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BANWS ~1iab111t of endorsemenb A bank and an endorseil may not
adder Section 7%52, Laws of Missouri, by eomvract fix or 1limit the
1iability of an endorsement
contrary to the terms of Sec~
tion 7952, Laws of Missouri, 1943.
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March 28, 1946 - o Cé:

! {
Honorable M. E. Morris : f4
Commissioner of I'lnance
State of Missouri
Jefferson Clty, Mlssourl

Dear Commissioner Morris? -

Your letter, requesting the opinion of this
Departnent, respecting the endorsement of llabillty
in excess of the provisions of Sectlon 7952, Laws of
Missourl, 1943, page 995, has been received,

Your letter states the following!

"H.a: SQOQ 7952’ ll.;c‘\. MO. 1959’ as
emended, Laws Mlssouri, 1943,

"A partnership has an endorsed liabili-
ty in a bank aggregating $86,886,72,

on which the partnership endorses by
straight endorsement., The amount In-
volved 1s excessive under the statute
referred to. The legal limlt to one
individual or partnershlp In the bank
involved 1s $4o 000,

"In order to avoid the excesslve feature
of the law, the bank and the endorser
have entered into a contract which, in
substance, ls as follows:

"1It is hereby agreed that the total

- 11lablility under endorsement on notes
sold to the bank shall be limited to
$20,000 at any one time, regardless
of the total of such notes, and the
bank reserves the right to sllocate
the llabillty to such notes as 1t
may deem proper,!

"This agreement is signed by the bank
and the borrower. We understand that
thils procedure was recommended by the
clty correspondent but this Department
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has taken the position that the cone
tract 18 not valld, and that the en=
dorgement wilth recourse on a negotleble
instrument could not be limlted in this
manner,

"We will apprecilate your opinion in this
connection as speedlly as possible, and
will be glad to furnlsh any further in=
formation which 1s necessary in connec=
tion with this situation,"

It 1s not indicated in your létter what the cap-
itallzation 1s of the bank Interested In this transaction,
Neither, 1s 1t stated what the population of the city 1s
in which the bank 1s located, However, your letter does
state that the legal limit to one individusl or partner-
ship in the bank involved 1s $40,000, You staté that the
endorsed llablillty of this partnership to the bank ine
volved 1s actually $86,886,72,

The quoted agreement as a part of the contract
between the bank eand the endorser as you glve it, and
which 1s quoted In your letter, is, we think, wholly In-
adequate and powerlegs to avold or abridge the terms of
sald Sectlion 7952, Suceh a contraet, undertsking to fix
the 1llabillty of the endorser according to thes judgment
and assumed right of the bank to allocate the llabllity
to such notes as the bank may deem proper, has no founda-
tion in said Sectlon 7952, or elsewhere, in the banking
code of this States The statute fixes the llablllty of
an individual, a co=-partnershlp, corporation, or body
politle as to the percentage of the capltalization of a
bank which may become a loan by endorsement, dlscount or
otherwise, We do not think 1t within the power, privilege
or right of the partnershilp or the bank, or both of them,
in the present case to effect a valid transaction in
violation of the statute.

"~ VWe believe your Department has taken the correct
position that the contract 1s not valid, and that the en=-
dorsement with recourse on a negotiabls inatrument could
not be llmlted by a contract betwsen the endorser and

‘the bank in plain violation of sald Section 7952,

CONCLUSTON

It 18, the opinlon of this Department.that, under
the statement of facts indlcated in your letter, the contract
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- made between the bank and the endorser 1s invalld, and

in vioclation of said Section 7952, and that the endorse-
ment wlth recourse on a negotlable instrument cannot be
limited in 1l1lability in such manner, but on the contrary,
the liabllity of the endorser lg fixed and determined

by the terms of sald Sectlon 7952,

llespectfully submitted,

GEORGE W, CROWLLY _
Assistant Attorney Genscral

APPROVED:?

J. E. TAYLOR
Attorney General

GWC:ir




