
- BPILDI NG AND LOAN ASSOCIATION: 
Definintion of what e r e receiots under Sect ion 5604 
Revised Stptutes llissouri 1929 , amended 193l, page 155 . 

Bur eru of Building and Loan Supervis i on 
J effer son City , Yi s souri 

Gentlemen: 

Th i s of f ice ackno,.,led3es receipt of your lett er 
d~ted J anuary 23, 1933 , pttcchin ; l etter of Crpe Girardeau 
Building ~nd Loan ~ s nocietion da t ed J nuary 19 , 1933 , which 
l~ tter letter i s in pa rt ~ s f ollows: 

fol l ors : 

•Th i s J s socir t ion i s no requiring notice from 
it ' s s tockholders who wi sh to ithdr' W t heir 
certificates of stock in this Association and 
intend to pay withdrawels in eccordance with 
Section 5604 of the Building and Lo n La s of 
Ui scouri. lfe would like to as k you to give 
us your interpretation of t h is s ection which 
st~ tes, "At no t i oe , however , shell oore t~ 
one- bft lf of the receipts of t he corporation f or 
any fisca l nont h , etc." 1e woul d like to knory 
r hether one- h?lf of the receipt s shoul d be 
inter nr eted as one-h~ lf of our income from dues , 
inter est ~nd pen- lties or ~hether t he repryment 
of lo :-> ns in full or pprt shoul d be included. 11 

Your l etter of date J pnuery 23 , 1933, i s in pr rt as 

nPle?se note the enclosed letter received by t hi s 
De~~rtment , requestin~ ~n opi nion regar din6 Section 
5604 of the Buildi ng .,.nd Loan L--ws of ll1ssouri". 

The by- l aws of t he C~pe Girar deau Building and Loe~ 
~ ssociat1on nor a share of its stock pre not before us . 

I 

The l~ws conte ined in the Revised St2tutes of Yissouri 1929 
..wi t h reference to Buildi ng "'Dd Loan ~ s socic tions ,.,e re r er.ealed and 
a r e no~ f ound in Seeeion Acto of 1931, p~ges 141 to 165 ~nclusive. 

Section 5585 of t he c.bove l r"JS provides tha t '~ot less 
than twenty- five per sons m~y as socia t e t hemselves to~ether uith . t he 
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intention to constitute a corporction by acquiring rea l est a te , 
m~kin7 i mnrovements thereon, removing encumbrances therefrom, by 
rdvancing to its numbers out of a fund r ccumulated by the payment 
of ueriodical instellments or otherwise, a sum equal to the pnr 
va lue of t heir shares , and the corpora tion is for the further 
puruose of accumulating the s~vings of its members to be returned to 
such of i t s members who do not obt~ in advances for any of the 
ryu~oses ~bove mentioned when the spvings ~ nd the profits a rising 
therefrom 3ha ll amount to a certa in sum per shar e , as specified in 
t he Articles of greement . 

Section 5506: That t he limit of the capital to be 
accumuls ted, the number of sh~res; t he p~r value of each; the number 
of shEres subscribed ~nd t hz t t he first conth•s dues have been p~ id 
t hereon shall be sta ted in such Articles of ~greement . 

Section 5588: Tha t any such association ~Y increa se its 
capital stock in the manner provided i n the l est ~med section. 

Section 5593: T~-t the object of such corPbrPtion shill 
be t he e ccumul?~ion of a capit~l in money, t o be derived f rom p' yments 
by its me~bers in periodica l inst~ llaents or otherPise , ~nd from the 
ry r ofits ~ nd ~ccumulation arising f •om the investaent of such uayments . 
The c~pit? l ma y be issued in pr3paid or insta llment shares. The 
certificat e of stock together ith the by-laws and the provisions of 
Chnpter 35, shall determine t he lirbility of the a ssocia tion to the 
s tockhol ders ~ nd the relations o f the stookholde~o to the association. 
c~~ it£ 1, as cccumul~ ted, shall be lo?ned or advanced to members of 
t he co~orr tion who SP~ll give security for nnd make paycent of all 
dues,interest, n rernium end fines until each sh~ re co ~dv~nced upon 
shnll reach its full va lue. Such association conditionally may 
~ cquire title to re~ l esta te ~nd may ~ ccumulate f roc the ea rnings a 
"contingent fund~ for the u~yment of contingent losses and an 
•undivided ~rofit fund• v0th of h ioh m~y be locned ~nd invested ao 
other funds of the a ssocintion. At any time the association has 
funds in excess of the amount needed for lo ~ns to ita members ~nd t he 
n~yment of matured share and ithdrawals ~d borrowed coney, it may 
invest in other obligations. 

Section 5594: T~~ ~oneys accumul·· ted from payments on 
eccount of stock, interest, p~emium and f in~~. or from &ny other 
source, - fter proper r llo cncea for expenses and other p rovisions a s 
to the i thdr awal nd c~ncellation of sher es and accumul~tion of 
contingent fund, mr: y be offered to shar ehol ders or shareholder who 
sh~ ll bid the highest premium for the preference of a lo~ or advcnce 
on hi s or their respective shar es . The directors m~y m~ke loans 
t o others th~n stockholders on the security specified, nd may dispose 
of such lorna and investments a s funds cay be needed for ~king 
lo- ns to members or for the other purposes of the association. 



Burepu of Building & Loan Supervision, - 3- J ?nu.., ry 30 , 1933 

Section 5595: Pr emiums or loFn fees for loans or advances 
shall consist of a percent~ge on the ~mount to be lo8ned , edvanced 
or borrowed, and shall be a char ge , in addition to interest es 
afores ?- id., on the amount loaned, and such pr emiwn or loan fee 
together with interest and fines p~ id, shall be received by the 
association a s a profit on the amount of capit~ l invested in s~ id loan . 

Section 5597: Tht t ~hen a member procures a lopn or 
adv?noe from the association he shall t:r8nsfer and pl edge his sh?res 
of etook therein to be held until the value thereof ha s been fully 
nc id -nd until all payments of dues , inter est and fines heve been 
made and a ll other liens t hereon di scharged. 

Section 5600: Any such corporation may purchase, hol d, 
convey , leAse or mortgage real esta te purchased at the foreclosure 
of any mortgage, deed of trust, judgment , lien or other encumbrance 
held by it . 

Section 5601: A shareholder may repay a. loP.n at any time 
unon the t erms ~nd conditions fixed in its by- l aws . If there be 
no by- l aws on the subject, then on & settlement the borrower shall 
be char ged with the full amount of the loan , together with all 
installments of dues , interest , premium and fines and other sums 
of money then remaining due and unp nid, and shall receive and be given 
credit if he des1:res to surr ender his sha r es , fo r the withdrawal 
va lue of the shares so pledged in accordance with the rule hereinafter 
provided for the withdnvml and ~oancellat ion of shares. 

Sect i on 5802: Every associa tion shall accumulate from 
its earnings a contingent fund for the payment of contingent losses 
and a t le~ st three per cent of the net eernings shall be set aside in 
Febr uary fl.nd August of e~ oh ye~ r to such fund until it reaches at 
le~ st five per cent of the total a~aets . All losses shall be pa id 
out of such fund until the s~me is exhausted end whenever the amount 
in such fund f alls below five per oent of the a ssets shall be 
replenished by semi- annua l appropr1~tions of at least three per cent 
of the net ea rnings until it reaches five per cent. All losses 
sh~ ll be assess ed in the SPme proportion and manner on all members 
efter the aootmt in the contingent fund has been a.pplied to the 
pP-yment of same . 

Section 5603: Each sha r ehol der shall pay e sum fixed as 
dues for e~ ch shPra held by him, as a contribution to the capit a l of 
the association until such payments aggregate the ultimate value of such 
shar e or shares. Whenever a share shall be matured und unpl edged 
to the association, pa yments thereon shall cease and the hol der may 
wi thdraw B?.me as provided in this act . If not withdr awn, such 
stock sha~l become fully paid in a sum equal to the matured value of 
such shs re; not mo re th~n one-~lf of the funds in the treasurz of 
the ~ ssociat ion can be ~ppl1cable to the payment of matured sheres 
~ithout t he consent of the directors; t he directors may in their 
di aotetion ret ire the unpledeed full pa i d ohares or pr epa i d sh~res 
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a t ~ny time ; and may retire insta llment shares at any time after the 
expiration of three years from the date of issue thereof by enforcing 
t he wi thdrawal of the s~me, provided that the matured sharehol ders 
shall be entitl ed to r eceive and shall be paid t he full value of 
t heir sh~res a t the time , l ess all fines and their proportionate part 
of pny loss. Borrowing sharehol ders shall in addition to the dues 
aforest' id nc.y interest or premiums on each share borro ed upon until 
such shares shPll reach the ultimate value thereof , when the shar es 
shall be cancelled. 

Sec tion 5004: 
on ~hich shar ehol ders may 
p rovisions , and the vital 
concerned is R B follows : 

This section prescribes the conditions 
withdraw from the association ~mong other 
one so far a s the question in hand is 

"At no time , however, shall more than one- hcl f of the 
receipts of the corpora t ion for any fisca l month, and, 
when the corpora tion i s i ndebted on ma tured shares of 
an e~rlier series, not more thr n one- third of sa id 
receipts , be F~pplioable to the demands..: of the withdrawing 
sharehol ders , or of shcrehol ders , whose stock h~ s baen 
for feited in the manner hereinafter provided, without 
the consent of the directors . M 

The first l egi slative enactment touching the question of 
what portion of t he funds of the association to be used for withdr ewal s 
i s f ound in Session Acta 1887, page 111. Tha t provision as a s 
follows : 

"ft t no time however sha l l more t han one hr lf of the 
un-lo ~ned funds 1n the t r easury of the corporation 
be applicable to the demands of tbe withdrawing 
sharehol ders without the consent of the boa r d of 
director's" • 

The conditione prescribed i n the above quoted l aw was 
amended by the Laws of 1895, page 111, Sect ion 15, so that the section 
rePd t~t one-half of the receipts of the corporation for any f i scal 
month could be used to pay 1thdra.wa.ls inst ead of one-half of the 
unloaned funds i n the treasury of the corporption. The sect ion w&P 
ca r ried in the s ~me form from 1895 until the present time. 

From the b~ief outline of the sta tutory provisions v1th 
reference to building and lo as socia t1ons,it i s cl ear th&t such 
associations are designed for the PCcumul ation of the money of the 
members by periodica l payments into its trea sury, such money to be 
invested from time to time in loans to the members on rea~ est at e or 
on their shar es of stock, the borro i ng member to pr y interest and a 
oremium therefor ~Jld r lso continuing his fixed periodica l insta llments , 
all of which pa yments t ogether wi th the non-borrowers • ppyments 
including f i nes , forfeitures • nd fees , go into a common f und until 
such time as t he insta l lment payments and the profits poount t o the 



Bure~u of Building & Loan Supervision, - 5- J Rnu· ry 30, 1933 

f ace value of all the shares in the r asociat ion mt1 tures the certifica tes 
of stock ?nd c~ncels the borrower 's debt. 

The whol e wor k ing of the l aw under building and loan 
associations indicates mutuality or a purpose to a ssist all the share-
holders. All of the contributions to the treasury of the association 
after expenses and losses ?r e p~ id may find their way int o the capita l 
stock of the corpora tion, so thPt ea ch member ~a a contributed 
interest t herein. The capital stock is a common f und contributed by 
all of the members. Therefore when a loan is pai d to the corporation 
it i s but the p~yment into the treasury of F common fund t heretofore 
pai d in by the members . 

The ca.se of Powell v. Doyle, 93 Mi ssouri Appepl, 296, was 
a e~se where t he association undertook to retire stock in the 
a ssociation and to issue t he notes of the assoc i ation in lieu of the 
sh~reholders ' proper proportion of the monthly cash receipts. The 
st~tute r end then as i t does now es to ithdr awals . On the view 
of t he court on what was meant by the t er m "cash receipts" , the court 
a t page 301 of the opinion ar id: 

"If the ca sh receipts of the mont h on h~ nd h~d not been 
suffic i ent for that purpose, then the retirement of the 
stock could not h~ve been l egally accomplished. Thi s is 
t oo pl a in f or controversy. Such a course of procedure 
wholly i gnores the exolicit mandatory provisions of the 
st~tute. It was a flagr ant violation of the association ' s 
charter". 

Ahd further on the &Pme p~~e : 

ftln such oas es the funds must come out of the monthly 
cash receipt s of the corporation, ~ cquired t hrough the 
ordinary channels of its businessn . 

Uoney acquired through the ordinary channels of the 
~ ssooiation's business of course would include payment of lo~ns, as 
well as collection of assessments, dues, premiums, fines , etc. 

In our op inion the term "one-h~lf of the receipts of the 
corporation for any fiscPl month" includes loans theretof ore made 
by t he corporation ~nd p pi d into its tre~sury durin~ such fiscal month 
for i n tha t uay uill the mutuality of the cssoci ation be carried out 
~ nd t he ~ithdrawing member who ~~s kept h is obligations ~ith the 
association be p~ id h i s proper share of e fund he hr s hel ped build . 

Yours very truly, 

GILBERT LAJJB 
.-. ssistant .- ttorney General. 

APPROVED: ______________ ~--------
Attorney Gener al. 

GL : LC 


