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This survey period yielded a more interesting selection of cases in
this field than last year's period, however, most cases followed estab-

lished principles of law.
Harris v. Eagle-Bridges Company' was a minority stockholders suit

against the corporation, other stockholders, and directors for relief

against alleged mismanagement of corporate funds by the defendant
president and directors. By amendment petitioner alleged that the
board of directors consisted of two non-resident stockholders, peti-
tioner, the defendant president, the son of the defendant president,
and two persons employed and controlled by the defendant president,

and that as a result of such composition of the board it was not reason-
able to require petitioner to seek redress from the directors or stock-
holders. The trial court sustained the renewed general demurrers.
The supreme court held petitioner had failed to comply with require-
ments of the Georgia Code2 by not alleging that he had sought relief
from the directors or stockholders or by alleging sufficient grounds

why that was not done. The court stated that the petitioner cannot
escape the duty of seeking relief within the corporation on the bare
allegation that it is not reasonable to require him to do so. He
cannot just assume that redress at the hands of the directors and
stockholders of a corporation cannot be obtained.

The court distinguished the case of Collier v. Mayflower Apart-
ments3 on the grounds that here there was no allegation that these
matters had been brought to the attention of the corporate officers
and no factual allegation showing why it would be unreasonable to
ask the directors to aid petitioner.

A second minority stockholders' suit 4 met disaster at the hands of
the supreme court on the grounds of acquiescence, ratification, and

estoppel. Two minority stockholders brought action to compel the
president of the corporation to account for funds allegedly withdrawn
for his own personal use. The court, citing Alexander v. Searcy,5 and
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1. 212 Ga. 599, 94 S.E.2d 381 (1956).
2. GA. CODE § 22-711 (5) (1933).
3. 196 Ga. 419, 26 S.E.2d 731 (1943).
4. Chalverus v. Wilson Manufacturing Company, 212 Ga. 612, 94 S.E.2d 736

(1956).
5. 81 Ga. 536, 8 S.E. 630 (1889).
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Mathews v. Fort Valley Cotton Mills,6 held that where stockholders
in a corporation participate in the performance of an act or acquiesce
in and ratify the same, they are estopped to complain thereof in equity.
Since one of the petitioners had been acting as president during the
president's absence, and therefore participated in, acquiesced in, and
ratified all the acts complained of, he was estopped to complain in
equity. Equity would not aid the other petitioner because she had
remained inactive and silent until the filing of the suit without seeking
any other redress.

In Regenstein v. J. Regenstein Company,7 the supreme court again

announced the principal that the majority of a corporation's stock-
holders have the right to manage its own affairs so long as they keep
within their charter rights, and that courts will not interfere in mat-
ters involving merely judgment of the majority in exercising control
over corporate affairs. The supreme court affirmed the trial court's
sustaining the general demurrers to the petition because petitioner
had failed to allege facts which if proven would have shown any action
or threatened action of the directors beyond the corporation's charter
powers, or a fraudulent transaction, or that the majority of officers and
directors were acting in their own interests in a manner destructive
of the corporation or of the rights of other stockholders.

The case of Hansell v. Citizens and Southern National Bank,8 pre-
sented several interesting questions. This action was one by a minority
stockholder seeking a declaratory judgment that a statute9 authorizing
certain state banks to establish branches was unconstitutional. The
supreme court held a cause of action for declaratory judgment was
stated.

Defendant contended plaintiff could not maintain the action to
challenge the statute because the statute operated to plaintiff's bene-
fit, and did not injure plaintiff. The court resolved this issue in favor
of plaintiff by holding that the plaintiff as a stockholder of the de-
fendant bank had a right to insist that the defendant did not trans-
gress the laws of Georgia, and that the fact that the establishment of
branch banks would benefit stockholders had no bearing on the right
of a stockholder to challenge the validity of the bank's action, when
such action or threatened action of the bank's directors was alleged
to be beyond the charter powers of the corporation. Section three
of the act of 195610 was held unconstitutional as a special act, not

6. 179 Ga. 580, 176 S.E. 505 (1934).
7. 213 Ga. 157, 97 S.E.2d 693 (1957).
8. 213 Ga. 205, 98 S.E.2d 622 (1957).
9. Ga. Laws 1956, p. 309.

10. Ga. Laws 1956, p. 309.
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one acting generally or uniformly throughout the state, in violation of
.Article one, Section 4, paragraph one, of the Constitution of Georgia.'1

The following cases are mentioned briefly for a single point in
this field. In Miller v. Berman,12 the principal was again announced
that organization under the corporation charter is necessary before
a corporation can do a corporate act, and therefore in this case cor-
poration having failed to organize under its charter it could not enter
into a contract. Swift and Company v. Lawson' 3 stands for the propo-
sition that having within a county an agent of such kind as can be
served is alone sufficient to give jurisdiction of a non-resident corpora-
tion if service upon such agent is had.14 The case of Moate v. H. L.
Green Company15 involved as a collateral issue whether a corporation
could pledge its credit for the benefit of another. A corporation, un-
less special authority is conferred on it by its charter, cannot lend its
credit to another. However, without special charter authority, a cor-
poration may pledge its credit by promising to pay the obligation
of another, if the promise is in the promotion of the business its char-
ter authorizes.

STATUTES

Title 97 of the GA. CODE ANN. was repealed by Act 12716

and in its place a new Georgia Security Act was enacted. No major
changes were accomplished by the new act, but a few details will be
briefly mentioned here. A new category, "Limited Dealer", was added,
which is defined by the act to mean a dealer who is only authorized
to sell or offer for sale a certain issue of or a certain class of securi-
ties specified by the commissioner. A similar category known as "Lim-
ited Salesman" was added by the act, also being defined as one auth-
orized to deal in only a limited number or type of securities authorized
by the commissioner. The initial fees for registration of a dealer were
increased from $50 to $250; a new category of exempt securities was
added by subsection j17 of the act, which is applicable to a limited
number of persons.

Act 24018 provides for banks organized or existing under laws of
other states bordering on Georgia to act in a fiduciary capacity after

11. GA. CODE ANN. § 2-401 (1933).
12. 94 Ga. App. 457, 95 S.E.2d 319 (1956).
13. 95 Ga. App. 35, 97 S.E.2d 168 (1957).
14. Citing GA. CODE ANN. § 22-1101, § 22-1102 (1933).
15. 95 Ga. App. 493, 98 S.E.2d 185 (1957).
16. Ga. Laws 1957, p. 134.
17. Ga. Laws 1957, § 6, (j), p. 152.
18. Ga. Laws 1957, p. 278.
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meeting certain qualifying requirements as set forth by the act, pro-
vided that the State in which the bank is organized has a reciprocal
statute permitting corporations of Georgia to act in a like manner.

Act 14819 amends GA. CODE ANN. § 56-207 by providing that the capi-
tal stock of insurance companies may have a par value of $2.50 per
share instead of $5.00 per share, and after a period of two years, on ap-
proval of the insurance commissioner, the value may be reduced to
$1.00 per share; and providing that the capital stock shall be two hun-
dred thousand dollars for each class of insurance engaged in instead of
the old requirement of one hundred thousand dollars. The new
amendment applies only to companies chartered after its effective
date.

Act 2382o amends GA. CODE ANN. § 13-2023 by adding Federal
Intermediate Credit Banks as organizations in which banks may invest
free from the limitations of that code section.

Act 43221 amends GA. CODE ANN. § 13-1002 by reducing the re-
quired vote of the stockholders for a charter amendment of a bank
from a unanimous vote to only 90% vote when the purpose of the
amendment is to authorize a change in the location of the bank, and
providing further that if the move is to be within the same county
only a two-thirds vote of stockholders will be required.

Act 46122 amends Chapter 34 A-I GA. CODE ANN. by providing
that the venue of any suit brought against an electric membership
corporation will be only within the county in which such corporation
has its principal office as specified in its charter, and also increases
the period of succession of such a corporation from twenty to thirty-
five years.

Act 49723 amends GA. CODE ANN. § 56-601 by adding a new provi-
sion as to venue in an action against an insurance company. The act
provides in addition to the former provisions that when any claim
or demand on an insurance company is in the amount of $3,000 or
less the claimant may institute suit in a county where the property
covered by the insurance contract is located, or in a county where
the insured maintains his legal residence. The act further provides
that where venue is based on a company's transacting business in a

19. Ga. Laws 1957, p. 195.
20. Ga. Laws 1957, p. 275.
21. Ga. Laws 1957, p. 501.
22. Ga. Laws 1957, p. 461.
23. Ga. Laws 1957, p. 645.

1957]
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county, in which the company does not have an agent, service may
be perfected by a second original served upon the company in the
county of its principal office.

In conclusion, cases decided during this survey period show an in-
creasing volume of minority stockholders' suits, and point out the
growing need for legislation requiring minority stockholders to either
own a sufficient amount of stock, or requiring them to give bond
as security for any loss sustained by the company in a "striker's suit".
Under the present law there appears to be nothing to prevent a
minority stockholder from harrassing a company with a "striker's
suit" and attempting to force his demands on the management.

The Hansel124 case, if taken to its logical conclusion, would allow
any stockholder to maintain an action against his corporation and its
management for ultra vires acts regardless of the possible or probable
benefit both to the corporation and to the complaining stockholder,
and without the necessity of showing damage to either. This case
apparently further stands for the proposition that one can challenge
the constitutionality of a statute without showing any damage or
injury to himself from such statute merely because he is a stockholder
if his company is attempting to act beyond its charter powers under the
authority of the statute. It is hard to imagine how a flood gate could
be opened wider.

24. Hansell v. Citizens and Southern National Bank, 213 Ga. 205, 98 S.E.2d 622
(1957).


