LIABILI?Y OF SHAREHOLDERS OF DETROIT BANKERS COMPANY
FOR STOCK ASBESSMENT AGAINST STCCKHOLDERS OF
FIRST NATIORAL BANK OF DETROIT.

The decision of the United States Distriet Courd in the case
of Barbour v. Thomas, 7 F. Suppe 271, (which is now pending on sppeal)
holding the stockholders of the Detroit Bankers Company lisble for a
stook essessment levied against the stoskholders of the First National
Bank of Detroit was not based upon the theory that the stockholders of
the Holding company were stockholders of the bank, but was based upoen
e specifio provision in the artiocles of asscciation of the holding com-
pany and s specifio contract sceepted by the stookholders of the helding
company when they soquired stock in the holding company whereby the
stockholders of the heolding company specifically agreed to assume any
stookholders' 1iability for whioch the holding company might be lisble.

This is shown clearly by the following quotation from
the opinion of Judge Hayes on page 278:

"The Detroit Bankers' Compsny, hereafter referred to as

the holding compmmy, is a corporstion for pecsuniary profit,
chartered under the genersl laws of the state of Michigan.
It was not chartered as a banking institution, It was the
registered owner of all of the capital stoock of the First
National Bank - Detreit, hereafter oalled the bank, except
the qualifying shares of directors, when the bank was
placed in the custody of a conservator, and

later when & receiver was appointed. The

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

The Comptroller has decided the necesslty for, end levied,
a stock asssessment of 100 per cent. on all the outstanding
stock. The guestion invelved is this: Can the receiver of
the bank enforee the assessment against the shareholders of
Detroit Bankers' Compeny, or is he confined to the single
remedy of proceeding sgainst the corporation?

"The case presents a factual situation gquite different
from any oase hitherto reported.

"The holding eompany ceme into existence through the
combined efforts of the officers and directors of the First
Hational Bank of Detrolt and four state banks, all of Detroit.
An appraisal of the velue of the stock in each of the five

and

por valus stoek. The no par stoeck was sub-
the twelve executive officers of the five

W“mthﬂum,mmmh
have exelusive voting power for five years. UNo one could be
e director unless he owned 10 shares of trustee stock, and no
one oould vote exeept & trustee stockholder. Thus the
destiny of these five banks was committed for five yeers
to these twelve trustees, with en apparent investment of
§1200, The investment was appsrent and not resl, for the
banks put up the memey to pay for the stook and charged
it to expense,

“The Banking Commissioner, the Attorney Genmersl, the
Seeretery of State, and the Seeurities Commission of Michigen,
before chartering the holding company or permitbing it to sell
or exchange its stook and do business in the state of Michigan,
required the insertion of this elsuse in the articles of asso-
ciation,

"Article IX. The holders of stook of this corporation
shall be individuslly end severally liadble (im proportion to
the number of shares of its stook held by them respectivwely)
for sta 1iabild sed this oration b¥
nu:’of i::”"muhtp .?mh.". .:'E urit:;” stock of
any bank or trust company, end the stoekholders of this
corporation, by the acceptande of their certificates of stosk
of this corporation, severally sgree that suoh liability may
be enforced in the same manner as statutory liability may



now or hereafter be enforeesble agsinst stockholders of
banks or trust companies under the laws of the United
States or the State of Hichigan.®

"They further required that the sleuse be printed
on each sertificate of stock issued by the holding compeny.”

The astual grounds for Judge Hayes' decision are stated in the feollowe

ing peragraph on page 278:

“The acceptance of this stoek certificate was an
sssent by the shareholder to the terms of the contrast
assuming payment of the assessment. 2 Williston, Cone
tracts, § 620, p. 1211, It is conclusive proof that the
holder has contracted to be bound by the terms. BElue
Vountein Forest Ass'm v. Bo 71 ¥.H, 68, Bl A, 6703
Jacochs ve ¥iller, 8O lMiche. 119, HeWie 423 Hassel ve
Pohle, 214 App. Dive 664, 212 W.Y.8e 5613 Comud ssioner
‘fM'Q . “M mml ". l"'lno
4103 Grand Rapids & Indians Ry. Coe ve Osborm, 188
U.8e 1" u Se m. n°. “ !u ‘l m.‘
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