BANKS AND BANKING: Interpretation of Sections 7952 and 8032,
R. S. Mo. 1939, as amended, relative to
the amount banks and trust companies may
loan to individuals, partnerships, corp-
orations and bodles politiec.
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Hon, D. R, Harrison ’

Cormmissloner of Finance

Jefferson City, Missourl
Dear !ir, Harrison:

This 1s to acknowledge recelpt of your letter of
January 16th, 1943, in which you request the opinion of
this department. Your letter is as follows:

"This Department has been confronted with
the question of whether or not loans se-
cured by pledge of government bonds are
exenpt from the restrictive provisions of
Sections 7952 and 8032, pages 679 and 684
of the lLaws of Missouril, 1941.

"We have always interpreted the Sections
to mean that they do not make an exception
in the case of loans secured by government
bonds.

"An opinion from you regarding thils matter
will be very much appreclated.”

Your question is whether there 1s any exception to
the amount that may be loaned directly or indirectly by
& bank or trust company to an individual, partnership,
corporation or body politlic, mentloned in Subdivision 1,
Section 7952, R. S, o, 1939, as amended by Laws of Mis-
sourl 1941, at page 6%9, pertalning to banks, and Subdl-
vision 1, Section 8032, R, 3, Mo, 1939, as amended by
Laws of ﬁissouri, 1941, page 684, pertaining to trust
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if the loan is secured by the pled; ng of govern-

ment bonds.

Sections 7952 end 8032, supre, as amended sre simllar
except that Section 7952 relates to banks and Section 8032
relates to trust companies. The amendments of 1941 of both
sections do not in any way affect the question propounded in
your request. That part of Section 7952 pertinent to your
question provides as follows: ,

"Restrictions on loans, purchases of
securities and total liabilities to
banks of any one person. A bank sub-
ject to the provisions of this article:

"l. Shall not directly or indirectly
lend to any individual, partnership,
corporation, or body politic, elther by
means of letters of credit, by accept-
ence of drafts or by discount or purchase
of notes, bills of exchange or other obli-
gations of such indlvidual, partnership,
corporation or body politic an amount or
amounts in the aggregate which will ex~
ceed fifteen (15) per centum of the capi-
tal stock actually palid in snd surplus
fund of such bank if located in a clty
having a population of one hundred thous-
and or over; twenty (20) per centum of

the capital stock actually pald in and
surplus fund of such bank if located in

a city having & populatlon of less than
one hundred thousand and over seven
thousand; and twenty-five (25) per cen-
tun of the capital stock actually naid

in and surplus fund of such bank if lo-
cated elsewhere in the state, with the
following exceptions: # # = i = = 2 & 2%

It will be noted that a benk or trust company, as the
case may be, 1s restricted in the esmount it may lend direct-
1y or indirectly to any individual, partnership, corporastion
or bedy peclitic, to fifteen per centun in the aggregate of
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the capital stock actually paid in and surplus fund of
such banlt if located in a city having a population of

one hundred thousand or over; twenty per centum if located
in a city having a population of less than one hundred
thousand and cver seven thousand, and twenty-five per cen-
tum 1f located elsewhere in the state.

It seems unnecessary in this opinion to set forth the
subdivisions describing the wvariocus bonds, securities and
other evidences of debt to which the restrictlions in sub-
division 1, as set forth above, shall not apply, for the
reason that 1t occuples four cocmplete pages of Laws of _
Missouri 1941 (pages 679 et seq.). It will be observed by
a reading of the exceptions that they apply when the loan
or loans are made directly by the bank or trust company, as
the case may be, or the banik or trust company owns outright
those securities. bDBriefly, the bonds, securities and other
evidences of debt to which the restrictions in subdivision
1 shall not apply are bonds, securlties or other evidences
of debt of the government of the United States, or its ter-
ritorial possessions, or of the State of Missourl, or of
any elty, county, town, viliage or political subdivision of
this state; bonds, securities or other evidences of debt of
any corporation organized under the laws of the United
States which are guaranteed; bonds of any state of the
Unlted States other than the State of lissourl or the county,
¢ity or schocl district of such foreign state, having a pop-
ulation of more than fifty thousand and which shall not have
defaulted for more than 120 dayes in the payment of its
general obligations; or bonds i1ssued by certaln designated
governmental agenciles. ’

However, the restrictions apply in subdivision 1 when
the loan is made to an individual, partnership, corporation,
or body polltliec, even though the loan 1s secured by govern-
ment bonds or other evidences of debt of eminent quality.
We find that there is no exception to the amount that may be
loaned to the borrower. In other words, the gist of the
section 1s that the restriction applies to the amount of the
%ggnland not the quality of the securities pledged to secure

oan.

CONCLUSION

It 1s, therefore, our opinion that loans secured by
government bonds are not exempt from the restrictive pro-
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visions of Sections 7952, R. S, lMo. 1932, as amended, re-
lating to banks, or Seection 8032, R. S, lo. 1939, as
amended, relating to trust companies.

Respectfully submitted,

COVELIL. R. HEWITT
Assistent Attorney-Cereral

APPROVED:

ROY HCKITTRIC.
Attorney-General
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