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Association ma7 not have both an 
undivided protits and unallocated 
reserves account. 

February 23, 1950 

FILE 0 
tJr . Clarenc 'tiebb 
Supervisor, Division of 
Savings and Loan Supervision 
Jefferson City, issouri 11 
Dear Sir : 

This depa~tment is in receipt of your request for an 
official opinion upon the followin~ matter: 

Under section 39 of the Savings and Loan 
Law may an association maintain both an 
undivided profits account and unallocated 
reserves account . 

Section 35, Laws of Uiss .)uri , 1945, page 1578, Section 
8257 . 34, •: . n. s . ' ., provides as f ollows: 

"Tho board ot directors of each associa­
tion ahall set up :md maintain tho rc­
s~rves required, and may ~intain such 
additional reserves as aro pcrztltted, 
by this Act. The board shall nru~o somd­
annually fron net oarnlncs or undivided 
profits appropriations for reserves re­
quired by law and such additional ap­
propriations, if any, as may be deemed 
advisable by the board for tho protection 
of the association. " 

Section 36, Laws of Vissouri, 1945, page 1578, Section 
8251 . 35, M. R. S. A., provides, in part , as f ollows: 

11 J3ach association shall accumulate from 
its net earnins s and ~aintain a con tingent 
fund (which may also be termed general 
reserve) for the solo purpose of absorbing 
losses. on the semi-annual closin$ dates , 
each association shall , before declaration 
of any dividend for such semi-annua l period, 
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trn 1sfer to such fund or reserve an amount 
not less than ten per cent of its net 
earnings for such semi-annual period. -c;. ; " 

Section 38, Lo.ws of JJissouri, 1?4.5, page 1578, Section 
8257 . 37, ~· . R . S .A ., ree.ds as follower 

"On each· semi-annua l closing date, after 
payment. or provision for p .ymont of all 
expenses and transfers to reserves, the 
remainder of net enrnin~s shall be. cred­
ited to tho und1v'1ded profits account." 

Section 39, Laws of Missouri, 1945, pase 1576, Section 
8257. 38, M. R. S. 4., which is mentioned in your request and was 
a~art or tho Senate Coa~ittee Substitute for Senate Bill No . 
65, passed by the 65th General Asse~bly, states: 

"The association ay, at its option, 
desienate the · undivided profits account 
as unallocated reserves . ;e~o ·:} J.:·" , 

Section 4o, Laws of f issouri, 1945, page 1.!)73, Section 
8257 . 39, M. R. S. A., reads as follows: 

"As of June 30 and Dece~ber 31 of each 
year the bonrd of directors shall declare 
such dividend, if any, from tho undivided 
profits account as tho board shall doom 
advisable, takinJ into cons~deration ex­
istinG conditions; provided however that 
any association which, upon the effective 
date of t hio \ ot, had been closinci its 
books and declar~ dividends upon other 
semi-annual dates may continuo to do so, 
with tho consent or the supervisor. " 

• • II 1 

Under tho above sta tutes, it will be seen that the Savings 
and Loan ft ssociat1on is required to set up a contingent fund 
which is to be used for the purpose of absorbing losses, and 
that such contingent fund may, in the discretion of the Board 
of Directors of the ~ ssociation, be desiGnated as a General re­
serve fund. . Further, the association is required to provide 
an undivided profits account, but permission is given to the 
association to designate such undivided profits account as un­
allocated rese~ves . 

'lo beliove, fro':l a readL-.,o of tho statutes , that it was 
the intent of the Los islature that the as4ociation had ita 
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choice as to W:lat none should be applied to the t''o fUnds . 
The continsent fund could be designated as a ceneral reserve 
tund, while tho undivided profits account co-uld be called 
unallocated r eserves. The reason for e iving to t he association 
its ehoice as to tho appellation t hat could be applied to the 
fund out of which dividends were to be paid was that the term 
"undivided profits" m1£ht lead a shareholder to believe such 
account was available and ~hould be paid out·1n dividends 1n 
its entirety, while the term "unallocato'l reserves" would in­
dicate that a part of said fund is being held 1n reserve, 
"taking into consideration existing conditions , " as autnorized 
in Section 40, supra . le do not believe the Legislature in­
tended t hat both the undivided profits account and u_~allocated 
reserves account could be caintained by the association, but 
merely gave to the association its choice as to nrumes , the 
fund remaining the same no oatter by what naco it was designated. 

COTCLUSIOU 

It is , therefore , the opinion of this depart~cnt that a 
Savinco and Lo~ ~ssocintion may not maintain both an undivided 
profits account and an unallocated rosorves account . 

APPROVED: 

Reapectful~y sub~tted, 

I:RTTIUn M. O ' Y~~FE 
\ ssistant Attorney General 
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