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Tavror v. CRAWFORD.
4-2944. .
Opinion delivered April 24, 1933.

1. BANKS AND BANKING—PREFERENCE ON INSOLVENCY.—Where a

bank, with knowledge of landlord’s liens, sold tenant’s crops and
. collected and held the identical proceeds thereof, upon the bank’s
insolvency the landlord’s liens constituted-a preferred claim under
Acts 1929, No. 107, § 1 (6).

2. BANKS AND BANKING—PREFERRED CLAIMS. —Landlm ds are entitled
in equity to enforce their liens on the proceeds of tenants’ crops
in the hands of an insolvent bank, which directed the sale of
such crops and collected and retained the proceeds thereof.

3. LANDLORD AND TENANT—LIEN—LIMITATION.—A landlord’s lien,
not filed within six months after the rent became due, is barred
by Crawford & Moses’ Dig., § 6889.

Appeal from J efferson Chancery Court; Ham;ey R.
Lucas, Chancellor ; affirmed.
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STATEMENT BY THE COURT.
This appeal is. from a decree ad;]udglng certain claims
of landlord’s liens entitled to preferred payment out of
the assets of .a failed bank in the hands of the Bank Com-
missioner for liquidation. ‘
In the year 1930 the Merchants’ & Planters Bdnk

& Trust Company of Pine Bluff made an agreement with
W. K. Massey, of Gould, Arkansas, to furnish funds out
of which to make and gather a cotton crop on lands con-
trolled and farmed by W. E. Massey. Massey executed
a mortgage to the bank on all of the cotton grown by him
on various tracts. of land near Gould. The bank was
taken over by the Bank Commissioner on November 22,
1930, as insolvent. At the time the bank begun to furnish
money  to him, it was advised and proceeded with full
knowledge of the fact that Mrs. J. W. Crawford, William
Zachrich, B. F. Hatley and C. H. Holthoff were owners
of lands rented to'W. E. Massey and his tenants for the
year 1930, and that said parties did not waive their land-
lord’s lien on the erops for rent. During the fall of 1930,
and before the crop was harvested, the”Merchants’ &
Planters’ Bank & Trust Company, through its president;
J. W. Jones, and cashier, Jim MecClelland, instructed
W. E. Massey to gather the cotton on the rented lands, to
pay. the expenses of gathering and ginning, to sell the
cotton and attach drafts for the sale price -to bills of
lading and send them to the Merchants’ & Planters’ Bank
& Trust Company for collection and eredit to Massey’s-
account. The bank had supervision over the making,
gathering and sale of the.crops, and the cotton was gath-
ered and sold under its direction. Massey. was author-
ized to draw checks payable to the landlords for the
amounts of rent due each and his. checks so drawn were.
honored by the bank under its agreement to collect the.
drafts, attached to bills of lading, and in that manrier
remitted to the landlords by Massey’ s ‘checks the rent as
the cotton was sold. o
- All of the proceeds from the sale of the cotton men-
tloned dnd described in the several interventions were
received by the Merchants & Planters’ Bank, and a por-
" tion of the cotton was sold prior to the t1me the bank
falled ‘and the remainder of it sold afterwards.
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The Bank Commissioner-denied any obligations for

rent ; denied any knowledge of any official of the bank that
the cotton received or the proceeds:therefrom was: sith-
“jeet to the payment of rent; denied that.any liability
should be adjudged as preferred claims’; and pleaded the
statute of limitations the six:months’ statute as agamst
the landlord lien in the B. F.. Hatley claim.:

- The several interventions alleged the rentmg of cer-
tain lands to W. E. Massey for the year 1930, the amount
of rent agreed to be paid, the amount of cottonpro’duced
and harvested from the-lands and the value of it, ‘which.
was delivered to the Merchants*& Plantéers’ Bank before
it closed its "doors; that -the landlord’s: lien: wasnot’
waived by intervener, and the:bank iwas notified after it
had closed and demand made for the rent due, and: prayed
that it be adjudged a prior claim. < .-+ 0 o Tt

The liquidation of the bank was: begun November 22,
1930, -and the Bank Comm1ss1oner ﬁled thls‘case and in-
ventorv on November 29, 1930.: RIS

. The 'interventions ‘were- consohdated for trial, and

' the chancellor found ‘the-bank-had charge of interveners’ -
cotton with the:full knowledge of their .prior‘liens, that
it ‘collected and received all funds from: the- sale. of .the-
cotton, and that said-bank.was:in possession of the pro-
ceeds of the sale-of the cotton at the time it became ingol-
vent- and- ceased. to-:be -a’ going concern, and decided in
favor of the interveners for the.tull :amount claimed: and’
adjudged same:to be -a. prlor and preferred clalm from.
Whrch decree this'appeal is prosecuted.... " AR

* Bridges, McGaughiy & Bridges, for- appellant
~EW.Brockwian, for appellee "‘ o
’ KIRm J., (aftel statlng fhe’ facts) Tt is 1llslsted that
the court erred in holdmn* the clarms of 1nterveners for‘
11ens to be priof claims. © 7 o
" The testimony is v1rtua]ly undlsputed that W. B.
Massey and the Merchiants’ & Planters” Bank & Trust’
Company furnished the tenants to work the lands rentéd’
- from the interverers in 1930, and that’ the’ 1nterveners‘
did not Waive ‘their landlord’s liens for Yent. That Mas-
" sey executed a statement in wntmg, 'which was delivered’
to and accepted by the bank, showing the amount of
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“rents due- each respective-intervener for rent-upon his
Jands for that year, and that the landlord’silieir’had not
béen waived thereon; that the bank, acting with' Massey

_in'pursuance of its oral agreement and with . full'knowl-
‘edge of ' the -interveners’: priof - claims, “furnished’ ‘the
money ‘withwhich- to’ make ‘and’ gather :the .cotton;: and

~ sold the crop-off:the interveners’ lands. as’alleged -and
‘received the proce®ds of the sale thereof; agreéing to pay
the rents out of such proceeds-when collected -that' the
proceeds off'the 'sales had mot' been remitted when the
‘bank was'declared insolvent; and:said proceeds: have had
‘& ‘distinetive identity in' the’ hands of said bank, have ac-

'tually ‘inereased its -assets and 'did nét result from shift-
ing its liability from-one of its credltors to'another; and
that the mterveners at the t1me we1e not 1ndebted to -

'thebank e Fba e

i No error was commrtted in holdmg the claims “of .
1nterveners for landlord s llens for rent as pr101 claims.

"Section 1, a8t 107 of 1927 in' descrlbmg the classes of
preferred credltors ona bank s 1nsolvency, in palt 1eads
as follows i

T (6)' _The “owner of the’ proceeds ‘of" a ,collectron
made byisald bank and ‘not remltted by 1t or of whlch
remlttance has not been paid, When such’ collectlon was
made otherw1se than by honormg a chéck or other order
upon said bank or by a charge agamst the account of the
depositor of sa1d bank and the; said collect1on has hiad 'a
d1st1nct1ve 1dent1ty 1n the hands’ of sa1d bank has actually'
1ncreased its' cash assets and has not resulted in merely
shifting its 11ab111ty upon its book fre om one of 1ts cred-
1tors to another or new bredltor SO

" 'When the bank undertook to and dlrected the sale
and d1spos1t10n of the cotton grown on 1nterveners landS‘
and collected the drafts drawn on the purchasers for the
sale Jprice and to pay therefrom the rents due’ and .after-
‘wards became lnsolvent and was taken over by the Bankr
Commlsswner all money commg “into its hands as ‘col-
lectlons on the, rents const1tuted prefem ed cla1ms in favor
of the landlords Home Life Ins Co. v, Taylor 186_ Ark
768 Taylor y. Comfmg Bank .c@ Trust Co 183 Atk. 757
38 S w. (2d) 557. - .

R
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It is true the appellees were not the- owners of . the’

cotton which the bank sold, but.they had a lien thereon

of which the bank had knowledge, and the -appellees’pur-
sued the proper remedy to impress their liens on the pro-
ceeds of the crops raised on their lands which equity will
fix on.the proceeds in the hands of the bank. Judge-v.
Curtis, 72 Ark. 132, 78 S. W. 746; and Murphy v. Myar,
95 Ark 32,128 8. W 359. Im the latter case it was said:
“The appellee had a lien on this cotton for:-the pay-
ment of the rent of the land; and, after appellants had,
with notice of his rights, purchased the cotton.from his
tenant, and by sale had wrongfully converted it, the ap-
pellee had a rlght to ﬁx his lien on the proceeds thereof
in equity, and in the court to obtam Judoment avamst

. appellant therefor.”’

Appellees did not seek to enforce a hen agamst the‘

~ property of the .bank, but only to fix their statutory lien

on the proceeds of the cotton raised on their lands, which

‘cotton the bank took charge of and sold with notice of

their lien.

© Massey was operatlng under orders from the bank
in making the sales of the cotton and having the ‘collec-
tions made by the bank, and, while they were. dep0s1ted in
his account there in h1s name, he was restricted in his
right to check on such account by stlpulatlon that the
checks would not be honored except for the payment of
the rents on the lands due for that year..

It is true the appellees were not depos1tors in fhe
bank, but it had full knowledge of the appellees first lien,
undertook with Massey to sell the crops, the bank belncr
allowed to make the .collections, and necessarily in-
creased-its assets to the amount of appellees’ rents, and
afterwards closed its doors, ceasmg to function, with
the amount of appellees’ rents still in its possessmn The:
bank recognized that the interveners had a prior claim
for the payment of their rents due out of the amounts
collected for the cotton sold, upon which they had a
lien for payment of the rents, and honored all the checks
drawn by Massey in payment of such rents out of such
account and proceeds, having agreed to do so before the
money was collected by them and placed 1n the account
to Massey’s credit.



The-bank knew :that the proceeds of the sale.of the
cotton by it and’ credited to the account of ‘Massey was
subjéct to the payment of his check on such account for
the rents of the lands or farms cnltlvated by him, as the
bank. also understood to.be the.case when. the credlt of
the collections was: made. . The collections from.the sale
of the cotton had a- distinctive identity in the hands of
the bank, actually increased its cash assets, not: resulting
from merely shifting its liability upon its books from one -
of its credltors to another or t6'a new creditor, and,

under the’ provisions of the statute and the mrcumstances o

of this case,.the claims of the 1nterveners, the..claim of
B. F. Hatley excepted: as-already- stated, were: entitled
to priority of-payment:and-the chancellor did-net err in
S0 holdlng ‘The’ decree 18 accordmgly aﬁirmed i

The ‘B. F Ha.tley clann in the sum, of $35O allowed
by the, chaneellor in the sum of $199 07.as.a. prior claim,
was barred by the six months’ statute of: limitations.. The

rent-note was'due ‘November 15,1930, and ‘the landlord’s -

lien‘only continued- for six months after the rent became
due and payable, and, thé"claim not'being filed until
March 12, 1932, the hen -was long.barred.and. the -claim
not entrtled to payment and the court erred in. not 80
holding. , Section 6889, Crawford&Moses Dlo*est Cocke
V. Cla,usen 67 Ark 455,55 S W. 846.

The decree as to the Hatley clalm is reversed and
sald elalm dlsmlssed .
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