
BUILDI NG ANU LOAN ASSOCIATI ON : I f the by- laws of the Bui ld­
ing Loan do not prohibit a d :trector frvn .... elling his own 
commodity to said a ssociation, of which he is a director, 
phen there is no statute that prohibits him from doing so • 

.-------
December 1 6• 1935 . 

Hon. J . r. . flcCammon, Chief Clerk 
Bureau ot Building and Loan Supervisdon 
Jefferson Cit~, Missouri 

Dear t.fr . ltcCammon: 

This is to acknowledge your letter dated December 
10, 19 ~5. as follows: 

"l"le will be· greatly obliged it JOU 
will let us have an opinion as to 
whether a member ot the board ot 
directors o f a buil d ing aDd loaD 
association, who 1a the sole owner 
of a business, or a member who owns 
the majority of the stock of that 
business, i f it is incorporated. or. 
who is the manager of a buslness or 
corporation, ma7 legally sell his 
own merchandise or other commodit7, 
or that of the corpor ation, to the 
association which he serves as a 
director? 

"And, as such dirc~"'or, should he 
have a voice i n the determination 
o~ r easonableness of the charges 
made for such merchandise?" 

r.e have searched the Bui l di ng and Loan Laws and fail 
to find an~ statutory nrovision prohibiting a director, 
"who is the sole oYner ot the business , or a member who 
owns the majority at the stock ot that business , if it 
is incor~orated, or, who ia the manager ot a business , 
cor~orat ion" from selling "his own merchandise or other 
commodity, or that of the corpor at ion, to the associa­
tion which he serves aa a director'', and i f the bJ-laws 
do not prohibit a director from doing the above, then 
in our opinion it would be legal f or a director to sell 
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the Butlding and Loan As~ociation a commodity or merchan­
dise under the circumetanc es enumerated in your l etter . 
I t is our further oninion that such sa l e would not be 
agal nst public oolicy. 

f ection 5593, Laws of Kissouri . 1~35, page 201, does 
prohibit directors from loaning moneys of the association 
to themse lv es . Said section nrovides in ~art as follows: 

" ·.~ -:t '* ~llo real estate loan shall be 
made by an as sociation to a director 
or of ficer or to a part nership or fl~ 
in which a director or officer is 
interested, or to a cor por ation of 
which a d !rector or officer of the 
association is a director or officer 
or stockholder or upon real estate 
in whi ch any ~!rector or officer 
has an interest as mo r tgagee ; pro­
vided, howev er . that a real estate 
loan may be made to a ~i rector or 
of ficer unon the secur1t7 of a firs t 
mortgage or deed of t r ust upon the 
single famil7 residence or homestead 
of such direct or or officer, where 
such loan has fi rst been anoroved in 
writing by a two- thirds majoritJ of 
the board of directors and a copy of 
such written aoryroval has been re­
corded in the minutes or the board 
of directors . ~ * * ~" 

Cornua Juris, v~lume 9, page 928, pAragraph 16. i n 
part reads as fol lows: 

" 't-:· -~ ..,,. #~04'\ficers and directors of 
building and loan soci ties nossess 
such powers as are granted bJ statute, 
charter, Gnd by- laws, and such as are 
not inconsist ent therewith and are 
necessary to the discharge of their 
several offices;* * * *" 
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The reasonableness ot the charges made for merchan­
dise sold would be a mat ter f or the Bui lding and Loan 
Association to det ermine and not this deoart ment. How­
ever, if the charges were so excessive a~ to be a fraud 
against the Bui l di ng and Loan Association then said As ­
sociation would have r ecourse against said director in 
t he courts . 

APPROVLD: 

lours very trul,-

Jnmes L. HornBostel 
Assistant Attorne,- General . 

(OHlf y, . HOI;: t!AN JH . 
Assistant Attorney General . 
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