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Pocu v. TavLor.
4-2789
Opinion delivered December 19, 1932.

1. BILLS AND NOTES—FAILURE OF CONSIDERATION.—There was no fail-
ure of consideration for a note executed for money borrowed from
a bank to pay for stock in an auxiliary corporation of which the
bank officials were officers, though the stock proved worthless.

2. BANKS AND BANKING—AUTHORITY TO MAKE LOANS.—Bank officials
could not lend the bank’s money to enable a borrower to buy
stock in an ancillary corporation of which they were officers.

Appeal from Pulaski Circuit Court, Sécond Divi-
sion; Dexter Bush, Judge on exchange; affirmed.

STATEMENT BY THE COURT.

This appeal comes from a judgment of the Pulaski
Circuit Court in favor of Walter E. Taylor, State Bank
Commissioner in charge of the affairs of the Federal
Bank & Trust Company, insolvent, against appellant
upon a promissory note for $1,000 and interest.

The note was executed on January 10, 1931, in regu-
lar form, and its execution is not denied.

Appellant denied that the State Bank Commissioner
had taken charge of the assets of the Federal Bank &
Trust Company, for liquidation and was rightfully in
possession of the note as part of the assets of the insol-
vent bank at the time the Bank Commissioner attempted
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to take charge; and alleged that the note sued on, which
was a renewal of previous notes all executed without a
valuable consideration, was void, and that said note was
obtained by fraud and without consideration; and denied
any indebtedness thereon.

The court instructed the jury, and, reciting the facts
of the transaction, directed a verdict for appellee Bank
Commissioner, and from the judgment thereon the appeal
Is prosecuted.

Tom F. Digby, for appellant.

Robinson, House & Moses, for appellee.

Kimpy, J., (after stating the facts). Appellant first
contends that the court erred in holding the State Bank
Bank & Trust Company, insolvent, of which the note sued
on constituted a part, but this question has been deter-
mined against him in a former suit wherein he was a
party against the Bank Commissioner, ante p. 618.

He insists also that the court erred in not holding
the note was executed without consideration and void
upon the assurance of the officers of the bank that he
would never have to pay it. He admits, however, that
he executed the note, and the money was loaned him by
the bank with which to purchase stock of an anecillary
or auxiliary corporation, of which the bank officials were
officers, and who assured him that he would never have
to pay the note, and that the dividends from the stock
of the new company would take care of the loan. The
stock was issued to him upon his purchase thereof, and
he continued to renew the old note and pay the interest
thereon until the execution of the note sued on herein,
the last renewal of the note given. He borrowed the
money, however, and admitted that he had never repaid
it, and there could be no failure of consideration, so far
as the loan of the money upon the note discounted was
concerned, since he got the value of the money for which
the note was executed. The fact that the stock purchased
with the money he received on the note finally proved to
be without value did not constitute failure of considera-
tion for the note executed for the loan; and, even if it
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were true, which is not shown, that the bank officials
made fraudulent representations to him to induce him
to take stock in the ancillary company and loaned him
the bank’s money for that purpose, he would still be
bound to the payment of the money loaned upon this
note, since the bank officers had no authority, and could
have none, to.lend the bank’s money to enable persons,
who desired to do so, to buy stock in the ancilliary cor-
poration, of which they were also officials. This could
not be done even though they had attempted to guar-
antee, which was not done, sufficient returns upon the
stock purchased to take care of the repayment of the
money loaned. Clements v. Ciitizens’ Bank of Booneville,
177 Ark. 1085,9 S. W. (2d) 569.

No error therefore was committed in directing the
verdict, the evidence being virtually undisputed.

The judgment is affirmed.




