
BtiLDING APD LOAN .. Home Owners• Loan Corporation bonda • . 

F \LED 

1\ 7 
L-----

non .. Itta A •. llcBrlde 
Supen1dr 

J 
Bureau ot 8u1141ng md Lou S~el'T1a1an 
Jetteraon C1Q, •taaourl 

Dear • f&: Bl-14aa 

helcSa 
On Auguat 7Ul, 10as, we rencSared an opinion which 

•zr the wlldJns. and loan ooQantea nb­
at1tute or exchange their flrat eortsasea 
or deeda ot tnat tor bond a ot Horae On era' 
Loan corporation, lt would be an lncUreot 
method ot 1DYeat1Dg lta mon87 1D auob bond•• 
wb1ob the atatuta doea not pera!t. It la 
our op1n1on t~t lea1alat1on will be 
neceaoU'J befotte boDda ot Hoao Owner a • Loa 
Corporation •1 be accepted ~ baild1na 
aDd loan OOIIIMJllea 1n lieu ot their tS.r•' 
morts-a•• ott dee4a of tt-uat an4 \Jiltll auoh 
t1 e tbe o~lea a&J not aooept the boD4a 
1n exchange. 

/ --
~b 

Stnoe th1e rultQg, baaed upon t he e%1at1ng law, eona14erable 
1ntereet hna bMn me1teate4; ao 1Dl1Ch .o that Ilia FltcallencJ', the 
Governor, h e.a gl•.n the aaauz-moe that 1n the Special Seaaion to be 
ahortl7 called be w1ll,to the extent ot bia power,to pPGMOte 
President Rooa••• l t ' :t ••t1onal Peeo••!'J Pro am, urde ebaDgea to 
cont"ora preset State lawa to that prograa. To do tbla !Ileana 
helping d1atreaee4 b02e ownera • 

.. 
ReaaODabl7 asaured, tberetor•• that 1e&1alat1on will be 

enactecl p&ra1tttna the aoceptmca ot H •• Ownetta' Loan Corporation 
bonda b7 bu1ld1Qg and loan aaaoclat1ona on d1atreeae4 loan•- we 
advlae that •• a .. tter ot po11CJ to be puraue4 ln tbe jnd1•14ual 
caae, euch bonda IU;t be accepted accord1D.g to the olan here1naf't• 
set torth. We are p~ac1ng thla .uggeat 1on or acceptance as a 
dete~tnat1on or oollc7 and not aa a ~ueat1on ot law. 
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In our OJ)illion ot Auguet '7th we ehow that bu1141.ftg aJMl 
loan a eoc1at1one ~ ta.eet tbeir tuDda 1D eeyeral particular ••1•. ~. rea tate: t1retr on share a of etock 0111led b7 ehare­
holdera, 1 con4; on pr1 .. unenou8bored real eatate, third; to 
otber building and loan aeaoc1at1ona, tourtbJ in la~l7 
ia~d obligatione ot tbe Land Bank ot the State ot •taaouri• 
t1tthJ on boDda ot the U.1te4 St atea, slxtbJ boD4e of tbe 
State ot leaour1. Boweyer, due to the 4epreale4 oon41t1on 
i n all linea or buaiaeal c!ving the paat r .. JNr~ and the 
l ack ot e:Dplo)'M!lt ot a larse percentage ot hoM onere .r.an7 
ortgage loana h••• tallen 1a arrear1, Y&luat!OD ot re;i eatate 

haa decreased and unpaid taxee ye ab.orbed, 1ll aome caeee, 
entire equ1t1ea. In otbar 1Datancee, bD114~ aad loan aaaoc1• 
&t iona have been oo_,elled to torecloae ~1r loana with the 
result that the up-kee» , 1neuranee and taxea on .ueh real estate 
have tar exceeded the rental Yalue der1Ye4 rro~ aueh propert7, 
which baa added a great burden to aeaoc!at1ona. Theae coata 
aigbt contiaue tor eome t ime aDd, 1t, an4 when• the propert7 1a 
•old a loa• wcnald be 1DoUJ'I'eCl. 'fbe!'etore, to protect the ab.are­
holdera o~ bu1141ng an4 loan aseoe1at1ona 1D th11 ... r geno7 aDd 
t o hel p d1atreeeed boae oWDera, we ausgest that 1n each part1o• 
ular case whe!'e the home OWD.er 1a d11treaae4 aJld the oal7 •au 
and aotho~ available wherebJ bu1ld1Dg ~4 loan •••oc1at1ona 
-7 co~~tproaa1ee an ex1atlng 11u111t7. tben aueh ortgagea ma7 
be exchanged tor bonds ot the flo• Onere' Loan Corporation. 
Thus, when bon4a are exchanged 1t will be ~ !"11etbo4 of rena;ymea' 
ot a l oan b7 borrowtos ~arehoidera ( seotion aeo1 Lawa of o.,l931 ) . 
Second. when bu1141ftg and loan aaaoo1at10Jla b~ fo?ecloaure ha•e 
title to propert)- by virtue or auch, theft aajd b~da •7 be 
accepted 1D exeb&Dge tor the real e state tbua acquired. (See 
Seoti on 5600, Lawa ot o •• 19Sl, P• 15~. ) 

In no event aball theae bonds be oanlidered o!' aequ1re4 
aa an investment and it ac quired auch ~ould be lilted aa 
•oollect1ona• or •eompromiae ot an 1n4ebte~eae• or •seeurit1ea 
acquir ed by virtue ot ee111ns a 11ab111t.J•. reapeotlvely, aa 
the ease 111A7 be. It ehould be ,.our further policy that these 
bonds be d1apoee4 or at an earl1 practicable date to the beat 
advantage ot bull41J18 and l oan co•pan1ea. It 1e our unde!'atand­
tng tbat the Yalue ot tbeee bouda baYe greatl7 1Dereaaed and 
will reJD&1n oo:latmt; that ther e 11 a ~kat tor thea: and tu.rther• 
that auoh will be accepted aa collateral tor loana b7 Fedwal 
f!e1erve B nka and bJ '7&deral Boz e Loan P&Dka . • again r i DeS 
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70u thnt t he 'J)rinc1pal o t theee bonda are not rmteed. out 
the 1Dtere~t ot tour per cent 1a guareteed tor a period of 
e1e;bteen 7eare. 

Before auch bonds maJ be accepted a reaolu\ 1on mu~t be 
adonted or tho bJ'-lawa of building an4 loan aaaoc1at1ona changed 
t o pcr~1t t hem to do t he t hin '. & auggeated tn th1e opinion. I t 
will be 7our duty before tbeae bonds .. 1 be accepted, 1n any 
eYent, t o ap~rov@ 1ueh b7•lawa or resolutlona. 

' • 11at eo ot the adyantagea de?1Yed b7 p rm1tttng 
building a nd loa~ aaeoc1at t ona t o acoept theae boftda: 

(1 ) 87 buildi.Dg anct loan aeaoc1at1ona acoept1D8 
theee bon4e, it will lnaure •11aottPl a great­
er, or at le at ita pronort1onate anare of 
auch allotted .to lt, a ~ the aaaocsat!ona own 
a major1t7 of mortgagee held in th1a State. 

(2) It will be adnntageou• to hoae otmera who are 
borrowing hareholdera or who have l oe t their 
bo • • OJ toreoloaure. 

(S) Building and loan aeaoc1atJona will be able to 
1t1gate their l o•••• on uadereecure4 loana. 

( 4 ) Bu1ld1n8 and loan aaeoctationa ma7 pa7 wttb• 
draw1ns aba~holdara with theae bonds 1~ auoh 
aembera will accept them. 

(5) The collataral featur e tor .l oana. 

( 6) By ui1D& the bOJlda •• a MO. to 11quldate 
,~marketable •~••t• (real e state). 

(7 ) It w1 1 take eerta1n kind ot real estate ott 
t he market, Which at present baa no aale Y&lue 
and therob} 1aeP•~•• the yalue ot P-1n.1Dg 
real eatate. 

It 1 our conolua1oa an4 optn1o~ that 70u ••7 pro~ulgate 
a polic7 1D aecordance wl'h the above and toresoiDG auggeatlone 
tor aueh a period ot time a required tor the eaactment or peooer 
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leg1al tio~ . e have in good raith relaxed our poa!tjon on tbS. 
matter, believing 1n tbe aeeuranee g iven, the et tutee will be 
changed 1n e, eL ~UDDer a e to conror with thia op,nion. 

JLH:EG 

Jafllee L. ftot-f'!Boatel 
Aae1etant Attor~ e,y-oeneral . 


