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BUILDING AND LOAN : Withdrawing shareholders are en itled to 
dividends. 

J.lay 29~ 1940 

Honorabl e J . ~. McC~on. Supervisor 
llu .r·eau of· Buil ding and Loan Supervision 
Jeff erson City, Mi s souri 

Dear Mr . McCammons 

This department is in receipt of your r e quest 
for on official or inion whi Ch r eads as follows s 

"On September 8 , 1903 1 the Attorney 
Genc..rsl r endered an opinion which 
h 0l d t hat shareholders who ha ve 
fi led notice of withdrawal are not 
entitl ed to subsequent dividends 
or eerninbs • The opinion dealt 
with shareholders who have install• 
ment shares . We woul d like your 
opinion as to whether thi s rul ing 
a t plies to a shareholder who is 
the owner of f ull psid shsres . ft 

As sta t ed i n your re~ ue st, thi s department , o 
September s, 195~. in an opiLUon addressed to Hono.o·a b e 
Ira A. McBride, Supervisor Qf Building and Loan Supe 
vision, he~d t h Et wi thdrawing sharehol ders a r e not en 
titled to sub.aequent dividends or e ornings.. The writ r 
of t he opinion st; t od th. t he had "not been able to f nd 
any ea se 1n other jur1sdictions in poin t on the subje t 
matter sta t ed i n your letter . He t hen p roceeded t o 
quote the buil ding and loan statutes appl icable t o t h 
point i n vol ved and concluded tha t a wi t hdr awing Sh~re 
hol der was not entitl ed to participct e in t he aiv1den a 
for t he followi ng re. sons t First, when one wi thdraws 
hi s O.uea end obl i g&t i ons cease and he puts no more mo ey 
in the association; second, he becomes preferred over 
non- withdrawing members as to the funds on hand f or p 
ment of w1thdrawalJ t hi r da he woul d be entitled to sh re 
in t he prof its made durin[ t he period r eq~ired to ac­
cumulate a suff icient amount to ret ire hi s shaz·es. • 
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A reconsiderati on of the abo ve o~1. 4ion leads 
t his depa~tment t o t he concl usion t hat t h e holdi~ 
t herein is no t the l aw and shoul d be over r ul ed . 

S~etion 5604 6 Laws of M~1 ssouri 1937, page 19 • 
provides in part as fol l ows: 

" Any sharehol der * ·~ -;:- n ishing t o 
wi thdraw * ~: *• shal l 6 subject to t he 
provi sions of the by-laws , and his 
certificat e of stock and tho l imi­
t t tions h r einafter mentioned. have 
power to do so, upon giving one 
mont h ' s writ t en notice of his in• 
tenti on so to do * * * or at suCh 
other t i me c s the b~-l~i1S may provide . 
I f gi ven before a s t ated meet i n ·. t he 
t ime o£ such notic~ shall not be dee~ 
ed to have commenced to run un t i l the 
.first stat ed meeting thereaft er . n 

"The member so withdrawing, * ~~- * 1 
shall , i f his stock be withdrawable 
a ccording t o * * * be entitl ed t o 
receive the amount actually with­
drawable at the ti~e of mnki ng appl i ­
ca t ion for withdrawal etc." 

"Such notice of withdr awal shall not , 
homever 6 make such withdrawing sbere­
hol der a creditor o.f the associa t i on , 
but his status shall be and r emain 
that of a shareholder ~ " 

Under t he above statute t h e ri&ht of wit hdrR 
is a privilege given t o sharehol ders in bui l ding and 
loan associations and may be exercised abs olutely 'l-'n 
such right i s changed by legisla tive enactment . St 
ex r'e l . Vlagner v. F:?r m and Home Savings and Loan As­
sociation , 90s . W. (2d) 93. As was said in 9 Corpu 
Juris 9381 t h e rigtt of withdrawal is an absol ute on 
and ca~not be arbit raril y withheld. 

I t will b e not ed th~ t the atut ute provides t 
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• sL Ch notice of withdrawa l shall not, however . make 
ucH withdrawing ahsrehol der a cr editor of t r e associ~tion, 

but his status s hall be anL ramain t hs t of a s harehol ·er . " 
I t appears t o be ~e intent of the tegfs l · tu: e t hat t .e 
person who has not ice of wi t hdrawal shal l remain a shc~e­
hol der and until paid shall be entitled to all benef its 
and sub ject to all liabili ties of any other shsrehold~r. 

Since t he rendition of t h e former O} i nion t he 
qu J~ tion a t is~ue h s been passed on by two courts of 
ot her states and bot h have held that the withdrawi ng 
sharehol der i s en titled to dividends or earnings . Inl 
Rocker v . Cardinal Buil d i ng snd Loan Association , 179 
Atl . Reporter 667, 13 N. J. Mis c . 397• t he court con­
sider ed t he r easons t hat have been assigned i n t he 
f ermer opinion as t o why a withdrawing shareholder is 
not enti tled to dividends . Th e court said t 

"* ~ * This rule , it seems to me• 
defeats equal parti cipat ion in as­
sets f or it deprives a wi t hdrawing 
member, unpaid perhaps for a long 
period ·• of di vidends on his shar e s 
representing t is proportionate share 
of e arnings . t he r ight t o which is 
an i ncident of SLare ovmership . The 
be t t er ru1e is t l'.La t membership con­
tinue s after wi t hdrawal end until 
paymen t or • ·a t l east , unti l t he as­
sociat ion breaches the membership 
contrect by failing to obey t he 
mands te of t he sta t ute as t o payment 
of wl thdrawals . -::· <!r * * * * * * ~~· n 

In Fredrick v. Mut ual Buil di ng and Investmen t 
Company , 128 Ohio St. 4 74 , 191 • E. 729• t he Supreme 
C urt of Ohio said: 

"* * * * If t he company compl ies 
pr omptly wi t h the stockholder's 
r e quest to te~nete his member-

ship end t o withdraw his money. 
ther e can be no i ne quity 1n 
terrr.ine ting hio r ight t o dividends . 
Lut if• in t heir discret ion. t h e 
dir ectors r ef use t o permit a member 
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to withdraw from the compo.nj , or to 
h ave his money, his r ight to div­
idends persists as an incident t o 
his cont inued o':inership of stock. 11 

The above r ul e seems to be more equit able and 
jus t than that \lhi ch cuts of f dividends from the wi th)­
drawing shareholder. One of t he fundamental features 
of building and loan associations whi ch distinguis h 
them from other corporations is t he r ight of a share­
hol der t o ni t hdraw his money . If through no fault of 
his own, t he associ&tion is in such a condition t hat 
it cannot pay suCh shareholder , t hen why Shoul d he be 
penalized fo r s omethi ne which is no fault of hia . Thk 
&ssociation has his money and continues to use it an~­
to receiv~ returns u~on it . ~ile t hos e members wh o 
continue t o pay money into t he associa t l on ar e supply~ 
inJ new ca~i tal with w~ich the association may earn 
money with which to ~ay dividends , still such paymentB 
increase t he sh e. reholders 1 interest. a in the ass o ciati~n 
and makes a l arger s~ on whi Ch he is entitl ed to d~ 
idends . Ther ef ore, it ·would seem t o us most unt air t 
refuse divi dends to a sharehol der who t i les notice of 
withdrawal when su ch amount to which he is entitled is 
not fo r thcoming . 

In vi ew of t h e above r easons it is t ne opinio~ 
of t h is depart uen t that the opinion of September 8 1 1 ~3 , 
shoul d be overrul ed and no longer consider .d the opin on 
of t hi s depa~· tment . 

It is• t herefore , t r ... e opini on of t h is de.t·' rtmJ:mt 
that a sharehol der who has fi-led notice of wl t hdra\Vall 
is entitled to be .r1aid dividends upon h is sharea of 
stock until his Wi t hdrawal request has been honored . 

Fe s pectfully submitted 

Al PROVl!.D : 

A TPu R 0 1L Fh 

covru R. lii.'dTT 
Assistant Attorney Gencr el 

(A:ting ) At torney General 
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