
It is well settled that the ownership by a person of stock 
in a corporation which is a stockholder in another corporation 
does not make such person a stockholder in the second corpora** 
tion* 

This is so obvious to persons familiar with corporation law that 

the question has seldom been raised in court; but a hasty search has re-

vealed at least two cases in which this question has been squarely passed 

upon by the courts® 

In the case of Hoopes v* Basic Co., 69 N. J. Eq. 679, 61 Atl. 

979, the plaintiff filed a bill to have the Basic Company placed in re-

ceivership • The bill was filed under a statute providing that "any 

creditor or stockholder" could request the appointment of a receiver* 

The defendant sought to have the bill dismissed on the ground that the 

plaintiff was not a creditor or stockholder. The evidence showed that 

plaintiff was a stockholder of the Union Dredging Company which owned 

stock in the Basic Company and that the plaintiff held in his own name 

only one directors1 qualifying share of stock in the Basic Company, which 

admittedly belonged to the Union Dredging Company. On the basis of these 

facts, the court held that the plaintiff was not a stockholder of the 

Basic Company and therefore* the court dismissed the bill. 

This case is especially notable because it was a suit brought 

in the Court of Chancery of the State of New Jersey, which does not 

hesitate to disregard corporate fictions or look through the form to the 

substance of a transaction whenever the ends of justice or equity required 

such action« 
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The case was appealed to the Court of Errors and Appeals of New 

Jersey* the highest court of the State, which affirmed the decision of 

the Chancery Court by a per curiam opinion (65 Atl« 1118) as follows: 

"We agree with the Vice Chancellor that the proofs 
show that Mr# Hoopes was not a stockholder within the 
meaning of the statute, and therefore could not main-
tain this suit. It is not necessary to express any 
opinion upon other matters discussed by the Vice Chan-
cellor • tt 

In the case of Sabre v# United Traction and Electric Co# et al«, 

225 Fed. 601, the court held that stockholders in holding companies are 

not stockholders or entitled to the rights of stockholders in other cor-

porations, a part of whose stock is owned by the holding company and that, 

therefore, a sale or lease of all the property of a corporation controlled 

by the holding company through its ownership of stock does not require the 

unanimous consent of the stockholders of the holding company; but it is 

sufficient if there is unanimous consent of the stockholders of the com-

pany whose property is leased or sold. In so holding the court said* 
11 It is impossible, however, to accept the contention 

that the nonassent of a shareholder of the Traction Com-
pany should be given the same effect as the nonassent of 
a shareholder in each of the lessor street railway com-
panies» Neither as a matter of form nor as a matter of 
substance can the complainant be regarded as a sharehold-
er, or entitled to claim the rights of a shareholder in 
any one of the lessor companies. He is merely a share-
holder in a corporate owner of all the stock of the street 
railway corporations, each of which is still a distinct 
corporation whose individual existence cannot be ignored** 

In the course of its opinion, in the case of Brock v. Poor, 216 

N* Y. 387, 111 N. E. 229, 234, the Court of Appeals of New York said: 
M0ne who by purchase or otherwise becomes the owner 

of all the capital stock of a private corporation does not 
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thereby become the legal oiraer of its property, but title to 
the latter is vested in the corporate entity. Button v. 
Hoffman, 61 Wis. 20, 20 N. W. 667, 50 Am. Rep. 131. 

WtIn no legal sense can the business (or in an 
equal sense the property) of a corporation be said to be that 
of its individual stockholders. It is true that they have an 
interest in the business carried on, and an influence in con-
trolling its conduct* but they have created a legal entity* 
* * * and that entity is alone responsible to persons dealing 
with it for the conduct of such business.1 People v. Am. Bell 
Telephone Co., 117 H. Y. 241, 255, 22 H. E. 1057, 1062." 
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