
Table of Contents
CHAPTER 58. STOCK AND
STOCKHOLDERS (CONTINUED)

XXXI. POWERS, RIGHTS AND DUTIES OF
SHAREHOLDERS; MAJORITY AND
MINORITY SHAREHOLDERS

A. GENERAL CONSIDERATIONS AND RULES
§ 5708 Scope of subdivision
§ 5709 Shareholders—Definition and nature
§ 5710 Shareholders as distinct from corporation—

Contract of corporation as binding on
shareholders

§ 5711 Knowledge imputed to shareholders
§ 5712 Estoppel of shareholders
§ 5713 Duties of shareholders
§ 5714 Liabilities of shareholders
§ 5714.50 Professional corporations

B. POWERS, RIGHTS AND DUTIES OF
SHAREHOLDERS IN GENERAL

§ 5715 General considerations—Different viewpoints
§ 5716 —Where corporation holds stock in another

corporation
§ 5717 Enumeration of powers and rights of

shareholders in general
§ 5718 Powers of directors distinguished from powers

of shareholders—In general
§ 5719 —Control of shareholders over directors
§ 5720 —Sale of all of corporate property
§ 5721 Particular shareholders—De facto corporation

shareholders
§ 5722 —United States
§ 5723 —Pledgor and pledgee
§ 5724 Acquiring adverse title or interest—In general
§ 5725 —Engaging in competing business

xv



§ 5726 —Purchase of claims against corporation
§ 5727 —Purchase of corporate property at forced

sale
§ 5728 —Redemption from forced sale
§ 5729 Actions by shareholders
§ 5730 Acts as individuals
§ 5731 Appeal from judgment against corporation
§ 5732 [Reserved]
§ 5733 Compensation—In general
§ 5734 —Implied contract to pay shareholder
§ 5735 [Reserved]
§ 5736 Contracts in general
§ 5737 Contracts between shareholder and

corporation—In general
§ 5738 —Purchase, sale or lease
§ 5739 —Loans by or to corporation
§ 5740 —Promissory notes executed to corporation
§ 5741 —Agreement in consideration of guaranty of

corporate debts
§ 5742 —Fairness of contract
§ 5743 Contracts between shareholders
§ 5743.05 —Shareholder voting and management

agreements
§ 5743.10 — —Statutory provisions
§ 5744 Contracts between shareholders and third

persons—In general
§ 5745 —Negotiable paper
§ 5746 Information—In general
§ 5747 —Inspection of corporate books and records
§ 5748 —Inspection of corporate property
§ 5749 Management of corporation
§ 5750 Mortgages
§ 5751 Purchase or sale of stock
§ 5752 Setoff of claims
§ 5753 Title to corporate property
§ 5754 Voting at shareholders’ meeting
§ 5755 Shareholder as creditor of corporation—In

general
§ 5756 —Rights of shareholder creditor

C. POWERS, RIGHTS, DUTIES AND
LIABILITIES OF MAJORITY
SHAREHOLDERS

§ 5757 General considerations

FLETCHER CYCLOPEDIA CORPORATIONS

xvi



§ 5758 Matters considered in other chapters
§ 5759 What constitutes a majority
§ 5760 Statutory, charter and bylaw provisions—In

general
§ 5760.10 —Greater voting requirements
§ 5761 —Power of legislature to authorize acts by

majority or certain percent of stock
§ 5762 Forms of majority holdings—In general
§ 5763 —One person as majority shareholder
§ 5764 —Control by shareholders of another

corporation
§ 5765 —Control by combination of shareholders
§ 5766 —Control by another corporation
§ 5767 —Holding companies
§ 5768 Agreements governing control of corporation
§ 5769 Necessity for consent to corporate acts
§ 5770 Consent of all shareholders as affecting ultra

vires
§ 5771 Title to corporate property
§ 5772 Acquisition of new issue of stock
§ 5773 Actions on behalf of corporation
§ 5774 Amendment to the articles of incorporation—

Overview
§ 5775 —Charter or statutory provisions
§ 5776 —As dependent on whether amendment is

fundamental or fair
§ 5776.10 — —Changes considered fundamental
§ 5776.15 — —Changes considered nonfundamental
§ 5776.20 —Fairness of changes
§ 5777 Assessment of fully paid stock
§ 5778 Assignment for benefit of creditors
§ 5779 Bylaws
§ 5780 Consolidation or merger of corporation
§ 5781 Contracts in general
§ 5781.10 —Standard on review
§ 5781.15 — —Contracts between corporation and

another corporation that it controls
§ 5781.20 — —Contracts between corporations with

same majority shareholders
§ 5782 — —Contracts between corporation and

corporate officer
§ 5782.10 — —Contracts between corporation and

majority shareholder, officer or agent

TABLE OF CONTENTS

xvii



§ 5783 Control and management of corporation in
general

§ 5784 Dispensing with payment in full for stock
§ 5785 Distribution of corporate assets among

majority shareholders
§ 5786 Dissolution of corporation
§ 5787 Dividend declaration
§ 5788 Extension of corporate existence
§ 5789 Gifts or donations of corporate property
§ 5790 Impairment of contract rights of other

shareholders
§ 5791 Lease of all of the corporate property
§ 5791.10 —Statutory authority
§§ 5792 to 5794 [Reserved]
§ 5795 Ratification of acts
§§ 5796 to 5804 [Reserved]
§ 5805 Sale of controlling shares
§ 5805.10 —Recognition of premium for controlling stock
§ 5805.20 —Duty to question motive of purchaser
§ 5805.30 —Under securities laws
§ 5806 Transfers of corporate property in general
§ 5807 Use of corporate property
§ 5808 Voting at shareholders’ meeting
§ 5809 Waiver of corporate claims
§ 5810 Duties of majority shareholders—In general
§ 5811 —Fiduciary obligation of dominant or

majority shareholders
§ 5811.05 — —Close corporations
§ 5811.10 — —Burden of persuasion
§ 5811.20 — —Tests of fairness
§ 5811.40 — —Parent-subsidiary relations
§ 5811.50 — —Non-majority shareholder as controlling

shareholder
§ 5812 Liabilities of majority shareholders

D. RIGHTS, REMEDIES, AND DEFENSES OF
OR AGAINST MINORITY SHAREHOLDERS

1. In General
§ 5813 General considerations
§ 5814 Statutory and charter provisions
§ 5815 Immateriality of class of actor or actors
§ 5816 Injury as condition precedent to right to relief

FLETCHER CYCLOPEDIA CORPORATIONS

xviii



§ 5817 Subsequent shareholders
§ 5818 Right of minority to information
§ 5819 Attack on watered or fictitiously paid up stock
§ 5820 Liability to corporation for conspiracy
§ 5820.10 Oppressed shareholders
§ 5820.11 —Oppressive conduct defined

2. Particular Acts That Minority
Shareholders May Attack

§ 5821 Discretionary acts—General rules
§ 5821.10 —Application of general rules
§ 5822 —Discretion in bringing action by corporation
§ 5823 Ultra vires or illegal acts—General rules
§ 5823.10 —Application of rules
§ 5824 —Amendment of the articles of incorporation
§ 5825 —Creation of monopoly
§ 5826 —Doing business outside scope of charter
§ 5827 —Increase or reduction of stock
§ 5828 —Transfers of property
§ 5829 Fraudulent, unfair or wrongful acts—General

rules
§ 5830 —Bonds and mortgages of corporation
§ 5831 —Collusive judgments
§ 5832 —Conversion, misappropriation or diversion

of assets
§ 5833 —Dealings between corporation and corporate

officers in general
§ 5834 —Dealings between corporation and majority

shareholders in general
§ 5835 —Dealings between corporations having, in

part, same shareholders or officers
§ 5836 —Dissolution or winding up of corporation
§ 5837 —Adequacy of consideration
§ 5837.10 — —Exorbitant consideration
§ 5837.20 — —Inadequate consideration
§ 5838 —Failure to redeem from judicial sale
§ 5839 —Fraudulent rescission or breach of contract
§ 5840 —Issuance, retirement, increase or transfer of

stock
§ 5841 —Mismanagement in general
§ 5842 —Operation or control of corporation for

benefit of another corporation
§ 5843 —Refusal to call shareholders’ meeting

TABLE OF CONTENTS

xix



§ 5844 —Refusal to make calls on unpaid
subscriptions

§ 5845 —Sale or exchange of shares of stock
§ 5846 —Secret profits
§ 5847 —Transfer or lease of all of corporate property
§ 5848 —Voting to ratify contract in which majority

shareholder is interested
§ 5849 Irregular acts that might be done legally, or

that are subject to ratification, by majority
shareholders

§ 5850 Wrongful acts of third persons or other
corporations—In general

§ 5851 —Taking or use of corporate property
§ 5852 —Acts of public officers

3. Intervention by Minority Shareholders
Other Than in Shareholders’ Suits

§ 5853 Right to intervene—In general
§ 5853.10 —Intervention of right under Rule 24(a) of

Federal Rules of Civil Procedure
§ 5853.20 — —Antitrust actions
§ 5853.30 — —Securities actions
§ 5854 —In foreclosure; insolvency and bankruptcy

proceedings; seizures; property disputes
§ 5855 Request to corporation as condition precedent
§ 5856 Procedure connected with application
§ 5857 Defenses that can be interposed
§ 5858 Setting aside compromise, dismissal or

judgment

4. Defenses and Counterclaims Against
Minority Shareholders

§ 5859 General rules
§ 5860 Another action pending
§ 5861 Collusion
§ 5862 Consent, acquiescence or participation of

suing shareholders—General rule
§ 5863 —Silence
§ 5864 —Knowledge
§ 5865 —Particular objection as waiving others
§ 5866 Consent or acquiescence of prior holder of

stock
§ 5867 Discretion of corporate officers

FLETCHER CYCLOPEDIA CORPORATIONS

xx



§ 5868 Estoppel in general
§ 5869 Estoppel of corporation
§ 5870 Failure to comply with conditions precedent to

actions
§ 5871 Funds for litigation supplied by rival company
§ 5872 Illegality of corporation
§ 5873 Insolvency, receivership, etc., of corporation
§ 5874 Laches—General rules
§ 5875 —What constitutes
§ 5875.10 —Relationship to statutes of limitations
§ 5876 —Knowledge
§ 5877 Motive—General rules
§ 5878 —Purchase of stock for purpose of suing
§ 5879 —Action brought for benefit of rival company
§ 5880 Nonexistence, or suspension of rights, of

corporation
§ 5881 Payment of attorney’s fees by corporation
§ 5882 Ratification of act by majority of shareholders
§ 5883 Refusal to accept appraisal and value of stock
§ 5884 Release of liability
§ 5885 Small size of plaintiffs’ holdings
§ 5886 Statute of limitations
§ 5886.10 —In federal actions
§ 5887 Unclean hands
§ 5888 Lack of capacity to sue
§ 5889 Counterclaims

5. Remedies of Minority Shareholders—
Appraisal Rights

§§ 5890 to 5905 [Reserved]

§ 5906 Appraisal rights of shareholders—Scope of
subdivision

§ 5906.10 —In general
§ 5906.20 Corporate changes entitling shareholders to

appraisal remedy
§ 5906.30 Statutory appraisal as exclusive
§ 5906.40 Which shareholders entitled to appraisal

rights
§ 5906.50 Abandonment of appraisal-triggering act
§ 5906.60 Withdrawal of demand for payment
§ 5906.70 Procedure
§ 5906.75 —Time limits

TABLE OF CONTENTS

xxi



§ 5906.80 —Appraisers
§ 5906.90 Waiver, laches, limitation of action
§ 5906.100 Payment priorities between shareholders and

creditors
§ 5906.110 Payment; election to demand payment
§ 5906.120 Valuation of shares—In general
§ 5906.130 —Market value
§ 5906.140 —Net asset value
§ 5906.150 —Investment value
§ 5906.160 Costs
§ 5906.170 Interest

XXXII. DIRECT ACTIONS BY SHAREHOLDERS
DISTINGUISHED FROM
SHAREHOLDERS’ DERIVATIVE
ACTIONS

§ 5907 Scope of subdivision
§ 5908 Derivative actions distinguished from

individual and nonderivative class actions
§ 5909 Right to sue corporation as individual
§ 5910 Effect of ownership of all the stock or a

controlling interest
§ 5911 General rules as to whether individual or

derivative—In general
§ 5911.50 —Close corporations
§ 5912 —As dependent on pleadings
§ 5913 —Depreciation of value of stock
§ 5914 —Effect of intent to injure shareholder
§ 5915 Enumeration and illustrations of individual

causes of action—In general
§ 5915.10 —Enjoining threatened ultra vires acts
§ 5915.20 —Dissolution
§ 5916 —Personal contracts
§ 5917 —Incidental contract rights
§ 5918 —Money advanced for corporate use
§ 5919 —Nuisance
§ 5920 —Shareholder creditors and guarantors
§ 5921 —Wrongs both to shareholder as individual

and to corporation
§ 5922 —Dividends
§ 5923 Enumeration and illustrations of derivative

causes of action—In general

FLETCHER CYCLOPEDIA CORPORATIONS

xxii



§ 5923.10 —To compel payment of dividends
§ 5923.20 —Federal securities law violations
§ 5923.30 —Breach of fiduciary duty
§ 5924 —Mismanagement, misappropriation or

corporate waste—By corporate officers or
majority shareholders

§ 5924.10 — —By fifty percent shareholders
§ 5925 —Statutory cause of action against corporate

officers
§ 5926 [Reserved]
§ 5927 Enumeration and illustrations of derivative

causes of action—Corporate contracts
§ 5928 —To recover for consummated ultra vires acts
§ 5929 —Antitrust violations
§ 5929.10 —Civil rights violations
§ 5929.20 —Illegal payment of corporate funds and

political donations
§ 5930 —Setting aside bylaws
§ 5931 Action at law or in equity
§ 5932 Demand on corporation to sue in individual

actions
§ 5933 Bringing of shareholders’ derivative action as

bar
§ 5934 Right of corporation to sue on shareholder’s

cause of action
§ 5935 Laches as defense
§ 5936 Parties to action
§ 5936.10 —Who may maintain nonderivative action
§ 5937 Pleading
§ 5938 Costs

TABLE OF CONTENTS

xxiii


