BANKS -3estric.ions on leanss  Under sub=section (e) of Sectinn 7962, Laws of
: S ‘Missouri, 1943, page 995, such draits or bills
of exchange therein named are not exempted from
the restrictions of sube-gection 1 of saild Section
7952, where such drafts are not drawn against
"actually existing values" as contemplated by
said sub~section (e) of saild Section 7952. The
. ~drawing of such drafts due 30
March 29, 1946 55 ang 90 days from date would
constltute a loan liability of
the Individual, partnership,
corporation or body politic
borrowing money from a bank
and must be computed as suche

Honorable M. L, liorris : .
Commissioner of I"inance Y Fl L E D
Jefferson Clty, Missourl /f”

Dear Commissioner Morrist 62; :54;’

Your letter requesting an opinlon with respect
to the amount of money that may be loaned by a bank as
a per centum of the capltel stock of sald bank, under
the terms of Section 7952, Laws of Missourl, 1943, page
995, has been received, ,

Your letter contalning pertinent features of
your correspondence with Mr, Walker Maclilllan, Vice=
Presldent of the Jefferson Bank and Trust Company of
St, Louis, Missouri, regarding the subject matter to
be consldered, ls ag follows: .

"Honorable J. L. Taylor
Attorney General

Supreme Court Bullding
Jefferson City, Mlssourl

"Dear General Taylor:

"On November 1O0th we recelved the
following letter from the Jefferson
Bank and Trust Compeny, St. Louls,
Migsouris )

"INr., M. &, Morris
Commissioner of Finance
Jefferson City, Missourl

"tDear Mr, Morrls:

"1iteference 1s made to Section -
- 7952, Banklng Laws of State of
Mlssourl -~ 1939.

"iI"Begtrictions on loans, purchase
of securlties and total llabllitles
to bankse of any one person.”




Honorable M, E. Morris -L- March 29, 1946

"1In our particular case, we have

a pald in capital and surplus fund
of $300,000 and are located in &
¢ity having a population of over one
hundred thogsand.

""We interpret the provislons of Sec-
tion 7952 to permit, among other things

"11) Our lending to a private cor=
poration $75,000 Mupon commer=
clal or business paper actually
owned by the person negotiatling
the same and are endorsed by such
person without limitation% or
"are secured by collateral securi-
ty having an ascertained market
value of at least fifteen per
centum more than the amount of
the liabllitles so secured,"

"12) In computing total liabilities, -
the law provides that "The pur-
chagse or dlscount of drafts, or
bills of exechenge drawn in good
falth against actually exlsting
values, shall not be considered
as money borrowed" and therefore
such transactions need not be
oconsidered under the restrictions
limiting the total liabillty of
any one person.

"tWe further interpret drafts or bills of
exchange to include Silght Drafts payable

on presentatlon and/br Trade Acceptances
payable in the normal course of self liqul-
dation, thlrty, sixty or ninety days from
date, The transactions which give rise to
the Trade Acceptances are the purchase of
goods In car load lots .to cover the buyers
normal requirements over the current con-
tractual period., Shipments are mads against
shippers order bllls-of-lading and drafts
are drawn for the full amount of the ship-
ment, payable one~third or one-quarter at
sight and the balance divided equally over
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the next thirty, sixty or ninety days,
according to the basis of consumption,
The drawer takes Ilmmedlate credlt at

the bank and upon payment of the sight-
draft and sacceptance of the other drafts
wlth fixed maturities, the bill-of-lading
1s.released and the Trade Acceptances are
then carrled as an asset in loan sccount
until maturity with recourse on the ship-
per,

"1"We have such a situation pending and
wlll therefore spprecilate a response
from your offlce as qulekly as possible
and particularly as it relates to our
interpretation of paragraph 2).

"tYours very truly
WALKGR MecMILLAN /s/

"1alker MacMillan
Vice President,'"

"Below we quote from our answer to this
letter:

"tIt is the opinion of thls Department that
time drafts, viz, those payable in 30, 60
or 90 days from date, are not included in
the exemptions provided for in the paragraph
referred to in your letter. We belleve that
such drafts, or trade acceptances, would
necessarily be computed as a liability of
the corporation involved.'"

"Mr, MacMillan does not agree with our conw
clusions and under date of November 15th
wrltes as followst

"!Thenk you for your letter of November
13th replying to ours of the 9th on the
subjJect of total llabllity of any one
person,

"1Your interpretation of the acceptance
drafts 1s not unlike the construction

of ‘one of my assoclate offlcers, however,
I personally feel that the acceptance
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drafts fall within the exemption
of paragraph (e) Sectlon 7952 of
the State law,

"1Certainly the drafts are drawn

in good faith and against actually
existing values ss evidenced by the
econtract of the drawer and the pay~-
ment by the buyer of one thlird or
one quarter at sight and his accep=-
tance of the balance payable in in-
stallments 30, 60 or 90 days from
date.

"tihether the words "actually exlst-
ing values" was intended to 1imply

as at time of shilpment or against
goods which may go into a warehouse
or be relsased to the buyer upon his
acceptance of drafts to be pald ac-
cording to his basls of consumptlon,
- geems to be a questlon although this
appears to me to be clearly a self
llquldating trensaction, and for that
reagson the law purposely avolds stat-
ing any exemptions to the kind of
draft Just so long as 1t 1s drawn in
good falth against actually existing
values.,

"tIt would be very interesting to have
an opinion from the Attorney General's
offlce, and 1f you will pass thls along,
we shall be grateful to you.'"

"At your convenlence we would appreclate
an opinlon in this connection",

Section 7862, li.3. Mo, 1939, was repsaled by the
Laws of Mlssouril, 1941, page 679, end a new Section was
enacted in lieu therseof, :

The Act of 1941, was 1in turn repealed, Laws of
Missourl, 1943, page 994, snd a new Sectlon known as
- Sectlon 7952, wos enacted 1in place thereof, and the last
named statute 1s now the law of the State on the subject.
However, sub-gection (e), l.c. 997, remalns the same in
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the present amendment of'1943; as it wes in both Laws of
Missouri, 1941, page 679, l.c, 681, and Section 7952, R,S.

Mo, 1939, .
e think 1t proper to quote sub-section (e) of

Section 7952, Laws of Missouri, 1943, l.c. 997 here, but

in order that its relationshlp and proper offlce may be

understood we will quote the first paragreph of said Sec-
tion 7952, Laws of Missouri, 1943, l.c. 995, so that when

quoted both of sald sub~sectlons of Sectlon 7952 will
read as follows:?

"Section 7952. Restrietions on loans,
purchase of securities and total llabillty
to banks of any one person., A DBank sube
Jeet to the provisions of this article:

"L, ©Shall not directly or indirectly lend

to any 1ndivldual, partnership, corporation,
or body politic, elthsr by means of letters

or credlt, by accepbance of drafts or by
discount or purchase of notes, billle of
exchange or other obligatlions of such in-
dividual, partnershlp, corporation or body

pollitle an amount or amounts In the aggregate

which wlll exceed fifteen (15) per centum
of the capital stock actually pald in and
surplus fund of such bank if located in a
e¢lty having a population of one hundred

thousand or overji twenty (20) per centum
of the capltal stock actually pald in and
surplus fund of such bank 1f located in a
¢ity having a population of less than one
hundred thousand and over seven thousand;

and twenty~five (25) per centum of the cap=-
ital stock actually pald in and surplus fund

of such bank 1f located elsewhere 1In the
state, with the following exceptions:

"(a) The restrictions in this subdivision
shall not apply to,
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"(e) The purchase or discount of drafts,
or bllls of exchange drawn in good faith
against actuaslly exlsting values, ahall
not be congldered as money borrowed within
the meaning of this section,™

\
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The questlon you submit 1s, whether the value of
acceptance drafts as mentioned and defined in sald sub-
sectlon (e), page 997, Laws of Mlssourl, 1943, are ex=
cepted from the velue glven evidenceg of debt mentioned
and defined in sub-section.l of sald new Seoctlon 7958,
as papsr not constltuting any part of the percentage value
g bank may lend any one person, when, for instance, a sight
draft ls issued along with a shipper'!s order bill of lede
Ing, and the draft for the full value of the amount of
the shipment, Your letter then states:

"The drawer takes immediate credit at’

- the bank and upon payment of the slght-
draft and acceptance of the other drafts
with fixed maturities, the bllleof=lading
ls released and the lrade Acceptances are
then carrled as an assget In loan account
unti% maturlty wilth recourse on the ship-
Pelre

It would thus appear that the Intention of the
perties would be, under the transaction in questlon, to
treat the matter as a loan so thet in case the consipgnee
or buyer should fall to pay the trade acceptances when
becoming due the bank would charge such delinquenciles
back against the account of the shipper on the basis of
a stralght loan,

From the astotement made by MMr, MacMillan 1t would
appear that the sight draft sand the acceptance drafts to
be issued 1In the transactlon contemplated are not drawn
against "actually exlsting values', wlthin the meaning of
sald Sectlon 7952, supra, but are drawn against the credit
of the buyer or conslignee, and upon payment of the sight
draft and acceptance of the 30, 60 and 90 day drafts the
" bllls-of-lading are released to the purchaser, leaving the
bank with no aectually existing values back of the accept=
ance drafts,

Under such conditlons as are indicated, that 1a,
that the aceceptance drafts are to be pald iIn 30, 60 and
90 days, the transaction would not be a self liquldating
transaction as the bank would have no clselm or llen against
the goods in the hands of the buyer.

We belleve you were acting strietly within. your
adminlstrative power in your Department and in the proper
Interpretation of the atatute when you wrote to Mr, MacMillan:




Honorable Me iis Morris w=7= March 29, 1946

"It 1s the opinion of this Department
that time drafta, viz, those payable

In 30, 60 or 90 days from date, cre

not ineluded in the exemptions pro-
vided for in the paragraph referred

"to in your letter., Yie bellieve that

such draftas, or trade acceptances,
would necessarily be computed as a
llability of the corporation involved,"

CONCLUS LON,

It is, therefore, the opinion of this Department
that the drafts mentloned and described in your letter
concerning the propoaed transsction would not be drawn
against "actually existing values" as contemplated in
sub-gsection (e) of sald Section 7958, Laws of Missouri,
1943, page 997, and that such drafts or trade acceptances
must be computed as & loan llability of the individual,
partnership, corporation or body politlec borrowing money
from & bank, and that such drafts sre not included in
the exemptions provided for in sub-section (e) from the
restrictions provided for in sub-section 1 of said Section
7952, Laws of Missourl, 1943, page 995,

nespectlfully submitted,

GEORGE W, CROWLEY
Assistant Attorney Gensral

APPROVED:

J. E. TAYLOR
Attorney General

GWCilr




