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BUILDING·AND LOAN 
ASSOCIATIONS 

\( I 

) Intent of Legislature to protect sa.y1ngs and 
) loan associations from acts of omission is 
) satisfied by provision of savines and loan 
) blanket bond, Form 22, lines 92-93. Lines 
) 101-102 of Form 22 not in conflict with Sec­
) tion 29 of House Bill 481. 
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Heceipt of you1• :r.·oquost for an opinion fl .. om this 
department is hereby o.cknowlodgod anc.1 rooads as follows: 

11 Your opinion is requested as to whothor 
~.\tandarc1 F'orm lTumb(.'Jr 22 Savin[•;s anc1 Loan 
Blanket Bond, copy of which in sn bmittod 
horewi th, moots tho requirements of ~-} oc­
tion ~/29 of the nevi ;~a vines and Loan Law. 

"Some doub_t has arisen especially con­
cei'ning lines 92 and 93, on the subject 
of 'omia si on,s ', o.nd lines 101 nnd 102, 
oxcludinc; directors except whon acting 
as employees." 

Soctlon 29 of Houso Bill 481 1 l.".'hich bill ostabllshos 
the new Savings and Loan Lai."I :eeferPed to in your l'Gqucn t, is 
as follov.rs: 

"All c1irectors,--anc1 o:::'ficors, and all 
omployoos and ar.;ent:::" of an association 
havinc control of or access to monays 
or securities of an nssociation,--shall 
boforo enterinG upon the perfoPmance of 
any of their duties fu1•nish bond vrith 
adequate corporato surety, in amount 
and form to he appi'oved by tho b onl'd of 
dlr•octors and the supe1,visor, payable 
to tho association as an indeumity for 
any pecunial'Y loss the association ntay 
sustain of monoy or other property 
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thliOU[~h any i'I•e.ud, dishonos ty, for­
gery or alt~n'a tion, larcen~r, thei't, 
o::nbe zzlomont; rob::Jol"Y 1 :;ur;~lary, hold­
up, vironr~ful or unlawful abs traction, 
misapplication, misplacement, destruc­
tion o,r mioappi'OpJ:>iution, ~ nn';r other .. 
dishonest or cr1minal net or omission - --~ an;, ~ Cl.iroctol"', offic01~, onmloyoo 
.2.!: ar;ont • In l:tou of lndi vidual •.1oncls, 
a blanket bond ol" bonds protecting tho 
a::;sociation from loss through any such 
net or actn on tho part of any such 
dlroctol", offico1', omployoe or agent may 
bo furniohcd. 1.'ho premimns on such bond 
ox• bonds shall -,)e an oxpon:Jo of tho nss o-· 
cintlon. :::~uch bond shall provide that 
cancellation -Ghoi.•oof by oi thol" the 
association or rnU'oty oh~.11 not become 
effective unlo'ss ten dayE; VJri tton notice 
shall have boon e.;iven to tho supo:t•v:i.sor,-­
ruld lf tho association is an insured 
nosociation, to tho l''odornl ::.>avinc~:~ and 
Loa.n InsUl''ance Col'porntion. All such 
bonds shall bo filo(l v!lth tho supervisor, 
or soma depooi t01,y defJ it,"'lln ted by him. 11 

( Undcr~c or inc ours.) 

Linea 82 and 93 of tho ::_·avings and Loan !Jlanket Dond, 
Standard Form Eo. 22, are undcrscorod in tho followin;-; oxcorpt 
therefrom: 

IJUpon cli:o.:cover~l of any loBs under• this 
'bonc1 n furthm.: pi'omi run, calc uln tad pro 
1,atn upon the araount of ouch loss from 
the da.tq of tho clving J}Y tho Insured 
to tho Unclortn~i to:e of notice of such 
lous to tho nncl of the premium year, 
shall be pnyablo by tho Ins urad. to the 
Undor>writor, and avon though the further 
premium may not meanwhile have been 
actually paid, this bond ohall be tl,ent­
od a a reins ta tad so o.o to continue in 
force in the sum above stated in lines 
1 and 5 o.n to lo0s 01, looso::1 ~:untalnod 
while this bond is in force ancl discover­
ad by the Inmn'od prior to tho o:cpiration 
of. tl!:elvo months after tho termination of 
this lJOnc:t, notvri thstandinc; o..ny provious 

I 

J 
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loss which tho Unciol'Writor may hnvo 
paid or be liable to pay hereunder; 
providod, hO\'\'cvor, that tho total 
linbili ty of the lJndel'Wri tor in :eospoct 
of nny loss or lo,ssclfl (a) causod E.:l; 
nets 2£ omissions of f}-11Y .2!!!i person 
TWEOther .£U£ .£f. ~ l~mployoos .2.£ not} 
Ol' acta or omi~Jsions in which :::,uch 
:O:t'~.!1!. concerned orinmlicatc'd"';" or 

b in respoct of nny ono casualty or 
ovent, is limited to thu sum above 
state.d in linos 4 and 5 irrospoctive 
of tho total amount of such lo<::s or 
loe sos. 11 

( Undoi's cor inc otu•s,), 

Election 29 of liouso Bill 481 anticipates that an 
association might St1 ffor• pecuniary loss throu@1. various cuo thod.s, 
ammY; v1;'hich could be an omission of s omo duty on tho part of 
a director, officOI', omployoo, or nr,;ont. It is tho intent of 
the Legi~Jlature that looses fl"om such omissions be guarded 
ac;ains t. Lines 02 and 93 ~:n'e dos ic;ned to cover that incident, 
\"!o ape of the notion that tho so linos are in o.cco:r•d with and 
satisfy the underscored pol'tion of r~ection 29 of House Bill 
481, supl~a, so as tc give effect to such legislative intent,. 

Trw ne.:~t step in your request includes lines 101 and 
102 of tho Savings and Loan Blanket Dond, Standard li'orm No,. 22, 
which fall under tho general hoadinr; of 11 But F·.ar-ro.:otod Free of 
all Claims" as follows: 

11 2. F'or any loss :eosultinc cUrootly or 
indil~Gc tly f'rma tho acts of any dircc­

,tor of tho Insured, oxcopt whon perform­
in;:~ acts cominc within the scopo of the 
usual duties of an timployoe. 11 

In connection with thio lo.s t o oc tion 1 t b,ocomes nec­
essary to dotoPmino ju~:t vjlwt tho bondin,c~ company fntonds by the 
term "employee," I,inos 26, 27, 28 nncl 29 of this bond form 
state: 

"1, By roas on of any dishonos t, fx•nu.d­
ulont or criminal net of any officer or 
employe o of tho Ins urod, or o:f an~.' duly 
elected or appointed attorneys of the 
Insured (~ officors, employees ~ 
attorneys boin1~ horeinaftG11 called 
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Enmlovcos), i::,cluc1inr:; loss of i roporty 
by reason of nny such net of any such 
hmployeo, whether act inc; inc.tependontly 
or in collusion or combination with eny 
other por•s on or poPsons," (Underscoring 
ours,) 

Although tho word "director" does not appear among 
those VTho aro to be called employees, 1tiEJ believe it to be 
included in the word "officer," A dU•octol .. is deflhecl in 
thio state in the case of State v., Docle, 113 s. v~. (2d) 805, 
1. c, 808, wherein it is held: 

11 -l:- ~~ o~:- l''urthermoro, the word 1direc tor 1 

is defined as follows: 

11 'Ono who, or that vihich diE·ects,' 
18 c . J. 1046. . 

"'One wlio directs; one who resulates, 
guides or orders; a manager or super­
intendent,' Vlebs ter' s New I;n.ternational 
Dictionary. 

"tme who, or that wl1.ich dil•ects; exp., 
a chief administrative official,' 1 Now 
Century Dictiono.ry." 

We are therefore of the notion that directors are in­
cluded in the term "officers" for tho purposes of this bond 
form and as such are classified as employees thereunder. This 
being so, w~ do not believe lines 101 and 102 to be in conflict 
with the intent of Section 29 of House Bill 481, s·Llpra. 

Conclusion 

It is, thorofo1~e, tno opinion of this depaPtmont thnt 
linos 92 and 93 aro competent to satisfy :ectlon 29 of House 
Bill 481 on tho subject of pecuniary losses arising duo to an 
omission of duty on the part of a ,dil"ec tor, officer, employee 
Ol' ar;ont. 

It is,further tho opinion of this department thnt 
under ~;avings nnd Loan Blo.nlmt Bond, Standarcl Form No. 22, 
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di:l:·octor·s are included in tho term 11 officors" and as such 
are to be classified as employees for the purposes of the 
bond. Therofore, lines 101 (.tnd 102 are not in conflict with 
Section 29 of House Bill 481. 

APPROVED: 

JMAsEG 

J. E. TAYLOH 
Attorney General 

Raspectfully submitted, 

J. MAHTIN ANDEHSON 
Assistant J\ttorney General 


