PENITENTIARY: {ransactions between various industries-
ander the control of the Department of
Corrections and between the penitentiary
and said industries may be handled by a
system of debits and credits.

July 18, 1947
| <
s

Hon. Thoe. E. Whitecotton
Director of Department of Corrections
Jefferson Clty, Wiesourl

Dear Sir:

We have your letter of recent dste whilch reads
ag follows:

"The Missourli State Penltentlary 1s, as you
know, a unit of the Divlision of Penal Instl-
tutions within the Depzrtment of Corrections,.
the other units belng the Intermediate
Reformatory snd the Women's Branch of the
State Penitentisry.

The oper&tion of the Migsouri State Peni-
tentlary consists of two divislong, one
commonly referred to as 'Industries' and
consisting of the Workmen's Clothing Comvsany,
- Parker Boot and- fthoe Manufacturing Company,
Missourl Wood Products Company, Auto Tag
Company, Mlssouri Shirt Manufacturing
Company, Mlcsourl State Twine Comp-ny,
Missouril Tobacco Company, and Missourl

Cleaning Plant; the other 1la the 'Penitentiary.’

The General Assembly aprronrlates funds for
the Industries as well as the Penlitenti=zry,
The Stotutes provide a 'HRevolving Fund' and
from this the lL.egislsture appronriates
speclfic amounts for the operation of In-
dustries as follows: Fersonal Service,
Addlitlons, Repalirs and Replacements, and
Operations. The Legislature sppropriates
for the Penitentlary certain funds from
General Revenue which are: Personal Ser-
vice, Additions, Repalrs and Heplacements,
and Operations. They also approprlste from
Farninge of the Penitentlary funds for
Personal “ervice, Repzlrs and Replacements,
and Operations.
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The'PenitentiLrv furnishes to Industries

inmate lahorers as required, for which
Industries nays to the Pcnltentidry one

dollar per day for the days worked., Thils
money becomes a part of the Penitentlary
Earnings and 1s ehicumbered and pald. out

as appropriated. In the daily onerations

of Industries and the Penitentlary, 1t 1is
necessary that meny additional transactions

be made between these two dlvislions.' For
instance, I have before me a purchase order
from the Penitentiary directed to Yorkmen's
Clothing for 156 yards of Boat Sall Pocketing,
total price 4,50, to be paild from the '
Penitentiary Farninus Fund. I have another
directed to the Plumbing Shop, State Peni-
tentlary, for plumbing supplies to he furnished
the Missouril Wood Products Company amounting
to 132,88, to be pald from the Revolving

Fund, chargeable,to Repairs and Heplacements,

. Industries. I have another directed to the

Parker Boot and ghoe Hanufacturing Company
for 108 pair men's oxfords, total price
1351,00, to be delivered to the Workmen's
Clothing Company, Each of these nurchases
wlll terminate 1n the 1ssuance of a check to
the vendor by the State Treasurer after
having passed throush the Comntroller, the
Purchasing Azent and the State Auditor.

You will note in the first insgtance that
this transaction represents a purchase by
the Penltentisry from Industries; in the
gecond instance, a purchase from the Peni-
tentiary by Industries; in the third instance,
a purchase from one factory by another
factory, both operated on funds apnropriated
from the Revolving Fund,

It anpears that this method of handling such
transactions 1s an outgrowth of the old
contract system formerly in use at the
Fenitentiary. It is cumbersome, expensive,
and produces much additional work in our

- Accountling Office, as well as those nrpvlously

mentioned,

“We propose to inaugurate a system of ledger

accounting with debits and credlts to show
the cost of oneration of the various fzctorles
and units of the Penitentiary, as 1is now 1in
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‘use between the Fenltentiary. and the Farms.
FPor example, Industries owes the Fenitentlary
500,00 for inmate lebor, The Penitentisry
purchases »450,00 worth of clothing from
Industries, Instead of handling these
transactions throush the Comptroller, Pur-
chasing Agent, State Auditor and State
Treagurer, they would be entered on the
ledger account showlng proper deblts and
credits. In most instances Industries will
pay more to the FPenitentlary for inmate

I labor than the Fenitentiary willl pay to
Industries for merchandlse, ‘herefore,
Industries would pay the balance due the
Penitentiary through the Comptroller, etec.,
by a State Treasurer's Check which would
become Penitentliary larnings,

You are referred to Sectlons 8987, 8988,
9095, 9098, 9097 and 9098, R, S. Mo, 1939,
whicﬁ are the only statutes we are able to
find relatin: the the Revolving Tund and

~ Industrial Operations, Ve ask your official
opinlon as to whether the law prohibits or
wi1ll vermit the handling of these*transactions

as proposed,”

As stated in your letter, the lMissourl State
Penltentiary i1s now the Division of Penal Institutions
within the Department qf Corrections. 9, C. 3. S, B,
No, 347, enacted by the 1945 Legislature, created
this new department. The following provisions of
sald act are vertinent to the consideration of your
ovestion:

Section 1:

"There is hereby created and established

‘as a departrent of state government a de-

vartment of oorrectiong, which may hereafter

he referred to as the devartment. ‘The scope

and purpose of the department shall be to

supervise and mansy;e the penal, correctional
and reformatory institutions of the state,
together with certaln dutles in relation

to the training schools and the board of

probatlon and parole, here~ftcr set out.

The department of correctlons shall be

.composed of three divislions, namely:




. .

(1) the division of penal institutions,

(2) the divislon of eduentional institutions,
and (3) the board of probation szhd narole.

The board of penal commlssioners, as éatablished
by Article I, Chanter 48, Revised “tatultes of
Missourl, 1939, with amendments thereto, is
hereby abolished and discontinued and. all vowers
and dutles over activities and institutions
pertaining to, controlled by and administered
throwzh the board of penal commlssioners

shall henceforth be vested in and administered
through the department of corrections, together
with any addlilonal vowers and dutles which

may herein or herezfter be assipgned to the
department, )

Section 0O

"The department of corrections mey establilsh
such bureaus as research and statistics,
personnel, finance and other hureaus which
1t may deem necessary and desirable in
carrying on the work of the department.”

Sectlon 10!

"There 18 hereby created and establiehed within
the department of corrections o division of
venal institutions. The division of penal
Institutions cghall-be the succegsor to and
shall porsess and exerclse all the oowers and
duties of the commicsglon of penal institutions
with respect to institutions and activities ‘
pertaining to intermedidte and adult offenders
ineluding all such nowers and duties not
8peciflecally repealed by this act, in additilon
to possessing other powers and dutles estab-
lished by this act." ‘

R

Sectlon 1l

"In all laws of Missourl or varts thereof,

the words 'department of corrections' shall
be substiiuted for the words 'commission of
penal instltutions' with respmeet to institu-
tions and activltles vertainlng to inter-
medizate and adult offenders., Said department
shall hold and exerclse control and jJjurils- .
diction over all intermedlate and adult
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correctional and nenal institutions and
actlvities 1n thils state, except such povers
- and dutles ae may be assliypned to the hoard
of probation and parole, supvorted in whole
or in part by the direet approoriatlon of
money out of the state tressury, lneluding
the state penitentiary, the women's branch
of the state nenitentiary, the intermediate .
reformatory for youns men at Algoa, and over
any other correctional lnstitutlon for inter-
medlate and adult offendcrs as may hereafter
be establlshed; and over a1l the branches
of such institutlons, and over all the real
estate, bulldins;, equivment, mochlnery,
facllitlies and products properly belonpging
to or used by or in.connection with said
instltutlions and branches thereof, and over
the activities of these institutions and
brancheg; - and the department shall make and
enforce such orders and findlngs as 1t may
from time to tlme deem necessary and vroper
in the management of all lnstitutlons and
persons committed to 1ts control and shall
be vested with and posgessed with all other
povers and dutles necessary and proper to
enable it to carry out fully and eifectively
all the purposes of thic act,"

It will be noticed that the forezolng act does
not undertake to lepglslate as to the detalls of the
management of the institutions under the control of
" the Department of Corrections, but it merely sets up
the organlzatlon of the department. Sectlon 1 of the
“aet defines the scope and purnpose of the department
as belny the supervision and management of the penal,
correctional and reformatory institutions of the state.
Section 9 gives the departiment authority to estsblish
such bureausg as 1t may deem desgirasble in carrying on
the work of the department, including & Finance Depart-
ment, However, the act does not.exnregsly repeal any
statutes in existence. By 3eetlon 1 1t abollishesz %the
Board of Penal Commlssioners, but sald sséction also
vests all powers znd dutles over activities and insti-
tutlons pertalning thereto in the Yenartment of Corrections.
Moreover, Section 11 of the act substitutes the words
"Vepartment of Correctiona" for the words "Commlssion
of Penal Institutions" in all laws of Missouri. It
thus arnears evident thet the leglslature by 3. B, 347
intended that laws then in forece affectlng the penal
inatitutlions of the state should continue in force bhut
should be carrled out by the new Department of Corrections,
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of eourse, had 8, B, 347 made provisions for the
detalls of mana gement of Tunds, etc, vhich were directly
contrary to the provisions of other laws then in
exletence, 1t might be held that the former laws were
repealed by imrlicntion, but, as vointed out above,
sald act did not o into dnt 11 as to the operation
of the various institutlons.

e maet, tierefors, lock to all statules which
deal wlth Jour nroblem to find the answer to your
question. Home of these statutes have bheen in existence
for many years. We shall discuss them zs they tiwow
light on your questlon.

Section 8987 R, &, UWo. 193 , as modified by 3. B,
347, Seotlon 11, authorizes the Hoard of Corresctlons
to acovire 1vndn and erect huildings to be used for the
emoloyMﬁnt of prisoncrs in the penitentisry. Sectlon
89838 H, 5. Mo, 1939 provides in vart as follows!

"Said board shall, ag soon a8 practlcable,

' procced to purchase, lease or otherwise
provide suiteble plants, machinery and eculpe
ment, and to purchsse material, for the
employment ol all able-hodled pareohs in
the Missourl state DGHLLPHLi&PI, the Migsourl
reformatory, tite industrial home for mirls
the industrial home for negro girls, or any
other npenal or reformatory institutions
hereafter created, for such industries as
in the opinion of the board will best occupy’
such persons, wlth the view of manufacturing,
go far as mﬁj be practicable, such ariicles
agreed unon by sald board ass are needed in
any of the institutlons hereinabove in thls

- sectlon mentloned or referred to, also such
as are reculred by the state or pelitical
supdivisions thereof, in the bulldings and
offices of the instltutlons owned, managed,
or controlled by the state or nolitical
subdivision thereof, also including articles
and material to be used in iLhe erectlon of
bulltdings or other improvements upon, in,
or ln connectlon wlth, any state 1ns%itutions
or staie propertieg, or in the construction,
improvement or renalilrs of any state highweys
or county highways, 1ncluding bridges and
culverts; including lime to be used for
agricultural and otiher purposes in this
gtate; also including binding twine for use
of farmers and others ih thls state; # #
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Section 9096, R. S, Mo., 1930, reads 2s follows:

"Sald board shall purchase such raw msterisal
ag may be reculred for manufacture of any
article in any industry now or hereafter
carried on by sald bozrd 1n the peniltentiary,

- on any lands of the state or elsewhere, and
shall employ such outeide help as may be

- necesgsary, and sh=1ll be 1n cherge of all

" articles manufactured by the state, and shall
act a8 distributing agent for the manufrcturing
enterprises carrled on in the institution,
with authority to appoint sgents or salesmen,
It shall have charge of the factorles and
make such rules and regulations 1n the
overatlon of the same =28 1t deems best.,
The superintendent of lndustries, subject
to the rules and regulations of the board,
ghall be the executlve officer of the boaru
in charge of all industries now or hereafter
created or overated by the board, and his
salery shall be at the rate of not to ezceed
five thousand dollare per annum, ﬁayable
monthly." .

It should be noted by the foregoing statutes that
the Department of Correctione 1s in charge of all the
industries overated in connection with the venitentlary,
with power to make such rules and regulations with
resnect to the operation of same as it deems best,

Fach industry is but 2 unit of the penitentlary and

1ts zctivitlies. Under Rection 8987, supnrz, the Departe
ment could create more industries or could combine-

any number or all of such lndustries into one estab-
lishment. 1In reality, therefore, each industry 1is but

a department of the industrial system of the venitentliary
in much the same way that the cutting roow would be one
department of the shoe factory.

‘Bection 9097 providés for the ‘'revolving fuud'
and 1t reads 1in part as follows:

"The account or fund heretofore provided for
by law, and known as the 'revolving fund,'
shall continue to be mesintalned 2nd known

as the .'revolving fund,' which fund, or so
much thereof =s may be necessary, shall be
uged only for the purnose of purchasing raw
material, machinery or other eculmpment or

in the erectlon of buildings or making other
improvements in plants in connection with the
industries carried on or to be carried on in
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gald penitentiary or on the fzrm or landsg
mentioned 1in sectlon B987 herecof or elsewhere;
and in the manufacturing, handling and
marketing of article so Droduced until
disposed of, according to the Drovisions

of this article; and the money in said
‘revolving fund' shall be paild by the treas-
urer of the state uron warrants i=ssued by

the auditor of the etate upon verified
voucherg of said board,"

By the foregoing section the Deportment of Cor-
rections is recuired to deposit in the ftate Treasury
the proceeds of any sale of articleg manufactured in
the industries operated by saild devartient, It is the
Department of Correctione that makes the sales and not
each individual industry. VYhen one industry recuisltions
articles manufactured by another industry under the
supervicsion of the department, no szle is in fzct mace,
The manufactured articles have merely been transferred
from one department to another dep=rtment of the
industrial system operated by the Devartment of Cor-
rections. The raw materlals purchased for use 1in
nanufacturing products by one industry contlnue to
be used by the Department of Correctiont even though
the finished products are used by another unit of the
industries. ‘There h2s been no sale by the Department
of Corrections in such a case, but the materizls wlth
which the denartment is charged are merely transferred
from one unit of the industries to another unit of the
same 1ndustrisl system. If a sale for cash ls made
by the Department of Corrections, then the proceeds of
such sale must be deposlited in the State Treasury,
but where there is merely a transfer of suppllies or
manufactured articles from one factory to another there
has been no transfer of title to suech goods, and hence
no sale, Money has not actually been sgent or recelved
in such a transfer any more than it would be Af materials
issued to the cutting room of a shoe factory were sub-
sequently z2ssigned to the Tfinishing department of the
same factory. e do not believe that transactions
between various units of the industrial system operated
by the Department of Corrections constitute eales nnd
purchases,

We next concider the other tynes of transactions
mentloned in your letter, that 1s, the transactlons
between the penitentiary proner and the lndustries.

Ag pointed out above, fectlon 3098 of the statutes
requires thst all money derived from the sales of
articles manufactured in any of the industrles shall
be devoslted in the State Treasury to the ecredit of
the *revolving fund' and the *earning fund"., The part

e
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of the money credited to the revolving fund can only
be used for the purchase of raw materizl, machinery
and other eaouloment or in the erection of bvulldings
or msking improvements in plants and for outside help
in connection with the industries carrled on by the
Devartment of Corrections., The "earning fund® is to
be used for the oneration of the onrison,

Section 9099 R. f. Mo. 1939 resds as follows:

"Sald commission shall, at the end of each
fiscal year, ascertain and determine from the
books and recorde and accounte so0 kept showlng
the buslness overation ¢f the penitentiary,
and shall determine what nrofits, if any,
above the actual running and overating
expenses of the prilgson, including the keep
of the prisoners, have been made from all
business conducted by the state, together
with all the revenue recelved from congracts
of such orisoners in accordance with the
provisione herelnsbove in this article set
forth; and 1f & profit has accrued from all
the sources of revenue from the labor of the
prisoners in any line and upon any, work above
the actual running exovenses of the prison and
the business conducted thereln, including
the keep of the convictes, then such profits
shall be drawn from the 'earninge of the
Missouri penitentizry fund! and decosited
in the state treasury to the credit of the
“fund hereln created, known and degignated.
ag the 'convicts' relief fund,' which sald
fund shall be under the management of said
commisgion, and from which they shall be
authorized from time to time to draw such
moneye for the relief of the dependents of
any conviet as the commlssion in its Judg-
ment may deem meet =nd proper,"

'The foregoing section reguiresg that =t the end
of each filsczl year the Depertment of Corrections
shall sudit its records and determine whether a vrofit
has been made from all the operatione under 1ts control.
To determine thzt profit there would be deducted from
the gross receiptg of all sales of manufactured articles,
the cost of the raw msterisls which entered 1nto ezld
articles and the cost of the actual running and operating
expences of the prison. This statute contemplates that
the Department of Correcthlons conslder sll the prison




sctivities as a whole, rather than considering the
penltentizary =s one »nrolect and the industries as
anothsr,

e see no need for requisitions and warrants
being ucsed for each transaction. The Devzrtment of
Corrections 18 in charge of all the transactions and
a system o7 debits end credite ghould be zuffiecient
to enable the department to credlt proper funds with
receipts as required by Sections 9098 and to determine
the net orofit of &8l11 buginess operations a8 required
by %eetlion 9099,

onclusion

It is, therefore, the oplnion of this offilece that
a gystem of debits and credlts may be uszed by the
Department of Correctlons to effeect transactlons
between the various industries onerated in connection
with the penitentlary and between the penitentiary
and sald industries and that it 1s not necessary that
each transaction be evidenced by reaquisitione #nd the
issuance of warrants in nayment of reguisitionsd -7
articles. ' o n

Yours very truly,

Harry H. ¥ay
Asgistant Attorney Cenersl

APPROVED:

Je. E. Taylor
Attorney General
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