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Fletcher's Cyclopedia Corporations, sec. 
145; 14 C .. J. 118-120.) 

Unquestionably the requirement that 
the number of directors to be definitel~' 
set forth is as imperath'e in the case 
of an amendment like the one in ques
tion as it, is in the case of the origina I 
articles of incorporation. The statute 
can be given no other sensible meaning. 

Opinion No. 601 

Building and Loan Associations-Stock 
-Loans-Set-Off of Assigned 

Stock Against Loan. 
HELD: The assignee of stock in a 

building and loan association which is 
not insolvent may set off his with
drawal stock yalue against his loan 
from the association. 

August 25, 1934. 
You have submitted the following 

question: May a withdrawing stock
holder assign his stock certificate to 
a borrower and the latter apply the 
cash value as part payment of his 
loan? 

Section 14, Chapter 57, Laws of 1927, 
prescribes the method of transfer of 
stock certificates. Und'oubtedly a mem
ber of a building and loan association 
may sell, assign or transfer his shares 
to another member or to a third per
son on compliance with such condi
tions as the statute or by-laws pre
scribe. (9 C. J. 937, Section 34). Upon 
a complete and regular transfer being 
made, the assignee assumes the assign
or's relation as a stockholder. (Id.) 
The assignee is entitled to all the privi
leges of membership and assumes all 
of its liabilities. (Sundheim, Building 
and Loan Associations, Section 46.) 

We have heretofore held that a mem
ber of a building and loan association 
in liquidation may not set off payments 
made for shares of stock in the asso
ciation against his indebtedness to the 
association for money borrowed. (Vol
ume 15, No. 369, Opinions of the Attor
ney General.) When a member pro
cures a loan from an association he 
assumes a dual relationship towards it 
and each one is separate and distinct 
from the other. (Sundheim, Building 
and Loan Associations, Section 114, 
and cases cited in Note 6. See also !) 
C. J. 981, Section 118.) The fact that 
the stock was acquired b~' purchase 
from another member would not alter 
the situation. 

If the association is not in liquida
tion and not insol\-ent, we see no good 
reason why the set-off may not be 
made subject to such restrictions, if 
any, as may be contained in the by
laws. Since a member may withdraw 
(Section 12, Subdivision 8, Chapter 57, 
Laws of 11)27, as amended b~' Chapter 
11, Laws of 1933), he should be per
mitted to apply the withdrawal value 
against his loan. This is the rule in 
most jurisdictions. (I) C. J. 979, Sec
tion 115.) 

Opinion No. 602 

Oil and Gas-Royalties-State Royalty 
Oil-Taxation-Federal 

Producers' Tax. 

HELD: The royalty oil of the state, 
produced from lands granted the state 
under a land grant from the United 
States, is exempt. from the Federal 
Producers' Tax. 

August 28, i934. 
You inquire if a Federal tax upon 

crude petroleum, known as a producer'S 
tax and authorized under Section 604 
of the Revenue Act of the United States 
of 1934, may be collected on royalty 
oil produced from lands granted the 
state under a land grant. from the 
United States. 

"It is an established principle of our 
constitutional system of dual govern
ment that the instrumentalities, means 
and operations whereby the United 
States exercises its governmental pow
ers are exempt from taxation by the 
states, and that the instrumentalities, 
means and operations whereby the 
states exert the governmental powers 
belonging to them are equally exempt 
from taxation by the United States." 
(Indian Motorcycle Co. v. United States, 
2S.~ U. S. 570.) 

The question seems to be determined 
by the case of Burnet v. Coronado Oil 
& Gas Co., 285 U. S. 31)3, wherein it 
was held that the Federal Income Tax 
could not be enforced as to income de
rived by a lessee from a lease of school 
lands, the property of the State of 
Oklahoma. The income of a lessee is 
certainly much further removed from 
this prohibition of taxation than the 
direct interest of the state. It would 
seem that there can be no question but 
that the royalty oil of the state is 
exempt from such taxation. 
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