Civil Procedure 

                Maranville

Sample “Gold Standard” Brief

Shaffer v. Heitner

Citation:  Shaffer v. Heitner (S.Ct. 1977), p. 104
Subst. Claim:  Pl. Heitner (owns 1 share of Greyhound Stock) sues defendants, 28 present or former officers/directors of Greyhound[both of the corp’s?] in a shareholder’s derivative suit (?) in Del. Chancery Ct.
DM note:  The brackets and question marks highlight places where I would expect you to have questions that you need to investigste.

Procedural posture:  Def’s obtained review [cert?] of Del. Ct’s decisions refecting motion to service of process and vacate quash  ex parte [?] sequestration order [?] “seizing” shares of stock and options belonging to def’s by placing step tx orders on books
Black Letter Law:  Shoe minimum contacts test;  Hanson v. Denckla purposeful availment test.
DM note:  Yeazell edits out the discussion of Pennoyer & Internat’l Shoe, the cases that had long been considered the Black Letter Law in this area.  But note that what is at stake is whether Pennoyer’s status as black letter law will continue, and how broadly Shoe extends..
Options for Rule Choice:  1)  Pennoyer framework:  court may assert in rem jurisdiction over defendant by attaching property with state and serving defendant by publication.  Property may be “intangible” or   2) Extension of  International Shoe:  court may assert jurisdiction over defendant (in rem or in personam) only if the def. has min. contacts with the forum state, such that assertion of juris. does not offend trad. notions of subst. justice and fair play.
Court’s Choice of Rule: #2:  Extends req’ts of Shoe to in rem jurisd.
Procedural Issue:  Under 14th Amend. D.P. may a state court assume jurisdiction over a defendant by denying a motion to quash service of proceess and vacate a sequestration order where:

1) jurisdiction is based on presence of property w/in the state

2) the property consists of stock and stock options in a corporation incorporated in Delaware

3)  the property is owned by officers and directors of a corporation incorporated in Del.

3) the stock & options were attached by placing a “stop transfer” order on the books of the corp. in accordance w/ Del. statute
4) defendants were served by 

a. certified mail to their last known addresses and

b. publication

Holding:  Under 14th Amend. D.P. a state court may not assume jurisdiction over a defendant [by denying a motion to quash service of proceess and vacate a sequestration order] where:

1)   jurisdiction is based on presence of property w/in the state

2)   the property consists of stock and stock options in a corporation incorporated in Delaware

3)  the property is owned by officers and directors of a corporation incorporated in Del.

4) the stock & options were attached by placing a “stop transfer” order on the books of the corp. in accordance w/ Del. statute
5) defendants were served by 

a. certified mail to their last known addresses and

b. publication

Disposition:  Rev’d.  This means that the Del. S. Ct. was wrong in finding territorial/in rem jurisd. and the case will be dismissed.
Rationale

Del. Ct./Def.


Majority/Pl.



Conc/Dissents


§II. Pennoyer


§II  1) a.  Shoe applied to
framework controls

indiv’s + corp’s
b.No similar change in in rem





but hints in lower ct. cases,





S.Ct. decision, etc.
§III




§III  1) a. Jurisdiction over thing




= jurisd. over person’s interests 

in thing

b. So jurisd. over thing shd be 

same as over pn’s interest in thing

2) Presence of property ( 

2)  Powell.  Reserve
contacts among forum State,

judgment on 
def.,litigation



extension of Shoe
a. Claim to property – 

to all forms of in rem

State where property located 

esp. involving real 

usually have jurisd.


property
      i.def. benefit fr. 

State’s protection

     ii.  Strong State interest in 


A. ensuring marketability


B.  peaceful resolution of disputes

     iii.  Records, W’s likely in forum State

b. Cause of action based on 

ownership of land – may favor jurisd.

c. Quasi in rem 
ala Harris v. Balk, Shaffer
i.Property unrelated 

to cause of action
ii. Presence of property alone 

not enough

iii. Only role of property – 

basis for jurisd.

if not enough for in personam, 

why allow

indirect assertion of jurisd?

3) Arguments against 

applying Shoe to q-i-r

a. Uncertainty of Shoe std.

i.easy to apply in most cases

ii.shouldn’t sacrifice fairness

b. Long history of in rem jurisd.

i.Offends trad.. notions of f.p.s.j. if

keep old forms 

that are no longer justified

ii.in rem = fiction 

4) All assertions of state ct. jurisd.



Evaluated under stds of Shoe 




and later cases






Inconsistent prior decisions overruled

§IV 1) In rem jurisd.

§IV  1) No in rem jurisd.



a. has jurisd.


a.  Stock isn’t subj. of lawsuit



over def’s based on

b. cause of action not
property w/in state

related to property
b.  Del. statute says

(i.e. def’s contacts w/ state)
stock is “present” in Del.








2) Min. contacts

2)  Insuff. contacts

a.App/Def’s are 

a.  App. never set foot

Directors/officers

in Del.;  no act relevant to
of Del. corp.


cause of action took place in Del.

b.Del. state interest

b.  Del. not assert jurisd.

b  Brennan.  Allow
in supervising mgmt

based on def’s statute as

shareholder’s der.
of Del. corp. – 

corp. fiduciaries.  


Suits based on strong
Del. corp. law


Sequestration not limited to

state interests





Corp. dir’s/officers – any 

  i. protect local corps




stockholder subj. to jurisd.

  ii. State reg. interest









  iii. Convenient










  forum – entity is










  creation of state

c.Hanson v. Denckla

c.  Appropriate for Del. law 
            c.  Def’s vol. assoc.
req’t’s – def’s


to control, but def’s had

  selves s/ Del thru
purposefully availed

nothing to do w/ Del.
.

 becoming dir’s -
themselves of privilege





resp. based on State
of conducting activities





law & benefits
w/in forum state:






(e.g. interest-free 
benefits to corp. officers/dir’s





loans)
d.  Implied consent

d.  No Del. consent to 




jurisd. statute.  No reason




def’s expect subj. to jurisd.




in Del.
e. Internat’l Shoe controls
all assertions of jurisdiction
Stevens.  D.P. protects against









judgments w/out 









notice. Too much









risk here.
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