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R. S. JluJ-1$ et seq. 
(Act.101W by ShareholdersJ security £or expenses) 

Laws 19115, Chapter 131 - Aa8~ 242. Introduced Jo4.arch 1.6, 1945 by Mr. W.1:1. Jones 
Hot amended duri.ng puaage. No l~s or report.s on this bill are 
.....1J·ble. 

Th1e bill bad the f'ollewing at.atealentr 

Stat.-.nt 

nw. bill dtecta .caJ.y one action which haB 
~ 'the subject. of great abuse u10d0rous IJcandal. 

Thill bill does not bar 
bar any right. It rect','!,..­
repreatmt a certain miJl~LItl 
corporation or that 
m1d experlH8 Wich 
18 aetendned to be UIU~ldl) 
holder owns a ~..... 
corporation• 
..r:tt at all 
interest o_~,_ ..... 
or IS &hdr-tJ~ebv 

1Dcorpora1ioe 1n-t.o State 1&w t.be 
, ....__;ylong obt.a1ned in the F__ral courts. 

!hie act. -.bod1.. 81mlar J.ave 1Ih1ch ..re
 
euct.ed 1n t.be state or II.., York in ~ 667
 

, aDd 668 which ~_e ettect.1Te an 'FU 9, 1944.
,~ 

-'~ '" !-2­

For lap.l.U.... h1IJto17 ot tbe Ne:w York law you aay write tol. 

wn 15 am P. Leonard 
Wew York state Library 
Albany 1, New York 



ASSEMBLY, No. 242
 

$TATE OF NEW JERSEY
 

INTRODUCED MARCil 16, 1945 

B~' Mr. W. II.•'ON'.~S
 

Referred to Commit ttl(' on 4.'orporlltions
 

Ax ACT ooJlet'rnillJ,:' 'ht' ins'itution IIIIt) 1IIIlillt(\UllnC(\ of nc.iOlllC in 111(1 riJ,:'ht 01'
 

] HI': IT I':N,\CTIW 11.'1 lilt' .'\1'11111,' fllI'/ at'lll'm! .'h~,'mM.'1 of tlw SIt,I,' of Nnl' 

1 1. In lilly lIl'tiOIl illldi'ntl'd III' llInilllllillt'll ill till' l'iKhl. tit' 1Il1~' t1IIIl1I'Mtit~ III' 

2 forl'ilot'll l'O!'pOl'lIlioll h~' tbt' holder 0 I' holtlt'I'~ of Mhlll'tlM, til' of Vlltill1o(' lI'UHI. 

:1 cc'rtiO".ll't.'H rcprt'l4('lItinK Hlul\'(·;I. of H\1('" ('IIl'IIIJI'ution hll\'\IIJ,:' u t.otlll 1'111' vnh... 

4 or stnh'll t'lIpHlI1 \'uhll' of It'll,M thlln th'l' 111'1' l'I'IIt1l1l1 (r)~·:) Ill' 'hl' 1I.'{,l{I'I',l{lltl' 

a par \'8Iut.· or l4'uted cupitnl \'ulue 01' 1111 th., tJntMtnllllin,l{ Mhnrl'H Ill' HIit'll 1~lIr-

6 porlltioll 'K stock tit' C\'e1'~' dllZOizo;, ('xdn ",h'(' Ill' .. hll I'I'M hdtl in •ht, l~lIl'IIlJl'nt.illll '14 

8 lJOldt.'rs IUl\'t.l n Jnnrkllt VII lilt, ill ('Xt'I'I'M 01' liI't,\' thollMnllll c!nlllll'll (lfif)(),tlfHl.fIf)), 

{) the cOI'JJOrntion in WhORO riKht 8uch IH'lillll ill hl'OIl/oCht ",hnll lin Im'itlt'd, n' nlly 

10 stage of the prococ>diug bcfOl'(' Ihuat jUtl,l{lllllllt, til I'l'quirl' tI... l!tJlIIl'lnillllllt IIr 

11 complnillnnll' '0 gi\'(~ security I'm' tilt.' l'l'Il1l01lllhlt, t'Xpt'lIllt!M, inchulill/oC ('111111111'1 

12 fecs, which lUlly bt> incurreu lJy it j JI cOllJll'clioll with Inwh Ilelillll IIl1tl II)' I ht, 

13 other pllrtil'M Ilcfl'lIllllut ill C01l1Wt,ti1l1l Ihl'\'t'with fill' whh'h it 1\lIlY hl'I'lIl\1(' 

14 8ubject pursuallt to law, it2l cc ..tilitllltl' ()l' illcor(ltlmtillll, itZOi \,y-IIIWZOi III' until'" 

15 equitnble principles, to which Ule corp0I'lIliOll I\hull lJU\'t.! 1'('COUI'Mt' ill MUdl 
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16 :.mount as the court Jlaving jurisdiction shall determine upon the termination 

17 of such action. The amount \If such security may thereafter, from time to time, 

18 be increased or decreased in the discretion of the court h~ving jurisdiction 

19 of such action upon showing that the s~rity 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 

:l \'qting trust~ertifiCRtes representing share·s, of such corporation, it must 

4 be made to appear tbnt the complainant was a shareholder or the holder of 

a a voting trus't certificate at the .time of the transaction of which he com­

6 plains or that bis share or voting trust certificate thereafter devolved upon 

7 bim by operation of law. 

1 3. 'l'his nct shnll tnke effect immediately and shnll apply to all such 

2 nctionM, 8uits or proceedings now pending in which no finnl judgment has 

3 bccn entered, and to nil future actions, suits and proceedings. 

STATEMENT 

This bin affects ollly olle kind of Rction which hns been the subject of great 

nhuMll mUII11RlodOl'on8 &CnndRl. 

Thit! bill dOl~t! not hllr IIny Rction nor does it bar any right. It requires that 

the compillinnnt 1'('J1r~Ment n c~rtnin minimum of interest in the corporation or 

that be put up t1eclll'ity for OOlltll tllld expCIlMeH which will he incurred if his case 

itl d~wrlllined to be ullfoumlet1. If the Hto(~kholder OWI1I1 only a small percentage 

of tbe col'porutioll'8 stock lind if his act ion has nny ml'l'it nt all, it would bc 

simple for him to interest others who hold the minimum percentage or stock 

"nlue lind ther('b~' l1\'Oid putting up security. 

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

t.he Fl'llcrnl courtll. 

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

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



[OFFICIAL COpy REPRINTl 

AS8'BIIBLY, No. 241 
• 

STATE Q'F NEW JERSEY
 

By Mr. W. H. JONES 

Deterred to Committee on Corporationa 

AN	 ACT concerning the institution nnd nmint('nnnee of nctions in the right of 

any domestic or foreign corporntion by till' hold('rs of 8har(,8 or "oting trust 

certificates, and supplementi~gchapter thr('e of Title 14 of the Re\"is('(J Stat­

ut(,8. 

1 BB IT UAmu b, lite Betfo'e tu.tI Gettera' ~:I"6mbly 0/ 1M 8'0'e 0/ N8tl1 

2 Jersey: 

1 1. In nn~' nction in8titutc.·il or Dlllintllin('cl in the right of nny domestic or 

:2 for('iKlI corporation by the holder .:>r hold"rM of Ilhnr(\s, or of votinK trust 

3 certificnte8 r('prt:'llenting shnrl'M, of Much l~orporlltion having 11 totnl pnr vRlue 
\ 

4 or stnt('d ('apital \'/llue of JellM til/III Ii n' Ill'r centnm (5'!t,) of the a/oC/oCreKlltc 

5 par ,"alue or stIlted c/lpita) ,,"ltH' of /III tlw outHbmilinK slum.'H of HIlCh cor­

6 porntion '8 Btock of c\'cr~" clnllll, (,Xl'llIlIi\"(~ 01' IlhareM held in the corporation's 

7 treasu~', unl('s8 the shares or \"otinjot trullt ccrtiftcntl'tl held hy such holill~r or 

8 holders have a market \'olul' in "X(,l'MIl of 1ift~" thollHllnd dollars ($5o,ooo.nO), 

9 the corporation in whose right such action is brought Mhnll be elltitilld, lit /lilY 

10 stagc of the procceding before finul jud~"nl{'nt, to r('quiro the complllinllllt or 

11 complainants to givc security for the r('/l80nahlt· expenses, including coull8cl 

12 fees, which ma~' be incurred by it i II connection with sllch action IIlId hy the 

13 other parties defendant in COl1ll('ction t1l('rcwith for which it mllY hecome 

14 sllbject pursuant to law, its certifil'atl' of incorporation, its by-laws or under 

15 equitable principles, to which t,he corporation shall have rccounc in such 
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16 amount as the cour. .t.-.ving .j1t"S~tiy.il~ 8bsl1:def;eJmi6e upon the termination 

17 of such action. The amount of such seourity may thereafter, from time to time, 

18 be inc1'9esed or decreased in the disoretion of tile court having jnriIdietion 
--~- --'- :: " . . ' . '.." ~ .... .' . . ,;.". .:- ': 

19 of snch action upon showing that the security provided has or may become' 
, 

. t. 20 inadequate :;or is excessive• 

1 2. In any action, suit or prooeec1ing 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 suob corporation, it must 

4 be made to appear that the complainant was 8 shareholder or the holder of 

5 8 voting trust certificate at the time of the transaotion of which he com­

e plains or that his share or voting trust certi1lcate thereafter devolved upon 

7 him by operation of law. 

1 3. This act shall toke effect immediately and shall apply to all suob 

2 actions, suits or proceedings now pending in which no final judgment has 

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



·ASSE·MBLY, No. 242
 

STATE Q'F NEW JER5:EY
 . ' 

INTRODUCED MARCH 16, 1946
 

By Mr, W. n, .'ONli~S
 

Referred to Conullittt'e 011 Corporutiol18
 

AN ACT eoneenlillK the illl!titutioll nUtl IIlllillh\lI11neO of nctiollll in tllc "Kilt of
 

an)" domeMtic or forl.iKII corporation h~' the 110ltl('rR of shareR or votillJt t rllst 

cprtifiCl1tell, I1nd ltUllplclD('IIt.iIl(C ('hnph'r t1lrt'(' of Titlt! 14 of the RevilllCtt Stllt­

Ut(lH. 

1 1. III 11I1~' lIl'fiuII illMtitnted ul' t11l1illlllint'tl ill Iltt. l'iKht of lilly dl)lIl(!Mlit~ or 

2 roreiKII eorpoflltioll hy the }Ioldcr 0,' huld.·rll 01' Mil/lfl'Il, or of votiul{ IrllMt 

3 <W'rtifW.ntt'M rt>prC'Mlmtiull shureM, IIf Hllt'h c·oq~.l'lltinJl hllVill1{ II tutlll 1'"1' \'111110 

:; par \'alut' or Htated Cllpitlll vulu'!.' or nil till' oUIMtnlltlill~ Mhll n'M of MUdl t'or­

6 poration'14 stock of .wel'Y C(RHIt.lIXt'lllllin· of' Mhnrt'M Iwl.1 ill till' corpornlioll'H 

7 tfeR!\Ur)', ullimut the sltllfeS 01' \'OtillJ,: ft'UMt cl~rtillmlh'M IIdd hy ''!lldl hold!'r or 

8 boldel'll ba\'c n mllrk(!t vulue ill ('SC'C'MII or tif't~' thCJIIMllIltl rJolhll'H (~JO,nOO,fJO), 

9 tbe corporation in whose right Buch ndioll ill hroul{l,t ",Iwl) hl! tmtiUt"l, lit lilly 

10 stage of the proceeding before fillnl jlld~nu.mt, to rClluirc' tim c~ompillillllllt or 

11 complainants to give 8t>Curity for Llw rl'lIl4ollllh!e c'xptJIIMeH, illcludinlo!' MIIIlMt'l 

12 fees, which lWl~' be incurred by it ill connection with such I1ctiOIJlllid hy til(! 

13 ollier partil'H deft'lIclllnt ill cOIIJll'cliulI t1wl'('with for whit~h it IIIny "t't'lIl11t! 

14 8ubjl'Ct pDrsuallt to law., its ccrHtil.llltl! of illCOI'))(lrRtioll, it~ h~'-IIIWH or ulult'r 

15 equitable principles, to wbieh the (IOI'pol'atioll shall Wl\'C rccourse in Hueh 
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16 :lmount as the courl havingjurisdtetton .btLiI tietitmine upon the termination 

17 of suob action. Tbe alRouut of sucb seeU!·!~.y may thereafter, from time to time, 

18 beiJlC)rMa4i or decreased in tbe discretion of .~!!. court b~ving jurisdtetion 

19 of soeh aetion upon 8howing that the lecurity provided has or may become 

20 inadequate or is exccssive. 

1 2. In any action, 8uit or proceeding brougbt or maintained in the right 
I 

2 of a domestic or foreign corporation by the bolder or holders of shares, or of 

3 \"oting trust :eertiftcat.e8 representing share's, of 8uch corporation, it must 

4 be made to appear tbat tbe complainant was a shareholder or the holder of 

5 a voting trust ccrtiflcate at tbe .time of the tranMction of which he com-
I 

6 plains or that his share or voting tru8t certificate thereafter devolved upon 

1 him by operation of law. 

I 3. Tbis act sba11 take effect immediately and shall apply to all such 

2 actiona, suits or proceedings. now pending in which no flnal judgment has 

:4 heen entered" and to aU future aotions, suitl and proceedings. 

STATEMENT 

Thle bill atTectl only one kind of action which has been tbe subject of great 

nbulo Rnd malod'/)rouB 8C8udal. 

Tltia bill doc'l not bar nny action nor doe8 it bar any right. It requires that 

the complainant r~present a certain minimum of interest in the corporation or 

that be put up security for costs aud expellsos wbicb will be incurred if his case 

is determined to be unfounded. If the 8tockholder OWII8 only a small percentage 

of the corporation'8 8tock and if bis aotion has any merit at all, it would be 

simple for him to interest others who hold the minimum percentage or stock 

value IlDd thereby Ilvoid putting up security. 

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

the Felleral courts. 

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

in ohapters 667 and 668 which became efteotive on April 9, 1944. 
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