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Banks aud Banking? Lianilities of stockholders in a Nationzl Beak.
\ - F. _" '

Fiith, FILED

Hon. O. H, Moberly,
Commissioncr of Finance,
Jefferson City, Mlesouri.

Dear 8ir:

This departaent acknowl.edges recelipt of your lete
ter of August 4th, wherein you request a supplemental opin-
ion to our opinion of July 35th. Ve herewith quote that
portion of your letter:

“ie have two such institutions in St. Louls,
the Lafayette-South Side Bank & Trust Com-
pany which owns the capital stock of the
South 3ide National Bank and Sthe Wellston Trust
which owns the capital stock of the
Grand National Bank, All of these institu-
tions are presumably insolveat and have dbeon
closed for s everal months. The question of
double 1iability on the ownership of the National
Bank stock is of vital luportance in the ligui-
dation of these institutions and I, therefore,
will appreciate a final opinion from your Departe
ment on this matter, The gencral concensus of
opinion 1s that the double 1liability conatitutes
a general olaim and not a preferred clalm against
the assets of the trust company owning the stock,."

Section 5151, R.S , of U.d3, reands as follows:

“The sharecholders of every national banking
agsociation shall be held individually respon-
sible, equally and ratably, and not onc for
another, for all contracts, debts, engagements of
such association to the ugtnt of the amovunt of
thelr stock therein, at the par value Shsreof,

in addition to the amount invested in such
shares; execept that shareholders of any hanking
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asaooiation novw existing uander astats laws,
having not less than five miilions of dole
lars of oapital actually paid in, andl she

us of twenty percentum on hand, both
to detorained by the Comptroli«r of the
Qurrency, shall be liable only to the anunt
invested in thelr sharesj and sueh surplue of
twenty perceatum ahall be kept undiminiched
and be addiition %0 the gurplus provided }or
in this Titie; and Af at any time ther: o a
defloienoy in such surplus of twenty perseentum,
such assoolation shal. nos any dividends to
1ts sharcholders until Sho de ency ia nade
mg; and ia ouss of sueh dcﬂaimzs:hc DO

ted of the OQurrency may compel ansoCio-
tion to olose 1ts business, and wind itn af-

f2irs wader the provisions of Chapter 4 of this
Title.,"*

This wasz the statute for the gulde ia thelllablliity
gf shookhoiders,until 1913. The section anended now ro~ds as
ollows}

‘The stockholiders of evory nmational banking
association shall be held individually recpone
sible for ali cuutraots, debts, and en‘agement *°
of such agscciati each %o ancunt of hie
stock therein, at poxr vaiue Shereof in ade
dition to the asuant iavested in such atock,

The stocikholders in any national R300=
ciasion who shall have transforred thelr sbares
or Tntsnd the transfer thereuf within sixty
days Sext bafore the date of the fallure of susch
agsooiation %o meet 1ta obligations, or with
knowledge of such impending failure, sholl be
liabie %0 the same extent 28 Af had made no
suoh transfer, %0 the extent that subnequent
tranafer fails to meet such 1iability; but this
provision shall not De ocvnatrued to afuet in
any way any rocourse which suoh sharebolders
might otherwise have against those in whose
nanes such gharos are registered st the tims of
such failure.*

Upon reading this statute, we Tind that 4t 1s pladm,
definite and waoquivoeal 4n 1ts language. It exempts no in-
dividual, porson, bank or corporation, mor do we find 4in ony
o:hcur stetute ey clase of atockholders are exempt from double
1iabilty.
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In the case of The Ohlo Valley National ank ws.
Hulist, 304 U, 3, 168, Justice Duy, nentioning the above stae
tute, utte s the following:

‘Assuning then tho established doetrine to he
that the mere pledgee of nationcl Bank stock cannot
be held lichle as a saarehoider %0 iong us the
sharee are nut rogistered in bhis name, although
an isresponaible person has bHecn selected as the
rﬁutaud sharcholder, wo deem 1t egqually sett.ed,
both from the tems of the stagtute attaohing the
1ilobility and the decisions whioh have oconstrued
the aot, shat the real owmer of the sharce may be
held responsiblse, although in faot the sharas are
not reglstered ia his name, As $h such omor the
law books Shrough subt s and apparent ownore
ships and fstens the liab ’23 upon the ahare=
holder %o whom the shires y belong,

:gﬂ. theae prineiples to tho case at ber, we

re oan be no doubt of the liabilizly of
th: Ohfo Valley H tlomal Bank in thie onse, Cone

th ¢ 4t won @ 80 long as the re.o=

tion whioh 1% helid %o the stock was th 't of a
pl and that Otjen was She stered stooke
holder Boldins for the bonefit of the bunk as plede
gee and not as ownur, what was the attitude of the
parties after she doath of Price and the credit
of the supposed value of tho gtock upon the note
and 1%s8 presentation for allowano: and acceptance
by the representatives of Price's estate? Ao the
forego statesent shows, the ntook was originally
delive to the baak, with a power of publiie or
private sale for the hqutdntlon of the plodge.
Aftezr the death of Price the bank caused the stook
to be atored ia the nane of Otjen, Aftar proof
of the claim the dividends pald out of the Price co=
tute wore coredited upon she note, If the bank had
followed 1iterally the authority of the power of
attorney attached to She mote and sold atock at
publio or privite nale, and 1tself boecome tho pule
chaser, we take 1t thore ovuli be no gquention that
1t mddmm.bmtharm:nmerofthc
stock, and, within the principles of the cases,
hereotofore el the sharseholder 1iuble under the
tarns of the stutute. Yo think what wos in faot done
necessarily had the saze effecti the bank anplied the
value of the stock with $he consent of th: pledgor,
and thus vested the title in the dank,?
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In the above mpinion we find that no shareholders are
exempt and it is merely a question as to who owns the stock, and if
such party owns the stock he ie then iiable in doubie the amount,

In the case of National Bank v, Case, 99 U.3,, 6239, this
being a case wherein one national bank aequired some shares in
another national bank, Mr, Justice Sttong utters the following:

‘From this testimony, as well as from other in
the record, 1t is evident that Waldo held the
stock as a gover for the Germania Bank; that
notwithstanding the transfer to him, 1t remaine-
ed subject to Sthe bank's control, and that the
transfer to him was made to evade the liability
of the true owners, It was not a sale., The
bank countinued after 1t was made a pledgec with
the legal title in itself or in its representa-
tive, and Phelps, MoCOuilough & Co. wer: no
longer the owners,

Such being the faots of the ease, there can be

no serious controversy respecting the princi-
ples of law applicablc to them. It is thorouchly
established that one to whom stock has been trans-
ferred in pledge or as col .at=ral security for
money loaned, and who appears on the books of the
corporation as the owner of the stoock, ia li=ble
as a stockholder for the benefit of creditors.”

In the case of Hytower et al. v. American National
Bank of Macon, Georgla, 363 U, 3., 351, wherein the court said:

A contract betw en two national banks under which
the assets of the one wore transferred to th
other and the latter assumed the liabilities of
the former and advanced money in excess of the
assets paid the liability, 1t was construed as
intending not to be a sale, but a pledge of the
agsets as securijyfor payment of the money ade
vanced, "

From this case we have the right to assume that had one
nationdl bank  purchased the stock of another, and the same had
been a sale instead of a pledge, that the national bank so pur-
chasing would have been liable l.n double the amount.
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From the iag statute =nd She cz2mes heveln olted,
it 19 the opinion of 8 depurtment that, in view of the fuet
of the statuts whioh 1s quoted in your letter, namely, Hec. 5420
e e e 18938, subesection 9, whorein the authuzity i’nr the
Maymhw Side Bank and Trust Cowmpany was given %
capital atook of the douti $1ds Wettonal Bank Co.and $he Jellston
Teust Ogmps to purohiss the stock of the Grand Eational
it 1= tth:gn&on of thiz departusant that both the Lafayettow
Scuth 9ide Bank and Trust “oupimy an. the Yellzton Trust Comvany
are 11iazble in double tha am.uat of the stodk,

/

Regpeotfully sulmaitted,
DLLIVER 9, mi‘.h?ﬁ,
Assissant Attorasy Gen:rai.
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