to contain material. Only the briefest of
¢1£3ﬁ§§h§ nere féanaghnﬁwﬁﬁafg one reference, by

NacDo#sll, was found to be helpful,'

This reference was used as & beginning
£Qr=thé study. MacDowell's work contains a briéf
discussion on the legislation concerning school
bonds that wﬁs"éffegﬁiva in 1915, By collecting the
laﬁa on bonding from the state éadﬂéi“%hat are
effea§iﬁa st the present time, it is possible to
s&ég tﬁéveﬁangﬁa in-therlegislaﬁion pertaining to
aahaai bonds during.the paat eight years.

IR In compiling tha.ﬁat&, the school codes
of the states were read, All information on the
sabasétéfibandsAwés collected separately for each

state,

m;vgaeﬁéﬁﬁll, Thaadaréa State Versus Local Control
of Elementary Education, United States Bureau of
Education, Bulletin, 19215, No. 22, pP. 35=48,



The information secursd was sent to
the various state departments for approval,
‘,snﬁPlem@htatian, and.eaéraetian,‘?hzg wag done
bggguaﬁ_gﬁrtaig‘iawa weré‘in&efinitefaﬁa\hﬁaauan
1% was thought ?kat,nﬁwMQQWﬁ might have been passed
sinee the last edltion of the school code. Complete
'replies Were received from thirty-six of the
forty-eight states. | |
| ~In the interest of accuracy the school
codes of the states that did not reply were reraad
to check the informatlon that had been found
praviousliy,
| Goples of the letters and the memo-
randun sent to the various state departuents are

given in the Appendix,



/

A BUMMARY OF THE LEGAL STATUS
OF SCHOOL BONDS '

‘The school codes of the different
states vary greatly in the legal requirements
of h@naing@'Theré_ére1twaquasiblg extremess (1)
wﬁﬁr&jﬁﬁﬁryﬁhiag_re;aaiwa to bonding is determined
by 15%;,#%&‘(3}‘wherq"everything_gelﬁﬁivn to bond-
ing 18 1eft to tne issulng district. There is no
atataifhé£‘WQula eagg‘atrgcﬁly under either
clasaificatlan.

o The pmpulariﬁy of the different points
on bonding cover a wide range, Certain points, as
an%harity ﬁ@ issue, and the purposes for which \
bonds may be issued, are regulated by law in most
states. Other points, as a deposit to accompany
‘each bld, and the tax limit for bonding purﬁaaea,%
‘ ara,aéua&ly determined locally.

The western states as a whole have

more éém@iﬁtg_laws on bonding than the eastern

sta%ea.f?hiaiis undoubtedly due to the centraliz-
ati@n of authority. Washington, and Utah hav&
,@ampleta l&ﬂﬁ on benaing. ﬁyaming, and eal&farnia

omit gng‘ya;nt only. The eastern stales have less



eentralization of authority with thé,reault that
more authority is placed in the individual
&igzrietsa<Ia,a&é1§i$ni$ha eas&era~gtg$eg often
,rﬁgnlaag‘bﬁaﬁ&ng”by special énabiing.leg;slgtion
to cover eaah case, ;

S %th a vary few exeepbiana every. state
eaés @?esarlbsa: {4 the pur@asa for which bonds
:mgy be ia&aed, {2} the au%harity ha iaaue &enﬁs,

{3) thﬁ maximam éabt 11m1t, (4) the maximun per<
aent ax interest that can be paid, an& (51 the
periad that bonds may run. The states that do not
ineiﬂ&e these polnts on banding are mainly
;eastara stataﬁ. A

Because af the vari&nae in Lhe legsal
r@@ﬁig&manﬁa for school b@nds a table is presented
on the failawing page showing the itenms that each
‘state includes in its code, |

in the féllawiﬁg table three letters
aravu§a¢5ta,iﬂﬁiea$a whether 6r not th@ iten is
covered i@"ﬁh& &t&t& 1aw¢'X'inéiaa$eﬁ thﬁt'the,atatn
lawfspﬁaiﬁi&s the conditlons. N shows that there is
‘aéthingnéa bonding. B is used in case tha%rﬁathing
has Eéép‘iaﬂu& in the aéhQQl code and that the atate
department has not answered the inquiry on this point.
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I. ﬁe%ha&s of Calling a Vote for the
Issuance of Bﬁn&ﬁ

Before calling a vote of the people
~on the @ﬁg&&ientaf a bond issue 1t is generally
eustomary to have a resolution passed fer it by
the‘méaarity»mf thanﬁgﬁrd of Education or a
petition eigned for it by a specified number of
qualified electors. In a few states elther one.
of the above methods is enaugh,ta derand that
the question be submitted at either a special
or regular election.

A petition algned by the voters la
& geod method of securing public interest in the
iesuance of bonds. This is especially true where
~ the state law requlres twenty-five percenit or
more of the voters names to appear on the peti-
tion. This petitien 1s presented to the Board of
E&ucatién requesting that the questlon of lssu-
ing h@ﬁﬁg be &esiﬁe& at s special or gﬁperal
alee&ian.

A resolution passed by the Board of
Education &s uaeé;1n fourteen states for calling
a vete of the people on the guestion of & bond

issue.; School boards are generally in a mach



better posltion to see the needs of the schools
than the ordinary iaymans If & commnity has a
Board ef.E@aaatian<§§ieh is not progressive they
may refuse to pass a resolution calling for a
%vtaagn'§h$ iaéuanae of bonds. This might occur
when the community is progressive. For this reason
the autherity to call a vote on a bonding propo-
sition should not be left entirely to the
discretion of the Board of E@ueatianf
. ‘@h& codes should permit the calling

of an election: (1) if the voters petition the
Board of Education requesting tbat the issuance
of bonds be submitted to the vote of the people,
or (2) if the Eeaéﬁ of Fducation passes &
resolution ecalling for a vote on the issuance of
bonds., If either of the above methods will permit
%har;alling of a vote, the i&éﬁanee of bonds can
always be put before the voters whenever there
is a demand for 1i%..

’ On the following page the stales are
iisted according to the method used for calling

a vote on the issuance of bonds.-



Colorado, &wrgia, Indiana, Miss=
issippl, Nebraska, New Hauspshire, North Da.kat.a;
Oklahona, South Carolina, and Texas.

Gonnectlicut, Idahe, Iliinois, Ken-
tucky, lsssachusetts, Michigan, Minnesota,
Kevada, Penngylvania; Vermont, Virginis, Wash-

ington, West | Virginia, and VWyoming.

Arizona, California, Florida, Kansas,
Louisiana, Montana, New Jersey, North Carclina,

South Dakota, and Utah,

10



I1I. Notice of Vote on a Bond lssue
and How It Is Gdiven

Thers are two general methods of
glving the notice of elections (1) by posting
gaa»éi more notices in the district, and (2)
by publlshing a notice one or more times in a
local paper.

The legal requirements of most of the
ptates on the notice of vote are very siamllar,
However, i% is unusual for any state Lo have ex-
actly the same requirements as any other state,
Posted notices are generally required in three
or more consplcoucus places for a period of
twenty days. Published notices are generally
given in a2 local newspaper once each week for &
period of three weeks, The state laws usually
require that both methods be used to notify the
@aaﬁl@ of a vole on ahé issuance of bonds.

Both posted and published notlices
ghould be used in every state. &11.at§tas have
communitlies where a gubliaheﬁ“nezice»wauid not
re&eh‘evany homne. In these a@mmuﬁiﬁies pogted

notices would be more likely %o call the attention

11
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of the electors to the issuance of bonds. In
cities a posted notice would not reach the same
nusber of voters as a published notice., When
both methods are used aimmltaﬁecnaly 2 gre&ter
mamber of the electore will be notified than if
either method is used separately. |
Below are listed the states with the
methods that must be followed in notifying the
éles%araﬁ
| Arizonas: Notice must be glven for
twéﬁty days in three public places, and once
each week in a local newspaper for a perlod of
three weeks.
_Arkansas: Notice must be glven for
twenty days in one or mere newspapers.
¢alifornia: Notice must be given for
twenty days in three places, and in a local paper
onoe esch week for a pericd of three weeks.
Golorado: Notice must be given for
tgeﬁ&y days at each polling place, and three
'athgr'plaaeﬁ in the district. In é@d&tian to this
a notice must be. published once each week for

four weeks in a logal newspaper.
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4 Connecticuts Notice must be given
as ealled for in ithe enabling legislatlion. This
canaot be for less than five days.

Delaware: Notice must be glven fer
fi?e»aayﬁ at all veting ylae@ﬁ,,&nﬁ onee each -
week in two méwaga@&?s of the county for a peried
of two weeks. |

" Floridar Hotice must be published
once each week for a period of four weeks,

Georglia: Notlices must e posted in
three places for a pericd of ten days, execept in
gounty diastricts whers a notlce ausi be published
mée ‘each week for eight weeks.

I1linois: Notices must be posted for
ten days in three public places,

Iowa: If the Board of Education is
petitioned by the eiectors a notice mst be
published once each week for a period of four
weeks 1n a local newspaper.

Kansas: Notlices nmust be yésta@ in
five places for a period of ten days, except
for county high schools where the notice must

be posted for twenty days. In cities a notlce



musd be published fgr faur weeks in & laeéi
new&p&per, | 4

Kentucky: Notices must be pested in
six places for a'peria& of ten days, and publishe-
ed once in a local newspaper.

Loulslana: ﬁotﬁaﬁﬁ nust be.published
' onee each week for a period of four weeks. |

Hasasehusetts: Notices must be posted
for 4 period of seven days Qrier to the town |
ﬂeating,‘Ia gitieﬁ-the questien—ef issuing beaﬁa
muat be passed at a a stated number‘of meetinge
aacar&ing ta the aity charter.

Hichigan: Notices must ‘be posted for
tsa‘éayﬁ& ,

Hinnesota: NHotices must be posted for
‘ten days in three or more places, and published
twice in a local newspaper.

| Missiesippis ﬁéﬁia&a'ﬁmst be published
once each week for a perlied of three weeks. If
there is no newgpaper in the ﬁistr&ct notices
wast be posted in three public places for a period
of three weeks.
| missouri: Notices must be posted in

five places for a period of fifteen days; except

notices for funding bonds which must be posted
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in ten places for a perioed of twenty-eight days,
and must bé published once each week for a per-
1od of four weeks. |

ﬁehtana: Notices muat be posted in
three places for a period of fifteen days, except
in ¢1t;aa where a notice must be posted in each
ward for fifteen days.

| Nebraska: In county distriets>$hree
notices umust be posted for a period of twenty days,
and notices must be published in a newspager of the
aaunty“

Nevada: Notiges mist be published once
each week for a perlod af<two weeks in a local news-~
paper:, except for county high.school bonds when
three neticés_muat be posted in each voting
precinct for a perlod of fifteen daya<

New Hampshire; The notice wust be
posted for a period of four days.

New Jersey:rﬁatices must be posted on
each school house and other public place as deslig-
nated by the Board of Education, seven in all, and
the notice must be published in a local newspaper
at least one week before the elections

New York: The notigce of vote must be
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| included in the notice of the annual meeting.

Horth Carclinas A notice must Dbe posted
for thirty days at the Courthouse ﬁaor,.énd be
published for four weeks in some newsjgaper.

North Dakota: Notices must be posted in
‘three-amnspiauéua places for a period of fourteen
days.

Oklaloma: In independent dlstricts a
notice must be given for ten days in a local news-
paper, In other districts notices must be posted
in five pluces for a period of ten days. Funding
bonds require a notice to be published in a news-
paper of the county seat.

Oregon: Notices must be posted in
three public places for a peried of twenty days,

one of which shall be the place of electlon.
| Pennsylvania: Notices must be pub&ished
once each week in a newspaper of the county.

Rhode Island: The enabling leglislation
&ﬁtarﬁinea how the notice of vole shall be given.

South Carolina: Three notices nust be
posted for a period of ten days, and a published
notice must be given in a county paper for the same

length of time.
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South Dakota: In coumon districts
three notices mist be posted for tﬁénmy days. In
independent districts a notice must be published
‘ina 1¢¢a1 newspaper for a period of four weeks,
If there 1s no newspaper in the district then a
natiéﬁ‘muat‘be‘pnated in three places for a
periaa of thirty days.

Texas: Three nati&aa mast be posted
fgr & periecd of three weeks, and published in
some county newspaper for the same length of time.

Utah: Katiaéa must be published for
‘ten days in some newspaper of the distriet.

| Vermont: Five notices must befgastea
for a period of two weeks in public plaees,_&né'
published once each week far~thr§@ weeks in a
local or state newapaper.

Virginia: Ten notices must be posted
for fourteen days, and pubi;sheé for the same
period in a local newspaper.

Washington: Five notices must be
posted for a period of twenty days, and publlished
in a local newspaper. In’first class districls a

notice mist be posted in each ward for a period



of twenty days, and published three times in two
local newspapers. If there is no daily newspaper
in the district then it must be published in the
three issues prior to election. Second and third
class districts must pasi notices for a perlod
of ten days. ,
- West Virginia: Notices must be pube
i1ished for a period of two vweeks in tvo news-
pasers of different political parties,

Wyouming: Thirty days notlice must be

given.

18
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- IIL. Authority or Result of Vote Necessary
_ to Issue

Bonde are issued in ‘various: manners.
The two most popular methods are: (1) by a vote
of the people, and {2) by a board aggraving the
issue ef bonds.

‘When the authority to issue bonds is
determined by the voters, state codes speclify
that a majority 46 two thirds of those voting, or
tﬁﬂaéjeliaibié to vote, must favor ihe issue. In
4 few states the debt 1lmit resuliing from the
bond issue determines the percent of voters that
must favor the iassuance of bonds.

Some states authorize certain munic-
ipal boards, or municipal boards and school
authorities together, to lssue bonds. This type
of authorization occurs mainly in the eastern
section of the United States.

The authority to issue bonds should
not be controlled by a municipal board. To place
the financing of our schools at the mercy of &
municipal board 1s likely to introduce msny un~

desirable eleménts in our educational system.



*Politiciana’ would be able to dominate the
polities of any school.

The people should control the issuing
of bonds, A majority of those voting in favor of
the iseue should permit the issuance of bonds up
to & certain debt limit, In c¢case thal the people
deai;e~$a-banﬁ above the fixed limit, & two
thirds vote favoring the question should permit
an additional 1ssue. However, every state code
ghould prescribe a definite maximanm debt limit
whieh cannot be exc&eﬁéﬁ under any conditions,

- go that any ﬁis&riat-m&y not becoume too heavily
indebted,

The states are listed below according
to the method used for authorizing the issuance
of bonds.

in Favaf of the Iﬂﬁue'

Alabana, Arizona, Colorado, Delaware,
Florida, Illinois, Eansas, Hinnesota, HMississippi,
Montana, Nevada, New Haumpshire, New Hexico, North
Carolina; Oregon, Fenasgivania; South Carolina,

' South Dakota, Texas, Utah, Virginia, and Wyouing.
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Galifarhiﬁ, @anneaﬁieuﬁ, Idaho,

Kentucky, and Vermont.

3. Exce tian&

1 Arkanaas: In the rur&l digstricts
suthority is given by a majority of those voting
in favor of the issue, Inlt@ﬁﬂﬁ and cities the |
Board of Eéua&%ism,ﬁe&erginea whether or not
bonds shall be issued.

. Georglat ?ﬁa'thirds of those voting
must favor the 135&9 an& these must canatitute
a majority of those qualifiea to v$$e.

Indiana: Bonds &ra’iasuea on the
suthority of the Tawnship Trustees and the Advi-
sory Board, In eiti&s;bands are issued on the
authority of the Baafd of Trustees of the school
Q@r?arat@an, | . |

Iowa: The Board of Directors may
issue bonds up to one and one fourth percent of
the assessed va&uatiaa;withéuﬁ & vote of the
people. If the debt limit will be between one and

one fourth percent and five percent of the



fssessed valuation then a majority of those voting
must favor the issue.

_ Leuisianﬁ: The majority of the tax-
payers must be in favor of the issue. The taxpayers
favoring the issue must hold a,m&jarizy of the
assessed @rapérty, | |

| , Massachusetts: Bonds may be issued by
the authority of two thirds vote of the people or
by a& two thirds vote of the City Council.
| | Michigan: A majority of the electors
mist favor & bond issue. If the debt limit 1s over
the eharter 1imit then a three fifths favorable
vote is necessary to issue bonds. '

Missouri: A two thirds favorable vote
is necessary to issue bonds, except funding bends
which requi#e a majority of those voting to favor
the 1que.

Nebraska: A three fifths favorable
vote is necessary to issue bonds, except in the
case of those for a rural high school where two
thirds mist favor, and in the case of those for a
gounty rural high school where a majority must
favor. |

New Jersey: A majority of those voting
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mnat'favor a bond issue, except in the case of
fira%,eiagé 91%193'whar$ the Clty Council author-
izes %heAiaauanee of bonds.

| New York: In cities under four hundred
thauganﬁ,1b@nds are issued by the Coumon Gouncil
an&.thﬁiBQéﬁﬁ of Eatimaﬁe and Apportionment. In
eities of four hundred thousand to ane~miii&an,
b@a&afgrg’isaned by a four fifths vote of the
G#nngii; In eities over one millian; b&n&s are
iaaaedﬂﬁy_the Board of Estimate and A@pmrtienmen&.
Outﬁxdeaof cities a majority voting for the
iﬁsﬁanég.ef benﬁs3carriea the guestion, uniess the
debt 1imit would be sbove fifteen percent of the
.asaaséed;valﬂatian when a two thirds favorable vote
is ndéeﬂsary,

V Korth Dakota: A majority voting for the
bond issue carries it, axeeﬁt refunding bonds which
call for a two thirds ﬁete of the Board of Educa-
tion, and Agrisultural Training school bonds which
are issued by the County Conmulssioners,

| QOhio: A majority voting musi favor the |
issuance of bonds. Up to a debt limit of twe mills
a two thirds favorable vote of the Board of Hduca-

tion legalizes the lssue.
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Oklahomas Three fifths of those
voting mst favor the iseue.

@%nacsgaga‘xf.tﬁe population ls under
one hundred and ninety thousand the Quarterxg
County Court suthorizes the issuance of hmngg,

. ' washington: Bonde may be issued up to
one and one halfl percent of the assessed valuatlion
on the authority of a majority favorable vote of
the people: A debt limit of one and one half per-
cent to five percent of the assessed valuation
requires a two thirds favorable vote of the
peopie.

West Virginia: Bonds may be issued if
thrﬁs‘fifthg of those voiing faver the lissue.

Wlsconsin: A aajority favorable vole
will issue bonds; except in clitles where bonds

are issued by the approval of the Coumon Council.



IV, The Purposes for Which School
Bonds Hay Be lssued

| The purposes for which bonds may be

issued are different in nearly every state. A
faw'afhth@éé~§ur@aaas are included in most codes
because of thelr widespread need. The remaining
purpeses occur in a few states baaanse.gf local
gonditl anﬁ, _ -

| If the following table is coumpared
with MacDowell's report', & few changes will be
seen. Tith the exception of the points mentioned
in the two fellawing paragraphs, the purposes
for which bonds may be isaued.haWe not changed a
great deal during the last elght years.

\ Eight states have passed laws per-
mitting bonds to be issued for the purpose of
buying and the improving of sites. The nuwber of
states permitting the issuance of bonde for play-

ounds, gymnasiums, and auditoriums has increased

from ane_ataté to ten states since 1915,

T - Hechowelil, Theodore, State Versus Local Control
of Elementary Education, United States Bureau of
Edueatlon, Bulletin, 1915, No. 22, pp: 33-48.



ﬁhera are two purposes for which
bende may be issued that are gradually being
eliminated from the achool codeas. These two pur-
poses are maintenance and teachers' salaries,
only four states; Nevads; North Bakéta, South
-Garolina, and @iscéﬁgin; at the present tiue,
‘ permi% bond issues for the yurpaae of maintenance.
There 13 one gtateb Nevada, that pernits baaﬁing
for the payment of vocational teachers' salaries,
It iz uawise to bond a district for teachers’
salaries ervmaintemaaca; This debt must be paid
at a time when no value can be received from the
bond issues Only those purposes wiich will be of
value during the period of pagment should be per-
aitteds

There are geveral purposes for which
bonds may be issued that occur in & majority of
the states, Forty-three states permit the lssuance
of bonds for the purchase of sites or the improve-
ment of the sane, f@rty-aix atates for the erection
or purchase of buildings, thirty-seven shates for
furnishing, twenty-seven states for additions o
bulldings, twenty-elght staltes for renewing and

refunding bonds, and twenty-seven states for
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repairs.

Thers are a few purposes for which
bonds may be issued that are a result of local
conditions, New Hampshire permits bonding for
. transportation, and Misgouri, and Nevada for
dormitories,

| - The purposes for which bonds may be
issued are given in tabular form, on the follow-
ing page, for convenience in comparing one state

with another.
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ﬁ. Hethod of Payment of Bond Issues

The kinds @f bonds that can be issued
are: (1) serial bonds, (83 ainkiag,rund bonds,
and {3) bonds with or without coupons attached.
"T&&rﬁ is 2 diff@renae af opinion in ﬁhe various
states as to the best type of bonds. ?hla can be
seen by reviewing the conditions in thg different
states.

| The serial method of payment has many
a&véﬁﬁagaagmihe simplicity of manag@mént nakes it
very desirable. The Board of Education knows
exactly the amount af m@nsy needed to meet matur-
ing.ba}?s each year. Praviﬂlans ecan be made to
'inciﬁﬁe this item of expense in the school budget.
Another favarahle feature of aeriai bonds is that
& gm’t of the maturing oblligation can often be
pald ﬁhen the antire am@aat can not be met,

The sinking fund tg§e<af bond 1s more
ﬁiﬁﬁaeﬁiﬁ\to~aad@r§@gn&, This is especially true
when the money needed for each year must be
sam@ate&; Kany Boards of Educatlon may make errors
in computing the ameunt of money to be placed in

the sinking fund each year with the result that
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often they are unable to meet bonds at maturity.

In the sinking fund type of bond the
cost the first yesr is the same as the last. Usu-
3313 the upksep of a‘builﬁ&ng@ or oblier gur@é&@
for which the bonds were lssued, is greater in the
last few years than the first. If sinking fund
bonds ars iseued the expense of the school will be
greater %he last few years of the bond isaue.

. Qoupons should be attached to bonds so
that they may be clipped without destroying the
eriginal bond. The intereat on a bond issue will
be greatest the first year and graduslly diminish
each year, providing the bonds are pald as they
mature., The expense of a bond issue pald in thié
maan@r'%ill be greatest the fi?ﬁ% year and
smsllest the last year.

Taking into consideration the advan~
tages and disadvantages of eaeh type of bonds,
serisl bonds with interest coupous attached
appear to be the most desirable iype.

on the following page the legal Pro-
visions, as to the types of bonds that way be

issued, are given.
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VI. The Maximum Debt Limite Permitted
- by Btate Codes |

The debt 1imit of each atate is ex-
presgsed in percentages of the assessed valuation,
A few states assess property at its full value,
and others at a fraction of its real worth.
Asgessors do not V&lﬁﬁ'@?ap&?ﬁy acecording to legal
specifications. Thls can be shown by réxar?&ng to
a study made in Iowa® on this subject. Property
was assessed at forty-four percent of the selling
@gxge:althaugh~the’stgt&.cade<a£ Iowa rﬁgairagv
that property be &ﬂseéﬁeﬁ,at its full value, If
the econdition in other states is the same a8 in
Jowa, it can ﬁe;&@ﬁﬂ that no trustworthy comparie
son is possible,

During the ﬁaatzeighg,yaaré there has
been an upward trend in the debt limit pernmitted
by state codes, The maxipum debt limit has been
increased from one percent to five percent of the
assessed valuation in Idaho, Kansas, Michigan,
New York, and South Carolina. Virginia has
Z Russeli, William F., The Financial Situation in

Iowa Schools, Elementary School Journal, Vel., 22
pp. 189 - 183,



decreased the debi limit from eighteen percent
to g&?@ﬁﬁe&n percent of the aaséaaeavvaluatiaﬁ,
ﬂiﬂﬁ$;$§$§, eleven g%atéafﬁava ﬁ&ﬁa&,taatkeiﬁ
g@ﬁi@, r&aﬁmmam on the debt iimit,

No definite maximam debt limit can
be established because of the lnagccuracy of asQ
3aasi§g preperty* The ﬁebt.iimit»ﬂhﬂuid never
be 8o high that bonds will baeame"%ura@ﬂsﬂme to
the sém@mai@g, |

| The states are listed b@léﬂ agcords-
 ing to the m@ﬁimum debt limlt, permitied by law,
- 1in percentages of the assessed valuation of tax~

abie property.

t. Iwo Percent
Kentucky, and Hew ﬁ&mﬁs&ir@m

West Virginia,

Hontans, Rhode Island, and Tennessee.

4. Eour Peresnt

New Hexico.,
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5. Eive I?erden‘b
California, Connecticut, Delaware,
Illinois, lowa, Kansas, Halne, Missouri, HNorth
garolina, North Dakota, Oklahoma, Oregen, South

Dakota, Texas, and Washinglton.

South Carolina,

D
Louisiana, Nevada, New Jersey, and

en_Percent

Vermont.

Colorado: The debt limit is three and



one half percent of the &aaessed valuation in
third -class ﬁ;strista, and five percent of the
asgesaeﬁ_va&uaﬁienAln aeeand{glaas districts,

‘ Idah@;‘Tha debt 1lmit is six percent
| of the agsessed ?aluatian, exeept in joint rural
high school districts wa&re it is four percent.

Massaclmseltas The debt limit 1s
three percent of the assessed valuation, excepl
in cities where it 1s two and one half percent.

ﬁi&aia&ippi%f%hﬁ debt 1imit is
fifteen percent of the assessed valuation in
eities over eight thousand population; in other
districts the debt 1imit ip five percent.

Nebraska: The debt limit 1s ten per-
cent of the assessed ?aiaaiian, except in dis-
tricts having less than one hundred children
where it ia five percent.

Utah: The debt 1lmit 1s four percent
of the assessed valuation, except in citles where
it is three percents |

ﬁyeming: The debt limit is four per-

cent of the assegsed valuaxienAin common districts,

and two percent in high school dlstrlicts.
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ViI. The Dénominations in Which Bonds
May ba Issued

There are two matbaas of éetermlning
tha denominations in Whiah benaa nay be issued.
These wﬁﬁhﬁdﬂ are* {1) as s;eeifiea in the sohsol
law, and (2) as deteruined by the Board of
Education. '

Seventeen states specify that bonds
muat be iasns& 1n denemin&tians of ane theuaand
dollars or 1933, The denaminatians ars~uaually
in miltliples of fifty er‘ana hundred dollars.
only three states, Massachusetts, Hichigan, and
New Jersey, permlt the denomination of any bond
to be in excess of énauthauﬁanﬂ ﬁ%liﬁnﬁﬁ‘

| Seventeen states permit the Board
of Zducation to determine the denomination of
bonds.

If,thﬁ»éenaminaﬁianvof any bond 1is
too large, refun&ing of bonds is likely bte occeur.
If the bonds are in suwall denominations it 1s
often possible for a Board of Education to pay
a part of the inﬁab%ednsastﬁaturing, snd refund
the remainder. For this reason 1t seems advisable

to have state laws specify a maximunm denomination
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of one thousand -cwllara;

" The restrictions on the denomination
in which bonde may be ‘i,asued in the _vaﬁmua
states are listed below.

‘, Ga:k;rami;, Golorado, Conmnecticut,
Illinois, Indiana, Iowa, Kansas, Missouri, New
Hexico; i’iﬂrth bakota, Oklahona, Bouth Dakotla,
Pexss, Utah, Vermont, Washington, and Wyoming.

I&a@s&emmms, Michigan, and New

Jersey.

| ,Ark&nﬁaa", Delaware, Florida, Gearaia,
Iﬁ&iana {¢ities only), Kentucky, Loulsians,
ﬁ@nma:, Nevada, New York, North Carollina, Ohlo,
Oregon;, 'ﬁm&é,xaim&}, ':aﬁnssaeé, Virginia, and

3 - In Rnoae Island the enabling legislation
éetermme& t&w denonination of bonds.



CVIII. @h@ ﬁighast Rate of Interest
‘That Bonds May Bear

'?h@ &athaﬁ@‘uaea by the different
states in‘apeéifyin@ the rate of interest are:
‘(i) by gareenhsgea, {Q} legal rate; (3) market
rata, and (4} aptisnal with th@ Baarﬂ @f Truateaa.

ﬁtates ageeifying §ercentages and
legﬁl raﬁe @f 1nter&st have establishad a max&mam
rate af intereat %ha$ can be gaié. fhirty-nine
3%&%@5 ¢an be slaasifieﬂ in this liat. There 18
nothing in the codes of any of these gtates which
prevent bonds from bearing a sumaller rate of
interest;
| When the rate of interest that bondsa
m&y'beér is determined by the Board of Trustees,
or is specified as the market rate, no naxinum
rate of interest has been established. The four
states; Georgia; Naryland; Massachusetts, and
Rhode Island; coming under this aléasiflea&iaa
have not protected the local Board of Education.
If a éariaite maxinum rate of 1nzerest is estab-
1ished that can not be exceeded uadar~any condi-
tion the local Board of Education would be



protected. ,

Since 1915 ihare have been very few
@hangeshiﬁ the maximam rate of interest that can
be paid.‘?hm‘few changes that‘have~eaéare&, have
& aii%ht ugwarﬁ trenﬁ. -

Every state should include in their
codes a maximum rate of interest that can be paid
on han@&.”?@ry f@w‘eamﬁnaitiea will find it nec-
easary to pay a greater rate of interest %ha& 8ix
Peraent. A majority of the states will ‘be able to
8ell banés bearing 4 lower rate of interest than
8ix percent,

The states are listed below according

to the maximum rate of interest permiited by the

P

code,

Conneeticut, Iowa, Tennessee, Utah,

and Vermont

2. Six Persent

Alabams, Arizona, Arkansas, Delaware,
Kentucky, Loulsians, #ssissippi, Nontana, Nebraska,

Nevada, New Jersey, New Mexico, New York, Nerth



Carolina, Ohlo, South Carolina, Texas, Washington,
West Virginia, Wisconsin, and Wyoming.

3* 3even Peraan%

Iilin@ia, ﬁ&nnasetay and South ‘Dakota.

Californias Bﬁn&a may not bear a greater
rate of interest than six percent, except fifth
e}asa_&iatriats where they may bear elght percent.

Colorado: Bonds may not bear a greater
rate of interest than six percent, except third
g&ﬁaﬁ-&i&tricts wheére they may bear elght percent.

| &eefgia:*?ha rate of interest that 18
paid is optional. This is determined by the Board
of Trustees,

f&ahsz Six percent is the rate of inter-
est for all bﬁnﬁs, except refunding which may bear
seven percent,

" Indianas The rate of interest for
gomuon &Létriétﬁ is four percent; for high.schealg,
four and one half percent; for refunding bonds,
vﬁive and one half pereent; for emergency, six per-

gent,



| Kansas: Bonds may not bear a greater
rate af 1nteréat than six pereaht, except bonds
for county high schools and for firat class dis-
iricts which may vear five percent,
Massachusetts: The interest allowable
is the markel rate, o |
Hichigan: ?ne rate of iﬂteregt is
elght percent except for taaeheragﬁa and in districts
having a populatlion over two hundred and Tifty
thousand where 1t is six percent.
¥isgouri: Bonds must hot bear a
gkeaﬁer rate of interest than eight percent,
except refunding bonds which cannot bear a higher
interest than five percent,
 North Dakota: Bonds for common dis«
tricts,and citles may not bear & higher rate of
intefest than se?én percent; bonds for agricultural
aahﬂala nay nat bear a greaber rate of in%ereat
than aix percent; 1ndependent districts and re-
funding hanﬁa'may not bear a higher rate of
iﬂtaraat than five percent,
Oklahonme: Bonds for inﬁeyen&enu dige

tricts may not bear a greater rate of interest



than five percent; funding bonds may not bear
a grea%er:ra@a of interesn’&ham;six pereent;
Kb@nda f&r other than independent districts may
not bear a greater rate of inberest than seven
percent. ‘

Oregons: Bonds must bear the legal
rate af intgraat ’ |

v1rginiav Bonds up to tﬁre& thousand

dollars taken from the Literary fund may not bear

a higher rate of iﬂté@eﬁﬁ‘ﬁh&ﬁfﬁﬁ?E$ percent,
above three thousand dollars they may bear four
percent; bonds for county districts may not besr

& higher rate of interest than six percent.

‘In Meryland and Rhode Island the rate

of intersst is determined by the special enabling
legislation, |
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IX. Seiling Value of Bonde
Thirty one states reguire that ail bonds
be sold at par or better. In the past eight years
nine af’thése”stames,ﬁgva included such a law in
theiﬁﬁaadea,rThe states are realizing the importance
of requiring all bonds to be sold at par or better.

| Thara”arekssvan states that perwlt bonde
to b&‘gelﬂ for other #hanfpar value, However, in
these states bonds bring par, and 1% is an exception-
al case when they are not sold for at least their
f&ee ¥a1ue‘

' godes should require all bonds to be
sé&é'iar par or better so that each distriet will
know the minimum amount of money that it may receive

from the sale of bonds, 2£ a state permits bonds to
be sold for dny yrice they will bring, it is often
nﬁgeséary ;a;igsua,a&ditiana& vonds to secure the
funds needed |

= The states are listed below according

to the seiling value of bonds.

1. Bar or Detter

Arizona, Arkansas, California, Conn-

ecticut, Delaware, I[daho, Illinels, lowa, Kentucky,



Loulsiana, Hsssachusebts, Michigan, Misslssippl,
Montana, Nebraske, NHevada, New Jersey, New York,
North Carelina, North Dakota, Ohlo, Okiahoma,
Qrﬂgan;‘?ennsylvaaiam South Dakota, Tennessee,
f@&xas,,V1rginxa, ﬁ&ah1ngtan, Wwest Virginia, and
Wyomlng, |

‘Utah, and Vermont.

Indianas Library bonds may be sold
for nlnety«faur<yeraent of the face va&ue, all
athar h@nﬁa mist be sold for par or better.

Missouri: Funding and refunding bonds
may be sold for minety percent of the face value
plus the expense of the iaan@;~a11 other bonds
migt be sold for gar or better,

New Hampshire: There are no speeifl-
¢ations in the code as to the selling value of
bonds.
' Rhode Island: Bonds are sold at the

market priwve.
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South Carolina:r Bonds wmust be sold
for par or better, exceyt in Grenville where the
purchager mag:realizeféix percent on the invest-
ment, and in School District 3B where the invest-

or is allowed seven percent,
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k; Reg&aﬁra&&an of Bonds
« Twenty-faur of ﬁhe state c@ﬁ@ﬁ r&&uire
that bonis be registered, The remaining states make
the regigtraﬁign of bonds optional with the purmr
chaser, ér amaﬁ'thia subgaaﬁ in the school code,

The officers registering bonds differ
in nearly every state, Theféffieial registering
vonde may be local, county, or state officers ac-
cording to the legal provisions, There are a few
states that require more than one officer to
register bonds, This cccurs frequently in the case
of refunding bonds.

The County Treasmrer should be select-
e& to reglster all bonds, He is in cloaer toueh
with the financial sltuation eof each ﬁi&%riet,
snd will be able to use information regarding
bonded indebtedness bat%sr {han any other county
officer,

Registering with local offlcers affords
no advantages that are not offered when bonds are
registered with the County ITreasurer. In addition
1ocal officers are not in a position to use the

informstion that registration of %aﬁas gives,



Reglstration with the State luditor
should be raqu;’%ﬁmﬁ wien refunding bonds are
iﬁm&ﬁ.,v;{n many cases the valldity of rcefundiﬁg‘
bonds 18 guestioned and when they are registered’
with a state offlcer this objectlion 1s remava&,

The atates are listed below according

to the registering officer.

Arkansag, Californis, Hontana, Nevada,

Oregon, Washington, and Wyoming.

2. Gity or Town Treasurer

gonnecticut, Hassachusetis, and

Vermont.

Hissouri

6. County Auditor

Nebragks,
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7. District Clerk

Hew Jersey.

a .

New York.

hool District

Glerk of the Board of Education

Utah

| Colorado: Bonds are registered by the
County Auditor, except caﬁnﬁy high school bonds
which are registered by the County Clerk.

| . Idahos Bondeg are registersd by the
glerk of the ﬁauniy, except funding bonds whiech
are registered by the Clerk of the County and the
Iuditor of State., City funding bonds must be reg-
istered by the Clerk of the Bosrd of Bducation in
addition to thﬁ-@ffiaér& mentioned above. |

Rorth Dakots: In eities, bonds are

registered by the City CGlerk and the County
Auditor. Agricultural tralining bonds are registered
by the ﬁaﬁhty Aﬁﬁit@r.»Iﬁ'special and. independent
districta Jbonds are registered by the Clerk of the
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School Board,

Oklahomat In independent districts,
bonds are registersd by the Clerk of the Board
ef Pducation. In other than independent &23&?&@%#,
bonds are rﬁgiatéred.ﬁy the Clerk of the Counly
and the State Auditor. All funding bonde are
registered by the Clerk of the Distriect and the
G&a&k‘ef the County.

South Dakotai Aiivﬁ®naﬁ are regig-
tered by the Clerk and Treasurer of thé distriat;

~ Texast All bonds are registered by
ﬁﬁé~§auﬁty‘wraaauxer and the Complroller of
Accounts, except in independent districts Where
it is not necesaary io reglster the bonds with

the County Treasurer,



XI. Time Bonda May Run

Host state éaam‘ are fairly definite
on the period that bonds may run. The game stale
may nave several periods for different bonds de-
pending on the purpose of the issue. Other |
states have one time 1limit for all bonds. This is
usually twenty years. In nearly every case the
m&ximam‘psriaé i given in the school code. A fow
states mention a minimum limit for the issuance
of bonds. |

It is wrong to have one time llimit
for all bonds, because the life of the purpose,
for which thay were issued, varies, To illuastrale
this the following example is used. If the life
of & wooden bullding is tweniy years, the perlod
¢f the bonds iscued should be twenty yeara\ar
less. ﬁnaar~nﬁ gonditions should the perlod be
longer than twenty years, or the dlstrict will
have & part of the debt to pay after the bullding
is no longer useful.

The states are classiflied on the
following page ae¢erding to the peried for which

bonds nay be lssued.
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Arizona,; Idaho, Illinola, lowa,
Magsachusetts, MNontana, Nevada, New Hampshire,
New York, Oregon, South Carolina, Utah, Versmont,
and West Virginla.

Colorado: Bonds may run Lweniy te
forty years, except refunding bonds which umst be
paid 4n twenty years.

 Conneoticut: There is no time 1imit
for which bonds may run.

Indianat ALYl bonds must be paid in
Pwenty years, exaepﬁ the followings Library bonds,
forty years; high school bonds, forty-five years;

bonds. of citles of one thousand to Lwo thousand -
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population, township bonds, znd funding bonds,

fifteen years; bonds of e¢itles of one thousand

to five thousand populstion, ten io tﬁenty;faur
years.

Kansass Bonds must be paid in Fifteen

years, ﬁxgaﬁﬁ‘refgn&iﬁg'banﬁs which may run
&ﬁiﬁay'yeawsy_ﬁéﬁés znrfirat élaﬁé eltles, and
,xgr %ﬁuﬂiy-ﬁigﬁ,ﬁghmﬁl&Amust &a ?&1& in‘twaaag
yﬁwm;“" | |

Kentuckyt: Bonids must be paid in
thirty years, except refunding bonds which may
rﬁﬁ,§Wthy,gaér$A )

Hiechigans Sanéﬁ must be paid in
thirty years, except township bonds which musb
be pald in fifteen years, and citles of one
hundred thoussnd to %%a hundred thousand populsa-
tien, tweniy years.

#innesotas Bonde @msy run fron five
to twenly years.

' | miesouri: Bonds mast be paid in
twenty years, except funding bonds which mist ve

pald between five and thirly years.
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Hebraskas: Bonds must be pald in
thirty years. | .

Hew Jersey: Bonds issued for lands
must be paid in forty years; VMnd,a for ’éuildiagsz
frame, twenty years; nané-fires@maf, thirty years;
firepro€f, forty years; additions, and reconstruc-
tions i‘@r frame buildings, fifteen years; non-
;ti‘xrgraréef; twenty y;ea.r-s ; fireproof, thirly years;
:aquimxﬁﬁt, ten years; refunding, twenty years.

New lMlexico: Bonds may run froa twenty
to thirty years.

Nopth Caroclinat Bonds for cities may
run from three to thirty years; bends for county
farm 1ife schools must be pald in fifteen years;
all other mﬂés mist be paid m twenty years.,

i%r%h Dakota: Bonds for common school
districts may run from five to twenty years; for
cities, ten years; for agricultural training
S;'Gfla-,,; and spggia:& districts, five to W enty
years; for iﬁ&ﬁi&éﬁ&@ﬁt ﬁaltriata,‘ twenty-five
years.

Ohios Bonds for refunding must be paid
in twenty years; fireproof buildings, twenty-five



years; non~fireproof bulldinge, fifteen years.
Sanaa for eurrent expenses must be paild in ten
years. Under no conditlens may bonds run longer
then forty years.

| Oklahoma: The principal on bonds
must be pald mithin twenty years; princlipal emd
interest comblned, or funding bonds must be pald
in twenty-iive years.,

South Dakota: All bonds mist be pald
between five and twenly years. | |

‘T&x&é; Bonds for wooden buildings mey
run tueniy years, and for fireproof bulldings,
forty years.

Virginia: Bonds must be pald in
fifteen years, except counbties where bonds may
run for thirty years,

®ashington: Bonds must be paid in
twenty-three years, except in first class dis-
tria%g‘&hﬁrﬁ'hanﬁs wHAY ruﬁ for fority years if
the iﬁyﬁgwamaat is of a permanent type.

Wisconsin: Refunding bonds may run

twenty years; district bonds, fifteen years.



Wyonings &ll»b@n&ﬁ'mngﬁ be paid iﬁ
twenty~five years, except refunding bends which

may run from five to thirty yesrs,



,§EIQVR$%ifia&tiem for the Sale of Bonds

| He notlice of the gals of bonds ie
reguired when bonds are gold to any state
commission, Hewever, 1f the state commission
refuges to buy the bonds, or a state has no.
commiasion that buys bonds, a public notice
st ﬁa glven.

© States speciiying & notice, reguire

that it be given in a published fornm, Indiana,; -

Kebraska, New York, and Virginia require a posted

nptice in sddition to & published notlice.

Thﬁrelia‘a great simlilarity in the
regulremsnts of the state codes on the notlice of
sale, Notice ls generally given by advertlsing
in & local newspaper for Lhree weeks, and sOue-
tiﬁ&s'iﬁ}a state or financial paper of wide
eirﬁulati@ﬂ% for Lhe sampe period,

Some stales have nothing in thelr
¢odes on the notice of sale, However, Boards of
Hducatlon usually give a published notlce. There
is a posalbility of selling bonds at a private
sale when no notice iz reguired. This is likely

4o cause a lower selling price than if the
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notlice of sale was published.
Below the states are listsd with the

legal reguirements for the notice of sale.

‘ Arizona: Notice of sale musi be given
for ﬁﬁea&y &ays in one or more neuspapers in the
county.

| California; Notlce of sale must be given
in some county newspapsr. If there 1s no county
nawsﬁﬁyar then it must be given in scme neowspaper
of smother county. |
Gonnecticut: Reagonable notice of
sale must be given in & newspaper having a good
etreulation, |
| Floridai: Notice of egale must be given
f@r~$hif&yféayﬁ<in gome newapaper ol the county.
Idaho: Four notices of sale must be
given in a local us@§§a@@r once each week,
Xn&iané% Notice of sale must be given
in soms newspaper for iLhree weeks, excepit funding
bonds. Notice of sale for funding bonde must be
ponted for twe weeks in fzﬂé=§1a¢ea, and published

in one newspaper of geaneral cireculetion, and in one



newspaper in the city of Indianapolis for a period
of two weeks,

Iowa: Notices of sale must be glven
in at least one affieial,newapaper of the county,
and in at least one néwapaper of general circula-
tion in the state for two or more successive weeks,

Loulsiana: Notices of sale must be
givaﬁ~aneﬁ & weex Tor three weeks in a paper of the
county, and in a city paper of Loulsiana with a
population of twenty thousand or better, or in &
financisl paper of New York or Chicago.

HMontana: Notice of sale must be given
onge a waak»iar four weeks, or thirty days in
some paper of the state.

| Nevada: Notlce of sale must be given

once in a local newspaper ten days before the aéle,
or posted in three places if there 18 no newspaper,
Par county high school, notices must be given for
three.weaka in a newspa,.er of general circulation.

New Jérsey: Notice of sale must be
given two times within a period of ten days in a
newspaper of the municipality, and once in one
financial néws@ayar selected by the Board of
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Bducation,

Hew Hexleos: Notice of sale uust be

‘given for four weeke in four isoues of 3 Weekly

newapaper.

Hew York: Notlce must be given ten
days before the sale in a newspaper o btiles, or
s motice must be gosted in ten of the .most
wn%yiamm placed.

Ohios Fotice of sale must m given
once & week for bthree weeks in & county ﬁ@%ﬁg&&%ﬁﬁr'
If the bond issue is over twenty thousand dollars
notice mist be given in & statewide nevspaper in

ition to the above. |

Oregon: Notlce of sale must be given
st least B0 Wesks in a news aper printed in the
county. A

Pennsyivania: Nobtlice of sale mist be
given once & week for three Weeks In & newgpapsr
of the county.

Soubth Dakotas Zﬁt@ﬁ&ﬁg@ of | sale muat be

given for two weoko.

Tennesseos Hotice of sale mist be given

for thirty 4ays.



ﬂtahu'ﬁatice of sale muat be g;ven
for ten. ﬁﬁyﬁ in a newapager in the county.} '

?ﬁrm@nt’ Notice af sale must be given
in a local or statle newspaper once a week far
three weeka, and five netiaea of sale @ust be
p@gt@d fer tm@ weeks in public places,

.: ﬁashingﬁen: ﬁatiee of sale must be
ngvan in faur “igsues of a newspa§er ﬂubliﬁhﬁd at
the aaun&y se&t.'

%yaming Notice of sale must b@ 5iven

in a county and state newspaper for four weeks.
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X111, Requirementé Gonearning‘the Deposit
. That Must Accompany & Bid for the
Purchase of Bonds

The amount that must be deposited
with a bid, 1f required at all, is left to the
discretion of the Board of Education, except in
New Jersey, Utah, and Washington. New J er'aéy
requires two percent of the bid to be deposited.
Utah requires five percent of the par value of
‘bonds to be aeéaéite& with the bid. Washington
requires one percent of the bid to be deposited.

Usually every Board of Education
safeguards itself by reguiring a certified check
to accompany each bld for bonds. Every state
should arrange to protect the Boards of Education
by passing a law requiring every bidder to make
a:&ep@sit with bids. This deposit might represent
twevp@rcent'af the par value of honds. This amount
would be large enough to protect every beard,
Specisl provisions should be included to release

all stste commisslons from the reguirement.



XIV, 8tate Loans for Bonding Purposes

Many states have seen the advanltages
of a central board for the purpose of loaning
money té the various communities for bonding.
Often the permanent school fund is used faﬂzﬁhis
purpose, By'a&@ing_sﬁé interest té}bha prineipalt
some aﬁa&és are increasing their loan fund and
aiding districts that need assistance. Other state
funds are often used in addition to the money
mentioned above,

A very few states require that all
bond issues be submitted to a central authorily
for their approval or rejection. Usually rejection
is the result of an indebtedness exeeeding the
legal 1imit or a lack of funds on the part of the
state board,

There are advantages in having a state
board loan money Lo the districts of the state for
school bonding purposes. These advantages are: (1)
the validity can be determined, (2) the revenue
derived from the loan of money to the districis

may be used to lncrease the permanent school fund,
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{3) the burden of the district will be smaller,
because the rates af'inﬁerest will be decreased.

Every state should have a board or
gommission for the purpose of loaning money to
the districts for school bonds. This commission
should have control of all state school funds.
Often the states could add money to this fund
for a temporary period when they have a aurplugy
In time a reasonably 1ar@a‘fnnd for ﬁﬁe purpose
of aiding districts could be developed.

Tﬁe states maintaining such boarde
are iisted in the following table with the title
of each commission, the officer in charge, and

‘the fund used for the purpose of buying bonds.



TABLE 1V

The Authority lLoaning Money to the Districts
for Bonds, or Fund from ¥hich This HMoney

State

Californiz
Connecticut
Florida
Taaho
Indiana
Hassachusetits
ﬂigﬁega%a :
 liontana
Seffaéa

ﬁanAJarsﬁy

Horth Carolina
Horth Daketa

Ohlo

South Carclina
South Dakota
T#xaa

Utah

Virginlia
é@@hing%an
Yiyoming h

-Is Taken
Authority, or Fund

State Board of Control

Btate Treasurer

State ﬁaard of Education
Be%értﬁsnt~ef Publig Investuents
PéfmanantyEn&éwmant Fund

State ?reésﬁ?rr~ |

State Investment Board

State Board of Land Coumissioners
State Board of Finanee

Prustess for the Support of Public Schools,
Peachers' Pension, and Annuity Fund

State Board of Education

Board of University School Lands (Agricultural
Training only)

State Industrial Commission

State Sinking Fund

Coummissioner of School and Public Lands
State Board of E&ucatian

Board of Loan Commissioners

State Board of Education from Literary Fund
State Board of Finance

Permanent School Funds
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XV, The Sinking Fund
The gtates providing for & sinking

fund uﬁm&lly.nama the officer that is to take
:éharge, and @raﬁcribe how ithe fund may be invested.
The County Treasurer or the Town Ireasurer are the
’mfficgrs usually seiected to handle the sinking
fuﬁ&; The laws yreﬁeriﬁing how the money shalli be
invested are faiflg unifarﬁ,'The following invesgt-
ments are generally prescribed: (i) in redeeming
sutetanding bonds, (2) in bonds of the United
statas, {3) in bends of the state, and (4] in
bonds of aveity, town, county, or district of the
é%a&e; providing their indebtedness is below the
legal limit,

| Twenty-six states have lawe regulat-
ing einking funds. A majority of these states
preseribe who shall be responsible., Nearly all of
these states regulate the purposes in which the
siﬁking fund nay be invesied.
| The County Tréasarer should be se-
lected te handle the sinking fund because, (%} his

technical knowledge fits him to make the beat



investnents, and (2) he will be able to deduct
,hnﬁnga money for the ainking fund each year fron
_ ths regular school funﬁa.

- Gad&s should regulate tﬁe purposes for
Lhe 31@@%3&@:&3 of the sinking fund, These invest-
m@atavsh@u&ﬁ be: (1) in redeeming oubtstanding
bonde, {2) in bonds of the United Blales, {3) an
'%@nés'@f‘tha,a%&te, and {(4) in bﬁn&é of the eity,
town, county, or district of the state, providing
their indebtedness 18 below the legal limit,

, The states that prescribe a sinking

fund éﬁe listed below aﬁaérdina to the officer in
eharge of the sinking fund, method of appolinting

%&ﬁﬁé officers, or wWhere no afficer is @Pﬁgezih@é.'

1,

Gaun%;}%rea;ffer
ﬁrﬁz@na, calif arnia, Q@Jarﬁﬁe, South

gsroling, Washington, and %youming,

gonnecticut, Iliineia, Oklahouma,

veracnt, and Virginia,



Rhwde Island, and Tennessee,

é%% No Officer Selected

Kansas, Kentucky, Iéantana, Nebraska,

and Hew Jersey.
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¥VI. Quglifications for Electors on
~Sclicol Bond Igsues

There are %hréa general methods of
determining whazshall vote on a‘baﬁﬁ tasue: (1)}
all qualified electors, {(2) all taxpayers of a
property tax, and (3} those who have palid a
?ragzytyﬁt&x, and eleectors who are parents or
guardians of children of school age.

%hﬁré'are twenty-three states tiat per-
| mit all elechors te vote on the gquestion of issu~
ing hmnés, Thirteen states reguire all volers on &
bond issue ta be taxpayers on property. Two states,
Idabo and %ebra&ka, requlire all voters on a bond
issue to be taxpayers on properiy, or ta:ba parents
or guardians of a child of school age.

During the past eight years there have
been few changes in state laws as to who may vote
on the issuance of bonds. Trends show & slight in-
. erease in the number of states permitiing sll
qualified electors to vote on a bend issue.

The holding of a property tax receipt
should not be considered the only qvalificatian for
voting on a bond iasue, Iin states where this 18

reguired the par&nts are n@t peruitted to vote. The



parents &s a whole are more likely te be directly
interested in eﬁga&“@i@n than ﬁiae btaxpayers as &
whole, Every person pays a property tax directiy
or indirectly. All electors should be permitted to
vote on the question of issuing bonds.

| The states are listed below aceording
to the ‘quali’fiaétmm i‘érﬂ voters onaa gchool beond

isgue,

California, Connecticut, Delaware,

@Georgla, 1llinois, Indiana, Iowa, Kentucky, Mass-

achusetts, Minnesota, Mississippi, Nevada, New
Jersey, New York, North Samliz;a,_ Gm@, Oklahona,
Sevth Carolina, South Dakota, Vermont, Virginias,

Washington, and West Virginia,

Arizona, Colorade, Florida, Loulsiana,
Maine, Michigan, Hontana, New Hampshire, Oregon,
Rhode Island, Texag, Utah, and Wyoming.

Idaho, and é?ie%;r&a}mx,
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XVII. Tax Linit for Indebtedness

- Most states have a naximam tax 1limit.
A m&;grity of these states do not prescribe the
percent that sha;i be spent for the maintenance,
ér for the paying of lndebtedness. There are f@ury
atates that have a definite tax for indebtedness,
I@ahav?@rmiia a tax of five mills to pay for
indebtedriess; Ohlo, three mills; Utah, one and ene:
half miils; and Virginia, tws and one halfl wmills.

& tax for indebtedness seecms a Very
desirable feature to have in every code because,
(§) it provides definite means of paying indebb-
edness regardless of the cost of maintenance,; and
{2} 1% prevents & district from refunding all bonds
at maturity.

The assessed valuation of the different
states does not give a trustworthy comparison. :
Sinee taxes are base& on the dspensed va?uati@n no
definite tax, in mills, far indebtedness can be

presceribed for each state.



XVIII. Provigions for the Reeall of Bonds

Bonds wmay b@vréaalled if, (1) the
states have a law sgpecifying conditions for recall,
or {2) the bonds have & provision permltting re-
call when issued,

There are eleven stales that permit .
the reczll of bonds any time &fter ninety days
if the purchaser is notified. Seven other states
peruit bonds to be recalled any tiue after a
peried of frou ons to ten years alter the bonds
have been issued. The remalning stales leave the
recalling of bonds to the local districts, or
have nothing in their codes on ihls subject.

If the Boardé of Rducation does nolt
ineclude & provision in the bond for recall they
cannot be taken in before maturity, unless the
~ purchaser is willing. There are times when a
Board of Bducation 1s in such a financlal con-
dltion that they are able Lo pay for a hond
before maturity. In doing thls the Board ef Edu-
eation can save meney for the district, Often
bonds are iaa&e&wwith‘a high rate of interest,

it ?ravi&ians are included for recall it i3



T’

often possible tafiﬁﬂue new bonds at & lower
rate of interest.

Evéry state should provide for the
recall of bonds, However, 1in doing this a period
of at least two years, after the sale of the bonds,
should be allowed before recalling. If ths perioed
ie less then two yesrs many would be purchasers will
‘not consider buying school bonds becauss of bhe
short periosd of invesiment. |

The states are listed below that have
legal provisions for the recall of bonds, regard-
1gss of the failure of any board to include such

& elanse In the original issue.

Arigona, Delaware, Idano (if sold to
the state), Kansas, Montana {refunding only),
Nsvada, Ohio, Oregon, Pennsylvania, Utah (cities),

and Wyoming.

2, Any Time After One Year

Washington.



any Tise After Two Years

North Dakota {common school honds).

4, Anx ?151& Aftez’ Thras Iea.ra

%Itarth E&k’.@t& (agrieultar&i t.raining} ’

Time Afher Flve Jears

Utah ({except citmﬁ), and West Viz*ginia.

6.

¢alifernia, and New Hexico.

1y &%ﬂe.af$%r~‘aﬁ:ﬁéﬁrs
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Conclusion

é in general the school laws are more
definite in the regulations of hanéiﬁg than they
ﬁerﬁ in 1915, Hany points in bonding that Were
formerly determined by the loeal communitles are
now regulated by stabe law, This seeas 1o be &
significant factor in predicting that state laws
on bonding are going to be more and more definite
ag tiume goes On. | |

This s not likely to be true in the

gase of sll the eastern states, unless the mebuwod
of issulng bonds is changed, Many of the eastern
states require a special enabling acl passed by
the legislature for each ‘mm i&ﬁui’%* Thiz metiwd
of mfbnorizatlon may permli politles to enter,
Unscrupulous politlcisns will use Lhls privilege
as & baslz for Turther favors. In case there is
frietion bebtween the repsresentabive of the dis-
g?ia%; and Lhe school authoritles, it is not
likely that the dlstrict wiil be permitted to

igsue bonds. Thus in the methed of lssuing bonds,

the personsl elewent may piay oo great a part, and

for this reason this method should be abolished.

4



It is not feasible to expect any
one set of laws to be @aﬁaily appllcable to
all states. Local conditions will and ahsald
effect the:regﬁiatians that éra to be ﬁéeﬁ.
Ta illuatrats this we may take the case of &
state that is sparsely settled. Bondlng far
transportation would be‘yermisaible in a case
of thia kind, but should not be permitted in a
atéﬁgswﬁere %raa§§9r§étien is not a problem.

However, there are certain points
relative to bonding that may be standardized
throughout the United Staltes, as the authari%y
to 1ssue,'the kinﬁ of b@aﬂs, the maximun rate
of &nterest, ‘and the recalling of bonds. Local
ﬂﬂﬂéiﬂiﬁﬂﬁwﬁre not iikely to effect any of the
points umentloned above, Standardizing the pro-

cedure whenever pessible will place bending on

an impersonsl and well thought out basis,
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24, Bontans, School Luaws of, Supsrintendent of
Public Instruction, Helena, ¥ontana, 1021,

25, Kebraska, Sohool Laws, Superintendent of

“Publie Instruction, Lincoln, Hebrasks, 1510,

26, Wevada, The School Code, Superintendent of
Pablic Instruction, Garson City, Hevads, 1921,

27. Sew Hampshbire, Laws of, Relating to Pullle

| 8ehools, State Board of Education, Concord,

. Hew Hompshive, 1921,

28, New Jersey, School Laws of, Sonatesloner of
Baucation, Tronton, Hew Jepsey, 021,

29, New Hezico, Coupilation of Behool Laws of,
pepartnent of Edusation, Santa Fe, New

’ ;ﬁ%ﬁi%% 1%3?‘; ’

30, Hew York, Bducation Lew, The Unlversily of

" " ‘the State of Hew York, Albany, Hew York, 1523,

3%, Norta Cawolina, Publiec Sehoel Law of, State
Superintendent of Public Instruction, Raielgh,
Borth Caroling, 1883. : .

32, North Daiota, General Sebwol Laws, Department
of Pubilic Instruction, Blemwrck, Norti Dakott,
1512, - : .

33, Ohic, School Laws of, Dirsctor of Eguoation,
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%4, Oilshoma, Sciool Lass of, State Sugerintendent
of Public Instrpchlon, Oklatwas QLY.
Oklaliona, 19@%s |

35, Oregon, Solbol Laws, superintendent of
Public Instruction, Salew, Oregon, 192i.
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ig’gg?im Instruction, Harrisburg, Pennsylvanis,
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to Education, Superintendent of Publie Instruce
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South Carolina, General School Law of, State
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+» South Dakota, School Laws of, Depar
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, Tennessee, Public School laws of, State Super-

intendent of Fublic Instruction, Nashviile,
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Pexap, Public School Laws of, The Department
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Virginis, Schocl Laws, Superintendent of Publie
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Vyomins, School Laws of, State Departaent of
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{ Tnis is a copy of the first letler senit to ecash
Departnent of Education to seeure inforsatlon on
bonding conditions,) .

Gaik Harbor, Oblo.
Augusd 1, 1922,
{Hane)
{Title)
{Address)
Dear Sirs-

1 am making & comparative study of the
bonding conditions of the forty-eight stales.
Please send me a copy of your latest aschool law
and adwince sheets, 1f any. If you have any other
material which you think would be of asslsiance
to me, I will appreciate receiving it.

If there is any charge gonnected with
‘this please advise me and I will r@é&i&.

Thanking you in advance, 1 au

Very truly yours,

A——————————



L

{ Thie is a Viww of the second letter sent to each
Departument of Hducation for the purpese of confirming,
correching, and supplementing the data collected.)

Oak Harbor, Ohio.
April 9, l19e3,

faaéﬁa
(Tatle)

I have been interosted in the
legal status of school bonds in your state, The
sehool iaws on some of the points are not clear,

| I have tabulated on the enclosed
blsnk the information which I have been able to
_get from the school laws of your 'a%&t@, Fould you

pooperate with me by handing oy blank to the legal
elerk or some other ﬂ@m of your department, asking
him or her o @nfﬁm, es«armg, and supplenent Lhe
ﬁm ghich the blank contains., This will gme oy
date both acourate and up to date.

Thanking you in advance for any favors

you extend ane, I an

Very truly yours, |

K. C. waters.



g1

(This is a copy of the third letier sent to each
Department, of Educatlon that did not reply to the
second letter.)

GOak Harbor, Ohlo.
Hay ¥4, » 1923,

(Name}
{Title)
(&ﬁ&r&aa)

Baa‘p s »;_,a.g..

| ‘ Bome time ago I wrate‘you in refer-
ence to the Legal Status of School Bonds in your state.
Up to the present time I have received no reply. Un-
éﬂﬂhﬁé&iy my letter failed to arrive or you were too
busy at that time to give this matter your attention,

. Enclosed you will find a 1ist of
the things I have found in your school law. However
ag&a of the points are not ¢lear and I will more than
appreciate a corrected reply.

Trusting thet you will give this
your pergonal attention or will turn it over to some
one competent Lo answer ay inquiry, I an

Very truly yours,




( This is a copy of the third letter sent to each
Departaent of Edusatlon that sent additional material
from which dsta could be secured, bubt d4id not answer
the blank sent,)

Osk Harbor, Ohio.

{(Hane)
(T1t1e)
{2ddvess)
DOBEL commmmmmmm g

| Seome time &gy you sent me information
on the Legal Status of School Bﬂﬁﬁs in your a‘t%&mg i
have gone over this literature and bave found the
information given on the enclosed sheet. There are
& fow pointas that were not elear. If you ®ill hand
the enclosed sheel to your legal clerk for corrections
and sdditions I will be wore than pleased.

Thanking you in advance for this
favor, I anm
Yery truly gours, -

R C. Faters.



{ This is & copy of the biank sent to esch
Departumant of ZBducation for confirmation,
correction, and supplementation,)

ﬁ@gmrt. on the Legsl ﬁmw;& of School Bonds.
- Btate nf .

Aathority for a&ll&% & vote of &lw peopie. {People
petition, board f:&llﬁ&

| Hotiee of vote and how gi%rm. (‘mm before vobting,
wmw given and hrmd

&aﬁm“i ty to iesue. {By suthorities and whoa, or
by vote of the people.}

Purpose. (For what things way bonds be mmﬁﬁai

Kind of bonds. { Example - serial, coupoh, aiMng
fund etcai

is thers & debt limit? If so what? { Bxcuple - 4%
sssesped valuation.)

- Denguination. {ﬁauaﬁg 850 or some multiple,
fized by the board.

sercent of interest. { Bxample - 67 or legal rate.)

8eliing value of bonds. {Exaiple - par,)

Are bonds registeped? If so by whom? (Ex
County Clerk.)

fime bonds may run. (Exaumple - 20 years.)

Hotige of sals, (Example - 4 daye in & paper of
thae, county.)

ample -

Deposit with bids, {2% deposited to insure i‘a}.ﬁu»
ment, )

Are there stale wm.? if so who handles the matter?



‘Wha$~iﬂ the tax llmit? In ﬁhat way do- k@ﬁds
] effeﬁt thia? , y

Mhy banda h& recaiiad? If go how and when?



