SCHOOLS: County Court cannot discount or c&mprumisL

a loan made out of the school funds.

April 23, 1940

7)

Mr. A. ho Alexander
Conciliation Commissioner
Clinton County
Plattsburg, Missouri

FILED

Dear Sirs

We are In receiot of your recuest for an opinion,

dated April 12, 1940, which rsads as follows:

"Our prosecuting Attorney, kr. L. -e
Gennett, of Clinton “ounty, tells mse
that some weeks & .0 he asked the op-
inion of your office concerning the
power of the County “ourt to assent to
a compromise settlement of a school fund
loan, when the debtor had filed & pe-
tition in the Federal Court under
Seetion 75 of the Bankruptcy Act « the
section providing for Farmer lielief.

In this connection 1t was understood that
he should invite your attention to the
latest decision of the United States Sup-
reme Court upon that section, namely in
the case of Xalb et Ux vse Feuerstein

et Ux, 60 “upreme Court Reporter, page
343.

Mr. Sennett tells me your opinion has
not yet reached him. I happen to be
interezted 1in your opinion because I am
the “onciliation Commissioner before
whom the hearings are held.
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"The real question 1st: Can the Lounty
Court consent to a Compositi-n or
Extension of time as to an: overdue school
fund loan, when the debtor has sought
relief under said Section 75 of the
Bankruptey Act, as all other ereditors
may?

In view of the intentions of =ald Sectlion
75, and in the light of the Ealb decision,
supra, and other decisious, I had tiought
the County “ourt mi_ht do so, but I feel
that your opinion may be clarifying as to
the doubt that has arisen, and as the
Creditor's Meeting has been adjourned to
April 22nd, I am hopeful that your opinion
may be supplied at an carly date."

I am enclosing an opinion rendered by this office
on August 24, 138, to Honorable Glen W, Hucdleston,
Prosecuting Attorney of Carroll “ounty, ‘arrollton,
Missouri, 1In that opinion we held that the county
court cannot discount or compromise a loan made out
of the school funds.

In your request you mention the case of Kalb
et ux v. Feuerstein et ux., etc., 60 Sup. Cte. Rep.,
343, l.ce 348, In that case the court said:

"The mortgagees who sought to enforee

the mortgage after the petition was

duly filed in the bankruptey court, the
Walworth County Court that attempted to
grant the mortgzagees rellef, and the
sheriff who enforced the court's judimeat,
were all acting in violatlon of the coutrol-
ling Act of Longress. Decause that State
court had been deprived of all jurisdiction
or power to proceed with the foreclo=sure,
the confirmation of the sale, the execution
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of the sheriff's deed, the wrilt of assist-
ance, and the ejJection of appellants

from their property =-- to the extent based
upon the court's actions -« were all with-
out authority of law. Individual responsi-
bility for such unlawful acts must be de-
cided according to the law of the State.

We therefore express no opinion as to other
contentions based upon State law and raised
by appellees in support of the ‘udgments of
the Supreme Court of %“isconsine

This case merely holds that state laws cannot be en=
forced which violate the ‘razier-Lemke Act, This case
does not effect our previous opini-n, but, under Seec=-
tion 9243 R, S, Missouri, 1929, which 1s set out in our
previous opinion, it will be noticed that 1t specifically
is stated that "it is hereby made the duty of the several
county courts of this state to diligently collect, pre-
serve and securely invest * # # " In order that
the county court can preserve a school leoan, it will

be necessary that wher: the mortgagor has taken ad-
vantage of the Frazier-Lemke Act the county court would
not be violating Section 5243, supra, by extending the loan
even though duee The county court, by extending the loan
would be preserving the loan, which would be a first
mortgage on the farm iIn question after a full settlement
in the bankruptey courte This loan would be a preferred
acecount in the bankruptey courte Under the enclosed
opinion the county court could not compromise the loan
even though the compromise would bring more money than

if the farm was foreclosed at a later date.

CONCLUSION,

In view of the forezoing: authoritles, and enclosed
opinion, 1t is the opinion of this department that the
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county court may extend a loan which 1s past due
when the mortgagor has taken advantace nf the "razier-
Lemke Act.

Respectfully submitted,

e J. BURKE
Agsistant Attorney “encral

APPROVEDsS

”st’:!; R. I.”_!'f’IJ.I
(Acting) Attorney veneral
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