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BUILDING AND LOAN: Directors may contract wi t h 
association ; when . 

.... __ .. -

r-------
January 26, 1~9 F J LED 

5P 
Honorable J . w. Mccammon, Supervisor 
Bureau of Building and Loan Supervision 
Jefferson City, Missouri 

Dear Ur,. KcCammont 

This departm&nt is in r e ceipt of rour request for 
an offic~al opinion to WhiCh rou attaCh the following let
ters 

•poplar B~uff Loan and Building Asaoo1-
at1on, as you may know~ own. a number 
ot pieces ot prop erty. It 1a necessary 
.from time to time to make repairs o!l 
these properties, and we alao keep them 
inaured. 

•we have on our boird of dire ctora insur
ance agenta, plumbers and material ~en. 
These members write 1naurance and t'urniah 
material and l abor on and tor theae pro
pertiea. This, as I UDderatand, haa been 
a auatom .for many yeara . 

•autside inaurance agents. plumbers and 
material men severely critioiae tne 
associa tion tor this practice, a.nd claim 
that the directors have monopolised t he 
bueineas . This criticism ia detrimental 
to the best interest ot the association. 

"A• I under stand the law the directors 
of this institution are trustee• in Charge 
of and admlniatering the bua1neas of the 
association for the benefit of the share-
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holdera and oannot l ega11y deal with 
the trust eatate, or the property 
thereof, £or profit or gain. 

"I would like very much to have t he 
benetit of your opinion in this mat
ter, and also the opinion of t he 
Attorney General as to the legality 
of the practice. 

"I do not want to be undera t ood a a 
intimating that any director haa been 
gui.lty of any unta1r practice in hia 
dealing with the association. OUr 
directorate ia made up ot aome ~ our 
beat ci tiaena, men of t he utm.oat integ
rity, and if the practice ia ~proper, 
they are not subject to criticism for 
they are laymen and are merely tollow
tng a long established practice, or 
custom.• 

It ia the rule as stated in 9 Am. Jur. 122, thats 

"The powers and duties ot off icers ot 
Building and Loan Asaociationa are 
those which usually appertain to the 
officer• of corporations generally.• 

'.t'he general rule i a given in l4A Corpus Juri s 118* 
citing Missouri cases thats 

"A director may deal or contract with 
a corporation where he acta in good 
faith and th~ corporation ia represent
ed by a quorum ot d1aintereated direct
ora or other independent officers or 
agents authorized to contract for it. 
Such a ·contract 1a not void per ae nor 
ia it voidab~e.• 

This view is taken in Frankt'ord Exchange Bank v. 
McCune , 72 8. W. ( 2d) 155, in whi ch the court a aid 1 
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•Thia case , in our view of it, aa well 
aa in the view which the l ower court 
aeema to have entertained, ia to be 
largely dete~ned bJ the general rulea 
of law which have tq do with the relation
ahip ~eh exiata between a corporation 
and ita officera. SuCh relationahip 1a 
one or truat and eonridence. the natural 
conaequence or whioh is t hat the orfioera 
have no right to uae their orri oia1 
poai tiona ror the ben~i t or an7one except 
the corporation i tselr. For such reaaon 
th•y have no right or authority to repre
sent the corporation in ~ transaction 
in which they are peraonall7 1ntereated 
1n obtai~ an advantage at the expense 
of the corporation, suCh a dual atatua 
or assertion or adverae interest being 
wholly ineonaistent with the obligation 
of the fiduciary relat1onahip whioh they 
bear to the corporation. This does not 
mean t hat an individual off icer or direct
or ot a corporation may not deal with it, 
provided he deala openl.)- with other agents 
of the corporation who are themaelvea dis
interested and who have full power to act 
1n the premises , aince in such an instance 
he represent s only himsel.t and not the 
corporation, and the 1ntereata or tb,e .lat
ter are cared tor and protected b.1 orricera 
and agents who themselves have no adverae 
1ntereata at stake 1n the matter. It 
n~eessarily rollowa, however, that corpor
a t e officers and directors cannot deal with 
t hemaelves and for the corpor ation at the 
same t~e, aDd that contracts and dealings 
between the corporation and its orf ioera 
are invalid when they run counter t~ the 
trust relatianabip which must at all timea 
exist . • 

CONCLUSION 

It 1a, ther~fore , the opini·on of t his department 
that directors of a Building and Loan Associ a tion may con-
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tract and deal with t he As socia tion provided t hey deal 
openly with other agents or dir e ctors of t he Association 
who are t hem.elves wholly disinterested and ther e is no 
rraud or collusion 1n arriving at t he contract or deal.. 

Respectfully au~tted 

ARTHUR 0 ' ~EFE 
Assiatant Attorney General 

APPROVED: 

coVELtl R. HEW IT~· 
(Acting ) Attorney General 

A1.10 : \1W 


