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!u~ 
Honor able u. if. Moberly 
Commissioner of Finance 
Jefferson City. Missouri 

Dear Mr. Uoberly: 

This i s to aCknowledge receipt of your letter of 
January 12., in which you request the opinion o~ this Depart­
ment . Your letter is as follows: 

"This Department heretofore has held 
that a li.cen see under the Small Loan 
Law could not withhold f unds from a 
borro~er for the purpose of paying the 
premium on an insurance pol icy covering 
personal property pleds ed as secur i ty 
for a loan. 

"I now have an inq1· iry from l.lr. John 
·.v . Creekmur, Attorney. Chicago . Illinois ., 
encl o sing a copy of an opinion of the 
Attorney General of the State of 
Illi ... ~ ois and an a pproved for m of Authori­
zation to Purcha se I nsurance. all bear­
ing upon the particular question referred 
to herein . The Small Loan Law of the 
State of Mi ssouri is substantiall y 
t he same as that of t he state of I l linoi s . 
particularly as to charges which may be 
made ., contracted for or received. In 
view of the opinion of the Attorne y 
General of t~e State of Illinois., 
bearing upon the quest ion of withho ld-
iP.g funds from t he borrower for the 
purpose of paying the insurance premium 
on personal property mortgaged to the 
licensee. I rould like a n opinion from 
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Your office on t ho oane questi on , in 
order that t he f u ture policies of this 
epartment, relative there to . cay be 

definitely establishe d . 

"For your informat::..on I am enclosing 
the letter received from Mr . Creekmur . 
tov~ther wi t h the copy of the opinion 
from the ; ttor .ey 'Jeneral of t h e State 
of Illinois and approved form of 
Auth orization to Purchase Insurance . 
\·rhlch enclosures yo-:.. \iill please return 
with t he opinion ~equested heroin . " 

As tTe undei•stand your question it i s whether or 
no t t he plan submitted to you , whereby the borro~er gives 
\'lritten a ut hori t y to t..~e "Snall Loan Cor:t,Jany" (lice see) 
to purcho.se insurance on t he property ~von as security to 
t e company t o secure the loa:1. , and \7hethor your Department 
may a pprove tho submit t ed Authorizat ion to Pul.,chase I:nsurance , 
enclosed with your request. 

·7e note t hat y ou say t hat you have heret ofo re he ld 
that a lie ensee under the Small Loan La.u could not u1 t hhold 
funds f rom a borrower ~or t ho purpo so of paying the T emi um 
on an insurance policy covorino po:.:• so • .al property pled.Bed as 
security for a loan. and wo o.gree uith t;h..at statement . 

und r t ho pr ovisio:1. s of t he " ...;ma.l l Loan \ ct." Section 
5556 . R. s . !:o . 1929 , it i s provided as follows: 

"I: very lic ensee her e ur.der r:ny loan money" 
not cxceqdir:g i n aoount t he S 'llll of . 300. 00.,1 
a .1d may char ge . contract for and r e ceive 
thereo~ interest o.t a rato not to exceed 
two and one - half por cen tum per month. 
Interest shall not be payable in advance 
or c ompou::ded ani s..~ll be co~puted on 
unpai d ba ! a nces. In add.itio . to the 
interest herein provided for , no further 
or other CharBC Ol" a::tOUnt wha tsoev.ar for 
any examir~t~on. services. brokerage ~ 
commission or other thing or otherwise 
shall be directly or indirectly charged, 
co ntracted for or received , except the 
foes o.llOTied by l aw actual.l y and nece ssar­
ily paid out by the 11cer soe to a ny public 
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officer f or fili ntJ , recordi.:~g or rel eas­
ing i n any public off ice any instrument 
securi nr; t he loan, which f ee mtl.y be 
collected when t ho loan is made or at 
any timo thereafter . No i nt erest or 
charge i n excess of t ho se permitted 
by thi s article shall be made , contract­
ed for or received , a nd if any such is 
charged, made , co,ltractod for or r eceived, 
the contract of l oan and all evidence 
t hereof and security and lien t herefor 
shall be void a nd of no e f fect , and the 
licensee shall have no right to collect 
or r eceive any princ ipal, i ntere st or 
charge wha tsoevor of or for such loan. " 

It will be noted that said section provides that 
i n addi tion to the interest • namely, t wo and ono- ha lf per 
centum per mont h . that no fur ther or other charge or amount 
whatsoever for ~ examination, services . brokerase: com;!s­
s!on or o€her-tnrng or o tfierw!se shall be directly or Irid!rect­fl charged , contr a c tea f or or rece!vea.-excent the recording 
e e s . And if t he licen"S'i'e doe s vio l ate any of tEO provlsiom 

of ~his section the contract of l oan and all evidence thereof 
and security a nd lien therefor s hall be void a nd of no effect, 
and t he licensee shall have no right t o co llect or receive 
any principal, interest or charge whatsoever of or for such 
loan . 

;;e do not think it advisable for your )apartment 
to e r_dor se any particular pla n of authorization to purchase 
i nsu.rance to secure the loans for t he reason t hat a particular 
plan as submit ted i n your lettor , handled i n a cer tain way , 
might oe i n direct violat ion of the «Small Loan \ c t " and we 
can reaily sec that e ndorsement of a cer~ain plan might 
be used as an excuse t o violate this act . .thile it is true 
that any approval given by your :apartment would no t in a ny 
way change the l aw. a nd if under a given state of facts the 
stat utes had boen violated t he loan might be void and of no 
effect. 

The "Small Loan Act" nas enacted fo r a very salutary 
purpose a nd t o correct certain evils grotrl.ng out of the ma.kill8 
of small l oans . 
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I n conne ction n i t h the opinion of the Attor~ey­
\.1eneral of Illinois we have c .xamimd the a ta tute s of Illinois, 
a nd particula~ Section 54, Chapter 74, I llinois Revised 
Statute s, 1935, and we f ind a direct provisi on of t he statute 
under t he Small Loan La\7 , aut horizing and empof1ering t he 
de part ment having super vision of t he Small Loan Act "to make 
and enforce such reas }nable relevant rule s, regulations . 
directions, orders , deci sions, and findings as may be necessary 
for the execution a nd e nf'orcer.:1ent of the provisions of this 
Act o.nd t he purposes sou ght t o be att aine d here i n. i n a ddition 
there t o and not i nconsistent therewith." And said section 
f urther provides that all such "rul es , r egulations, and 
dire cti ons, which are of a General character, shall be printed 
a nd copies mailed to all licensees . " we fi nd no such similar 
secti on i n the liissouri "Small Loan Act . " 

It uill also be no ted t hat i n t he opinion of the 
Attor ney-General of I l linoi s , i n appr ovinc t he submitted 
regulation , it is stated tha t it "would not be i n conflict 
with t he letter or spirit of the act and that it would not be 
unreasonable , provided care is taken and t he r egulation drawn 
i n s uch a V18.Y as to see that there is no fi nancial connection 
bet ween the licensee a..'l'ld the company or person furnishing 
the insurance . a It will be seen that i n his opinion it was 
recognized t hat t h e submitted plan might be used in a ~ay 
t hat would be a violation of the sta tute . 

Co "lc lusion . 

:: r om the above and foregoing , we are of t he opinion 
that you should not g1 ve your a pproval to the plan submitte d 
for the reason that eac h partic u lar case would stand or fall 
o n t he f acts i n each case, and it is be yond your pm7er and 
a u t hority to issue a r egulation inconsistent wi th the act 
which would be binding on the parties to the transaction. The 
licensee shou ld not retain or r eceive a ny co~ssions f r om 
a y insurance policy purchased by the customer on securi ty 
pl edged as collateral f or a loan, and t he premium cannot be 
deducted from the amount of the loan and must be a n entirely 
separate transac t ion. 

very trul y yours. 

COVELL R . fRWITT 
APPROVED: Ass~stant Attorney-General 

J. E. TAYLOR 
, ._ ..... __ , A "-L.-- - - - ,.... _ 


