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'J.'hi s de artnef' t io in rocolpt of J OUr roques t for 
n o1fic1al opinion ,::hich reaCs ns i'ollovs: 

"A building and loan a s ... r-cict i on in 
Kansas ~ity has i nqui ··ed of t i s 
depa1·t . ent Ylhether it me y t nke out 
i nsurance upon the l i e of a tor­
ro~er of trc association. The 
pl an io t o insure t he l ife or every 
pe so t o whom 1orey i s loaned . 
This life insurance will be i n 
t he rature of security ln addit ion 
t o t ho ort ._ nge tmd not e taken by 
t he a ssoc:atlon. ~he i nsurance 
ill be pa i d for by the i nsured , 
ut i t he coes not t6ree t o such an 

a r ra:n._.emont t ' ~en su ch i nsu1 e.nco 
shall be pa! d for b;y the associat on. 
We v:oul d like your 0 1 i ni on as to "'l:e 
riJ t of t : ... e association to take 
t l1is acdcd securi t:, . " 

Tho 6 eneral rul e as to po1;,er of a buildi ue and 
loan ass elation t o take se cu~itj is ~i\en in l L C. u . 5., 
466 , as follows : 

"A bvi l cl i nt. and loan ass ciat:l on 
has il.~ llod pm.or, i f exp .. ·ess powf'r 
is not conferred by s t c t u te , to take 
securi t y f or i ts l oans , a£ o~c 
sectAri ty shot.. l <.l co:mpl it· wi t h st a1..u t ory 
require rocn ts , if any . 1 

• 
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.. e look, tbe:.eforo , to the at~tutea as to the 
t~pes of aecurlt~ th~t ma be tLken. ~oction 5594, 
LQ\'18 o;: lti. SO' r·t 19~ 1 fl'C,O 255, I t:..r . 1 , !-rOw idea in 
p~ rt S follOVJS : 

"The oneya accumul cted fro.t pay-
ments on account of stoc. , inter· st , 
premium and fin a , as aforeso~d , or 
from any othe~ aou~ce whutsoever, 
after due allO\ once .. Dde for neces­
sary c1d propel exfenses , ·pe subje ct 
to the provisions hcreinaft sot 
fort : rospectint..:. tho withdrawnl end 
cencellation of slcore s and accumulation 
of contillf,ent fund, may, at tin,es pro­
vided in t: e by-luws , be o .. .'ored t o 
ucr shC~reholders or shr1·eholdcr 

who orall bid the hi~hest ~rcmiurn 
1or the p_eference or prioritj of 
richt to ha e o l oan or advance of o 
sum equal to tbe ultL .Dte ~lue o1 
one 01 more of his or their respective 
shLres ; and such shtleholdurs so 
iG~inu the hiv cat premium os afore­

~~~c shall be cnt: tled to recei:e a 
loan or advance of a sum of rr1oney 
~qual to the full value or each 
sl...are hold by him, in the metred 
provided for in the by- l ows 01 at.. cu 
:: ssociat1.on; the at ld prcm1u. Lid .1ay 
be deducted in (ross f row t 0 ~ount 
of t,_e loan, o1· .. c:-,· be cht.;. t,od and 
bo req~ired to be paid in proportionate 
an10unta or lnst"lL"lents at such time 
durinL tile existence of tL~ shares of 
stock l oaned or Ddvanced upon cs n ay 
be f rovided in the by- l aws of the as­
sociat!on : rov'dcd , thrt ~here tro 
stock of an associ ction is issued in 
series , or at dil4erent t i ~s , in 
s"l ch tr..c.mer t he t l 11 said st0ck wil l 
not cture at tho aa.rre t l ,o , t ! en t. c 
borrowe:.. shall pay onl y such proportion 
o f tlJ.o full prer.1ium es tt..o number of 
months his stock l c cks of beint.. or·e 
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hundr ed and twont :, months ole' , bears 
t o one huno:r ~cl t .... d tv.en t y :10nt'hs . 
. ait' c.ssoci r.t on :-~Y i-'r o v 1.de in its 
ty- l aws t hat th ~ ~lds for l oans at 
its st toe . _etin~s , instead of a 
:prerJ.u: , s:.al l be a st t d r~te of 
annual l n t er£s t upo1 the sum desired, 
P' "j abl e in :f.eriodical i J.stallr: ents ; 
s u cl. r ids shal l be t •. e interest to be · 
paic d r ir.c 't .. o w~1ole pe r iod of t ho 
lonn or r dvance . A s0archolde· s l. all 
be entltl ~d to bor1ow such £ract! cnal 
part of a sha-~ aa t t e by-l~wa may 
pr· o ·de . In ca5e t , Ol't shall be a 
bo.ltu lce of n•oney ronaining undi sposed 
o. at any st v C C ~eotinL, the dir e ctor s 
~y. at t heir discr t lon, l oan t : e f unds 
so remaininv on h~ne to otherR t han 
stockhol ders on the secur i t y of pri me 
uni ncml!OOJ:ed r es.l estt 1-e or invest in 
obl igttions of t ho tnl ~,eo St Lt.es or 
of t t ~ st t e of :.!i ~souri and ruJJY 

spose of s~ c. l oans and inve s t ments 
a t any time the said funds are needed 
for lliaking loa~ s t o members , or f or t1e 
ot r er 1-'urpoaes o ... ' t .1e a s s c ci c.t on : :Pro­
vided , t hlt any su c!l a.ssoc i a t 1 on t=ay, 
by act ion oi its board, d ispense wit h 
the offer1~ of its r~or.ey for bids , 
and i n l i eu ther~ of l oan or advance 
its money t o membe1s a t such a r a t e 
of i n t er e s t , or int erest and premium, 
01 i nter st nn~ l oan fee , as ~y be 
fixed ~ rom t i me to t i e , such Jremi~~ 
a 3 char &ed to be paid in 0rosa or 
.t:er i od1cal inst allments . * * -1; -.;· i:- " 

;:ect ion 5 597 , Lavis of J •• i ssour1 19 .... ~ , pae;,e 2 57 
provides in part a s f ol lows: 

"J.··or every l oan or advance made t o 
a member as aforesal d , a non- nogot i r bl e 
note or bond secured by f irst mort bage 
or deed of t rust on r eal est te shall 
be 0 1ven, accompnni~d by r transfer 
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end plodt.;e of t he or 1·es of stock 
oJ.' the .uer1ber or met 1Je ... s so olJ tc.ininL 
P loan or edvanco . Said s: a1 es so 
transferred cnc plod~ed shall be 
hel d by t lc corport ti.on as addit l orr l 
or collct eral securi t y t or t ho per­
formar ce of t he agree .enta ~ covenants 
nnd condi tions of said note or ocn. 
nnd mort0 a6e or deed of t rus t . &aid 
not e or bond and . ort~abe or deed of 
trust shall reci Le t 1.d set f crth t o 
number of shares trausfer red and 
pl od&ed by tho parti ct.lar s:1a.~.:ehold rs 
so borrowLYlg, () nd tho amourJ t of .onoy 
advanced ther~on, and shall be oxpros­
sed to bo condi t lonod f or the payment 
a t t he st r ted r eetinba, or a t s~ ch 
c t .. or th.es as .. a~ be aGroed u,t;on , 
to t he corpor·c t ion of the due s on 
the number of S1 .. erea so _t.l .Jdt.,e<i and 
advanced u~on, and the intex ~t, or 
inte1·est ana premiut. upon t ho loan 
or advcnce for which said sLaros ar\.. 
I l cd5ed, anc said note or bond and 
:-... ort0 a.ce or dood of trust given_, 
toLetlcr wi t h all fines char~oable 
ur on ari·ears of sucl paT.1e:1t , sr all 
r emain in full f orce and effect until 
said shares shall rea ch the ultimate 
value t l oi· ,.. of ~ en-. until all pay: .enta 
o.i.' due s , int erest and fines ond all 
c-t... er liens duo t o s ucl' associc t.1.on 
on account of su ch sbe.ro s and loans 
shall have bren fully paid, o~ said 
l oan shall be therrrise sooner cancel ­
l ed anc discrorged : .t·rovided, ho\Jever , 
tP~ t the s hc.e s of t l e particul ar 
corJ-Ol t ... on w t .. out other security , 
~cy , i n the discret ion of the board 
o ... d ire . ..: t ors , be accepted as aocuri ty 
for l on .. "la or dvc1.ces , t o an a. ount 
not exceedin'-' n ire- tenths of t " e w: th­
drawnl value of suer sharos at t he ti e ~ 
as show1. by the books of s t.ch nssoci t. tion . 

* * * * * * * * * * 
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Theref ore , in Mi s s ouri as was stated ln Tier.nan t s 
bx ' r v . Socur i t ; ... ). fL . A s ' n . , 152 !·<O . 135, 53 S. \ • • 
1072, · 11 the funds 01~ su cL corpore t iona shal l be loaned 
onl y 'on real est to security or on t~Lo s ecu.ci t :t ·f 
its own sh are s of stock ' -i} * A 1 o other t Jpe of so cur i t y 
i s recognized by t he Statutes of Mis s o ri and so the 
t akinL out of insurance by the association on t e l ife 
of t he borr ower i s not permi ssible . 

This view is borne out b~ t he case of S 11 ot hers 
v . ,orthwestern 'at . Ins . Co . of 1 •• 11wauke e 1 Wis . , 72 
s . \1 . ( 2d ) 875, i n wh ich t e borrower deli vered t o t lLe 
buildin~ and l oan associat on cer tain fire i ns urance 
poli cies upo1 tte pro,t-erty which he had mortuaged as 
rcded secu r i t y . Tr e cou1t said : 

" fJ.'hc plaintiff cont ends t ha t under 
t he l aw governing buildin0 ~~d l oan 
associations su ch associations are 
forbidden to loan money on persoc al 
pror-erty , ;<- ·:t- The loan i n q_uest.:on 
was msde on r eal est&te anG not on 
personal p roper t y . 'f11.e pl edge of 
the pol icies was a mere incident to 
t he main contrr ct . It i s a WAtter 
of corru:non knO\·:l edge t hat a buildin~ 
and l oan a s sociat ion ordinarily 

-requires a borrowc. r const antl y to 
keep t ho p:·emises securing t he loan 
insured and to pl od0 e t he ri&t~t of 
the insured i n the pol i cy to t he 
payment of t he l oan . -r~o * * {f- -1:- -::· " 

In this op:nion ne do not pass up n tho ri& t 
of t r e a s s ociation t o pay for fire insurance upon the 
pr emises although t his right has been upheld in other 
jurisdict i ons . Chicaso ~uildinc Societ y v . Crowel l , 
66 I ll . 4ES . 

C':.!. '.::LL.SIOl. 

It is , t .u.e r efore , tl..e op ini on of t hi s depa1·t­
n1ent t hat a buil dii'lb and l oan association may not t ake 
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out insurance u pon the life of r borro·wer and pay for 
such insurr ~1 ce o1·t of 1 ts a::; sets . 

Respectfully subrrd. t t od 

A: ':1 L~. 0 ' K-. L ... 
Asslsta. t Attor.n~y General 

1 I·P uv~ u: 

CO. J:.LL .t<. . L .. \~ I 1t' 
( ct in~..) Attorney G-eneral 

AO ' K: DA 


