
- :NVESTMENT CERTIFICATES: 

Hon . Neal J . Ros s , 
Commissioner of Securities , 
s ecretary of State, 
Jefferson City, issouri. 

Dear Sir: 

Investment certificates used by 
corporations making loans on 
automobiles are under the super\·ision 
of the Securities Dep ' t . of the St~te 
ot Mo . 

Fl. LED 
r I l )' 

This department is in r e ceipt of your letter in whi ch 
you r eouest an opinion from t his depnrtment as to t he following 
state of facts : 

" ' The l'issouri Securities Act er.tbodies a con­
cise definition of the word ' security' as 
i nt ended by t he 4ct . 

During t he past sever al years, various chattel 
loan corporations maki ng loans on automobiles 
have used a so-called ' invcst- ent certificate ' 
i n connectivn with such loans. That is , instead 
of oper~ting under the ~all loan a ct supervised 
by t he Commission.,r of Finance, they have ~uali­
fied t hoir 'investment certific~tes' under t he 
Securities Act, thus placing t heir operations 
under the supervision or this n~partment . 

On July 24, 1933 the new a endmont to the ~oan 
and Investa ent Company Act becane effective. on 
page 2 or t he House :3111, l ines 20 and 21, the 
l ocislature has added the words ' nor to constitute 
a violation of any other law• , and added provisions 
following this clause. It is contended thst the 
legi slatur o intended this t o mean tl:.a.t t he issuance 
of investment certificates wi l l not constitute a 
violation of t he Securities •ct . It is argued t~at 
t~ero are only t wo acts of t~e st~tut e s t ~t could 
be violated by t~e issuance of tlose certificates: 
one is tho usury act, and tl.e other t he Securi ti s 
•ct. 

It is f urther a rgued t hat t t c wi t l.drawal c"'ar gca 
whi cr mi~ht have been permitted under t he old law 
are now prohibited by the addition of t he s oct i on 
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starting with line 40 and ending with line 48 
on page . 3. 'l'he new section provides for a 
cash surrender value or otf-set of any amounts 
paid under t he cert1ficcte . 1t t s s~ id that 

/ there can never be a situati on where the company 
owes the borrower ~ore money than the borrower 
owes the loaning company, t herefore t here could 
nover be any f raud upon tho borro . er in t he 
issuance of t hese certificates . 

It is stated t hat these •certificates issued in 
connection wi t h a loan ' are not tho same type of 
certi f i cate a s would be used for savings purposes . 
They are not an investment, but are solely used 
when a loan is made. It is argued t hat , while 
t he Securities Ac t calls for t he r egistration of 
certifica t es of indebtedness or evidence of in­
debtedne~s , yet it does not call for •an evidence 
or certificate of indeb t edness or of investment 
issued in connect i on with or used a s securi ty 
for such not e or loan.' 

~ "' * 
A considerable number of such loan compani es, in 
the past row years , have registered their cert i fi­
cates in t~i s Department. Such r e"istration pro­
vides r evenue for t he State, and also in::mres 
supervi s i on by the State. In a recent case , we 
cancelled registration of Southern Loan &. I nvestment 
Co . , and have r ut the~ out of business , at least 
t eoporarily while their mandamus suit is pending. 
It tho nonly amended Loan and Investment Company 
Act t akes t bcso certificates away from re~1 stra­
tion in t his Department , i t elimin~tos all State 
supervision of t hese chattel loans on automob iles . 

The Securities Act defines a ' security ' , and in 
my opinion cover s these certificates of indebtedness . 
However, the language ' nor to constitute a v lola­
tion or any other law' is contended eltminates 
by i mplication, at least, the necessity for 
registra tion under t he Securities ~c t . ill you 
ki ndly f avor me with your opi nion in t he pr emi ses? ' " 

I. 

Chapt er 40, R. s • .Mo. 1929, known as the "Securities 12!:_ 
partment", provides tor-the-rigistration £! ail-sicurities . 

Section 7725, R. d . !~ . 1929, provides as 
follows : 
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"No person, either a cting personall y or 
t hrough an agent, or as the agent o~ 
another , shall on and after t he da te when 
t his chapter goes into e~fect sell any 
s ecurity to any person in t he Stat e o~ 
Missouri contrary to the provisions o~ 
t hi s chapt er . " 

A "security" is defined under t he Act in Sec . 7724, B. S . 
Lo. 1929, sub- section (e) as follows : 

" ' The term 'security' or 'securities' 
shall include any note , stock, treasury 
stock, bond, debentur e , evidence or 
indebtedness, transferable certificate 
of interest or Tarticipation , interim 
cert1t1catm or r eceipts , cer tificate of 
inter est in a profit-sharin8 agreement, 
certificate of interest in an oil , gas, 
or nining lease, col lat eral t rust cer­
tificate or any t r ansferabl e share, 
invest ment contract, or benefic ial inter est 
in or title to ~roperty or profits, pre­
organization certif icat e or receipts, 
or any other instrument commonly known 
nn a security.'" 

II. 

Section 4982, J~aws of J'o . 1933, ."e• 200 J>rotides 
for t he EOW'irs of l onn compaiil'es rerat'i ve ...£ 
CE.iirges .2!1 loans. 

Section 4 982, Laws of ·o . p . 200 , provides i n part as 
follows: 

"In addition to the general powers con­
ferred upon corpor a tions by articles 1 
and 7 of said chapter 32 , R. S . 1929, as 
BI:lended, ever y loan and invest ,"'ent co J)any 
organized under the pr ovisions of this 
articl e shall have t he following powers : 

First: To lend money t o any person, 
firm or corpora tion , secured by the obliga­
tion of such person, fi r m or corpor ation, 
or otherwise. 

s econd: To sell or o~fer tor salo its 
secured or unsecured evidence• or certifi­
cates of indabtednoss or of investment and 
to r eceive from investors t her ein or purchasers 
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thereof payments therefor in installments 
or other wise with or without allowance or 
interest on such instal1ments, whether 
such evidences or certificates of indebted­
ness or of investment be hypothec~ted for 
a loan or not , and to ent er into contracts 
in tho nature of a pl edge or otherwise with 
said investors or purclasers with regard 
to said evidences or certificates or in­
debtedness or of invest ment securing any 
loan, and no such transaction shall i n any 
~ be""Co'natrued to effect the rate Of 
Interest on sueS loan, nor t o constitUte 
~ viola tion of any-other law, conditioned 
t hat t here be compliance with the li ~ita­
tions thereon in t his section contained. ****" 

III. 

Section ~, Laws .2!, 1...0 . 1933 , R.• 200 ~ ,!!2! take 
from the juris!Ieiion Of the Securitris Departr.e~ 
InVestment certificates-in-connection with loans 
on automobiles . ---
It will be noted in r eferring to ~action 4982, La~s of 

'o . 1933 t hat this Act mer ol y confers additional powers t o loan 
and invest ment companies and doe s not in any manner attempt t o 
r emove fron the juri sdiction of t he Securit ies Dopart nent the 
supervision of the certificates of indebtedness. It mer ely pro­
vides that ~ loan and investment company rnay sell or offer tor 
sale its secured or unsecur ed evidences or certifi cates or 
indebtedness or of investment. It gives t o such corpora tion the 
power to i ssue certifica tes, but nowher e in t he Act can t her o be 
found ~ny provision exempting such company from the provisions 
of t he Securities \ct, a s found i n Chap. 40, ~ . s . . o . 1929 . 

The argument that t he wor ds "nor t o constitut e a viola tion 
of any other law« are suf f icient to r emove the certifi ca t e s from 
t he juri s diction of t he Securities Department i s without ~crit 
f or the reason t hat the words "nor t o cons titute a viol ation or 
any other law" merel y signify an intent ion on tho part of the 
Legislature that no law sh~ll i nterfere with tho Eower or such 
loan and investment company to i nsue such certificates . However, 
Section 4982 , s upra, does not destroy t he conditions precedent to 
t he actual s ale of these certificates a s set up 1 1 the Securities 
Ac t in Chapter 40 , R. S. ~ o . 1929. The pl o.n nhoreby loan and invest­
ment compani es may issue certificates of indebtedness i s explai ned 
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in your letter as follows : 

" ' For each 100 loan, the company took a 
note ~or $100 payable within a year without 
interest. \ t the snme ti~e it 'sold' the 
borrower tor 100 an investment certificate 
having a face value ot $100. The price or 
t he certificate was to be paid ~or by the 
borrower in installments within a year, on 
terms complying with the Loan and Inve stment 
Comnany Act as acended in 1929 . The investment 
certificate was to mature and is payable to 
the borrower five years a fter it s date, and 
with interest. It the borrower paid the loan 
in installments within a year in accordance 
with the terms of the ~ended Loan and Invest­
ment Company Act and also paid t he certi~icate, 
he ~ould r eceive his t lOO with interest at 6~ 
for four years, upon expiration or the five 
year maturity date . I~ ho did not caro to 
continue with the investment certificate he 
could surrender t he certificate tor t he aaount 
paid 1n less a withdrawal charge. Suoh with­
drawal charge was indete~inate , and depended 
upon t he whim and demand of t he loaning company.'" 

If the Amended Loan and I nvestment Company Ac t , Sec . 4982, 
supra, takes these certifi cates away from registration in the 
Securities Departnent , it elimi nates all state supervision or 
t hese chattel loans on automobiles. It certainly cannot be said 
to have been t he intention of the Legislature t o produce this 
result . s ee . 7753, R. s . Uo . 1929, under the Securities Act, 
provides as follows : 

"Nothing in this chapter shall be construed 
to relieve corporations from naking reports 
now or hereattor requi red by law to be made 
to t he Secr etary o~ St ate, or paying the 
tees now or hereafter to be paid by corpora­
tions . This chapter shall not b e construed 
to repeal any law now in force regulating 
t he organization of corpor~tions in this 
state or the admission or any foreign corpo­
ration, but the provisions of this chapter 
shall be--cQ'nitrued to be adQI't"ff'ilal to afl 
provisiOn rela ting tO the organization o 
a corporation under~~e-faws of the State or 
Missouri or the adD11iifoii'""'Of atoreign -
corporation to do business In-this state . " 

This section clearly shows t hat t he s ecurities 4ct is in 
addition to any provision relating to t he organization of corporations . 
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Section 4982 , supra , has to do with additional power s conferred 
upon loan and invest• ent companies and r el ates to the or~aniza­
tion of corporat i ons . The Securi t i eo Act is in addi tion to ~ny 
provi s i on r el a ting to t he or gani zation or powers of cor porations . 

It is t her efore the opi nion of this depart ment that t he 
investment certifica tes usod by chat tel loan compani es in making 
loans on automobiles , as cet out i n your l et t er t o us , are such 
securities as are contemplated by the Securities Act as round in 
Chapt er 40, R. S. Mo . 1929; and tho ~ended Loan and I nves t ment 
Company Act, Section 4982, supra, does not in any way exempt or 
r emove the securit ies from the j uri sdi ction of the s ecuri ties 
Department of tho s t a t e of Mi ssouri. 

APPROV"':D: 

JWH: AH 

ROY r cKI 'rTRICK, 
Attorney General 

Respectfull y subn1tted , 

Jom· -; . HOFY \1 , J r ., 
As s istant ~ttornoy General. 


