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] LEGISLATIVE HISTOKY
Re So 1L33-15 et seq.
- {Actions by Sharehclders; security for expenses)

Laws 1915, Chapter 131 - issgmbly 2L2. Introduced March 16, 1945 by Hr. W.H. Jones
Not amended during passage. No hLearings or reports on this bill are
svailable,

This bil]l had the following statement:
Statemeant

This bill affects only one
been the subject of great gbuse

action which has
ralodorous scandal.

nor does it

tiom 2 -incorporate into State law the
rule long obtained in the Fedarsl courts.

This act embodies sinihrlmﬁuchun
enacted in the State of New York in chappers 667
and 668 which became effective on April 3, 19Uk.

For legislsative history of the New York law you mey write tok

Wiliiam P. Leonard
New York State Librery
Albeany 1, New York




ASSEMBLY, No. 242

. [ —————

STATE OF NEW JERSEY

INTRODUCED MARCH 16, 1945

By Mr. W. II. JONES

Referred to Committee on Corporatious

A~ Act concerning the insfitution and maintenance of actions in the right of
any domestic or foreign corporation by the holders of shares or voting trist

certificates, and supplementing chapter three of Title 14 of the Revised Stal-

utes,
1 Br 11t exacten by the Senate and General Assembly of the State of New
2 Jersey:
1 1. In any aetion institnted or maintained in the right of uny domestic or

2 foreign corporation by the holder ov holders of shares, or of voting trust
3 certificutes representing shives, of sueh corporation having a total par value
ney

4 or stnted eapital valne of less than five per centum (5% ) of the nggregate

par value or stated eapital value of all the outstanding shares of wneh cor-

()

6 poration’s stock of every class, exclisive of khares held in the corporation’s

-3

treasury, uloss the shares or voting trast eertificates held by sueh tiolder or

8 holders have a market valne in excess of fifty thonsand dollars ($50,000.00),

the corporation in whose right such action is brought shall he entitled, ut any

£

10 stage of the proceediug bofore final judgment, to vequire the complainant or
11 complainants to give security for the reasouable expenses, ineluding counsel
12 fees, which may be incurred by it in conneetion with such action and by the

13 other parties defendant i eonneetion therewith for which it may heeome

14 subject pursuant to law, its certifiente of incorporation, its by-laws or under

equitable principles, to which the corporation shall bave recourse in such

b
(5}




2

36 amount as the court having jurisdiction shall determine upon the termination
17 of such action. The amount of such security may thereafter, from time to time,
18 be increased or decreased in the discretion of the court having jurisdiction
19 of such action upon showing that the security provided has or may become
20 inadequate or is excessive,

1 2. In any action, suit or proceeding brought or maintained in the right
2 of a domestic or foreign corporation by the holder or holders of shares, or of
3 voting trust certificates representing shares, of such corporation, it must
4 be mnde to appear that the complainant was a shareholder or the holder of
5 a voting trust certificate at the time of the transaction of which he com-
6 plains or that his share or voting trust certificate thereafter devolved upon
7 him by operation of law.

1 3. This act shall take effect immediately and shall apply to all such
2 actions, suits or proceedings now pending in which no finnl judgment has

3 heen entered, and to all future actions, snits and proceedings.

STATEMENT

Thia bill affects only one kind of action which has been the subject of great
abuse and malodorous scandnl.

This bill does not har any nction nor does it bar any right. It requires that
the complainant represent a certain minimum of interest in the corporation or
that he put up seenrity for costs and expenses which will be incurred if his case
in (lett;rlllilled to be unfounded. If the stockliolder owns only a small pereentage
of the corporation’s stock and if his action has any merit at all, it would be
simple for him to interest others who hold the minimum percentage or stock
value and thereby nvoid putting up security,

Section 2 will incorporate into State law the rule that has long obtained in
the Federal courts.

This act embodies similar laws which were enacted in the State of New York

in chapters 667 and 668 which became effective on April 9, 1944.

1
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ASSEMBLY, No. 242

STATE OF NEW JERSEY

INTRODUCED MARCH 16, 1946

By Mr. W. H. JONES
Referred to Committee on Corporations

A~ Act concerning the institution and maintenance of actions in the right of
any domestic or foreign corporation by the holders of shares or voting trust

certificates, and snpblemontipg chapter three of Title 14 of the Revised Stat-

utes.

1 Be 1T ExacTED by the Senale and General Assembly of the Slate of New
2 Jersey:

1 1. In any action instituted or maintained in the right of any domestic or
2 foreign corporation by the holder osr helders of shares, or of voting truat

3 certificates representing shares, of such corporation having n total par value
i

[ 2

or stated capital value of less than five per centum (5%) of the aggregato

(3]

par value or stated capital value of nll the outstanding shnres of such cor-

G porntion’s stock of every elasx, exclusive of shares held in the corporation’s

treasury, unless the shares or voting trust certificates held by such holder or

-)

8 holders have a market value in excess of fifty thousand dollars (£50,000.00),

9 the corporation in whose right such action is brought shall be entitled, at any
10 stage of the procceding before finul judgment, to require the complainant or
11 complainants to give security for the reasonable expenses, including counsel
12 fees, which may be incurred by it in connection with such action and by the
13 other parties defendant in connection therewith for which it may become
14 subject pursuant to law, its certificate of incorporation, its by-laws or under

15 equitable principles, to which the corporation shall have recourse in such




16 amount as the cour* Suving jurisditiiv. shall determihie upon the termination
17 of such action. The amount of such security may thereafter, from time to time,
18 be merqased or deoreased in the dmoretmn of the oourt havmg Jnrudumon
19 of such action upon showmg that the secunty provided has or mny become '
20 inadequate or is excessive.

1 2. In any action, suit or proceeding brought or maintained in the right
2 of a domestic or foreign corporation by the holder or holders of shares, or of
3 voting trust certificates representing sharés, of such corporation, it must
4 be made to appear that the complainant was a shareholder or the holder of
5 a voting trust certificate ai the time of the transaction of which he com-
6 plains or that his share or voting trust certificate thereafter devolved upon
7 him by operation of law. |

1 3. This act shall take effect immediately and shall apply to all such
2 actions, suits or proceedings now pending in which no final judgment has
8 been entered, and to all future actions, suits and proceedings.
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INTRODUCED MARCH 16, 1945

By Mr. W. I JONES

Referred to Committee on Corporatious

Ax Act concerning the institution and maintenance of actions in the right of
any domestic or foreign corporation by the holders of shares or voting trust

cortificates, and supplementing chapter three of Title 14 of the Revised Stat-

utes.

1 Be 1T Exactev by the Senale and General Assembly of the State of New

v

3 Jersey:

1 1. In any action instituted or manintained in the vight of any dementic or
D foreign corporution by the holder ov holders of shmres, or of voting trust
3 cortificntos representing shares, of such corncrntion hnving o total par valne
4 or stated eapital value of Josn than five pn-!*‘ contum (5% ) of the nggregate
5 par value or stated eapital value of all the outstanding shares of wuch cor-
6 poration’s stock of every clas, exclusive of shares held in the corporation’s
7 treasury, unless the shares or voling trust cortiftentes held by sueh holder or
8 holders have a market value in excess of fifty thousand dollars (§50,000.00),
9 the corporation in whose right such action is hrought shall he entitled, at any
10 stage of the procoeding before final jndgment, to require the complainant or
11 complainants to give sccurity for the reasonable expenses, including eonnsel
12 fees, which may be incurred by it in connection with suchi action and by the
13 other parties defendant in conneetion therewith for which it may heeome
14 subjeet pursuanttolaw, its certiﬁcntg of incorporation, its by-laws or under

15 equitable prineiples, to which the corporation ghall bave recourse in such




2
16 ama@t as the court having jrisdietion shail determine upon the termination
17 of such action. The amont of such securi’y may thereafter, from time to time,
18 be inoreased or decreased in the discretion of the court having jurisdietion
19 of snei:‘ aﬁtion upon showing that the neonrity‘provided has or may become
20 inadequate or is excessive. .
1 2. Tn any action, suit or proceeding brought or maintained in the right
20fa dome'stic‘ or foreign corporation hy the holder or holders of shares, or of
3 voting truat‘ certificates representing shares, of such corporation, it must
4 be made to appenr that the complainant was a shareholder or the holder of
5 a voting trust certificate at the time of the transaction of which he com-
6 plains or that his share or voting trust certificate thereafter devolved upon
7 him by operation of law.
1 3. This act shall take effect immediately and shall apply to all such
2 actions, suits or proceedings now pending in which no final judgment has

3 been entered, and to all future actions, suits and proceedings.

,, STATEMENT

This bill aﬁclacts only one kind of action which has been the subject of great
abuse and malodorous seandal.

This bill docs not har any action nor doos it bar any right. It requires that
the complainant ropresent a certain minimum of interest in the corporation or
that he put up security for costs and expenses whieh will be incurred if his case
is dotermined to be unfounded. If the stockholder owns only a small percentage
of the corporation’s stock and if his action has any merit at all, it would be
simple for him to interest others who hold the minimum percentage or stock
value and thereby avoid putting up security.

Section 2 will incorporate into State law the rule that has long obtained in

the Federal courts.
This act cmbodies similar laws which were enacted in the State of New York
in chapters 667 and 668 which became effective on April 9, 1944.

!
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