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SAVCNGS AND LOAN SUPERVISION: Holder of Installment Shares retired

- by directors cf association entitled
oL \ to receive full value thereof and
, earnings to date of retilrement,

-
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Avgusts 20, 1949

donoranle T, i, orton, Supervisor
Division o Savings and Loan Supcrvislon
State OfTice y¥uilding

Jeifersnn Cliy, Missourd

Dear Sir:

"o hereby acknowled:e PSPCLuu of vour roqguesst for
an opinion which rcads as {ollows

"As Suporvisor of the Udlvision of Savin.s
and Loan Supervision of Higsourl, L desirve
an opinion on a quostion now bHelore ne Tor
aetoeraination,.

Mime iloard »f Lireebtors of
Bulldlng and Roan Assoclatlor
Mlagocurl, as of Seustomber & /
for retirenent all outSLand_\w r
ment shares, giving the holders th
cholece ni cash, or Optional shares
ICYreor .

ﬂo Bhe Charles
of’ 4. Charles,
1944, called
Prog Installe
ereni a
, In lioun

<§O i

"rRetirenent value was compuitold on thoe basis
of" Withdrawal Value a8 oi Junc 50, 1044,
with no earninzgs belng allowed from thot
date to September 00, 1044, llowever carni
were pald and creditod to all other shares
far that porlod,

"1 thdrawal Value,’ 08 applicanls to shaves
in Duildiag, uﬁVln 8, and Loan assoclations,
is the amount pavyable to the sharchollcr
should he voluntar;lj wilthdraw from the
assocliatlion prine Lo the maturity of the
dhares, This value Iis tﬂe accoql, or book
value, le¢ss a portion of the ecarnings
allocated as a peunalty Jor nov copro ing

b
the contract to purchase the shares,
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"The power of the board to retire the
ghares is not questioned, as such power

is clearly granted under Section 8283,
Revised statutes of 1938, this section
also setting out the ba81s on which shares
shall be retired, DReading ia par{ as
follows:

"1eceand provided furthor, that

the matured sharveholders shall be
entitled %o receive and shall be
paid the full value of thelr shares
at the tlne,===!

"The shares in questlon were retived by
order of the Board of Directors, and at

a value less than the full value, with no
earnings allowed for the period June 30,
1944 to Septeubor 50, 1044,

"1t would appear this was an Involuntary
withdrawal on the part of the shareholder
and should have recelved the full value of
the shares plus earnii:e to the date of
retirement, '

"Mile the earniugzs for the period Tune 30

to Septeriber 30 ls not specifically covered
by the above section of the Statutes, Section
92 of the ty-Laws of the agsocilatlon reads as
follows:

"'EZA)SICH? 52 VOIFNILY TS TALTHENT
SHARLS, IWIDTAVALS,

"ontihly Instdllrent Shares may he
withdrawn by thic sharcholder at any
timo, upon giving thivty days! notlce -
in writing of such intentlon'‘to with-
draw, subject, however, to the limita-
tlons of 3ectlon 36 of these By-Laws,
and when so withdravn the shareholder
shall be entitled to receive the Ducs
paid on such shares plus the dividends
wirtich: may have heen lrrevocably credited
on such shares prior to the date of such
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withdrawel, provided, however, that
if such lionthly Installment Sharos
shall be withdrawm within one jyear
from the date of the issuance there-
of, a discount of flve per cenbt. of
the dues pald on such shares shall he
deducted fron the amount whilch such
withdrawing shareholder shall bhe en~
titled to receive.

"After the explratlon of two years
from the date of the 1ssuance thereof

- dividends shall be irrevocahly credited
on ilonthly Installment Dhares at such
rate as may be determined by the Doard
of Directors, such dividends, however,
prlor to the expiration of six years
from the date of the ilssuvance of such
shares shall not exceed five per cent,
pesr annum,

"Monthly Installiment shares nay, Dy

o order of the HDoard of Direclhorns, he
called in for cancellation at any time
after the explration of throe ycars
from the date of the lssuance thereofl,
regardless of whether or not the member
owning such shares has filed an applica=~
tion for their withdrawal and, when 8o
called in for cancellation, shall be
reodeemed at the amount of Lues pald on
account of such shares plus the divli-
dends eccrued thereon to the deslgnated
date of cancellation.

"Fines due by withdrawing wmembers shall

in all cases be deducted from the amount
which such withdrawlng member -shall be
entitled to recelve under the provisions
of this sectlon. T'lnes already nald shall
not be refunded,!

"'The Uoard of Directors have talkken the position
that the shareholders aocepted elther an (Optlonal
share gccount, or cash, for thelr Installment
shares, and that such acceptance by thea made the
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transaction a voluntary withdrawal by the
shareholder,

!
"The Department has held that thls action,
naving been initiated by the Doard of -
Directors, was retiresent oif shares by
them, and that they were not justified in
computing the values on the Withdrawal
basis. Also, ia view of provision in Sec-
tion 32 of tho assoclation Dy-Laws providing
that earnings shall be allowed to the desipg=-
nated date of cancellation, 1t would appear
earnings should have been allowed to September
30, 1944

"4 copy of letter sent tHo the shareholders
advislng them ol the actlon by the Uoard 1is
attached for your information.

"7ill you kilndly advise me if, in your opin-
ion, I am correct iy assumlng those shares
should have Leen rebired at their full value,
including earnings to the date of retlrement.

From the contents of your letver 1t is an 1lnescapavle
conclusion that the Free Installment shares were not voluntarily
withdrawn., The Withdeawal Value, thercfore, 15 not the proper
basis for computing the retirement value of these shares.

You refer to Sectlon 8820, R,5. lio. 1939, “and we note thab
that sectlion has been amended in part and reenacted in the Laws
of 1943, at page oI4, Sectlon 4, wherein it is provlded:

"Each sharcholder shall pay to sald corporation
at or before each stated mecting of the dilrectors
or at such tlme as may be provided in the by-laws,
as a contribution to the caplital thereof, the

surm fixed as duves for each and every share held
by him. The board of directors ol each associa-
tlon shall make semi-annvally such approprlations
for reserves as may be required by law or deemed
advisable and then shall maize in its discretion
apportlonnent of net sarnings to outetandling
shares in the ratio the book value of oach share
bears to the total book value of all shares,
except shares pledged in connectlon with real
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estate loans which are outstanding on &he

erffectlive date of this act, and vhich shares

8o pledged may De credited with dlvidends at

a rate greater than the rate at vhich divi-

dends are credited to other shares, All

earnings 8o apportloned or distributed, but

now oald in cash, shall be added &to twe

individual share accounts, beconln: a partd

ol the booit value and capital account and so

appearing on the records of the assoclation,

And all amounts carried Dy any associatlon,

upon its books, upon the effective date of

thils act, which actually represent earnings

apportionable for a previous semi-annual

period or periods to a particular share or

class of share accounts hut whichh have not

beon credited thereto, shall be apportloned

and credited before tho expiration of the

current semi-annual period; provided, now=-

ever that any association which, at the

effective date of thls Act, has outstanding

monthly installment shares may continue

allocating from not earningss, after requlred

reserve appropriations, d&videnus to such

installment sharss at a rate greater than the

rate at which 1t allocates dividends to other

classes of shares uwntll such outstanding in=-

stalluent shares are fully pald, 'henever

an unpled;ed share shall reach its maturity,

8ll paynments thereon shall cease and the

holder of such stoek may withdraw the sane

as provided 1n this law. If not so with-

drawn, such matured stoek shall be and he-

come fully paid sitock of the assoclation in

a sum equal to the matured value of sald

shares; PROVLIDED, . ﬁ’ﬂvuu, that at no time

shall more than one~half of the funds 1a the

tresgsury be applicabnle to the pavneﬂt ow such

matured shares without the consent of the d:fectovs-

AYD PROVIDED further, that the dlrectors of sald

corporation may, at tnolir discretion, wader rules

made by tnew, rebire. the unpled;ed fulI'Qa{d shares,
oy prepaild shares, at any uime, and mayv in lilke

maniier rotire installmont Snares ac any time alter
the ewpf?at{bn of three yecars from i the date of the
L8Cue thereol by eﬁforcin~ the withdrawal of the
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games; AND PROVIOED further, that the matured
sharcholders ghall be entitled to receive and
shall Do pald the full value oi Gtheir snares
at The Gime, less all Lfincs and LL6Lil pro-
portionate part of ony loss. 'The particular
shares to be so involuntarily retirved shall
bs determined under such repulations as the
directors may prescribe, Dorrowing share=
holders, for each shavre borrowed upon, shall,
in addiftion to the dues afloresald, pay the
stated periocdical payment of Interest, and in
assoclabtlions in which the premium is paid by
Installments, the periodical payment of
premium agreed upon uvuntil suech shares shal
reach the ultlmate value thercof, when sgal
shares and sald loan shall De declared canceglled
and satisflied, And ascocletion may, In its by-
laws, provide thet the holders of Iree or un-
borroved sheres siwall not recelve any more than

the face value of their shares less the averacse
premiuvia pald by the borrowers oi the associatlon

up to dates AFD PROVIDED further, that vhen any
shares of gstoclt of an associntlion have, in the
opinion of the board oi directors, reachsd thelr
ultinate value, such fadt shall he reported to

the supervicor of buillding and losn assceclationsg
and no stoclk shall be matured or money pald there-
on except with the consent and approvel of said
supervisor ol building and losn ascocloilons,

An associlabion may by agreement with a sharsholder
pay the value of matured shares to the sharehslder
in agreed monthly installuents; and viwere there 1s
such apgreement the assoclation shell not be reguired
to male any other payments in the repurchase of such
matured shares, notwlthstanding eny other provision
of this chapter." (Underscorins ours,)

1
d

We have underscored that part included by jour correspondence
plus a statexzent which applics to the present situation and pro-
vides that, if the directors abt thelr discreticn retire install-
ment shares, they do so hy enforelng the wilthurewal of such shares,
which is surficlent to show the Involuntary natuvre of the retlre-
ment. Having been so retired, the natured shareholders are then
entitled to receive and be paid the full value ol thelr shares

wnt Thelr retiresient was called for
&

at the tlme of thelr retirencnt.
as of Septeuber 30, 1944, and the holders of these retired shares
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are entitled to their part of the earnings to that date.

Wie note the third paragraph of Sectlon 38 of the By-Laws
concerning ilonthly Installment Bhares and Vlthdrawals. 1ls s
rewording of the underscored portion of Section 8223, supre,
and 1t is under this sectlion and parazraph that Lhe retirement
wes undertaken.:

COMCLUSTION

It is, thorefore, the oplunion of this departuent that,
when the directors of a bullding (savings) and loan associatlion

call for the rotlroment of oubtstanding Installment Shares, they

are to be retired at thelr full value, plus earnin s to the date
of fotiremont.

‘Rospectfully submitted,

J. UATTEN A
ASulS tant Attor

ey General

APPROVED ¢

vT » :E . I‘AF\VLO FL
Attorney General

JHALR



