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February 1, 1955

Kenerable J+ &» Rouveyrol
Comniayloner of Finence

. Be,artmant of Business’
oand nistration

sen GLty, M&eaeur&

Z‘Bear slrt - C

This wil& acknowledge reaeipt of your request to examine
the following proposed form of Repurchusé and Reserve Agree~
ment and reénder an opinion as to whether or not the exeoution
of ‘sald agreement oculd possibly place some line of oredit in
excess of the legsel limit as ?revidad by 8egtion 362‘17&. RSM@

19u9¢. Bald agreemont readst

.“l1¢ We deaire you to msaist us in
the sale and distributlon of new snd

- used passenger and/or commercisl autow
mobiles herein vall "sars" by the pure
ehage from time to time of notes, chatw
tel mortgages, eonditional sale cone
tragte, leate agreements or other se-
curity instruments herein called “notes",
if seceptable to you that we so acquire
from r otail purghasers of such cars as
evidence of the deferrsd balance owing
thereon, sald notes to be endorsed by
ug "Without Redounse" and to be pur~
c¢haséd by you under your regular time
aales plan in effect :ram time %o time,.

G- In,aensiaeration of yeur acquir~-
Ang from us from time to time obligs~
tions of retall purchasecrs of automo-
biles and paylng us for the same wlth=
out delaying to make your usual crsdlt
investligation of the purchaser, we

agree to repurchasé from you lmmediately
upon demand and for the amount you paid
for same, such of said obligations as
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may, upon subssquent investlgation, prove
wnsatisfactory to you. This shall be a
continuing agreement by us.'"

We gathér from your request that automobile dealers db~

: sire banks to asslist them in sale and distribution of passenger

cars as well as commerclal vehleles in this manner, by purchas-
ing from time to time, notes, chattel mortgages, conditional
sale contracts, lease agreements and that sald auto dealers
may hsve moéquired from retall purchasers of motor vehleles, as
balance owed thercon on purchase of sald motor vehlcles, sald
notes to be endorsed without recourse, which notes, ete., will
be purchased by said bank under a regular time sales plan in

In consideration of the bank's acquiring sald notes, etc.,
without the necessity of the usual ceredit investigation, the
auto dealer agrees to repurchase upon demand of saild bank,: im-
mediately, any purchase the bank subsequently upon investigation
prov?s unsatisfactory to said bank. (It 1s a continulng egree~
ment). . R : ‘ . : a

‘Then sald agreement further specifies that sach note shall
be subject to 6% discount of 1ts face value, and that a reserve
will be set up as a specific loss regerve to absorb losses that
shiould ocecur in purchase of any note by said bank. Furthermore,
the automoblle dealers agree to furnish life lnsurance on the
maker of notes or other obligations, sccording to the schedule
of rate provided by sald bank and adequate insurance coverage.

Section 362;170,»RSMoﬁigué;{reads, in parf.‘as follows:

“"A pank subject. to the provisions‘of this
chapter: ‘ SR '

"l. 8Shall not direetly or indirectly lend
to any individual, partnership, corporation,
or body politie, either by means of letter
of ¢redit, by acceptance of drafts or by
discount or purchase of notes, blills of
exchange, or other obligations of such
incdividual, partnership, corporation.or
body politic an amount or amounts in the
aggregate which willl exceed fifteen per
cent of the capltal stock actually pald

in and surplus fund of such bank if lo-
cated in a clty having a population of

one hundred thousand or overj twenty per
cent of the capital stock actually paild

in and surplus fund of such bank if loe-
cated in a city having a population of

-
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less than one hundred thousand and over
seven thousand; and twenty<€five per cent
of -the capital stook actually pald in
and surplus fund of such bank 1g located
- élgewhere in the state, with the follow-
ing execeptlonsy . oo e

x,
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" Ihere is & possibility that such purchass of notes and

' aﬁher#obligatiens mentioned in:.your request might exceed the

maximum -legal limits any bhank may purchasé, discount or loan .

. money undér and by virtue of B8ectlon 362:170, RSMo 1949:. It

appears t6 be a falr agreement and for the most part complies
with the law. However, I believe it is possible that in com=
plying with the terms of the proposed agreement, it may ex~ .. .
ceed in the aggregate 15%; or whatever percentsge as may be::
determined by population of the city wherein said bank may be-
located, as provided by Section 362.170, supra, of capital ;
stock actually paid and surplus fund of such bank., In such . -
casé there would be a violation of sald stdute. If such agree-

- ment could be written so as to fix a limltation of such pupr=

. ¢heases on loans to comply with the foregoing maximums required

- by law, and we belleve 1t c¢an be done, then.the agreement would
constitute a valld obligabion under the laws of Missourl.

GUNCLUSION

- It is therefore the opinion of this department that this.
egreement might possibly violate the provisions of Section
362,170, supra, especlally with respect to the maximum limit
to which a bank may purchase, discount or loan money thereunder,
1f this agreement could be amended so as to confline the maximum
1imit which such banks may discount or loan money, to that pro-

- vided under Section 362.170, supra, then we are of the opinion

the agreement would b@‘valid,ﬁctberwise it does not comply with

- the law and is.invalid.‘_

The forsgoing apinibﬁ.'whiéh,IAhereby apprbve, was pre=
pared by my Assistant, Aubrey R, Hammett, Jr.

' ” Yours very truly,
ABH, Jrestviwide

 JOHN M. DALTON
Attorney General




