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137 So. 3d 686 (La. Ct. App. 2014)

Tedeton v. Tedeton

Kirk Tedeton and his father, Clayton Tedeton, incorporated Tedco
Inc. on March 15, 1982. Tedco eventually sold soap products
called Miracle II, the formula of which Clayton believed was
divinely revealed to him in 1981. Upon this revelation and for
some time after Tedco’s incorporation, Clayton and his family,
including Kirk, produced but did not sell the soap products.
Clayton and Kirk were listed as the incorporators, registered

agents, and initial directors of Tedco. Neither the articles of
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incorporation nor any other formative corporate documents
identified the initial shareholders of the corporation.

For most of Tedco’s active years, Clayton promoted the soap
products in his outreach ministry. Kirk and his wife, Sue,
managed the day-to-day affairs of Tedco and manufactured the
soap products. The earliest tax return for Tedco was in 1993; from
1993—1995, Kirk filed the tax returns for Tedco. On those tax
forms, he indicated that no person owned more than 50 percent of
Tedco.

In 2007, Clayton died, and a dispute regarding ownership of
Tedco arose between Kirk and his mother, Patsy, and sisters,
Deborah Davis and Pamela Savage. Kirk’s mother and sisters
claimed that Clayton owned all the shares of Tedco at his death;
therefore, they were entitled to a portion of those shares as
Clayton’s heirs. Kirk brought an action for a declaratory
Jjudgment against his mother and sisters, arguing he was the only
shareholder of Tedco at the time of Clayton’s death. The trial
court held that Kirk and Clayton were 50—50 W
owners. Kirk appealed to the Louisiana Court —
of Appeals. His mother and sisters also argued on appeal that Kirk
could not have been a Tedco shareholder, as he did not pay proper
consideration for the shares under Louisiana corporation law.

Caraway, Judge
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Section 52 of the Louisiana corporation law is entitled “Issuance
of shares; consideration.” La. R.S. 12:52. Relevant to this dispute,
Section 52 provides that (1) the consideration for no-par
value shares of the corporation may be initially fixed by the
incorporators; (2) the consideration for issued shares may be paid
in corporeal or incorporeal property or services actually rendered
to the corporation, see La. R.S. 12:52(C); and (3) the directors’
valuation placed upon the consideration for shares, other than
cash consideration, shall be conclusive, see La. R.S. 12:52(D).

The trial court placed emphasis on the fact that both Clayton
and Kirk were listed as incorporators in 1982. They were also
listed as directors in the corporation’s initial report. While there
was no formal fixing of the value of the corporate shares or the
issuance of stock certificates at the time, the trial court could
consider the evidence of the contributions into the corporation
at the inception of the corporate business activity. That evidence,
circumstantial and otherwise, reveals that both Clayton and Kirk
contributed in the commencement of the affairs of the business
enterprise.

La. R.S. 12:52 provides that “incorporeal property” may serve
as consideration for shares in corporations. La. R.S. 12:52(C). The
formula for Miracle II is an incorporeal movable. The parties
stipulated that Clayton transferred any and all his interest in
the formula to Tedco. Therefore, it was reasonable for the trial

court to conclude this transfer to Tedco was made in exchange

for an ownership stake in the corporation that was created to
sell Miracle II products. Therefore, Clayton contributed adequate
consideration in exchange for shares in Tedco. He also received
financial benefits from Tedco from the sale of the Miracle II
product through the years. The trial court was not clearly wrong
in determining that Clayton owned a portion of the corporation
from the beginning of the business.

Whether Kirk provided adequate consideration in exchange
for shares in Tedco may be less apparent, but nevertheless,
the record supports the trial court’s factual finding that Kirk
contributed initial consideration for shares. Both Kirk and his
wife, Sue, testified that they worked in the preparation of the
Miracle II product in the early 1980s. Yet, during that time,
the business of the corporation was not clear. However, one
reasonable view of the business presented in the testimony
was that beginning in 1988 and thereafter, the commercial
manufacturing of Miracle II by Tedco for profit began in earnest.
At that time, Clayton had lost everything from the financial
difficulties of his prior businesses. He separated from his wife
and began to reside on Kirk’s property in a building that began to
serve as Tedco’s office and place of manufacture of the product.
When Tedco’s corporate business is viewed as having commenced
at that time, Kirk’s contribution of the facility for manufacturing

and his commitment to the management of the operations
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of the manufacturing process may also represent an adequate
consideration for an ownership position in the corporation.

We view Kirk’s commitment in 1988 to make Tedco a success
as a contract for services and an incorporeal that may be
transferred to the corporation in exchange for shares. A person
may contribute incorporeal property to a corporation in exchange
for shares. La. R.S. 12:52(C). Rights, obligations, and actions that
apply to a movable thing are incorporeal movables. La. C.C.
art. 473. When a person pledges his services to a corporation
in exchange for shares, he is obligating himself to perform—
specifically, to do something for the corporation.

However, we also recognize that La. R.S. 12:52(C) provides that
a corporation may issue shares for “services actually rendered
to the corporation.” Some Louisiana appellate courts have
interpreted the language in La. R.S. 12:52(C) referring to services
“actually rendered” to exclude promises to provide future services
to the corporation. Nevertheless, subsequent cases examining this
rule hold that although a person had not already performed actual
services, the subsequent rendering of those services validated the
issuance of the shares.

Therefore, Kirk’s promise to make Tedco a successful business
along with his contribution of his house as a manufacturing
and office building may act as consideration for an ownership
interest in Tedco. No dilution of the existing corporate ownership

occurred, as Kirk’s and Clayton’s contributions to Tedco occurred
together at the initiation of the commercial venture.

We therefore find that the trial court’s determination of the
father’s and son’s corporate ownership of Tedco is based upon
a reasonable view of the evidence and not clearly wrong. That
ruling likewise does not violate the principles of Section 52 of the
Louisiana corporation law. Clayton and Kirk as incorporators can
be viewed from the circumstantial evidence of their relationship
as having fixed the value of the consideration of the shares
in Tedco and as having paid in that value capitalizing Tedco
with corporeal and incorporeal properties they committed to
the corporation. In a closely held corporation with complete
acquiescence to informal management of the corporation
between the shareholders, we find that a determination of equal

ownership under the facts of this case is not manifestly erroneous.

Judgment affirmed in favor of Patsy Tedeton, Deborah Davis
and Pamela Savage.
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Accounting for Consideration Received The
consideration received by a corporation for its equity

securities appears in the equity or capital accounts in




