
BOND INVESTMENT COMP \NI T S: Bond invest ment company must" lJO~t
one hundred thousand d":'llar bonds-
Compani es he l d t o be Bond Inve stment 
Companies . 

July 28 ,. 1936 . -----
t=:rLEO 

12 
Ponoraole Dtd.ght H. Brown 
Secretary of St ate 
Jefferson City ,. Missouri 

Attention: ~ . ~loney , 
Co~~ssioner of securities . 

Dear Sir: 

This is t o ac£.nowledge your letter inquiring if the 
·ortified I nvestment Company and The Franklin vociety are 

YJith in the provisions of Section 5060 , :\ . s. Mo . 1929 ,. or 
.Sec t i on 4986 ,. R. "' • tlo . 1929 ,. and if not are such within 
tho sc ope of the Securities .1-ct ,. Chapter 40 ,. H. s. h O . 1929t 

The ~Tanklin Soci e ty ~nd t he Fortified Inves tment 
Company purpose t o issue certificat es (which are similar) 
t ha t provide that aft er the expiration of f ifteen annua l 
payments the person to whom t he certificate is issued will 
receive a fixed sum of money. The certificate hAs attached 
to it. and a part thereof ,. certain privileges ,. terms and 
conditions . 

·r e Fortified Investment Company baa the following 
privileges and condit ion s, a~ong others ,. a t tached t o its 
certificate: 

"Securit y . In c omoliance wi th the statutes 
and r egulat ions governing Investment Com
panies . the Company must maintain at all 
times an assigned deposit of securities 
consisting of first mortgages , or f i r st deeds 
of trust on i mproved real e state , ca sh , 
government and :nunicipa l bonds ,. and/or other 
securities that qualify for i nvest ments ot 
life insurance .companie s under t he l aws ot 
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the St a te or New York , in an amount 
equal t o ~110 .00 f or each ~ 100.00 or 
its l iabi lity hereunder. less t he 
a mount of a ny loans made hereon." 

The Franklin Soc i e ty has t he following : 

"Security. The Soc'i e t y a gr ee s to mai n
tain ca sh and securities a s required 
by the laws or the ~tate of Missouri 
a ggre gating in amount not less t han 
110 ~ of t he Society's outstanding 
liabilities hereunder and under all 
contracts of same f orm said liability 
be ing t he cash va lue s shown in para
graph 7 (A) hereof less t h e a mount of 
any loans made hereon . " 

Both t he Forti~ied Inves tment Company and The 
Franklin Society provtie in t he privilege s and conditions 
f or "instal lment payments," advance payments . " "cash value , • 
ca sh l oan . " "payments a f ter maturity." etc . In fact. both 
the Forti fied Inve stment Company and The Franklin Society 
propose to issue certificates identical in nature and intent. 
t he wordi ng of t he cer tificates being slightly dirrerent. 

The sole question f or our de t ermination is whe ther or 
not sa id corporations when t he proposed cer tificates ar-e i ssued 
br ing them wit hin t he pr ovisi ons or Arti cle 9. Chapt er 32. 
R. s. !:o. 1929 , r e la t i ng t o "c o-oper a tive Companies, " or nth
in the provisions or Art i cle 13, Chapter 32, relat i ng t o 
"Bond Inve stment Com:pany , " or within t he provi s ions of Chapter 
40 . R. s. Mo . 1929. r ela ting to Securit i es Department or "T.he 
Uiasouri Securities Act. • 

I. 

CO- JP• RATI VE C Jf!PANI ES . 

Section 4986, R. s. Mo. 1929 . pr ov ides in part aa 
follows: 

"Any person -- corporation wh ich is now 
enga ged in or sha l l hereafter engage 
in issuing contracts or agreements. 
whether in the nature of a bond , deben
ture . certificate or otherwise. providing 
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for the rede~ption. or the fulfilling of 
such c ontracts or agr eements bJ the 
accumul a tion of a fund or funds from the 
contributions made by t he subscribers to. 
or t he hol ders of such contracts or agree
ments; or providing for t he maturing or 
fulfilling of s uch contracts or agreements 
in the order of t heir issue or in some 
other f ixed or arbitrarily de t ermi ned order 
or manner; or prov1d 1~ f or t he payment or 
moneys or the gr anting or ..:; i ving or any 
considerati on. of any money or pro -,erty. 
personal. real or mi xed . greater in value . 
or repre sent ed to be greater i n value, 
than t he a mount pain in upon such contracts 
or agreements . t ogether with the ac t ual net 
earninbs accrued and accumulated t hereon; 
~ * * * except such * * c~rporations as are 
organized or doing business under t he 
statutes now in existence or whiCh here
after may be enacted as excepted in section 
4995 o f thi a article . shall . and the same 
are r equired . for t he protection of the 
subscribers to. or t he hol ders of ita con
tracts or agreements . to deposit with the 
state trea surer i n ca sh. 1nited St ates 
bonds , or bonds of any county. or municipal 
township. or S1lCh part s of ea ch of t he 
a bove ment ioned securities so that t he whole 
deposit shall be equal i n cash va lue t o the 
sum of t wenty-five t housand dollars. and 
whenever t he liability of such contracts or 
agreements . as hereinafter determined, shall 
e xceed the amount of s uch deposi t. t here 
sh~ll be made an additional deposit on the 
f irst days of January and July of each year • 
in a sum sufficient t o cover the excess 
liabilities accrued during t he last prece ding 
six months; ~ * *" 

Section 4995 , referred to in sect ion 4986 , supra. reads 

a s fol lows: 

" Provided . that nothi03 in this ar ticle 
shall be construed t o appl y in any manner 
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t o any per son. c o- par t ner ship , ~ s soc1a 
tion , organi zat ion or corpora tion doing 
business under the or ovis i ons of the 
statutes for t he regulation of banks , 
savin~ s fund , trust companie s , insurance 
companies , build ing and loan , bond 
invest ment , fiduciary, relief or-fraterna l 
orders, associat! ons or compani es. " 

Sec tion 4991 , R . s. ·~o . 1929 , places the supervision 
of sai-- co-opera tive compani e s in the Bureau of Bu _l ding and 
Loan Associat i ons. 

~ rea ding of ~rticle 8 , referring t o "co- opera tive 
c ompani es , " shows that the principl e on which such companies 
oper ate is that of contribu ting t o a com.rr.on fund and member s 
thereof participa ting i n S1'Ch with the r e s triction being tha t 
a deposit must be made by such companies with the state trea surer 
in a sum not l ess t han t went y -five t housand dollars for the 
prot ection of subscribers. Nhile 'Section 4991, supra , pl aces 
the supervision of said compani es wit h the Supervisor of 
Building and Loan Associa t ions , however . the s upervision is in 
t he Commissioner of Finance by virtue of Section 5285 , R. S. 
Mo. 1929 . 

It is our opinion t hat t he partial payment inve stment 
certif icates whi ch the Portified Investment Company a nd The 
Franklin Societ y propose t o issue do not bring such corpora t ions 
withi n the provisions of irticle 9 , Chapter 32 , referri ng to 
"co- operat ive c ompa.nie s." 

II . 

u0ND I NvESTMENT CCl! l?t NIES. 

Article 13 , Chapter 32 , R . S. r..:o . 1929 ., relates to 
"Bond Lnvest ment Companies" and Section 5060 of said article 
provides in par t as follows: 

"£ver y corporati on dol n6 busine ss in this 
state as a bond investment e ompan;> . or 
company to slace and sell bonds . cer tifi
cates or-ae enturea-on-tne par tial payment 
or lns'Uillmen t p lAn. -sha-y'! and the same ! s 
~reoy r eqUired t o deposit with the state 
treasurer , 1n ca sh, United States or 
Missour i state bonds , or bonds of any 
county . municipal tovmship or school bonds , 
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or mortgage bonds se cured by deeds of 
trust on unencumbered real estate ~"} ..;~ ·;}· 
or such part s of each of the above 
... entioned securities . so t hat t he whole 
deposit will be equal to the s um of one 
hundred t housand dollars, * -l} ~~- ·~ *·" 

~ection 5064 of said article and chapter provides 
that t he Supervisor of Bu i l ding a nd Loan Associations shall 
have t he power t o examine into t he affairs of s uch a company . 
However . by virtue of Section 5285. R • .:::> . ~o . 1 929. the power 
of examination now vests wit h t he Commissioner of Pinance . 

You will note that Section 5060 . supra. s pecifically 
~rovide s t hat any company that pl aces a nd sells bonds . c erti 
ficates or de~entures on the partial payment or installment 
·1lan . must post a deposit with the St ate Treasurer in the sum 
of one hundred thousand dollars. A bond investment c ompany 
is not dafined by statute . However . we adopt t~e defini tion 
zi ven t o it by Honorable Jr.errill E . Otis when Assi stant 
Att orney - General . in an opinion t o Honorable B. T. •urwitz . 
Assistant Commi ssioner of Finance . dated November 16 . 1922. 
where i n he said : 

"The purpose of the ~gislature i n the 
enactment of t e Bond Investment Act, 
as t hat purpose is d ecla r ed by t he Legis
l a ture. was •the pr otection of the investors 
in such bonds.• t hat is. the bond s sold by 
such investment companies . vbviou s l y . 
investors i n high ~ade governmental or 
unicipal oonds . such as are s old by the 

ordinary brokerage houses . are amply pro
t ected by the s ecurity of s uch bonds them
selves. The c ompa.nie s aimed at . therefore , 
wer~ those-com~nles ~ deal~ In the 
Ooiias of liiuiiiCTpi!It1e s .2£. pub! c utllities 
but those comsanies deali®f in their own 
150ilds. Which onds carry tnthem no-
secur Iii other than the go fa tiit1i and 
flnanc~l respvnsrbiii!z ~the companies~" 

In Pe tters and CompanJ v . Vei gel. 209 N. " · 9 . t he 
Supreme Court of Minne sota . in dea ling with a similar question 
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presented by your inquiry. made thi s observation c oncerning 
oond i nve stment compani es (1 . c. 10): 

"Bonds issued by i ndi vidua ls are not 
of ten offered f or sale t o investors . 
Usually b onds are i ssued by private 
corporation s and carry some sort of 
security. Loaning money is one of the 
purposes f or which corporations of the 
c l a s s t o which plainti ff belong s are 
organized . vrdina r i 1 y the 1 oa.n s are 
made on the securit; of real e sta t e 
mor t ga ges , which are pledged t o a 
tru stee before t he c orporati on of fer s 
its bonds for sale . The bonu s are 
issued i n s uch denomina tions a s will g ive 
small ~nve stors an oppor t Jnity t J purch . se 
t hem. Such in ve a tors rarel~ ha ve the 
ab1li tf-ro-matce . or can ~ o--nie ~ense 
of mak ng'; a thor~nves"ff5ilron o 
ascertain wnether ~ securitx behlna-the 
oonds is a dequate.--nle banking department 
is in a f avor ab le posi tion t o examine and 
appr~ise t pe secur i ty and to pro tec t the 
intere sts of the public. These are some 
of the reasons ~my corpora tions organized 
for the urpose of issui ng this class of 
securities may well b e put in a cla ss by 
the~selves and made subject to the super
vision of the banking department . ~ 

On ~rch 21 , 1927 , nonorable R. 0 . Harra wood, Assistant 
Attorney- General , in an opinion t o Honorable ~~ . T. Stockard . 
C0 ""1:1issioner of Securities, he l d that the issui~ of a certifi
cate similar t o that to be issued by the Fortified I nvestment 
Company a nd The Franklin Soci e ty constit uted ~id corporation 
a bond investment company , whic h required the deposit of 
one hundred t housand dollars wi t h the State 1 rea surer. Mr . 
Harrawood said t he f ollowing: 

"This a r ticle (relating to bond invest
ment company) would seem to b e more 
particularly intended for the r egulation 
of corpora t ions which offer for sale bonds , 
certificates or debentures , on the partial 
payment plan or installment plan f or 
investment purpose s . " 
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The Forti fi ed I nvest ment Company and The ~ ranklin 
Soci e t y propose t o i ssue certi ficates on t he part ial payment 
plan or i nstallment plan i n which the inve stor p3.ys a 
certain a mount annual ly for a per i od of f i f t een yea r s. which 
at t he expi ration of said time the invest or receive c a fixed 
sum. "bi l e pro vi s1 on is made f o r s ecurity. by v irtue of 
the privil ege and c ondi t i ons a nd terms attached t o t he 
certifica t e . ye t sai d securit.y is not de posited with t he 
State Treasurer . 

r o r t he above i t is o,_,r opinion that the For t i f i ed 
I nvest ment Compa.ny and The r r ankl in .Soci e ty. when such issue 
t he ~roposed part i a l payment certifi ca t e s . come wit hin the 
pr ovi sions of -~rticle 13 . Chapter 32 , It . &. ~-.o . 1929, and 
suc h mus t post the de posi t requi r ed by Section 5060 , supr a . 

l ii . 
THE N.ISvOURI SECU:.~l. IES ACT. 

Having held t hat the Fortifi ed Invest ment Company and 
J.b e Fra nkli n Socie ty wer e a:::ens.ble t o the provi sions of the 
s t a tutes re l a t inci t o bond i nve s tment companie s . we deem it 
unnece s ~ary t o d1 sc us a t he issouri Securities Ac t as we 
oelieve t he above a nswers your i nquiry . 

As r eque sted , we are ret urning herewit h a l l the papers 
and exhi bits a ppended to your lettor~ 

APPPOvr.'D : 

JOH'J 'h' . dO!'F ..IAN, Jr . , 
(Ac t ing) Attorney -Genera l . 

JLH :EG 
Bnca. 

Your s very trul y , 

Jame s L . HornBostel 
Assistant At torney-General 


