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~~~1'Y COURT ) . County Court may not abandon compound .. 
) l · interest thereon and accept simple i n­

SCHOOL FUND LOAN) ;terest in l ieu thereof. 
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lion . W .L. Mitchell 
Judge of County Court 
Carroll County 
Bosworth , M.issouri 

Dear ~ir: 

!o2 

This department is in receipt of your letter 
of J'anuar y 3 , 1938, i n which you request an opinion 
as follows: 

ni woul d be pleased it you 
would g1Te me a legal opinion 
i n r egard to whether the County 
Court has the right to com­
promise in~eres t on County 
School loans t 

• These not es are ~ritten in­
teres t payable yearly and if not 
so paid to be compounded a t the 
same rate of interest . 

•HaTe v~ the right to ' accept 
s traight simple interest as a 
compromise . • 

Se ction 9243 , R.s . Missouri, 1 929 , is in part 
as follows: 

"It is hereby made t he duty or 
t he se-reral county courts or this 
s t ate to diligently collect, pre­
serve and securely invest, a t the ~ 

highest rate or interest t hat can 
be obtained , not exceeding eight 
nor le ss than four per cent. per 

· annum, on unencumbered r ea l estate 

I 
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s ecurity, worth at all times 
a t least double the sum loaned, 
and may, in its discretion, re­
quire personal security in a d­
dition t hereto, t he proceeds ot 
all moneys , stocks , bonds and 
ot her property belonging to the 
county school fund;• 

$action 9250, R.S . Miasouri, 1 929, is as folloWS% 

"thenever there shall be in the 
county treasury any JOOney be-
longing to the capital of the 
s chool fund or any township 
therein , t he county court ot 
such county shall loan the same 
f or the highest interest tha·t 
can be obtained, not exceeding 
eight nor less than f our per 
cent. per annum, upon con-
ditions and s ubject to the re-
strictions hereinatter set forth.• 

The t wo above sections make t he county courts of 
t he se veral counties trustees of the county school fund 
and t he township school fund. 

Section 9251 provides t he manner in· which town­
ship funds shall be inTested . By Section 9245 t he 
county school fund is required to be invest ed in the 
srune manner and u.nder t he same rules and r egula tions 
t hat apply to t he township school fund. ~ee-tion 9251 
is in part as follows : 

•when any moneya belonging to said 
funds s hal.l be l oaned by the county 
courts, they shall cause t he same 
to be secured by a mor-tgage in tee 
on r eal est a t e within t he ooun ty .• 
tree from all liens and encumbrances , 
of t he value of double th9 amount 
or the loan , with a bond, * * * * * 
* * * * the bond shall * * ~ * * ~ 
spe eiry the t ime when the pr incipal 
is payable, rate or interes t and 
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the time when payable; that i .n 
default ot payment of t he in­
ter est, annual17, or failure b7 
principal 1n the bond to g ive 
additional security when thereto 
lawtully required, both the 
princ ipal and interest shall be­
come due and payable forthwith, 
and that all interest not 
punctually paid shall bear in­
terest at the same rate or in­
terest ·as the principal." 

In St a t e ex rel. v. Johnson , 138 MO . App . l.c. 314, 
it i s sa i d : 

•The county courts ot Missouri 
a re creatures solely or statu­
tory origin and have no colJUOOn • 
law or equitable jurisdiction. • 

AJ.so, being solely of statutory origin, said courts have 
only the aut horitJ to do what is permitted t o be done by 
the statutes. lontgo.mery County v. Auchley, 103 Jl.o , 492. 
i.e find no statute authorizing the county court i n any 
manner to compromise the interes t d~e on a school fund l oan. 

This question has been before t he courts ot this 
stat e in t he case of ~.::Ontgomery County v. Auchley, 103 Mo • 
492 , l.c. 503, where it s a i d : 

"In Veal v. County Court , 15 Mo • 
412, the county court had loaned 
s chool funds at ten-per-cent. in­
terest, and afterwards , on the 
pe tition of t he inhabitants or the 
township to ~hich the funds loaned 
belonged, the court reduced the 
r a te or interes t t o six per cent. 
This court held t hat this order 
r educing the interes t was illegal, 
and Judge Scott, in r ef erring to 
these :t'unds and t he nature or the 
trust assumed by the county courts, 
in regard to them, said: •In relation 
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to t hese funds t he county courts 
are trus tees. They have no authority 
to dispose of t he' principal intrusted, 
or any of its interest, otherwise · 
t han is pres cribed by law. There 18 
no difference in this respect be­
tween t he principal and interest of 
t hese funds . It they can give away 
t he onel they can give away the 
other·. * * The welfare of the 
s tate is concerned i n t he education 
or the children. tihe has pro'fided 
and is providing means - f or that 
purpose, not only f or those now in 
exi s t ence, but for t hose who may 
come after them. The fund • as btis 
been s a id, i s u pe r manent one, ~d, 
i f every man, woman and chlld in a 
t ownship should petition the county 
court to give away, t hat which is 
by law intrusted to it for the edu­
ca tion of its children. it should 
without hesita tion reJect their 
pr ayer." 

( 

The compound intereet ,·,hich may become due on a 
s chool fund lo m is as .much a pbl' t (l r t he principal as i n 
t he s i mple int er est and under t he Auohley case , supra . t he 
court has no authority t o dispose or t he s ame,otherwise 
t han is di rected by l aw, i .e., to collect it when it be­
comes due. 

CO t>!CLUSIOH 

Therefore , it i s t he opinion of this department 
that the county court has no authority to accept less than 
is actually due on a county or township school fund loan. 
and may not abandon compound interest due thereon and ac­
cept sLmple i nterest in lieu tbereot. 

J..PPROVED by: 

Respectfully submitted• 

AUBREY R • HAJOIE'l'T 
Assistant Attorney General 

J .E. TAYLOR (Acting( a ttorney GeneJ"al 

U.B:VAL 


