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Opinion delivered March 24, 1930.

PRINCIPAL AND AGENT-—AUTHORITY OF TRAVELING SALESMAN.—In
the absence of special authority, the authority of a traveling
salesman is I'mited to receiving and transmitting orders.
CORPORATIONS—FORBRIGN CORPORATION DOING BUSINESS IN STATE.—
A foreign corporation will not be held to be “doing business”
within the State unless the business transacted is of such nature
and character as to warrant the inference that the corporation
has subjected itself to the local jurisdiction and that the trans-
actfons were intrastate in character.

COMMERCE—FAILURE TO COMPLY WITH LOCAL LAWS.—Transactions
whereby a local drug store purchased drugs from a foreign cor-
poration carrying on a wholesale drug business by means of
orders transmitted by traveling salesmen to-the corporation in
another State weére interstate transactions, and their legality as
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o-jects of interstate commerce was not affected by the fact that

the corporation had not complied with local laws.
4. CORPORATIONS—FOREIGN CORPORATION DOING BUSINESS IN STATE.—
A foreign corporation has a right to take a mortgage and to fore-
close it for the purpose of collecting its account resulting from
interstate commerce, without complying with the laws of the
State regulating the admission of foreign corporations for the
purpose of doing business within the State.
CORPORATIONS—FOREIGN CORPORATION DOING BUSINESS IN STATE.—
Where a foreign corporation engaged in the wholesale drug bus-
iness purchased the stock of drugs of a local drug store at a
bankrupt sale and cont:nued the business between ten days and
two months merely until it could sell the stock, this did not amount
to “doing business” within the State requiring compliance with
local laws.

Qr

Appeal from Arkansas Chancery Court, Northern

District; Harvey R. Lucas, Chancellor; affirmed.
STATEMENT OF FACTS.

Appellee brought this suit in equity against appel-
lants to foreclose a mortgage on real estate. Appellee,
‘Hessig-Ellis Drug Company, is a corporation organized
under the laws of the State of Tennessee, and engaged
in the wholesale drug business in the city of Memphis
in that State. Webb & Son was a corporation engaged in
the retail drug business in. Stuttgart, Arkansas. Ap-
pellee sold Webb & Son drugs for about twenty years;
and the latter became indebted.to it for drugs in a con-
siderable sum. The drugs were shipped on orders. Some
of these orders were mailed from Stuttgart, and some
of them were orders taken by traveling salesmen of ap-
pellee. A mortgage was given by Webb & Son to ap-
pellee on real estate in the city of Stuttgart to secure
the indebtedness. This mortgage was subject to a prior
mortgage, which had been given by Webb & Son to Dr.
C. W. Strait in the sum of $5,000. Appelleec made ar-
rangements with Dr. Strait to foreclose his mortgage.
Appellee then entered into a contract with Addie B.
Sillin, who also had a claim against Webh & Son, to sell
her the mortgaged property. It was the intention of
appellee to buy in the property at the foreclosure sale of
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Dr. Strait, and thus secure a perfect title which it could
convey to Mrs. Sillin. '

Subsequently, Webb & Son was adjudicated a bank-
rupt, and its stock of goods was purchased at the bank-
rupt sale by appellee, which proceeded to continue to
operate it as a retail drug store for a space of time be:
tween ten days and two months. ' Its object in operating
it was to preserve its character as a retail drug store,
and thereby secure a purchaser for it. Appellee never
intended to operate a retail drug store in the city of
Stuttgart. Later, it sold the drug store to a third party.

Appellee purchased the mortgaged real estate at the
foreclosure sale and conveyed it by deed to Addie B.
Sillin pursuant to its contract with her. To secure the
purchase price, Mrs. Sillin executed a first mortgage to
Dr. Strait and a second mortgage to appellee. Having
failed to pay the indebtedness, appellee brought this suif,
in equity to foreclose its mortgage for the nonpayment
of the mortgage indebtedness.

The only defense to the action is that appellee is a
foreign corporation which had not complied with our
statute anthorizing such corvporations to do business in
the State of Arkansas, and for that reason was not
entitled to maintain the action.

Such other facts as mayv be necessary to a deter-
mination of the issues raised by the appeal will be stated
in the opinion.

The decision of the chancery court was in favor of
appellée, and the case is here on appeal.

Joseph Movrison and M. I'. Elms, for appellants.

W. A. Leach, for appellee.

Harr, C. J., (after stating the facts). Counsel for
appellants contend that appellee is a foreign corpora-
tion, and is not entitled to maintain this suit, because it
has not complied with the statutory requirements relat-
ing to the right of foreign corporations to do business
in the State of Arkansas. On the other hand, counsel
tor appellee contend that the transaction here involved
does not constitute doing business within the State of
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Arkansas by a foreign corporation within the meaning
of our statute. The record shows that appellee was en-
gaged in the wholesale drug business at Memphis, Ten-
nessee, and Webb & Son, a retail drug store at Stuttgart,
Arkansas, purchased drugs from it during a period of
twenty years, and became indebted to it in a consider-
able sum. The drugs sold by appellee to Webb & Son
were shipped on orders sent in by Webb & Son or by
traveling salesmen who secured the orders at Stuttgart,
Arkansas, and sent them to appellee at its place of
business in Memphis, Tennessee. '

\ In the first place, it may be said that no effort was

" made to show that the traveling salesmen had any special
authority from his principal, and his authority was
limited to receiving and transmitting orders. Mark-
stewn Brothers Millinery Co. v. J. A. White £ Co., 151
Ark. 1,235 S. W. 39. All orders were sent in by Webb
& Son from Stuttgart, Arkausas, to appellee’s place of
business at Memphis, Tennessee.

Under these circumstances, appellee cannot he said
to have come into the State in the sense of transacting
its own business here. The general rule deducible from
our decisions and from those of the Supreme Court of
the United States is that the business transacted must
be of such nature and character as to warrant the infer-
ence that the corporation has subjected itself to the local
jurisdiction, and that the transactions were intrastate
in character. Hence it is insisted that, since appellee is
a foreign corporation and has never complied with the
laws of this State so as to authovize it to do business
here, it has no standing in court and should he denied
relief. We are of the opinion that all of the transac-
tions between the parties were interstate, and that their
legality as objects of interstate commerce was mnot
affected by the fact that appellee has not complied with
the laws of this State. Rose City Bottling Works v.
Godchauw Sugars, 151 Ark. 269, 236 S. W. 825; L. D.
Powell Co. v. Rountree, 1537 Ark. 121, 247 S. 'W. 389;
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30 A. L. R. 414; Linograph Co. v. Logan, 175 Ark. 192, 299
8. W. 609; and People’s Tobacco Co. V. American
Tobacco Co., 246 U. S. 79, 38 S. Ct. 233.

In a case-note in 60 A. L. R. at page 996, the rule
is stated as follows: ‘“The soliciting of orders for goods
within a State by the agent of a foreign corporation and -
the shipment of goods pursuant to such orders by the
corporation from another State to the purchasers do
not constitute doing business within the State, so as to
subject the corporation or its agent to a local statute
prescribing conditions of doing business within the
State; since such transactions are in interstate com-
merce, and are not subject to regulation by the State.”’

Among the numerous cases cited in support of the
rule is Coblentz & Logsdon v. L. D. Powell Co., 148 Ark.
151, 229 S. W. 25.-

These authorities also sustain the principle of law
that a foreign corporation has a right to take a mort-
gage, and to foreclose it for the purpose of collecting its
account resulting from interstate commerce without
complying with the laws of the State regulating the ad-
mission of foreign corporations for the purpose of doing
business within the State. The underlying prineiple is
that, if the indebtedness was incurred in transactions
growing out of interstate commerce, the foreign cor-
poration could come into the State and collect its debts,
and that such act would not amount to doing business in
the State. Appellee purchased the stock of drugs of
Webb & Son at the bankrupt sale, and continued the
business for a space of time between ten days and two
months, until it could sell the same. Appellee never
intended to engage in the retail drug business in the
State of Arkansas, and the fact that it kept the store
open selling at retail until it could dispose of the whole
stock was a mere incident to the collection of its debt,
and did not amount to doing business within the pro-
visions of the statute in regard to foreign corporations
It is perfectly obvious that, if it had closed the store up,
it could not have sold it to as much advantage as if it



had kept the store open, and thereby kept it -as a going
concern. Only in this way could it have fully preserved
-the good will of the business, which frequently adds
materially to its value. .

Again, the record shows that appellee purchased at
two different places in the State of Arkansas a stock of
drugs for the purpose of collecting its debt against a
retail drug store. In each instance, it only operated the
drug store until it could dispose of the stock of drugs
and thereby collect its debt. This, as we have already

- seen, was a mere incident to the collection of the debt,
and did not constitute doing business within the State.
In each of the instances cited above the buying in of the
stock of drugs by appellee was for the purpose of collect-
ing an account resulting from an interstate transaction,
. and the practice complained of did not involve doing
business in the State which would subject appellee to
the regulation of the State concerning foreign corpora-
tions. This court has expressly held that our statute
prohibiting foreign corporations from doing business in
this State without complying with its terms does not
prohibit such corporations from taking a note or moit-
gage to secure a past due indebtedness for goods sold
in interstate commerce. Simmons-Burks Clothing Co. v.
Linton, 90 Ark. 73, 117 S. W. 775; and Linograph Co. v.
Logan, 175 Ark. 194, 299 S. W. 609.

We find no reversible error in the record, and the
decree will therefore be affirmed.



