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GUARANTY—PERSONS BOUND—Bank stockholders - who were -not
present, either in person or by proxy, at a meeting in which a
contract between the bank’s directors and its creditor obligating

the stockholders to reimburse the creditor for a loan to the bank
was ratified, were not bound by such contract.

"CONTRACTS—CONSTRUCTION.—A contracdt in which there is no am-

biguity will be enforced to.the ]etter

Roerzer, v, Apams. . [187
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3. - CORPORATIQNS—CONTRACTS.——A_ contract is.not binding on a cor-
poration, but on its officers or agents individually, where it is not
signéd by such corporation or it does not otherwise appear that
theére was an intention to bind it, but is made with the officers, or
with stockholders, in their individual capacities, even though the
corporation gets the benefit of the contract. -

4. GUARANTY-—DEFENSES.—Stockholders in an insolvent: bank could
not contend that a contract signed by the bank directors obligat-
ing the stockholders to reimburse a creditor for a loan could not
be ratified on the ground that the contract was ultra vires, where
the directors were not acting for the bank but for themselves,
and the other stockholders:

5. GUARANTY—RATIFICATION.—Where by resolution stockholders rat-
ified a contract signed by bank directors _obligating the stock-
holders to reimburse a creditor for a loan and determmed that
each should pay one-third of the par value of his stock, the lia-

" bility of the directors who signed the contract and the stock-
holders who ratlﬁed it was the same when the bank became
insolvent.

6. GUARANTY—PARTIES —Where a stockholder Ioaned money to per-

. it reopening of a closed bank and joined with other stockholders
in a resolution whereby the stockholders agreed to reimburse the -
loan by paying one-third of the par value of their stock, such
stockholder  was liable for his proportionate part when the bank
subsequently became- insolvent. -. :

Appeal from White Chancery Court ank-H.‘
Dodge, Chancellor; reversed.

Golden Blount and Brundzdge mﬁ Neelly, for
appellant.

 John E. Miller and C. E. Ymglmg, Marvin T. Reed

W. H. Gregory; for appellee

Burrer, J. In the latter part of November 1930
the Cltlzens Bank of Bald Knob, having closed its doors
and seeking to. reopen, was requlred by the State Bank
Commissioner to strengthen its capital structure in the
sum of $5,000. This money was procured, and the bank
reopened and continued in business for a time, but again -
closed its doors and was taken over by the Bankmg De-
partment as an insolvent corporatlon for purposes of
liquidation. : -

In the proceedings relatmcr to th1s matter, J. A.
Roetzel intervened, alleging tha,t the money above re-
ferred to had been secmed f10m him on the 24th day
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of November, 1930, and paid by him into the Citizens’
Bank of Bald Knob ‘payment of Whlch was guaranteed
by a contract s1gned by certain persons who were direc-
tors and stockholders in said bank for themselves and
the remaining stockholders, and that subsequently at a
regular meeting of the stockholders the contract had been
ratified by all the stockholders present in person or by
proxy. It was alleged that payment had not been made,
and judgment was prayed for the allowance of appel-
lant’s claim against the bank as a preferred claim and
for judgment against all of the qtoekholdels by reason
of their guaranty.

The stockholders were made par_ties defendant, and
various pleadings were filed by the bank and these de-
fendants. The cause was submitted to the court upon the
intervention of appellant, the exhibits thereto, the de-
murrers and other pleas filed by the 1espeet1ve paltles
The court decreed that the defendants, Bing Moody; W.
C. Crenshaw J. W. Coombe, John Q. Adams, J. R. Kil-
man and L. B. Wallace were personally -liable for an
amount equal to one-third of the par value of the capital
stock owned by.each of them,in the bank when it became
insolvent; that only those stockholders :who swned the
contract of guaranty.were personally ha,ble, but that the
capltal stotk owned by each of them was liable. f01 one-
third of its par Value for which a lien was ﬁxed and the
stock ordered sold in satlsfactmn thereof Judgment was
entered in accordance with these ﬁndmgs and the inter-
vention dismissed as to the Bank Commissionér and the
defendants, W: A. Hodves, R. L. Brawner and Mrs. Sarah
Pearce acting for themselves and others in like position.

..On-appeal various. contentions. are made by the ap-
pellant and appellees, all of which depend on the construc-
tion of the contract of guaranty and its ratification- by
the stockholders. -All of the stockholders were not pres-
ent in person or by proxy at the stockholders’ meeting,
and as to these absent stockholders it is-conceded by the
appellant no liability attaches., This, in our opinion, is
correct. .. We therefore-consider only the questions which
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relate to.the hablhty of the Cltlzens’ Bank of Bald Knob
and the other stockholders. ~. .. R

‘The  record discloses that all of the defendants, and
J. A. Roetzel and his Wlfe, Mrs.  Adeliné Roetzel ‘were
stockholders of the’ Cltl?QIlS Bank of Bild Knob." "The
contract of ‘guaranty ‘is- as follows: “This contract ,made’
and entered into by and between Bing Moody, J. R. Kil:
man, W. C. Crenshaw, L. B. "Wallace, J. W: Coombe and
~ John Q. Adams unto and with J. A, Roetzel, all as offi-
cers aid directors of the" Citizens?* Bank of Bald Knob,
Arkansas, acting for :themselvés - afid’ the stockholders
of the sald bark but not for the bank ds 'an 1nd1v1dua1
corporate. . Whereas, in order to facilitate the’ reopeiing
of said bank and'to streng'then its capital structure, the
said W: C. Crenshaw, L. B. Wallace, Bing Moodv, J. R.
Kilman, J." W, Coombé and John Q. Adams agree with
the sald 'J: A. Roetzel that, if he"will pay into the un--
divided profits account of sald bank ‘the sum of five thon-
sand’ dollars, ‘said officérs'‘and directors for themsélves
and “the-stockholders ‘of said bank' agree ‘that they will
guarantee to said J. A Roetzel that, in 'casée he should, by
reason of paying into said und1v1ded profits account sald
sum of money, fail to be reimbursed for such sum to-
gether with interest thiereon from-date‘until paid at the
rate of eight per cent. per annum by June 1, 1932, which
date is the end of the liquidation period entered ‘into this
day by said bank unto and with its depositors, ‘that all
stockholders of record of said bank.of this date shall
be held equally and. 1atably liable unto said J. A. Roetzel,
his heirs.and assigns, according to the amount of stock
which they may. now.own-of ‘record in’ their respective
names; and, upon:demand- by said J.tA. Roetzel, his-heirs;
e‘{ecutors or assigns;:will- pay’ promptly over to isaid
J.i A.-Roetzel, his heirs; executors or asmgns, above said
sum with stipulated 1nte1est further agreeing- that no
outstanding stock of said bank shall bé transferred upon
the books of the bank until said liquidation period of time
has passed and this obhgatlon discharged, and the said
J..A. Roetzel for and in .the..above. consideration and
stipulations hereby agrees and does pay over to the cash-
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ier of said bank said sum of money to be credited to its
undivided profits account.’’

The annual meeting of the stockholders was held on
January 13, 1931, a record of which meeting was before
the cou1t ~giving the names of the stockholders present
in person or by proxy, the total amount of the outstand-
ing shares of stock present.and voting in person or by
- proxy. At that meeting the followmo resolution was
adopted:

“XVheleas on Nov embe1 90 1930 durmo the finan-
cial erisis, it became necessary. f01 the dnect01s of. this
bank to close it for a period of five days in order to stabll-
1ze condltlons, ;and

‘“Whereas, in order to pelfect a reopemno and meet
the requnements of the State Bank Commissioner, the
officials and directors were required to strenfrthen its
capital structure ‘to ‘the extent of five thousand dollars
1mmedlately in order. that certain notes under criticism
of said Bank Commissioner mloht be charged out, and

““Whereas, such officers and directors acting for the
stockholders as a whole negotiated a loan from Mr J.A.
Roetzel in the amount of five thousand dollars to be re-
paid on June 1, 1932.

HTherefore be it 1esolved That all stockholders of
record this date are hereby - assessed -an assessment
against his or her stock in this bank to the amount of
33 1/3 per cent. of the par value thereof, which assess-
ment is payable on or before June 1, 1932, the proceeds
of which shall be used to liquidate sdid note.of $5,000
to J. A. Roetzel, and all:such stockholders are hereby
directed and ordered to- pay said amount to the cashier
of this bank on or before'said June 1, 1932. This assess-
ment is hereby declared a lien upon said stock for the
payment of said $5,000, and all dividends which may ac-
crue and be payable pr101 to June 1, 1932, shall be held
{o apply to same.”’

We will dispose ﬁrst of the questlon of the hablhty
of the Citizens’ Bank. ~ An examination of the contract
and of the resolution adopted at the stockholders’ meet-
ing discloses the reason .and purpose for which the loan
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was procured from the intervener. Unless the capital
structure of the bank could be strengthened in the sum
of$5,000, the bank would be unable to open, and the stock-
holders were:threatened with loss.of their investment and
- an additional assessment on their stock. It was therefore
very much to their interest that the requirement of the
Bank -Commissioner be met. - Mr. and Mrs. Roetzel to-
gether owned 96 shares out of a total of 600 shares of
the capital stock. - It was therefore as much to their in-
terest as to the other stockholders to keep the bank a
going concern.. The condition was that the bank’s cap-
ital structure should be strengthened to the extent of
$5,000, and that certain worthless notes in that aggre-
gate be withdrawn from the assets of the bank.. To meet
this condition, the $5,000 was’ procured from .the inter-
vener. If the bank was to owe Roetzel for. this. money,
its capital structure would not have béen strengthened.
Hence it was necessary that the bank be not a party
to the contract guaranteeing to Roetzel the payment of
the money borrowed from him, and this was provided
for in express-language. Those who signed the contract
covenanted that they were acting for themselves and the
stockholders of said bank, ‘‘but not for the bank as an
individual corporate.”” As pointed out by counsel for
the Bank Commissioner, it will be noted in the resolu-
tion ratifying the contract it is recited that the officials
and directors were required to strengthen the bank’s

capital structure, and that such officers and directors,
acting for the stockholdels negotiated the loan. It was
the mtelpretatlon placed on the contract by the stock-
holders themselves that it was not the obhoahon of the
bank, but -of the stockholders, and that it was their in-
tent1on that they were acting in' their individual capaci-
ties and not foir the corporation. This is clear from the
unamblo’uous language of the contradt ifself, and where
there is 110 an]blgmt} 1t is our duty to enforce the contraet
to’ the letter.

“A contract is not binding on.the corporatlon but on
the officers or agents individually, where it is not signed
by such .coi’poi"ation,,ior it does not otherwise appear
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that there was an-intention to bind it, but is made with
the officers, or with stockholders, in their individual
capacities, even though the corporation gets the benefit
of the contract.”” 14 C. J., p. 481. .The court, therefore,
correctly dismissed the 1nte1vent10n as .to the Bank
Commissioner. : :

Since it is conceded that only those stockholders who
ratified the contract of November 24, 1930, are liable in
this action, the remaining subject of inquiry is which of
the stockholders are liable and the extent of that liabil-
ity. ‘The-court found that only such of the stockholders
as signed the contract were personally liable to the inter-
vener and those the court held were not liable here insist
that the contract in so far as it related to the bank was
ultra vires and void, and that because of this it could not
be ratified by the stockholders. We are of the opinion
that our conclusion as to the liability of the bank and
what we have -said: regarding it disposes of this conten-
tion.. The officers and directors were not acting for the
bank, nor did they profess to do so, but-for themselves
and the:other stockholders personally. The contract, in
express terms, guarantees the payment .to the- inter-
vener the $5,000 and professes to act for the parties sign-
ing the contract and for the stockholders. These stock-
holders at their next annual meeting considered a resolu-
tion which recited the reasons for the advancement of
the money by the intervener, the negotiations of the offi-
cers with the intervener for the loan, and that in con-
ducting the same they were acting for the stockholders.
With this in mind the resolution was adopted .by which,
"in express terms, they recognized their liability and not
that of the bank under the contract theretofore entered
into between the directors and Roetzel. By this resolu-
tion the par value of the “shares of stock each stock-
holder owned was used as a yard stick by which the lia-
bility of each would be measured, and sueh stock was
pledged to the extent of such hablhty Because of this
resolution, we are of the opinion that there was no other -
or dlfferent liability on those acting for the stockholders
who signed the contract and those who ratified it. By
the plain terms of the language used they intended to



and did, bind themselves personally to pay their just
proportion of the $5,000 advanced by Roetzél, which was
deemed to be an amount equal to oné-third of the par.
valué of the capital stock owned by each. It was equally
to the interest of J. A. Roetzel and Adeline Roetze] as to
the other stockholders that the capital structure-of the
ibank be strengthened:. They joined with the other stock-
holders in the resolution, and' therefore- they, too, are
liable -for their p10p01t10nate part, and with’ th1s de-
ducted, the remaining stockholders are obhgated for the
balance

" It follows that the decree of the trial court must be
reversed as to that part dealing with the liability of the
- stockholders, and the-cause is remanded with directions
to enter a 3udgment agalnst each of them who s1gned the
contract” or ‘were present in person or. by proxy and
ratified the same at the stockholders’ meeting, in such
proportion as one-third of the. par value of the capltal
stock owned by each bears to the: sum borrowed, after
the proportionate amount due by J. A. Roetzel and Ade-
line Roetzel as stockholders is deducted;and that a lien
be fixed on the stock -and the stock sold to satlsfy the
judgment, the intervener being entitled to have execu-
tion for any residue of the debt after the stock has.been
applied to the payment thereof.

Segn



