
BUILDIHG .... ~--n LO.hN: If by- l aws provide , free shbres of stock 
~ay be ~cc~pted ~or rea l astute only . 

Honora ble J . \'i . MoO ammon 
Supervisor , Bureau of 
Building & Loan Supervision 
Jefferson City , Missouri 

Dea r La- . t:oC8J11Illon: 

Thi s is to a ok:novrledge your letter dated 
June 9 , 1937 , as follows: 

"You are f amiliar , or course , \dth 
ur . Skinner's cft'ort to ,., i thdrav; 
his inves tl'!Jen t trom tho Gateway 
Lavings and Loe.n .. ~sao cia tion, 
Y_ansas Cj ty , & s ubject , .le have di s 
cussed ve rbally several times . f~d , 
as I underst&nd it, it is clea rly 
legal for me t o u1>prove £.. proposi 
tion for Dr . ~kinner to accept real 
esta te owne d of the Ck:tte\~a y A:...socia 
t ion in p~yment of tho money he un
successfully i nvested, pr ovided 
l.Jr . i.:Jkinner E..na. office rs ot' the Gate\Jay 
ca n agr &e as to price of tho re~l 
es~te and a lso provided l.Jr . ukinne r 
is willing to ncccpt re~l est ate . 

"~,_::; you t.. lreu.uy kno\11 I have r..c..de 
severa~ efforts to contact ur. ~kinner 
for the pur!)o~e of l.L.ying this to ~.L~
tive proposition before hiL'l, but on 
each occasion he hGs b~cn out or his 
oft' ice or too busy with his _1)8 tients 
to be interrupted . 

" I am now asking you to l et me have a 
letter formal1y approving from a legal 
standpoint , the pro~osed exchange of 
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"rea l es t a te f or the buildi ng and 
loan sh~res ~r . ~kinner hol ds, it 
being impo$sible , undor tho 
1 ~1ssouri l uw, for him to withd.r~u 
these shares in o~ah from tho 
assooi&tion. " 

a building and l oan as socia tion is a quasi publio 
financio.l institut ion, and is s upervised by the State through 
t he Bureau of Building and Loa n ...,upervision . ~tate ex rel . T. 
:rart;l and Home bavings a nd Loan , .. ~sociation of llissouri, 90 
s . \: . ( 2d ) 9:3 . A building &.nd loa n r..scooi c.tion may only 
oper a te as i s provided by i ts by-l~us e.nd the at& tutes . · .. nile 
the supervisor is given f ull , adoqu~te and compl e t e authority 
to inquire into the me thod and management of associa tions , yet 
tho duty does not rest upon him to i nsure e&ch shareholder 
against bad i nvestment s . In other \lOrds , tho s upervisor does 
not have the duty pl aced upon him t o guar antee to a ll share
holders t ha t invest ments made in buil ding and loa n associa tions 
will be secure . No doubt Dr. :;;}Cinne r .cade an investment into 
an association, whioh it turns out i s a bad one . Section 5604, 
Laws ot Mis ~ ouri, 1931, page 155 , pr ovides how a shareholder 
may w1. thdraw, and limits the association as to the amount t hat 
oan be paid to wi thdrawing sha r eholder s . Note this provision 
which restricts building a nd l oan associa tions: 

" "' >• * ¥- &nd \.hen the demands of 
wi thdrawi ng shareholder s exceed 
the moneys applicable to t heir 
payme~t, the funds a;plicable to 
t he payment of t he ,,"1 thdr&.wing 
sh~reholders shall be pro- r a ted 
among the membe rs \.ho have i"il ed 
notice of wi thdra,;al upon the 
following basis: n 

,.!e assume that there are I:lflny withdrawing share 
holders in t he Gatev~y saving$ and Loan Associa tion of 
Kansas City , and , therefor e , it w~ll be some time before 
Dr. Skinner can receive his money . You suggest a possible 
way in which a quick realization o~ the \•1 thdra\Jal value ot 
Dr. Skinner's shares oan be consummated , i . e . a ccepting rea l 
estate O\v.ned in lieu or the book value ot his cert1~1oates . 
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Section 5600, Laws of l .:i f.> s ouri , 1931, page 153, rec.ds as 
tallows: 

u,..ny cor:port..tion ore t~ ted by or under 
t h i s article is hereby authorized and 
eD"po,uered to purchase a.t ~ny sheriff's 
:.,u.le or a t c.ny other sale, public or 
pri~te , juQioial or othe~71se, any 
re~l estate upon vmi oh such corpora
tion may have or hold &ny mort gage , 
deed of trust , Judgment , lien or other 
encumbra nce , or in which such corpora
tion may have a n interes t , and to • ell, 
convey , le&se or rnort~ge , at pleasure 
t he re~l us~te so purol ased to &ny 
., ~ son or pe r sons .whatsoe ve r . " 

You will note the ·ttbove section permits &n a ssoci a 
tion to sell , convey , l ease or mortgage , a t pl e asure , real 
estate owned or purchased to any person or persons wha t soe ver. 
The Legislature sanctions the exch~nge of certificates ot 
stock tor real esta te owne d , beca use by virtue ot Section 5593 , 
Laws ot ?.!is souri , 1935 , page 201 , it provided for the segrega
tion of good assets a nd ba d assets into u participating reserve 
tund, and speoif~cully provi ded for the exchan~ ot stock tor 
real est a te owned . ''e flUo t e t he pe rtinent provision, as 
tollov;s: 

",.. .. * "" .. . nd e.ny building a nd l oan 
associa tion may in the sale of its 
rea l estt~te t &ke stock in the associ a 
tion in payme nt ot the purchase 
price or uny part thereof , a t such 
price u. nd upon s uch t aros and condi 
tions ~s tho board of airectors by 
r esolution r.:lt;l.y E..~prove . " 

From the ubove ~nd foregoing it is our opinion thut 
1:t the by-laws or t he Gate'\'my >Ja.vings und Loan .!t.:...Oooia tion so 
provide , then the association IllhY a ccept shares of s tock owned 
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by Dr . Skinner in exchange tor real estl.. te owned . HO\iever, 
the a ccepting by the assoc i a tion of certifica tes ot stock 
in exchange for real esta te only applies as to tree shares. 
An associa tion is not permit ted to a ccept shar es in payment 
ot a ny loan t ha t mi ght be he l d by the c.ssociation. As to 
the l atter, we have \.Tit t en you previously an opinion in 
whioh it \'las held tha t shares of s tock could not be used 
as a setotf or in peycent of an indebtedness . 

.. \.PPhOV~D : 

: . J . if'i:noli 
(.r.cting } Attorney General . 

JLH/R 

Your.; very truly , 

Janco L . Hor nBostel 
Assiatunt Attorney Gene r a l 


