SUPREME COURT OF GEORGIA

Barton v. Barton

281 Ga. 565 (2007) - No. S06F2159; S06X2160 - Decided January 8, 2007

SUMMARY

The Georgia Supreme Court held that, in valuing a closely held corporation for equitable division of

marital property, a court is not bound by the buy-sell price in a shareholder agreement that was not

signed by the non-shareholder spouse. The court affirmed the property division based on the stock's

fair market value and dismissed the wife's cross-appeal regarding alimony.
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1. Whether, in valuing stock of a closely held corporation for purposes of dividing marital property in a
divorce, the court is bound by the value specified in a buy-sell provision of a shareholder agreement that
was not signed by the non-shareholder spouse.

2. Whether the superior court erred in adopting the arbitrator's division of marital property based on a fair-

market valuation of the stock.

3. Whether wife's cross-appeal concerning alimony remained at issue after she withdrew it.

HOLDINGS

1. A court valuing an ownership interest in a closely held corporation for equitable division of marital
property is not bound by the price specified in a buy-sell agreement that was not signed by the non-
shareholder spouse. The agreement price may be considered along with other factors in determining

value.

2. The arbitrator properly valued husband's Triad stock at $508,000 rather than being bound by the
$342,200 formula price, and the division of marital property was affirmed.

KEY QUOTATIONS

“The short answer is “no.”” (281 Ga. at 565)

“However, a “clear majority of courts hold that the value established in the buy-sell agreement of a closely-
held corporation, not signed by the non-shareholder spouse, is not binding on the non-shareholder spouse but

is considered, along with other factors, in valuing the interest of the shareholder spouse.”” (281 Ga. at 565)

“The rationale for the majority rule is simple — the buy-sell price in a closely-held corporation can be

manipulated and does not necessarily reflect true market value.” (281 Ga. at 565-566)

FACTUAL BACKGROUND

The parties had been married for 29 years when wife sued husband for divorce. Husband owned one-half of the
stock of Triad Specialities, Inc., a closely held corporation, and the stock was subject to a buy-sell provision
establishing a formula price of $342,200 upon specified triggering events. The arbitrator instead determined that

the stock's fair market value was $508,000 and used that valuation in dividing the marital property.

PROCEDURAL HISTORY

After wife filed for divorce seeking equitable division of property and alimony, the matter was referred to an
arbitrator. The arbitrator divided the marital assets without awarding alimony, and the superior court adopted the
award. Husband appealed the valuation and division of his closely held corporate stock, while wife cross-
appealed the denial of alimony; she later expressly withdrew her cross-appeal.

DISPOSITION
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