‘uto‘
BUILD 4G AND LOAN May become Federal Savings ancgLoan Associ .ims

ASSOCIATION: only ceas to do businessfand volunta..
" t:tn:;z:rtnf its assets by two-thirds of ltg%l-
holders' vote.
b,l‘

March 17, 1934,

Hon, Ira A, MoBride, Supervisor { ¢
Bullding and Loan Supervision
of Hissouri '
Jefferson Oity, Missouri /

Dear lr, Lkcbhride:

Thie is to acknowledge your letter
as follows$

"Inclosced is a letter from Mr.

E. 8. Tesdell, @General Counsel

of the Fedorni Home Loan Bank

of Des Moines, Des Moines, Iowa,
raising the question ag to whether
or not the laws of Missouri au-
thorizes a Missouri building and
loan association ohartered under
the lawe of this state to

from a state charter to a federal
charter.

“Furthermore, lMr., Tesdell raices
the guestion that Af the Missouri
statutes make prevision for suech

a ahnn§t, what are the necessary
steps for one of our Missovuri ac-
sociations to take in order to be-
come a federal building and loan
asscelation under the Federal Home
Loan Benk Aet copy of which I am
inclosing. Your opinion on the
points raised in My, Tesdell's
letter relative to this matter wil)
be appreciated by this department."

I.
A building and loan association "is purely a creation
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of the statutes, having only such powers as the
statules give and such ag are necessarily 1npltog60

Appesl of Powell and Doyle, 93 Mo. A. 396, l.c.

Bection 5583, Laws of Mo. 1933, page 182
provides:

*"Any corporation heretofore
or zed or now exist

er the laws of this state
relating to ‘mutual saving
fund, buiiding and loan as-
nociatiana' and any Corpora~
tion organized in pursuance
of the provisions of this ar-
ticle shall have all the powers
provided for in this article,
and the objeet of such corporatlon
shall be the acocumulation of a
capital in money, to be derived
from payments by its members in
periodical instaliments or other-
wise, at such time and in such
nuamor as shall be provided in
the by-laws, and from the profits
and aeeulultttan arising from the
investment of such payments,* **

Section 5585, Laws of Mo, 1931, page 144,
provides in part the following:

"Any number of persons, not less
than tiunty—fite, are residen

ua&?‘t%mxns te .

an agreement in writing, such as is
hmlmnx doanribod, ‘ ‘e

unhjcet to all ths dutios, ltnitntlona
and restrictions, conferred by genmeral
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laws upon corporations, i as
hereinafter otherwige

Seotion 5623, Laws of Mo, 1931, page 160,
provides: '

"It shall be the duty of the super-
visor of building and loan associa-
tions of the state of Missouri to
administer and enforee the provisions
of this article."

gSeotion 55679, Lawe of Mo, 1931, page 143,
provides:

"The state bureau of bullding and
loan supervision and the supervisor

of building and loan associations
shall have charge of the execution

of the laws relating to mutual savings
fund, building and loan associations

From the above, it is to be observed that the
r:guutton of building and loan associations is clearly
defined by the Legisiature, such being the exercise of a
police power, The supervisor is called upon to esxecute
the laws relating to bullding and loan associations.
A-oninoi.hu powers conferred upon him is that of examin-
ing into the affairs of associations under his custody
to the end that he may "correct any illegal nractices,"
(Section 5626, Laws of Mo. 1931, page 162}, And failure
of an umu‘hoa to desict 'u{opl practices" (aiver
notice) givee the supervisor the right to seisze, re-
organize or liquidate it. A statutory receiversiip
uﬁﬁ: liquidation is provided. Foreign corporations are
likewise subjected to his supervision but in a limited
degree (Laws of Mo. 1931, pages 158, 160). Thus the ob-
Ject of regulating hudng and loan asso¢iations is to

romote the gemeral welfare of the people, such associa-
ions being cquasi-publie,

Seotion 56811, Laws of Mo, 1931, page 157 pro-
vides as follows: ” . e
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"Any two or more eerporations,
with the approval of the super-
visor of building and loan asso-
ciations previously had in writing,
may unite and become incorporatec
in one body, with or without any
dissclution or division of the funds
of such corporatioms, or amy or
either of th or any such corpora-
tion mey transfer its engagements,
funds and property to any other such
corporation upon such terms as may
be agreed upon by three-fourths of
the members of each of such bodies
resent at the mee of the mem-
rs convened for that purpose, by
notice stating the object of the
meeting, sent thro the postoffige

to every member, by a general
notice, lppoar daily at least
one week, Yy at least two

weeks, 13 -o-s newspaper published

at tho place of the prineipal busi-
ness of the corporation; but no such
transfer shall prejudice any right

of any ereditor of any such corpora-
tion to have payment of his debt

out of the asesete and property there-
of, nor shall any creditor be there-
by deprived of or prejudiced in any
right of action then existing nst
the officers or directors of
corporation for any neglect or mis-

conduct,"
From the above and forego it is our opinion
that only “"mutual saving fund, build and loan associa-

tions and any corporation orgnnisod in pursuance of the
provisions of this article" are intended by the Legislature
to be the only such corporations that might merge and take
advantage of Seotion 5611, supra., Thus it becomes necessary
to determine if & "Federal Savings lnd Loan Association"

is a "'mutual saving fund, huild and loan associations'
and a corporation or sod in suance of the provisions
of this article* eontanplttcd,g;ISQOtton 5611, supra,

to be merged with a State (domestic) building and loan
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agsociation, so that the State charter is abrogated,

II.

Section 5 of the Home Owners' Loan Aet of
1933, in part provides as follows:

“(a) In order to provide leooal mutual
thrift institutions in which peo-
ple may invest their funds and in
order %o provide for the financ-
::g.of homes, the Board is authorized,

such rules and regulations

as it may prescribe, to provide for
the organisation, ingorporation,
examination, operation, and rogulatlon
of associations %o be as *Feder-
al Savings and Loan Associations®
and to issue charters therefor
ing pr consideration to t‘o host
practices of local mutual thrift
and home-financing institutions in
the United States.

*“(d) The Board shall have full power $o
provide in the rules and regulations
herein authorigzed for the reorganisga-
tion, comnsclidation, merger, or
ligquidasion of such taloottmtans in-
¢luding the power to appoint a eon-
servator or a receiver to take chaxt:n
of the affairs of any such associat
and to regquire an equitable roaddu-tlcnt
of the capital structure of the same;
and $o release any such association from
such control and permit its further
operation,

"(f) Each such association, upon its in-
eorporation, shall become automatically
a member of the Federal Home Loan Bank
of the district in which it is located
»
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or if convenience shall require

and the Board approve, shall be-
come a member of a reioral Home
Loan Bank of an adjoining district.
Such agssociations shall qualify for
such membership in the manner pro-
vided in the Federal Home Loan Bank
Aot with respeet to other members. "

Without deciding the question as to whether
a "Federal Savings and Loan Association "is a2 foreign
or domestic corporation (or neither of each) it suf-
fices $o say that such associations are not supervised
or within the jurisdiotion of the supervigor, to-wit:

#* * the Board is authorised, under
such rules and regulations as it

may preseribe, to provide for the
organization, ineorporation, examina-
tion, oporatioa, and rogulniiul of
associations to be known as * * * *,
and to issue charters therefor * * ."

It is our opinion that a building and loan as-
sociation may not merge with a Federal Sav and Loan
Assoeiut%on under and by virtue of Seectiom 1, Laws
of Ho. 1931.

111,

S8eotion 5636, Laws of Mo, 1931, page 1862, pro-
vides in part the foliowlngz

"o association shall cease to do
business or attempt to make a volun-
tary assignment of its assets or in
any other manngr to liquidate ite
affairs prior to the maturity of

all of its stock, except with the
consent of t-o-tﬁtrdu of its stock-
holders and the approval of the super-
vision of building and loan associa-
tim.ttt i
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If an sssociation, now supervised and deriving
its right and enjoyment to do business by the laws of
this State, attempts to its charagter to the end
that 1t would cease to be r the jurisdietion of the
3tate Bureau of nuildinf and Loan Supervision, and/or
laws of ltsaourl t would amount to "oeasing to
do business®, 'unh domestic building and loan asso-
ciation de-trcs to quit business or make a voluniary
assi t of its assets, it may do so upon consent of
two-thirds of 1its ltookholdnrc, and approval of the
supervisor,

It is our opinion that a building and loam
association may make a voluntary assignment of its ap-
sets to a Federal Savings and Loan Association prior
to the maturity of 2all of its stock vhen it obtains the
consent of two-thirds of its stockholders and the ap=-

proval of the Supervisor of Building and Loan Associations.

In this conneetion we quote from Vol, 8, Corpus
Juris, page 997, Article 149:

s * » %  or an agreement whereby
one pur es the sssets or assumes
the iness of amother, is not un-
lawful, and may bLe attaakod only by
the stockholders of the association
which is being absorbed, the courts
will not allow the rights of stock-
holders, either individually or eol-
lectively, to be prejudiced thereby;
and where the purchasing association
acts in such an arbitrary and un-
authorized manner that the absorbed
association becomes insolvent, equity
will set aside the transaction and ap-
point a receiver on behalf of the minori-
tg stogkholders of the association so
absorbed,."

Yours very truly,

APPROVED:
JANES L, HORNBOSTRL
TOY HeERITTIIoE Aspistant Attorney-General.
Attorney-General,
JLE/ AR

¢C - Hon. E.S. Tesdell, Generzl Counsel,




