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Title 

Neither the non-charitable corporation, itself, nor its directors hold the corporate assets in 

trust, absent special facts. 

Summary 

A charitable corporation is more a trust than a corporation, a topic that is taken up in an earlier 

posting on this site. See http://www.jdsupra.com/legalnews/the-charitable-corporation-a-trust-

in-d-90654/. In the case of a non-charitable corporation, however, neither the corporation 

itself nor its directors hold the corporate assets in trust, absent special facts. Charles E. 

Rounds, Jr. and Charles E. Rounds, III explain in §9.9.7 and §9.9.8 of Loring and Rounds: A 

Trustee’s Handbook [pages 1480-1481 of the 2014 Edition]. 

The Text 

[What follows are excerpts from Charles E. Rounds, Jr. & Charles E. 

Rounds, III, Loring and Rounds: A Trustee’s Handbook (2014)]. 

*** 

§9.9.7 The Corporation Is Not a Trustee of Corporate Assets 

Not to be confused with a trust company that takes title as trustee to the property of others,
223

 a 

private corporation is not a trustee of its own assets, although some courts have suggested otherwise.
224

 

Shareholders, being in a mere contractual relationship with the corporation, have no equitable or 

beneficial interest in its underlying assets.
225

 Thus, there is no fiduciary relation between the corporation 

and its shareholders as there is between a trustee and the beneficiaries of the trust.
226

 Accordingly, the 

remedies of a trust beneficiary as against the trustee are equitable, while those of a shareholder as against 

the corporation are legal.
227

 In the absence of a legal remedy, however, the shareholders, under certain 

circumstances, would have the right to bring an equitable action against the corporation.
228

 That a 

corporation’s contractual duty to act for the benefit of its shareholder is often enforced in equity is 

probably the reason why some courts have fallen into the trap of mischaracterizing a corporation as the 

trustee of its own assets.
229

 

 

***    

(cont. next page) 

                                                 
223

See generally §8.6 of this handbook (the trustee who is not a human being). 
224

See generally Bogert, Trusts and Trustees §16. 
225

See Bogert, Trusts and Trustees §16 (“The relationship of shareholder to corporation is 

contractual.”). 
226

Bogert, Trusts and Trustees §16. 
227

Bogert, Trusts and Trustees §16. 
228

Bogert, Trusts and Trustees §16 
229

Bogert, Trusts and Trustees §16. 
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§9.9.8 Directors of a Corporation Are Not Trustees of Corporate 

Assets 

 

As in so many cases of so-called trusts, the fiduciary feature is present, but the 

dual property ownership is absent. The directors have no legal interest and the 

stockholders no equitable interest—Bogert’s Trusts and Trustees § 16.  

Directors of a corporation are not the trustees of the corporation’s assets, although some courts and 

commentators have suggested otherwise.
230

 As to the world, a trustee of a trust is the owner of the 

underlying trust property.
231

 Legal title is in the trustee. The corporation, on the other hand, is the owner 

and legal titleholder of corporate assets, not its directors.
232

 The directors neither have title to nor an 

equitable interest in the corporation’s underlying property.
233

 “The directors or other members of the 

managing board of the corporation sometimes are called ‘trustees’ in the charter or articles of 

incorporation. Their legal position is the same no matter by what name they are called, whether directors, 

trustees, or governors.”
234

 

Directors of a corporation, however, are in a fiduciary relationship with the corporation.
235

 They also 

are in a fiduciary relationship with its shareholders incident to some sort of agency relationship. Who the 

principal is in that relationship is beyond the scope of this handbook. While it is settled law that the 

shareholders are not the principals, it is not settled who, then, is the principal. Some commentators have 

suggested that the corporation itself is the principal.
236

 One learned commentator has suggested that it is 

actually the state: 

 

The model behind corporate law’s treatment of authority is one of a unilaterally 

controlled flow of authority from a single wellspring of power rather than a 

bubbling up and flowing together of many individual sources of personal power. 

The state has power; it chooses to delegate it to the board of directors of a 

corporation. They in turn may choose to delegate it to the officers and even to 

employees at a much lower level.
237

 

 

*** 

 

 

 

 

                                                 
230

See generally Bogert, Trusts and Trustees §16 (“Often one finds the phrase that the ‘relation of the 

directors to the stockholders is essentially that of trustee and cestui que trust.’ This statement, however, is 

far from accurate technically.”) See also Lewin on Trusts ¶7-16 (England) (referring to company directors 

as quasi trustees). 
231

See generally §3.5.1 of this handbook (nature and extent of the trustee’s estate). 
232

See generally 1 Scott & Ascher §2.3.12. 
233

Bogert, Trusts and Trustees §16. 
234

Bogert, Trusts and Trustees §16. 
235

1 Scott & Ascher §2.3.12. 
236

See, e.g., Bogert, Trusts and Trustees §16. 
237

Robert Charles Clark, Corporate Law 22 (1986). 
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