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TRUST COMPANIES: 
INVESTING IN STOCK: 
OF S~~LL. LOAN : 

Trust companies are not authorized 
to invest in the stock of small loan 
companies. 

COMPANIES. : 

I.lr. Fl. ~,'J. liol t 
Commiss:toner of l··inance 
Jefferson City, Uo, 

Dear tir. Holt: 

I.le..y 16, 1941. 

FILED 

rrhis in reply to yours of recent date, wherein you 
request an opinion from this depal"'tment on the follovling 
question which was submitted to you by Ur. J·oaeph Boxerr:1an 
of st. Louis, Missouri. Llr. Boxerman' s statement and re
quest is as follov1s: 

.. 
11 I represent a bc,nk which has under 
consideration to clw.nc;e to o. ~~1 rt.1st 
Co:.npany, and ywulcl like to have the 
interpretation of your department of 
Section 5429 H. G. lilo. 1929, ParacPaph 
9 1 which provides tllat a ~L'I'11St CoHpe.ny 
shall not invN>t or keep invostorl in 
stoclr of s:ny 11rivette co,r~Joro.tion an 
amount in excess ol' 15~~, of tho capital 
aB.d iJ\).I'plus i\mc!. of suc:i1 ri1rus t Cm;,.:';w.ny, 
but, t:mt tLio limitation shall not 
apply m:JDi."l[~ otllcr things to tho owner
ship by such 'l1rust Company of' a part 
or all o:i.' tho canit.ctl steele of a 
corporation, organized undor the lavrs 
of this State, for tho prin.cipal pur
pose of issuinrr, de1)entures or loaninr; 
money on real estate or dealinc in or 
cuaranteeinc tlle payment of roal 
estate securities, or invostinc in 
other securities in which Trust Companies 
nw.y invest under tlle Chapter pertaining 
to 11rus t Companies. 
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"Particularly, I am interested te> know 
whether a Trust Company can own a part 
or all of the capital of a loan·company1 
organized under the Loan and Investment 
Act. I believe that the Industrial Loan 
Company and the Industrial Bank and Trust 
Company, l.ocated at 901 Washington Avenue, 
this City, has a somewhat similar arrange ... 
ment to which I make reference." 

The answer to your request will depend on the statutes 
u.nder which trust companies act in this state. Section 8024, 
Article 3, Chapter 39, R, s. !1fo. 1939, states the powers and 
purposes of trust companies organized in this state. 

Subsection 1 of this section, authorizes such companies 
to receive m.oney in trust and to pay interest thereon, 

Subsection 2, authorizes them to recei.ve .for and hold 
on deposit personal property for safekeeping. 

Subsection 3, authorizes them to execute trusts. 

Subsection 4, authorizes them to accept and l1.old. by 
order, judgment or decree of an:y court gifts, grants. 
assignments, transfers, devises or bequests and to execute 
trust agreements. 

Subsection 5, authorizes them to execute bonds. 

Subsection 6• authorizes them to act as agencies and 
authorities for persons o:r> corporations in the management# 
or control of real or personal property, 

Subsection 7 ~ authorizes th€ml to act as fiscal or 
transfer agent of the United States,. or any state or sub
division thereof to receive and disburse money, to transfer, 
register and countersign certif1~tes of stock, etc.'. 

Subsection a, authorizes them '.to execute trusts for 
married women in respect to their sepal:' ate property, and to 
act as agent. 
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Subsection 9, authorizes them to act as executor and 
trustee 1mder a will, or as a.cL>ninistrator with or vlithout 
the vrill e.Tmoxed, oi' the estate of cleceasec.l persons, or 
as r:uardians or curators of disabled uersons. 

~ -
Subsection 10; authorizes them to discount and nego

tiate prmnissory notes, drafts, etc; to buy and sell coin 
and bullion; to loan money on real estate and personal 
property; to execute and issue its notes; to pledge its 
nmrtgages.on real estate held on its real estate subject 
to certain limitations. 

Subsection 11, authorizes them to buy, invest in and 
sell bonds,- and all kincls of nec;otiablo paper issued by 
governnental agencies. 

S;ubsection 12, authorizes them to accept for payment, 
at fut1I:(.'G dates, ctrafts drm111. upon the:n1 by cus~omers and 
to issue letters of credit subject to certain limitations. 

Subsection 13., authorizes them to p~u·clmse and hold, 
for tho purpose of beco;~1ing :::-,lambers of federal reserve 
banks, so much of tho capital stock thorcof as \\rill 
qualify them. for meEtborship in such bank. 

Subsection. 14, authorizes them to purchase and hold 
real estate f'or certain purposes therein mentioned. 

Su.bsection 15, authorizes them. to pt}.rchaso anc1 SlJ.b

scribe for stock in the Federal Deposit Insurance Corpora
tion. 

Subsection 16, provides for the ri::::;hts and liabili
ties of such trust cor;lpanies, in case tlloy do hold stock 
in a Federal Dor)osit Insurance Oorporatio::.1.. 

Vie have particularly set out the provisions of said 
iJection 8024, supra, and from these provisions it vlill bo 
seen that the trunt comp::my does not have author•ity to 
invest in the stock of a sLmll loan compan.y. Section 8032 
of Article 3 of Chapter 39, H. 8. !.Io. 1939, sets out the 
restrictions, on loans, purcha.sea of securities and 
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liabilities to trust companies, of any persona. The only 
portion of this section, under which a trust company might 
malce the investments inquired about in yo11r request,. is 
set out in Subsection 9 of said section, This reads as 
follows; 

"Shall not invest or keep investedin 
the stoclc of any private corporation 
an.amount in exaess of fifteen per 
centum of the capital and surplus rand 
of such trust company; nor shall it 
purclmse or continue to hold stock of 
another bank or trust company if' by 
such purchase or continued investment 
the total stock of such other bank or 
trust compan.y owned and held by it as 
collateral will exceed fifteen per 
centum of the stock o:f such other bank 
or trust company: Provided, however, 
that this limitation shSll not apply 
to the ownership of the capi tar s.tock 
of a safe deposit company, the vaults 
o:f which are connected with or adjacent 
to an o.f.fic-e of such trust company 1 
nor to the OVInorship by such trust 
company or its .stoeltholders of a part 
or all of' the capital stook of ana 
bank organized under the laws of the 
United States or of this state- no1 ... 
to the ovm,eP.Ii!P.ip of a part or all of 
tno capital of one corporation# 
organized unrler the laviS of this state • 
for the principal purpose of receiving 
savinGS deposits or issuing debentures 
or loanine; money on r:eal estate or ' 
dealinc; in or guaranteeing the payment 
of ree.l estate securities~ or investing 
in other securities in which trust 
companies may invest under this chapter, 
nor to the continued ownership of' stocks 
lawfully acquired prior to the first day 
of January, A. D. 1915." 
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The first part of this subdiv"ision prohibits the 
·trust company from ovn11ng stock of any private'corporation 
in excess of fifteen ( 157~) per cent of the capital and . 
surplus fund of such trust company. The proviso clause, 
at the end of Subsection 9 provides that the limitation 
in said Subsection 9 shall not prevent such trust company 
":from investing in other securities in which trust 
companies may invest under this chapter" (Chapter 39). 

The only securities which trust cor1panies may invest 
in under Chapter 39 are those mentioned in Section 8024, 
hereinbefore cited, and in Section 6032. Reviewing the 
provisions of' Section 8032, we t'a.il to find where a trust 
company would be authorized to invest in the capital stock 
of a small loan. , 

We refer you to our opinion,. dated April 3rd, on the 
question of banks and baidng and small loan business. In 
that opinion we refer to the Hadley case cited in 15? Mo. 
App. 557. That was a case in which a trust company was· 
attempting to engaee in the banking business. At 1. c. 
564 the court, in apeal~ing of' the powers .. of the trust 
company to enr;age in banklnr; business, said: 

"The ninth clause of section 1124, 
Revised Statutes 1909., authorizes 
t~ust companies 'to buy and sell 
all kinds of government~ state, 
municipal and other bonds, and all 
kinde of negotiable and non-nee;oti
able paper, stocks.·and other in .. 
vestmont securities. v The grant 
or authority to buy and sell stocks 
and other investment securities as 
comraercial conmodit1es carries with 
it neither the express nor implied 
authority to purchase the stock oi' 
other corporations for the purpose 
of controlling their management. 
(DeLavergne Co. v. Ger.man Savings 
Inst.,; 175 u. s. 40.) Nor to use 
the power conferred by law for the 
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purpose of indh'ectly engaging in 
business activities .forbidden to the 
corporation by the express provisions 
of the statute. The act of the 
Bankers Trust Company in controlling 
the management of the Kansas bank 
through tho ownership of a large 
majority of the stock of the ho.nl\: 
was not buying and selling stocks 
within the meeninc of the statute~ 
but was e. clear end .flagrant evasion 
end violation of the law • ·~t -~ .;r -~ o~c. *" 

We think the authorities and reasoning used in the 
opinion, dated April .Srd, are applicable here and 
especially that portion of the.opinion appearing on page 
5~ 6 and 7 thereof • and we respectfully refer you t..."lereto. 
We are enclosing a copy of the opinion of April 3rd, with 
this opinion. in order that you may forward a copy of it 
to the attorney who made the request f'or .. this opinion. 

CONCLUSION 

From the foregoing,'it is the opinion of this depart
ment that trust companies are not.authorized to invest in 
and own any part of the capital stock of a loan company 
organized under the Loan and Investment Act of this state. 

Respectfully submitted, 

TYHE W. BURTON 
Assistant Attorney General 

,, 

APPROVED: 

VAUE c. THURLO 
(Acting) Attorney-General 

TWBsLB 
Encl. 


