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lthe last edition of " Brice on Ultra Vires"
~Stated that " in the United States it is quite

Setle tilat corporations cannot purchase or
bord0 deal in stocks of other corporations,

<l.7e-xpressly authorized to do so by law"

Ini the same jurisprudence it bas been affirmed

Parti es dealing with corporations are boufld

l1rf the law governing them; and that
th 'eore a Party, dealing with a corporation

IMtdPowers, nmust be presumed to knoW
tesOeand restrictions upon uts powers and

pirOe as granted and defined by the charter
1, Inorporation: Connecticut Mu/u-1 Life

n,'2t5nc Company v. Cleveland, e/c., R.R. Co.,
"«rb. Ny,9; Merritt v. Lambert, i Hoiff

.Y,'66.

1ýtt the decision of the present Chief justice
~theS

~1 h uperior Court of Quebec on a clause

wbh, avings Bank Act (R.S.C., c. 122, S. 20),

liv .as sonle analogy to the clause which 1
ter, Cited fromn this insurance company's char-

anI 's 50 much within the policy of the
thatn Of icorporation lawI b ave referred o

casbeore nie. Under apower conferred upon
SSavt8 banks to boan their moneys on personal

SetritYtk -a collateral thereto " stock of
soin akn~a

e~ii achartered bank in Canada," a savings
RaCqujred 307 shares in the capital stock of

the~ 1ýchange Bank as collateral security for
wjrl.Tide to several outside parties. On the
toirs ng Up Of the Exchange B3ank, the liquida-

rtsso"ehttomake the savings bank liable inl

S'OkS of tbe bank; but the court beld
,,t h savings bank could not acquire or hold
h ShIares except as pledgees, and could not

I thn e Owner of such shares within the
0l.'n f the Bank Act, and was not therefore

A""to the double liability imposed by that
ij~Vchng~Banik v. Mon/real Ci/y and

~ 8  Vings Bank, 2 Montreal L.R., 57.
Pigin was afterwards affirmed on

th the Quebec Court o>f Queen's Bench

&«ýuy27th September, 1887. The case of
11. ,?P etc. A dvet /ising Co. v. Mo/son': Batik,

I Nes,207, is to the same effect.
kW TIS, therefore, that tbis company had no

O4 et tiider its charter to become the purchaser
ownr Of bank sbares; and it follows that

rt4 PPlcation of its funds. to such a purposCi
eii Ptirpose flot allowed by its charter,
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would be restrained by injunction at the instance
of a sharebolder. And were 1 to declare the

company subject to a liability not warranted by

its charter, 1 would be giving a judicial sanction

to a breach of trust, or to 'an act ultra vires Of

the company's powers.
This might sufice for the disposaI of the

application before me; but as 1 find on tbe

evidence tbat the loan was for the benefit of tbe

Central Bank, there is another series of cases

applicable to that finding.

In tbe Sou/h Eastern R. Go.': case, L.R. 14

Eq. io, an hotel company borrowed money

from the railway company upon the security of

unissued shares, wbich were placed in tbe names

of trustees. The botel company was afterwards

wound up, but it was held that tbe railway

Company was not to be treated as contributories

but as creditors, and to be entitled to prove for

the ainounit of their boan.
The principle of this decision bas been

afflrmed by tbe House of Lords in Bea/tie v.

Lord Ebury, L.R. 7 H.L. io. In that case

unissued preference shares of a company bad

been assigned to their bankers as collateral

security for advances nmade on the company's

cheques. On the winditig up of the company

the bankers bad been placed on the list of con-

tributories in respect of such shares, but the

House directed the naines of the bankers to be

struck off the list, and stayed the order dismiss-

ing the apýpeal until the naines were 50 struck

off.
The ra/io decidettdi of these cases may be

illustrated by a consideratiofi of the rights

whichl would have to be adjusted if it were con-

ceded that the Central Bank had authorty to

borrow inoney from other corporations or indi-

viduals on' its unissued shares, and to transfer

sucb pledged shares to a trustee to hold as

securit), for the boan. Such trustee on the

winding up of the Central Bank inight bave

been found on the register of shareholders, and

therefore hiable to be placed on the list of con-

tributories ; but on the authority of Re Na/ional

Financial Co., Ex par/e Oriental Commercial

Banik, L.R. 3 Ch. 791, such trustees would, if 50

placed on the list, be entitled to be indemnified

against aIl calîs in respect of such shares, on

the ground that a trustee is entîtled to be

recouped by bis ces/ui que trust for any pay-

nients made by him on accouiit of the trust

estate.

RePorts.


