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L.D. 361

DATE:3'02 §-0X (Filing No. H-{() 2D |

JUDICIARY

Reproduced and distributed under the direction of the Clerk of
the House.

STATE OF MAINE
HOUSE OF REPRESENTATIVES
120TH LEGISLATURE
SECOND REGULAR SESSION

COMMITTEE AMENDMENT "%Q" to H.P, 283, L.D. 361, Bill, "An
Act to Adopt the Model Business Corporation Act in Maine"

Amend the bill by striking out everything after the enacting
clause and before the summary and inserting in its place the
following:

'PART A
Sec. A-1. 13-A MRSA, as amended, is repealed.
Sec. A-2. 13-C MRSA is enacted to read:
TITLE 13-
MAINE INESS C RATI Al
CHAPTER 1
GENERAL PROVISIONS -
SUBCHAPTER 1
GENERAL PROVISIONS

101 hor itl

This Act may be known and cited as the '"Maine Business
Corporation Act,”
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COMMITTEE AMENDMENT "} '" to H.P. 283, L.D. 361

§102. Definitions

As used in this Act, unless the context otherwise indicates,
the following terms have the following meanings,

1, Articles of incorporation. "Articles of incorporation'
means th riginal or restated article f incorporation an 11

amendments thereto. "Articles of incorporation' includes
articles of merger, articles of consolidation, articles of
domestication, articles of conversion, a certificate of
incorporation and what has previously been designated as
"articles of agreement'" for a corporation and certificate of
organization, "Articles of incorporation' also includes special
acts of the Legislature chartering corporation hat ¢

rganiz nder neral If an nt file nder this
Act restates the articles of incorporation in their entirety., the
articles do not include any prior documents.

2. Authorized shares. "Authorized shares'" means the shares
of all classes that a domestic or foreign corporation is
authorized to issue.

nspi u. "Conspi " mean wri n
r nabl rson in whom the writing i r hou
have noticed it. Words that are printed in italics or boldface or
contrasting color or typed in capitals or underlined are

nspicuous,

roni ransmigsion
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COMMITTEE AMENDMENT "/%; to H.P. 283, L.D. 361

8. Effective date of notice. "Effective date of notice"
has the meaning set forth in section 103,

9. Electromic transmission; electronically transmitted.
"Electronic transmission" or "electronically transmitted" means
any process of communication not directly involving the physical
transfer of paper that is suitable for the retention, retrieval
and reproduction of information by the recipient,

10. Employee. "Employee'" includes an officer of a domestic
or foreign corporation but does not include a director. A
director may accept duties that make that director also an
employee.

11. Entity. "Entity" _includes a_ domestic or foreign

business corporation; a domestic or foreign nonprofit
corporation; an estate: a partnership: a trust; 2 or more persons

having a joint or common economic interest: a domestic or foreign
unincorporated entity: a state; the United States: and a foreign
government,

12. Filing entity. "Filing entity'" means an unincorporated
entity that is created by filing a public organig document,

13. Foreign corporation; foreign business corporation.
"Foreign corporation" or '"foreign business corporation' means a
corporation incorporated for profit under a law other than the
law f hi woul sin rporation if
incorpora under the law £ thi a

14. Foreign nonprofit corporation, "Foreign nonprofit

rporation' mean rporation incorpor nder law her

than the law of this State that would be a nonprofit corporation
if incorporated under the laws of this State,

15 Forei unin r d enti "Foreign unincorpor
entity" means an unincorporated entity whose internal affairs are
vern n rgani law jurisdiction her than thi

State.
16. Governmental subdivision. "Governmental subdivision"
incl an hori n istri nd municipalij
17 Inclu "Includes" n rtial finition
Indivi 1 "Indivi 1" mean r
" ivi 1" in f an incom
individual

Page 3-LR1981(2)

COMMITTEE AMENDMENT



$°

10

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

COMMITTEE AMENDMENT "/}h to H.P. 283, L.D. 361

19. Interests in an unincorporated entity. "Interests in
an unincorporated entity' means:

A. A right to receive distributions from an unincorporated

entity either in the ordinary course or upon liguidation,

in ing a n signee: or

B. A right to vote on issues involving the internal affairs
of an unincorporated entity, other than as_ an agent,
assignee, proxy or person responsible for managing the
business and affairs of the unincorporated entity.

20. Means. '"Means'" denotes an exhaustive definition,

21 M rshi "Membership" mean he righ £ mber
in a domestic or foreign nonprofit corporation,

22, Nonfiling entity. "Nonfiling entity" means an
unincorporated entity that is not created by filing a public

rgani ument.

23. Nonprofit corporation: domestic nonprofit corporation.

"Nonprofit corporation" or "dom ic nonprofi rporation" mean
2 corporation incorporated under the laws of this State and
subject to the provisions of the Maine Nonprofit Corporation Act.

24, Notice. "Notice' has the meaning set forth in section

2 T i n "QOrgani nt'" mean 1i

26, Organic law. "QOrganic law" means the statute governing
the internal affairs of a domestic or foreign businegs or
nonprofit gg:pgra;igg or unincorporated entity.

A 1 r n £ rson'
harehol m r or i hol : or
B. B h rticl f incorporation law r an organi
n r i n r w
rizin rticl f incorporation law r n
rgani mak n ifi h
member r inter holder iabl n i
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COMMITTEE AMENDMENT ";%" to H.P. 283, L.D. 361

shareholders, members or interest holders for all or

specified debts, obligations or liabilities of the entity,

28. Person. "Person" includes an individual and an entity.

29, Principal office, "Principal office'” means the office
so_designated in the annual report where the principal executive
offices of a domestic or foreign corporation are located.

30. Private organic document. "Private organic document'

mean ny d n her than the public organic d n if

any, that determines the intermnal governance of an unincorporated

nti When a rivate rgani ument h been en r

restated, ‘'private organic document" means the private organic

ent as las ended or restated.

31, Public_organic document. "Publig organic document"
means the document, if any, that is filed as a public record to

reate an unincorporated i When 1i rgani n

criminal, administrative and investigatory action,

Recor ate "Recor "m s the date lishe
nder h r r 17 n _which rporation rmin h
identity of its shareholders and their shareholdings for purposes
hi h mi i m
in he r r nl her time £ i
specified when the record date is fixed.
4 hareholder "Shareholder" m in wh

n har re regi r in the r rporation h
beneficial owner of shares to the extent of the rights granted by
a nominee certificate on file with a corporation,

manual, facsimile, conformed or electronic signature,
7 " " when referrin i
in r mmonwealth an i nci n
r ntal ivision n rri i 1
ni n j nci n
subdivisions,
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COMMITTEE AMENDMENT ";}" to H.P. 283, L.D. 361

38. Subscriber. "Subscriber' means a person who subscribes
for shares in a corporation, whether before or after
incorporation.

39. Unincorporated entity. "Unincorporated entity" means
an organjization or artificial legal person that either has a
separate legal existence or has the power to acquire an estate in
real property in its own name and that is not any of the
following: a domestic or foreign business or nonprofit
corporation; an estate; a trust:; a state: the United States: or a
foreign government., “"Unincorporated entity" includes, but is not
limited to, a general partnership, limited 1liability company,
limited partnership, business trust, joint stock association and

40. United States. "United States" includes a_district,

authority, bureau, commission, department and any other agency of
h ni .

41 Votin rou "Votin r " n 1 har f one
or more classes or series that under the articles of
incorporation or this Act are entitled to vote and be counted
together collectively on a matter at a meeting of shareholders.
All shares entitled by the articles of incorporation or this Act

to vote generally on a matter are for that purpose a single

42 Voti r "Votin wer" rren w

Wri n noti r iX 1 r noti r n

Notice under this Act must be in writing unless oral notice is

r nabl nder h i n i roni

Wri i jon: i Wrj
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COMMITTEE AMENDMENT '/}" to H.P. 283, L.D. 361

A. Upon deposit in the United States mail, if mailed
postpaid and correctly addressed to the shareholder's

address _shown in the corporation's current regcord of
shareholders: or

B. When electronically transmitted to the shareholder in a
manner authorized by the shareholder.

4. Written notice to corporation; when effective, Written
notice to a domestic or foreign corporation authorized to
transact business in this State may be addressed to its clerk or
registered agent at its registered office or to the corporation
at its principal office shown in its most recent annual report

r in th case £ foreign corporation th h no
delivered an annual report, in its application for a certificate
of authority pursuant to section 130. Except as provided in
subsection 3, written notice, if in a comprehensible form, is
effective at the earliest of the following:

A, When received by the addressee;

B Fi ays after its it in the United a mail
if mailed postpaid and correctly addressed: or

Th e hown n r rn _recei if n
register r rtifi mail, r rn r i r n
he r ipt i i r on behalf of th ress

5., Oral notice; when effective. Oral notice is effective

when uni if mmuni in mprehensible manner

6. Specific notice requirements govern. If this Act
prescribes notice _requirements for particular circumstances,
those reguirements govern, If articles of incorporation or bylaws
prescribe notice requirements not inconsistent with this section

(o gl o]
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COMMITTEE AMENDMENT '4/ " to H.P. 283, L.D. 361

1. Identified as one shareholder. For purposes of this

Act, the following identified as a shareholder in a corporation's
current record of shareholders constitutes one shareholder:

A. Three or fewer co-owners:
B. A_corporation, partnership, trust, estate or other

entity: and

C. The trustees, guardians, custodians or other fiduciaries

of a single trust, estate, or account.

2. Registered in substantially similar names. For purposes
of this Act, shareholdings registered in substantially similar
names constitute one shareholder if it is reasonable to believe

that the names represent the same person,

1 Reservation of r
The Legislature of thigs State has the power to amend or
repeal all or rt of this A n im n 11 dom d¢c an
foreign corporations subject to this Act are governed by the
n n rr 1
SUBCHAPTER 2
FILIN

121 Filing r ir n

To be entitled to filing with the office of the Secretary of

do nt m i he following r iremen n h
requirements of any other section of this Act,
1, Filing in office of Secretary of State, Filipg of the
nt in offi f th r m mi r
T i hi
2. Information., The document must contain the information
r i hi :

Form: £ T n wri n
rin r, if el nical ransmi i in form
h retri x i wri i

form,
4 E ish Th nt m i h ish
n X :
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COMMITTEE AMENDMENT ";}" to H.P. 283, L.D. 361

A. A corporate name need not be in English if written using
the Roman alphabet or Arabic or Roman numerals: and

B. The certificate of existence required of foreign
corporations under section 130 need not be in English if
accompanied by a reasonably authenticated Engligh
translation.

- Executed. The document must be execu nd date

A, By the chair of the board of directors of a domestic or
foreign corporation, by its presiden T nother of its

officers:
B, By an incorporator, if directors have not been selected

r the rporation h not been formed:

C. By a fiduciary, if the corporation is in the hands of a
receiver, trustee or other court-appointed fiduciary: or

D. By the clerk of the corporation,

i re: rate 1 Th rson X n h
n hall ign i st n h r i h
ign r he rson's n n he i in whi h rson
ign Th ument m n ntai r 1
attestation, acknowledgment or verification,
7 Pr ri form If the Secretary of State has
r ri man r m_for th n nder ion 12
the document must be in or on the prescribed form,
8. Delivery. The document must be delivered to the office
£f th ecr r £ for filin Delivery m m
electronic transmigssion if and to the extent permitted by the
r r £
F A h im liver h T ilin
n ny rein n i i
for ent m in manner rmi h r r £
122 Form
h T r £ m r i nd furn by
formg for an r ir r rmi 1 h
h r r ir f th
man T
ili i ing £
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COMMITTEE AMENDMENT "é}” to H.P. 283, L.D. 361

1. Filing fees. The following fees must be paid to the
ary of State.

A. For articles of incorporation, the fee is $125.
B For an application for the use of an indistinguishabl

name he fee i 2

C. For an application for a reserved name, the fee is §$20.

D. For a notice of transfer of a reserved name, the fee is
$20.

E. For an application for a registered name, per month or
rtion of a month he f is_$20.

F. For an application for renewal of a registered name, the
£ i 200.

G. For a notice of change of clerk, registered agent or
registered office, or a combination theregof, the fee is $20.

H, For a notice of change of a registered office for each

affected corporation not to exceed a total of 100, the fee
is $20.
I For noti £ n f regi r £fi for h

affected corporation in excess of 100, the fee is $10,

J. For a notice o¢of resignation of a clerk or registered
n he f i 20.
K For an n n f articl f incorporation he f
is §35.
L For r men rticl f incorpor £
is SQQ.
M For articl f merger har xchan he £ i
N For articl £ m i ion he f i 12
For icl f charter rrender he f 7
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COMMITTEE AMENDMENT ";}" to H.P. 283, L.D. 361

S. For articles of dissolution, the fee is $55.

T. For articles of revocation of dissolution, the fee is
$55.

U. For an application for reinstatement following
administrative digsolution for failure to file an annual
r r he f i 125. The maximum reinstatement £ m
n xceed regardl f the n r £ lin n

reports or the period of delinguency.

v, For an application for reinstatement following
administrative dissolution for failure to pay the annual
report late filing penalty, the fee is_$25.

W, For an application for reinstatement following
administrative dissolution for failure to appoint or
maintain a clerk or registered office, the fee is $25.
X. For an application for ~ reinstatement following
administrative dissolution for failure to notify the
Secretary of State that its c¢lerk or registered office has
been changed, that its clerk has resigned or that its
reqi re ffi has been di ntin he i 2
rtifica

fee.
Z. For an ii ion for hori he £ i 2
AA For n 1i i for hori he £ i
§70.
BB F n 1i i for withdrawal of hori he fee
is §$70.

For n 13 1 for f f hori h
is §70.

E F ilin liver an annual r i
in ition h nnual r r iling £ h i 2

FF For articl £ rr ion h

For rtifi f exi n horizati h
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COMMITTEE AMENDMENT "/}" to H.P. 283, L.D. 361

HH. For an application for excuse, the fee is §$20.

II. For an certificate of resumption, the fee is

. For an 1i ion for an assumed n he fee i 1
KK. For an lication for a fictiti name
foreign corporation authorized to transact business in this
te c i real name is unavailabl he f i 2

LL. For an application for termination of an assumed name,
the fee is $20,

MM. For an her docume required r ermitt b
filed b his A he f is
2 Proce £ Th cr r f Sta hall 11 £
f 2 each ti r i rv n_th r r £
nder this A Th r r in in i f
process is _entitled to recover this fee as costs if that party
prevails in the proceeding., '
C in rtifying fee Th r r f ta
hall char followin for in n rtifyin h
f any fil nt relatin a m i r foreign

A r 2 r
B, For certifying the copy, the fee is §5,
24 E i i
The Secretary of State may provide expedited service for the
r in £ i with hi Th
r r £ hall ish £ h 1 n rul
r r rni i X r
1 1 rovi hi ion m i
fun T r £ i r
T ilin T
2 Eff i i £
b4 r i n
for fili k £ n th im £
i h n h r r m
h £ i m
except that:

Page 12-LR1981(2)

COMMITIEE AMENDMENT



10

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

COMMITTEE AMENDMENT ";}" to H.P. 283, L.D. 361

1. Time specified in document. If the document specifieg a

time as to its effective time on the date filed, then the
ument take ffec on he dat £il nd h ime

specified: and
2. Delayed effective date; time. If the document specifies

layed eff ive tim n h k ff n
h ime an s ified s lon h 1 f£ iv
for the ument is not later than the h da fter the

date it is filed, If the document specifies a delayed effective
date but does not specify a time, the document is effective at
the close of business on the specified date,

§126. Correcting filed document

1. Correction authorized. A domestic or foreign

corporation may correct a document filed by the Secretary of
State if:

A. The documen ntain n inaccuracys:

B. The doc nt was fectivel xecu 1

verified or acknowledged: or

The e roni ransmission f h n w
ive
2 Me d of cor in uments A m i r foreign
corporation may correct a_ document by preparing articles of
correction that:
A D ri h n including i £ilin
h fi h rticles:;
B ecif he in r r :_an
rr he in

Eff iv b rr ion Articl f rr ion
4 £f n th £ i £ th rr
p:4 h T relyin n ncorxr n
rsel £ h r ion icl r ion
take effect when filed,
127 ilin £ r £
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COMMITTEE AMENDMENT "ﬂ" to H.P. 283, L.D. 361

1. Duty to file. If a document delivered to the office of

2 the Secretary of State for filing pursuant to this Act satisfies
the requirements of section 121, the Secretary of State shall
4 file the document.
6 2, Recording as filed: acknowledgment. The Secgretary of
State files a _document pursuant to subsection 1 by recording it
8 as filed_on the date of receipt. After filing a document, the
r r f hall liver h mesti r foreign
10 corporation or its representative a copy of the document with an
knowledgement of the e of filing. If th erson deliverin
12 the document for filing so requests, the acknowledgment must
further include the hour and minute of filing,.
14
3. Refusal to file: writtem explanation. If the Secretary
16 £ ref file en h r ry of shall
return it to the domestic or foreign corporation or its
18 representative within 5 days after the document was delivered,
together with a brief, written explanation of the reason for the
20 refusal,
22 4, Mipisterial. The Secretary of State's duty to file a
en nder thi ction is mini rial n filin r
24 refusal to file a document does not:
26 A Aff he validi r invalidi f th nt_ in
whol r rte
28
30
32
34
36
38
40
42
44
46
48
T r i
50 i h rt m ri r h r
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COMMITTEE AMENDMENT ";}F to H.P. 283, L.D. 361

tate to file a document or take other action the court considers
appropriate.

3. Appeal court's decision. The court's final decision may
be appealed as in other civil proceedings.

129, Evidenti ffect of co of file n

A certificate from the Secretary of State delivered with a
copy of a document filed by the Secretary of State pursuant to
section 127 is conclusive evidence that the original document is
on file with the Secretary of State.

130. Certificate of existence; certificate of au rit

1. Application. Any person may apply to the Secretary of
State to furnish a certificate of existence for a domestic
corporation or a certificate of authority for a foreign

rpor 10N,

2 Contents A certifi Xis r rtifi £

authority sets forth:
A. The domestic corporation's corporate name or the foreign

corporation's corporate name used in this State:
B. Tha if mesti rporation h rporation i ul
incorpor nder the law £f thi n h £

i incorporation;

C., That, if a foreign corporation, the foreign corporation
i riz ran in in thi :
D Th 11 f n nalti W hi h n
paid if:
1 P n refl in h r r £ h
r r 3 :
2 N n ff h X n r ization
f th m i r £ n rporation:
E Th rporation' m n n r
r ir ion 1621 h n liver h r r
h 1 1
r ion h n il
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COMMITTEE AMENDMENT "{}" to H.P. 283, L.D. 361

G. Other facts of record in the office of the Secretary of
State that may be requested by the applicant under
subsection 1.

3. Evidence of existence or authority. Subject to any
qualification stated in the certificate, a certificate of
existence or certificate of authority issued by the Secretary of

a ma reli n as conclusive evidenc h h m ic
or foreign corporation is in existence or is authorized to
transact businegs in this State.

131. Penalty for signing false documen

A person commits a Class E crime if that person signs a
n rsuan his A knowing it is fal in any material
respect with intent that the document be delivered to _the
Secretary of State for filing.
SUBCHAPTER 3
ecreta £ ate

Th r r £ h ower r n n r
perform the duties reguired of the Secretary of State by this
A includin h wer mak 1 n in i nt with thi
Act. Rul r n his A re r i hnical
r fin in Titl h r 37 I1-2

CHAPTER 2
I RATI
2 In r T

Page 16-LR1981(2)
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COMMITTEE AMENDMENT ";}" to H.P. 283, L.D. 361

number of shares and a description of the rights in each
class:

C. The street address and a mailing address, if different,
of the corporation's initial registered office and the name
of its initial clerk at that office. For the address, a
post office box alone is not sufficient to meet the
requirements of this paragraph:

D. The name and address of each incorporator; an
E. The name and address of the clerk of the corporation.

2., Optional elements. The articles of incorporation of a
corporation may set forth:

A. The names and addresses of the individuals who are to
serve as the initial directors;

B, A provision not inconsistent with law regarding:

22
24
26
28
30
32
34
36
38
40
42
44
46

48

(1) The purpose or purposes for which the corporation

is organiz

2 M i he busin nd regqulati h ffair
of the corporation:

Definin limitin nd r latin wer f
h ration i r f ir r n i
shareholders:

4 A r val £ horiz har r cl f
shares: or
(5) The imposition of personal liability on
hareholder r th £ h rporati :
specified extent and upon specified conditions:
An rovision h nder hi A i r ir r
rmi b t forth in th law £f th rporation:

r h rporati r i h holders for m
damages for an action taken or a failure to take an action
ir r X liabili for:
1 h n f financial nefit r
ir r which th ir r i nti 2
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COMMITTEE AMENDMENT "(}" to H.P. 283, L.D. 361

2 An intentional infliction £ harm on he

corporati r i hareholders:

(3) A violation of section 833: or

4 An intentional violation of c¢crimin law; an

E. A provision permitting or making obligatory
indemnification of a director for liability, as dJdefined in
section 851, subsection 5, to any person for an action taken
or a failure to_ take an action as a director, except

liability for:

1 Recei £ financial enefi which h
director is not entitled:

2 An intentional infliction f harm h
corporation or its shareholders:

3 A violation of i i or

4 An intentional violation of c¢criminal law

En ration f co i o wer unne a he
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COMMITTEE AMENDMENT ";}2 to H.P. 283, L.D. 361

is _conclusive proof that the incorporators _satisfied all
conditions precedent to incorporation except in a proceeding by
the State to cancel or revoke the incorporation or involuntarily
dissolve the corporation,

204 Liabili for preinco ration transactions

All ersons urportin t r n half f
rporation, knowin here was no incorporati nder this Act

are jointly and gseverally liable for all liabilities created
while so acting.

205 Or ization of co ration

1, Organizational meeting. An organizational meeting must

held for fter i rporation in rdan with thi

subsection.

A, If initial directors are named in the articles of
incorporation h initial ir r hall hol an

organizational meeting, at. the c¢all of a majority of the

ire r mple he or ization of th rporation

by appointing officers, adopting bylaws and carrying on any
other business brought before the meeting,

les
incorporation, the incorporator or incorpor r hall hol
n_organizational m in h 11 of majori f th
incorpor 2

2 T 1 r f dir wh h mpl
h rganization of th rporati
2 ion rmi wi r izati i Action
r ir r rmi i k
n or ing m ken with
i f th ion ken iden n rm wri n
consents describing the action taken and signed by each
incorpor r
ion T izational in An organiz nal
m ng m h n _or h
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COMMITTEE AMENDMENT "/%1 to H.P. 283, L.D. 361

1. Adoption of bylaws. The _ingcorporators or board of
directors of a corporation shall adopt initial bylaws for the
corporation.,

2. Contents of bylaws. The bylaws of a corporation may
contain any provision for managing the business and requlating
the affairs of the corporation that is not inconsistent with law
or its articles of incorporation.

207 Emergen \ 4
1. Emergency defined. For purposes of this section, an

emergency exists if a quorum of the corporation's directors can
not readily be assembled because of some catastrophic event.

2 Emergenc laws au rized nl h rtic £
incorporation provide otherwise, the board of directors of a
corporation may adopt bylaws to be effective only in an

mergen T mergen law which ar ] n n
or repeal by the shareholders, may make all provisions necessary
for managing the corporation during an emergency, including:

A Pr r for 1lin m in f h r £

ir or
r r n for m in bd h r £
ir rs; an
Designation of itional or ir r
Effec £f non rgen \ f All provision f th
r lar law h by nsi nt wi mergen W
remain f i ri rgen mergen law r
n ff iv fter th mergen nds.
4 ff £ r ion in rd wi rgen
1 rpor i ken i i in rdan with
h mergen laws:
Bin h rporation:
M n i il n
ir r fficer m
CHAPTER 3
PURPOSES AND POWERS
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COMMITTEE AMENDMENT "[%1 to H.P. 283, L.D. 361

301. Corporate purposes

1. Purpose of engaging in lawful business. A corporation
incorporated under this Act has the purpose of engaging in any

lawful business unless a more limited purpose is set forth in the
articles of incorporation.

2, Subject to other requlation by this State. A

corporation engaging in a business that is subject to regulation
nder another s f thi m incorporate under thi
Act_only if permitted by, and subject to all limitatiomns of, the
other statute.
2. neral Wwers
nle i rti s of incorporati rovide herwi

corporatio has perpetual duration and succession in its

rpor n nd h he wer indivi 1 11
things necessary or convenient to carry out its business and
affairs, including, without limitation, power to:

1 ui u n mplain an fend in i

rpor n :

2 b o 1 Hav r l, which m
altered at will, and_ to use it, or a facsimile of it, by
impressin r affixing j in an her manner repr ing it;

Bylaw:. Mak n n law n in i nt wi
its articles of incorporation or with the laws of this State., for
managin he in r latin h ffair f h
corporation:

4 A ir r r Pur herw

ir n wn, hol impr n herw 1l with
real or personal property or any legal or eguitable interest in
r r wher rl :

Di r 1 m
1 xchan n herw i £ 1 n r f i
property:

I in 1 ion nti
r i ri £ r rwi ire: hol

11, mor n 1 herw i 2 n
1 nd wi h T her i i £
any other entity:

n 1i i k n r : i

. W .
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COMMITTEE AMENDMENT ";}" to H.P. 283, L.D. 361

obligations, which may be convertible inte or include the option

t urchase other securities of the corporation; and secure an

of its obligations by mortgage or pledge of any of its property,
franchises or income;

8. Use of funds. ILend money, invest and reinvest its funds

n
and receive and hold real and personal property as security for

repaymen

9. Partnership: joint venture. Be a promoter, partner,

member, associate or manager of any partnership, joint venture,
rus r other entity:

10. Conduct business. Conduct its business, locate offices

and exercise the powers granted by this Act within or without
his State:

11. Dir r fficer 1 n 1
Qirectors and appoint officers, employees and agents of the

corporation, define their duties, fix their compensation and lend
them money and credit;

12. Establish benefit or incentive plans. Pay pensions and
establish pension plans, pension trusts, profit-sharing plans,
share-bonus plans, share-option plans and benefit or incentive

plans for any or all of 3its current or former directors,
fficer mpl nts;

13, Make donations. Make dJonationg for the public welfare
or for charitable, scientific or educational purposes:

4 Tr ines Tran ny lawful in

jons in r f rati k n r
n wf
fair rporation:
1 ivi i rpor iviti n
rrender i r nchise; :
17 r rati F i f
rporations:
1 Life insur Provi for i n nsuran n
f an r r r
£ h h :
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COMMITTEE AMENDMENT '{%ﬁ' to H.P. 283, L.D. 361

19, Litigation expenses. Reimburse and ipdemnify
litigation expenses of directors, officers and employees., as
provided in chapter 8, subchapter V: and

20, Acquire and dispose of own shares. Purchase _and
otherwise acquire and dispose of its own shares.

§393, Emergency powers
1. Emergency defined. For the purposes of this section, an

emergency exists if a gquorum of the corporation's directors can

not. readily be assembled because of some catastrophic event.

2. A rized ower in even £ rgency. In

anticipation of or during an emergency, the board of directors of
a corporation may:

A. Modify lines of succession to accommodate the incapacity

ion
f an i r fficer mpl r nt; an

B. Relocate the principal office, designate alternative
principal offices or regional offices, or authorize _the
officers to do so.

Noti ing: r Durin n _emergen nl
emergen bylaw r n h r rovi herwise:

A Notj £ m in f th r f dir rs n
given only to those directors whom it is practicable to

reach and m e given in an r i le manner, incl n

by publication and radio: and

B One or mor fficer f th rporation pr
meeti f h r r r m m
ir rs £ he m in in r of rank and within th
k in order of ni n r h
guorum,
4 Ef £ r ion n in rgen
Corporate action taken in good faith during an emergengy under
hi ion rth inar in ir
corporation:
A Bin h ration:; an
M n m i
i r m r
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1. Corporate action not subject to challenge. Except as
provided in subsection 2, the validity of corporate action may
not be challenged on the ground that the corporation lacks or
lacked power to_act.

2. C rate action subject challenge. A corporation's
ower ct ma challenged:
A In r in hareholder in h rporation

to_enjoin the act:

B. In a proceeding by the corporation, directly,

rivativel r through receiver rus r r 1 1
representative against an incumbent or former director,
officer, employee or agent of the corporation: or

C. In a proceeding by the Attorney General under section
1430,

3. Available remedies in proceeding by shareholder. In a
shareholder's proceeding under ._subsection 2, paragraph A to
enjoin an unauthorized corporate act, the court may enjoin or set
aside the act, if egquitable and if all affected persons _are

rti o _the pr in nd m war for 1 her

than anticipated profits, suffered by the corporation or another

r e se. of enjoinin h nauthoriz
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CHAPTER 4

NAME

1. Prohibition, A corporate name may not contain language
her han h rmi ion h
ration’ T 1 £3i r n
2 Distingquishabl bid horiz
n rpor n m n
r f th r from:
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COMMITTEE AMENDMENT "F?“ to H.P. 283, L.D. 361

C. Marks registered under Title 10, chapter 301-A.

3 Refuse to file n . The Secretar £f St in th

Secretary of State's discretion, may refuse to file a name that:

A. onsists of or mprises lan h is obs

B. _Inappropriately promotes abusive or unlawful activity:
C. Falsely suggests an association with public

institutions: or

D. Violates any other provision of the law of this State
with respect to names.

4 Au rization to use n A rporation m 1
ecretar f te for horization name th i
not distinguishable on the records of the Secretary of State from
more of he name ri in ion 2, Th
f Stat hall horiz se of the n 1i for if;

A. The entity in possession of the n gmg consents to the use

in writin n bmi n_under kln in form isf r
h retar f han n n h
distinguishabl n the r T f h r r £

from the name of the applicant; or

B, The applicant delivers to the Secretary of State a
reifi £f th inal j n £ r £ mpeten
risdiction lighin h icant' igh

1i for in thi

of r ration's n rporation m
h n includin h r fictiti £

her m i r forei rporation th i in i

if h rati i i r 1z
in in thi h rporation pr in
use the name:
A H mer with her rpor n:
H n rm reor izati £ h h
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6., Determining distinguishability. In determining whether
2 name ar "distinguishable on he recor " _th cretar f

State shall disregard the following:

4
A. The words or abbreviations of words that describe the
6 nature of the entity, including "professional association,”
" i " " o j " "limi "
8 : : . . v as
10
B. The presenc r absenc f the wor or ols of the
12 words "and." '"the" and "a":
14 c. The differences in the u f nct ion
capitalization or special characters: and
16
D. Th ifferen in th f singular an lural forms
18 of words.
20 402. R Vi n
22 Reserve u f n A rson m r r h xclusiv
b rporate n includin n r fictiti name
24 by delivering for filing an application to the Secretary of
State. The application must set forth the name and address of
26 the applicant and the name proposed to be reserved. If the
r r f fin h h rpor n i for i
28 available, the Secretary of State shall reserve the name for the
i applicant's exclusive use for a nonrenewable period of 120 days.
30 :
2 T r of r i h r
32 rpor n nder i r fer the r by i
nother rson liverin h r r n
34 £ ransfer ign h ransferor he n
and address of the transferee,
36
4 i T £ i ration
38
1 Reqgi r r n forei rati m
40 i i rpor n i h
r r f th T r £ 4
42
Appli i r r r n
44 rporati m i h r
1i i hat;
46
48 £f i i i i inci
. n . rioti h .
50 ipn which it i n :
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COMMITTEE AMENDMENT ”/}" to H.P. 283, L.D. 361

B. Is accompanied by a certificate of existence or a

4d nt of similar impor ul authenti b th

retar of tate or her ffici havi cu f
corporate records in the r countr nder whose law
he foreign rporation is incorpor h rtifi

of existence shall have been made not more than 90 days
prior to the delivery of the application for filing.

Applican xclusive se The rporate i
registered for the fgrglgn corporation's exclusive use upon the
effective date of the application until the end of the calendar
year in which the application was_filed.

4 Renewal of regi T n A foreign rporation wh
registration is effective may renew it for a successive year by
delivering for filing to the Secretary of State a renewal
application that complies with the requirements of subsection 2

ween Oc er 1 nd D mber 31 he renewal 1i ion
when il renew he registration for th llowin lendar

year,

1if forei ration A foreign r ion
wh registration i £ff ive m fter the registration i
£ iy 1if forei rporation under the register

name or may consent in wr1;;ng to ; e use of that name by a

rporation i rpor nder hi r her foreign
r ion horiz ran i in thi h

404 Ass or fi i n f ration
A d n : fin n hi n
" n "3 r h £ ivisi n
ly incor n njun n_wi h r
rpor e n n r h h r £
rporation X fictiti
2 Fictiti : fin A in j ion
"fi n " n : 2
riz ran in th
n navail r n i 401
rigz r i mplyi wi
n z
n i i m ran i n
r on r r ficti
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COMMITTEE AMENDMENT ';}4' to H.P. 283, L.D. 361

4. File statement indicating use_ of assumed or fictitious

name, Prior to transacting bhusiness in this State under an
assumed or fictitious name, a corporation shall execute and
deliver for filing, in accordance with section 121, a statement

setting forth:

A. The corporate name and the address of its registered
office;

B That it inten ransa busin nder an um r
fictitious name:

Th e r fictiti n h i r :
and

D, If the agssumed or fictitious name is pot to be used at

11 f th rporation'’ 1 £ in i hi
the locations where it will be used.
A ar atement m X -an liver for filin
with respect to each assumed or fictitious name that the
rporation pr
13 T i h r icti
must comply with the requirements of section 401.

6. Enjoin use of assumed or fictitious name, If a
corporation uses an assumed or fictitious name without complying
with the requirements of this section, the continued use of the
assumed or fictitious name may be enjoined upon suit by the
A rn n T n r rsel f£ h

f th r fictiti n
7 Enjoin i i Notwi ndin i
lian with r ir
r fictiti n n h
A n n r T £
ifs
A T r fictiti n n m h
nt r ir i W m W
n 401
B Th r fictiti is n istinguishabl
he r r £f th r r r in whi
ot h . i . W
w f
\'4 i r \"4
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COMMITTEE AMENDMENT "/%" to H.P. 283, L.D. 361

The mere filing of statement pursuant to subsection 4 does no
constitute actual use of the assumed or fictitious name set out
in that statement for purposes of determining priority of rights.

8. Terminate use of assumed or fictitious name. A
rporation m rmin an ss d r ictitiou name
ex tin n liverin in accordan with ction 121

statement setting forth:

A. The n f the rporation an h ress_of i

registered office:
B, That it no longer intends to transact business under the

assumed or fictitious name; and
C. The assum r fictitious name it intends to rminate.
CHAPTER 5

OFFICE AND CLERK

1 Registered offi d clerk

1. Clerk., Each domestic corporation to which this Act
applies shall maintain in this State a clerk, who is a natural

person resident in this State, The clerk may be, but is not
ir n bl h ir r r fficer f h
corporation, or the clerk may be a person holding no other

position with the corporation. The clerk of a corporation is not
an officer but performs the functions provided in this Act,

2, Registered office. The clerk shall maintain a
registered office at some fixed place within thig State, which
m ut n n h r ion’ 1 in

h lerk hall rfor hi r h rk

Acce £ in n nl h lerk si h
document making the appointment, the appointment of a clerk or a
r clerk on whom_ pr m T i ff iv
until the clerk delivers a written statement to the Secretary of
in h intmen
£ rk A ion m h i lerk
X i n ivering for fili r ion 1
men i £ :
A h rpor n;
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COMMITTEE AMENDMENT '{?" to H.P. 283, L.D. 361

B. The name and address of its current clerk:

C. The name and address of its successor clerk: and

D, Either:
1 Th h han f clerk w 1 uthoriz
the board of directors of the corporation and that the
wer a in h lerk is no r r h
shareholders the articles or the bylaws: or

(2) That the change of clerk was duly authorized by

he shareholders of th orporation.

5. Resignation of clerk. The clerk of @a corporation may
resign upon filing a written notice of the resignation with the
r r £ mailin f the notic h

residen r treasurer of th rporation or, if h of th
offices are vacant, to any of the corporation's directors. The
notice filed with the Secretary of State must recite that a copy

f the noti ha en maile he rpor fficer ignate
in this subsection and must specify the corporate officer's name
and_ corporate office, The resignation takes effect upon the
filing of the resignation by the Secretary of State.

A in n f new clerk If lerk i m
i i resign r herwi i nabl rform h
lerk' uti h rporation shall romptl in her

B If th r lerk n han he new n
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COMMITTEE AMENDMENT "i}; to H.P. 283, L.D. 361

D. If the address of the registered office has changed, the

address of the new registered office;

E. The names of each of the corporations of which the clerk

is clerk; and

F. A recitation that states that a notice of the change has
been sent to each of the corporations.

In lieu of the bulk filing, the clerk may file for each such
corporation a separate statement containing the information.

. atement of . Filin rporation £
statement of a change of its clerk, as provided in subsection 4,
nstitutes both an appointment of the new clerk named in th

statement of change and a termination of the appointment of its
former clerk.

9, Clerk named in_articles of incorporation. The initial
ler f _a orporation mus b e in h rticl £
incorporation for that corporation. A clerk continues in office
until a successor is chosen and gqualifies and the statement
requir subs ion 4 is filed or until the resignation noti
r ir ection ig filed.

The articles of incorporation or bylaws may provide that changes

in th lerk an 1 ion of new erk must b f
hareholder nl h i or bylaws _expressly so

provide, changes in the clerk and election of a new clerk must be

r lution of th X f dir r

1 nt fil lerk An n
il h r r f h ££f f which i han
the clerk, must be signed by the person designated in the
document as the new clerk or in accordance with section 121,

ion 5, ragraph A, B or

02 rvi n ration

1 rvi of pr 52 n A r ion' k i
rporation' n for vi f r noti r man
r ir r rmi law r n th rporation

2 rvi il If rporation h n ler h
clerk c¢can not with r n iligen r h
r ion m rv by regi r rtifi i
r i r r h residen h rporati
i rincipal £fi i j rf hi
ion he rli pill]
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COMMITTEE AMENDMENT "f|" to H.P. 283, L.D. 361

A. The date the corporation_receives the mail;

B, The date shown on the return receipt, if signed on
behalf of the corporation; or

C. Five days_ after its deposit in the United States mail,
viden b h rk if mai i n
orrectl dr

3. Service on_corporation not limited. This section does
not prescribe the only means or necessarily the regquired means of
serving a corporation.,

CHAPTER 6
SHARES AND DISTRIBUTIONS
SUBCHAPTER I
SHARES
SQQI, Authorized shares

1, Classes and number of shares authorized. A
rporation’ rticl f dincorporati m r ri h
las f shares an he number of share £ h class th h
rporation is riz i If mor han on 1 f

har i riz h rticl f
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COMMITTEE AMENDMENT "é}h to H.P. 283, L.D. 361

B. Are redeemable or convertible as specified in the
articles of incorporation:

1 A he option of the corporation h h holder

or another person or upon the occurrence of a
designated event:

2 For cash in n s rities r her
r rty: or
3 In a _designated amount or in an n rmin

in accordance with a designated formula or by reference
to extrinsic data or events:

C. Entitle the holders to distributions calculated in any
manner, including dividends that may be cumulative,
r

n lativ r rtiall lative:;

D. Have preference over any other class of shares with
respect to distributions, including dividends and

istri ion n th i lution of the rporation

Th ription £ h ignation r ren imi ion
nd relative righ in this ion is n

Hh
(a3
1

bt

A har r r ivi T m

D r h r r iqui j n

f refe r
entitled to a pr i igqui ion
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COMMITTEE AMENDMENT "%}1 to H.P. 283, L.D. 361

a nt m al incl he amoun f ividen accr
but unpaid as of the date of liguidation:

F, Shares that are preferred as to dividends or as to
payments upon liquidation are not entitled to vote: and

n h Y 1
like import shall refer to the formal dissolution of the

corporation, Sale of all th Irpor s r
participation of the corpeoration in a merger or

consolidation is not deemed a liguidation.

This subsection does not apply to shares already issued or
authorized on December 31, 1971.

602 rms of cl r ri determin o f director

relative rights within the limits set forth in section 601 of any

class of shares before the issuance of any shares of that class
n r mor ri within for he i n n

shares of that series,

2. ri mu hi isti ishin ignation Each
ri £ 1 m iven istinguishin ignation
3. Identical terms, A share of a seriegs must have
preferences, limitations and relative rights identical with those
of all other shares of the same series and, except to the extent
herwi rovi i ipti h i wi
f her ri f the 1
4 Filin icl n n Before i in n r
1 r i n h ion
1 liver h r £ n r 1 £
n n wh r £ i W h r h
rth:
he n :
B h n rmini rm £ th
1 r r res:
h n W : an
A m w
board of directors.
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COMMITTEE AMENDMENT "‘%ﬁ to H.P. 283, L.D. 361

§603. Issued and outstanding shares

1. Issue number of shar uthorized. rporation m
i he number of shar £ ch _c¢lass or ries authorized b
its articles of incorporation. Shares that are issued are
outstanding shares until they are reacquired, redeemed., converted
or cancelled.

2 Limi i n r ition, red ion or conversion
The reacquisition, redemption or nversion of andin hare

is subject to the limitations of subsection 3 and to section 6.40,

3. Requirement. At all times that shares of the
corporation are outstanding, there must be outstanding:

A, One share that has, or more shares that together have,
unlimited voting rights; and

B. One share that is, or more shares that together are,
entitled to receive the net assets of the corporation upon
dissolution.

04. Fractional shares

Au rization A rporation may:

1 ip in reqgi r T rer form entitlin h
h r recei 11 har n ren in n h

4., Conditiong, Th r £ i r iz

1 including:
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COMMITTEE AMENDMENT "/}2 to H.P. 283, L.D. 361

A. That the scrip will become void if not exchanged for

full shares before a specified date: and

B. That the shares for which the scrip is exchangeable may
e sold and the procee ai he scripholders.

SUBCHAPTER II

ISSUANCE OF SHARES

21 Subscription for shares before inco ration

1, Revocability. A subscription for shares entered into
before incorporation is irrevocable for 6 months unless the
subscription agreement provides a longer or shorter period or all
the subscribers agree to revocation,

2 P nt term Th rd of dire r rpor

£

may determine the payment terms of a subscription for shares that

was entered into before incorporation, wunless the subscriptio
reem ifi h n rm 1l for h

board of directors must be uniform as far as practicable as to

1l shar £ 1 r ri nl iption
agreement specifies otherwise,

e [ e
o} o]

ifi in th ription reemen

4, Default; rescission. If a subscriber defaults in
payment of money or property under a subscription agreement

22 £ _shar

Re i r wer r i hi
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COMMITTEE AMENDMENT "F?" to H.P. 283, L.D. 361

2, Consideration. The board of directors of a corporation
may authorize shares to be issued for consideration consisting of

any tangible or intangible property or benefit to the

corporation, including cash, pPromissory notes, services
rform contract for ervice o b rformed r her
securities of the corporation.
3. Determination of adequate consideration. Before the
corporation issues shares, its board of directors must determine
h he nsideration r ived or be r iv for shar
b issue is ad The rmination he oar f

directors is conclusive insofar as the adequacy of consideration
for the issuance of shares relates to whether the shares are
validly issued, fully paid and nonassessable.

4, Fully paid; nonassessable, When the corporation

r iv h nsideration for which i r £ ir r
authorized the issuance of shares under subsection 3, those
shares issued are fully paid and nonassessable,
Escrow. The rporation m lac in row shar
iss for ntr for £ r rvi r nefi r £
romi ry _note or m mak her arrangemen restri he
nsfer of th res and m redi istri ions in r of
the shares against their purchase price until the services are
rform he n i i r th nefi r iv If th
rvi re n rform he n ig n i r th nefi
T n r v h row r ri n
distributions credited may be cancelled in whole or part.,

23 Liabili f shareholder

1. Liability for paying consideration. A purchaser from a
corporation of that corporation‘'s own gshares is not liable to the
corporation or its creditors with respect to the shares except to

h nsideration f which th har wer hori
i r ifi in th ription reem

2, Personal Jliability. Unless otherwise provided in a
corporation's articles of incorporation, a shareholder of a
corporation is not personally liable for the acts or debts of the

ration ex h h hareh r m m 1
liabl r n h harehol ! n

24 har ividen

with nsideration rporation’ reh r
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COMMITTEE AMENDMENT "]/ " to H.P. 283, L.D. 361
the shareholders of one or more classes or series of shares. An

issuance of shares under this subsection is a share dividend.

2. Shares of different classes. Shares of one class or
series may not be issued as a share dividend in respect of shares
of another class or series unless:

A, The articles of incorporation so authorize;

B, A majority of the votes entitled to be cast by the class

or series to be issued approves the issue: or

. There are no outstandin hares of th 1 r series

to be issued.
3. Record date. If a corporation's board of directors does
not fix the record date for determining shareholders entitled to

a_ share dividend, the record date is the date the board of
directors authorizes the share dividend.
§625. Share options
A_corporation may issue rights, options or warrants for the
r f share f th rati 1 f dir r
shall determine the terms upon which the rights, options or
warran re issu heir form and nten n h nsideration
for which the shares are to be issued.
62 Form content of rtificates
rtifi n r ir hares m ut_n e
represented by certificates. Unless this Act or another law
Xpr 1 rovi herwi wheth h har re r
rtifi rn n affe he righ ligati

f shareholder

nten £ rtifi A inim r
rtifi m ni f 3
A The n £ he i in rporation n h h
rati i rganiz r th W i
B The n f th rson whom i : an
c. The number and class of shares and the designation of
h ri if an h rtifi r n
1 h in rpor n z
£ n h r differ r h
n r iv righ r
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COMMITTEE AMENDMENT '%%:' to H.P. 283, L.D. 361

limitations applicable to each class and the variations in

rights, preferences and limitations determined for each series
and he authorit f its board f irector to determine
variations for future series must be summarized on the front or
back of each certificate. Alternatively, each certificate may
state conspicuously on its front or back that the corporation
will furnish the shareholder this information on request in
writing and without charge.

4, Signatures. Each share certificate must be signed,
either manually or in facsimile, by:

A. Two officers designated in the bylaws;
B. The clerk and an officer designated in the bylaws: or

Th rporation' r f directors.

A share certificate may bear the corporate seal or its facsimile.

5. Signatory no longer holds office, If the person who
signed a share certificate pursuant to subsection 4 no IJlonger
holds office when the certificate is issued, the certificate is
nevertheless valid,

627 har witho certificates

1 Au rization. nl h rticl f incorporati r

bylaws provide otherwise, the hoard of directors of a corporation
may authorize the issue of some or all of the shares of any or
1 i 1 r ri har with ifi h
authorization does not affect shares already represented by
certificates until they are surrendered to the corporation,

Wri n Within r nabl im fter th

r
hall n h hareh er wri n men £ rm n

1 hare in For r f thi ion, "share"
incl ri nvertibl in r rryin righ
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COMMITTEE AMENDMENT "1 " to H.P. 283, L.D. 361

shares of the corporation., A restriction does not affect shares
issued before the restriction was adopted unless the holders of
the shares are parties to the restriction agreement or voted in

favor of the restriction.

. Exi n f restriction mu m known A
restriction on the transfer or registration of transfer of shares
is valid and enforceable against the holder or a transferee of
the holder if the restriction is authorized by this section and
i exi n is n conspi 1 n the fron r k of th
certificate or is contained in the information statement required
by section 627, subsection 2. Unless so noted, a restriction is
n nfor 1 i rson who h no knowled f th
r riction.

4., Purpose of restriction. A restriction on the transfer
or registration of transfer of gshares is authorized:

T maintain he rporation's a wh i i
nden n the n r or identi f i hareholders:
T r xempti nder ral or ritie
law; or
For an her reasonabl ur
A riz r ricti A r riction on th ransfer
or registration of transfer of shareg may:
A 13 h hareholder fir £f h rporation
h n r 1 ivel r
imultan n ni ir h r ri
shares;:
1i n r r
i n 1 i h r
shares:
R ir h ration he holder n £
r r nother r r h ransfer h
r ri h i h ir n i manif
r nable: or
r fer £ r
ign rson r cl £ ns i h hibition
is not manifestly unreasonable.
E n, i
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COMMITTEE AMENDMENT "}]'" to H.P. 283, L.D. 361

A corporation may pay the expenses of selling or
underwriting its shares and of organizing or reorganizing the

corporation from the consideration received for shares.

R TIT
SUBSEQUENT ACQUISITION OF SHARES BY

SHARFHOLDERS AND CORPORATION
641. Shareholders' preemptive rights

1 hare includes For r £f thi ion, "share"

includes a security convertible into or carrying a right to
subscribe for or acquire shares.

2, No preemptive right absent statement in articles of
in ration Th hareholder £ rporation do n h
preemptive right to acguire the corporation's unissued shares
except to the extent the articles of incorporation provide,
tatemen A ement incl in th rticl £
incor i ha "th rporation 1 h reem

rights,"” or containing words of similar import, means that the

principles set out in paragraphs A to F apply except to the
extent the articles of incorporation expressly provide otherwise,

A, The shareholders of the corporation have a preemptive
righ ran n uniform rm n nditi r ri b
h oar £ ir r rovi fair and r nable
opportunity to exercise the right, to acqguire proportional
n h ration's i
ision of r f dir i hem
B A shareholder m wai h reholder’ reemptiv
right. A waiver evidenced by a writing is irrevocable even
h it is n r nsiderati
C. There is no preemptive right with respect to:

1 har i mpen i r
officers, agents or employees of the corporation, its
subsidiaries or affiliates;

2 h n i
ri i m r

fficer m

subsidiaries or affiljates:
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COMMITTEE AMENDMENT ”ﬂ}a to H.P. 283, L.D. 361

3 Share authorized in articles f incorporation
that are igssued within 6 months from the effective date
of incorporation: or

4 har sold herwise than for money.

D. Holders of shares of any class without general voting

righ b with referential righ distri i r
have n reemptive righ with r har f
any class.

E. Holders of shares of any class with general voting

righ but with referential righ distri ion r
assets have no preemptive rights with respect to shares of
any class with preferential rights to distributions or
assets unless the shares with preferential rights are
convertible into or carry a right to subscribe for or
acquire shares without preferential rights,

F har ] reem
ire hareholders m be i e

ration’ isition of i wn_shar
1 A isition A rpor ir W, har
i nsti riz n har
2. Prohibition on reissuance, If a corporation's articles
i rporation prohibij i h ir r
r of thoriz har is r he n r of shar
acquired,
SUBCHAPTER IV
DISTRIBUTIONS
istri i holder
Di i i A i £
2 - . sstri .
h
r n an i n i
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COMMITTEE AMENDMENT '{|" to H.P. 283, L.D. 361

2 Record date. If the board of director £ orporation
does not fix the record date for determining shareholders
ntitl to _a distribution, other than one involving a purchase

redemption or other acquisition of the corporation's shares, then

he record date i he te the board of directors thorizes th

distribution.

3. Distribution prohibited. A distribution may not be made
if, after giving the distribution effect:

A. The corporation would not be able to pay its debts as
they become due in the usual course of business; or

B The corporation' total as s would be less than th
sum of its total liabilities plus, unless the articles of
incorporation permit otherwise, the amount that would be
needed, if the corporation were to he dissolved at the time
of the distribution, to satisfy the preferential rights upon
dissolution of shareholders whose preferential rights are
superior to those receiving the distribution.

4, Basis for Jetermination. The board of directors of a
corporation may base a determination that a distribution is mnot
rohibi under u ion ither n financial men
r r n th i f ntin i rinci h
are reasonable in the circumstances or on a fair valuation or

her metho h is reasonable in th ir

Eff r Ex rovi j ion 7
h £ff of istri ion under i is m red:

A, In the case of distribution by purchase, redemption or
other acquisition of the corporation's shares, as of the
earlier of the date money or other property is transferred
or debt incurred by the corporation or the date the
shareholder ceases to be a shareholder with respect to the
acquired shares:

ri i m i r wi i
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COMMITTEE AMENDMENT "‘}; to H.P. 283, L.D. 361

with he corporation's indebtedness o its nera unsecure
creditors except to the extent subordinated by agreement,

7. Indebtedmess issued as a distribution, Indebtedness of
a corporation, including indehtedness issued as a distribution,
i no considered a liabili for urposes f rmination
under subsection_ 3 _if the terms of the indebtedness provide that
payment of principal and interest are made only if and to the
extent that payment of a distribution to shareholders could then
be made under this section. If the indebtedness is issued as a
distribution, each payment of principal cr interest is treated as
a distribution, the effect of which is measured on the date the
payment is_actually made,

8. Application. This section does not apply to
distributions in liquidation under chapter 14,

CHAPTER 7
SHAREHOLDERS
SUBCHAPTER 1
MEETIN!
701, Apnual in
1. Timing of meeting, A corporation shall hold a meeting
reh r nnuall im i i in
accordance with its bylaws.
Pl nual shareholders' m in m h i by
f th h 1 in or fix in rdan
wi rporation’ law f n i n fix
n rdan with \"4 nn m in
rpor n' r i £
Failur hol i n The failur 1 n ann
m n h m i W
r ion' law £ h
rpor i
702 i i
i i ir rpor
ial m in £ 3 hareholders:
n r
r h z 1 T
or bylaws: or
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COMMITTEE AMENDMENT "{|" to H.P. 283, L.D. 361

B. If the holders of at least 10% of all the v ntitl
to _be cast on an issue proposed to be considered at the
roposed ecial meetin sign date n deliver o h

corporation one or more written demands for the meeting

ribin h ur r r s for which i i

held, except that the articles of incorporation may fix a

wer rcentage or higher percen n XC ing 25% of
all the votes entitled to be cast on any issue proposed to
be considered. Unless otherwise provided in the articles of
incorporation, a written demand for a special meeting may be

revoked by a writing to that effect received by the

corporation prior to the receipt by the corporation of

demands sufficient in number to require the heolding of a
special meeting.

2 Recor date for eterminin ntitl nt ial

meeting, If not otherwise fixed under section 703 or 707, the
record date for determining shareholders entitled to demand a
special meeting is the date the first shareholder signs the
nggngi_ . . :

Place of cial meetings. ecial m in m hel
in_ or t of thi t he pl ate in or fix in
accordance with the corporation's bylaws., If no place is stated

r fix in cordan with law ial m in m
hel h rporation's principal offi
4, Scope of special meeting,. Only business within the
r r rib in the m ing noti r ir
ion 7 ion m n ial m ing.
703 ourt-order 10

A, On application of any shareholder of the corporation
entitled to participate in an annual meeting if an_ annual
i w n held within th rlier of m r
the end of the corporation's fiscal year or 15 months after
i 1 nnual m ing; or
n 1i ion of hareholder wh ign man r
ial m i vali r ion 702 if:
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COMMITTEE AMENDMENT "(21 to H.P. 283, L.D. 361

1 Notice of the special meeting w n iven within
30 days after the date the demand was delivere o _the

corporation's secretary: or

2 The ecial m ing was n held in rdan

with the notice required by section 705, subsection 3.

2 Court ma rescri s ifics. Th rior rt m
ix im n 1 f m in rdere r n hi
section, determine the shares entitled to participate in the
meeting, specify a record date for determining shareholders
entitled to notice of and to vote at the meeting, prescribe the
form and content of the meeting notice, fix the gquorum required
for specific matters to be considered at the meeting or direct
that the votes represented at the meeting constitute a quorum for
ion n h m r n nter h order n r
accomplish the purpose or purposes of the meeting.

704 Action wi eti

l. Permissible action without meeting. Action required or

rmi 4 his Act ken a2 shareholders' meeting m
be taken without a meeting if the action is taken by all the
shareholders entitled to vote on the action., The action must be

1
iden n r re wri n n

signature and describing the action taken, signed by all the
r
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COMMITTEE AMENDMENT '} " to H.P. 283, L.D. 361

shareholders and the action is to be taken by unanimous consgent
of the voting shareholders, the corporation must give its

nonvoting shareholders wri n notice of the pr ion

1 1 4d befor the i i taken. Th noti mu
contain or be accompanied by the same material that, under this
Act, would have been required to_ be _sent to nonvoting
shareholders in a notice of meeting at which the proposed action

would have been submitted to the shareholders for ion.

705. Noti f meetin

1. Notification to shareholders. A _corporation sghall

notify shareholders of the date., time and place of each annual or
special shareholders' meeting no fewer than 10 days, or 3 days
for close corporations, nor more than 60 days before the meeting

ate nless this A or he corporation' articles £

incorporation reguire otherwise, the corporation is reguired only

i noti hareholder ntitl e he m in

2, Anpual meeting: description of purpose not required.
Unless this Act or a corporation's articles of incorporation

r ir herwi noti of an an 1l meeting n n incl

description of the purpose or purposes for which the meeting isg
lled.

ial ing: ription £ s I ir
Notice of a special meeting must include a description of the
purpose or purposes for which the meeting is called,
4. Record date. If not otherwise fixed under section 703
r 7 he r r for determinin hareh r itl
noti £ n v n nnual i hareholders'
m in i h for fir noti i liver
shareholders,
5. Adjournment to new date, time or place. Unless a
ration' law uir rwi i n nual or ial
har lders' m ng i r iffer im r
1 noti n n n of th W im 1
new i T 1 n n i
adjournment. If a new record date for the adjourned meeting ig
r m fix nder j 707 W r i h
rn m ing m b nder th n rsons w
r hareholder w r
7 Waiver i
hareh o 3 noti A sh 1 m wai
. . ., .
W, T r after m
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COMMITTEE AMENDMENT " V1" to H.P. 283, L.D. 361

in the notice. The waiver must be in writing, be signed by the
shareholder entitled to the notice and be delivered to the
corporation for inclusion in the minutes or filing with the
corporate records.

2., Attendance of meeting. A shareholder's attendance at a
meeting:

A. Waives objection to lack of notice or defective notice
of the meeting, unless the shareholder at the beginning of
the meeting objects to holding the meeting or transacting
business at the meeting:; and

B. Waives objection t nsideration of rticular m

h in h is n within th r r r
described in the meeting notice, unless the shareholder
objects to considering the matter when it is presented.

707 R r e

1 E lis n f re A_cor tion' 1
m fix or provi he manner of fixin he r r for
r mor votin r in rder rmin har 1
entitled to_ notice of a shareholders' meeting, to demand a
special meeting, to vote, or to take any other action., If the
law fix or provi for fixin recor
of directors of the corporation may fix a future date as the
record date,

~ 3 I

Sl =3

2 imi i n A ix nder ¢
section may not be more than 70 days before the meeting or action
requiring a determination of shareholders.

mi ion £ff i A rminati f

4. Court-ordered meeting, If a court orders a
hareh rs' m in journ mor han 12
h fix igin i i r
h riginal nti i £ r it m f£i

W r r

7 ) 4 in

i i A m i r jon'
r i . a chair i
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COMMITTEE AMENDMENT "/1" to H.P. 283, L.D. 361

chair must be appointed as provided in the bylaws or, in the

absence of such provision, by the board of directors.

2, Order of business. The chair, unless the corporation's
articles of incorporation or bylaws provide otherwise, shall
determine the order of business and has the authority to

establish rules for the conduct of a meeting held pursuant to
his ch r

3. Fairness of rules, Rules adopted for the meeting and

the conduct of a meeting held pursuant to this chapter must be
fair to shareholders.

held pursuant to this chapter shall announce at the meeting when
the polls close for each matter voted upon. If no announcement
is made, the polls are deemed to have c¢losed upon the final
adjournment of the meeting. After the polls close, no ballots,
proxies or votes nor any revocations or changes thereto may be
accepted,

4. Announcement when polls close. The chair of a meeting
h
h

SUBCHAPTER II

VOTIN

721 hareholders 1i for in

1, List of shareholders' names. After fixing a record date
for a meeting called pursuant to subchapter I, a corporation
hall r r n 1ph ical i £ £ i
shareholders who are entitled to notice of a shareholders’
meeting. The list must be classified by voting group, and within
each voting group by class or series of shares, and must show the

r £f an r of shar hel h sharehol In th
£ rati h iremen reh r
list may be satisfied by a stock transfer book or records, which

need not be maintained in alphabetized order and need not contain
h ss f shareholder h r £ h

r lder i herwi maintain i h r

2 Available for in ion hareh rs 1i m
i for in ion n hareh r inning 2 in
fter noti f the m in r which th i W r r
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COMMITTEE AMENDMENT '¥!" to H.P. 283, L.D. 361

hareholder's agent or attorn is _entitled on wri n demand to
inspe and subject to he requiremen f ection 1602
subsection 4, to co the list, during regular busine hour nd
t the ghareholder' xpense urin h riod it is_ availabl

for inspection.

Inspection of 1i Th rporation shall mak h
hareholders 1lis vailabl h in a reholder or
h reholder's n r rn i i in

1i any time durin he meetin r an djournment.

4. Refusal by corporation. If the corporation refuses to

llow shareholder r the shareholder' nt or rn
inspect the shareholders list before or at the meeting or copy
the list as permitted by subsection 2, the Superior Court of the

un where orporation' rincipal offi is 1 r, if
there is no principal office located in this State, where the
corporation's registered office is located., on application of the
sharehplder may summarily order the inspection or copying at the
corporation's expense and may postpone the meeting for which the

1i w r red until the ins ion or ing i mpl

or failure to prepare or make available the shareholders 1list
n aff the lidi £ ion k he m ing.

includin h 1 i ir r i W
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COMMITTEE AMENDMENT "M " to H.P. 283, L.D. 361

indirectly, a majority of the shares entitled to vote for
irectors of the 2nd corporation.

3. Voting of shares held in fiduciary capacity. Subsection

2 does not limit the power of a corporation to vote any shares,

including its own shares, held by it in a fiduciary capacity.

4. Redeemable shares. R mabl har re n ntitl
to vote after notice of redemption is mailed to the shareholders
and a sum sufficient to redeem the shares has been deposited with
a nk, trust compan r her financial insti ion under an
irrevocable obligation to pay the shareholders the redemption

price on surrender of the shares.
§723. Proxies

1. Voting _ authorized. A shareholder may _vote the
shareholder's shares in person or by proxy.

2 A in nt of Proxy. A hareholder r he

shareholder's agent or attorney-in-fact may appoint a proxy to
vote or otherwise act for the shareholder by signing an
appointment form or by an electronic transmission. An electronic
transmission must contain or be accompanied by information from
which one can determine that the shareholder, the shareholder's

n r h hareholder'’ rney-in-f riz h
transmission,

A in nt of pro ffectiv An intmen £
proxy is effective when a signed appointment form or an
lectroni ransmissi f th intment i r i h
in r of el ion in r n i 7 r th
officer or agent of the corporation authorized to tabulate

. An intment i 1id for 11 m h 1 1 r
ri i xpressl rovi i h intment form
4 A in n f pr r 1 An in £
roxX i rev 1 nl h ntmen form ni
led with an inter A intmen 1 with an i r
h intm f:
A pl :
A rson wh h r h 2
A _creditor of i wh n r
by i m :
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COMMITTEE AMENDMENT "J}Y|" to H.P. 283, L.D. 361

D. An employee of the corporation whose employment contract
regquires the appointment; or

E. A rty to voting agreement cr under section 742.

5. Death or _incapacity of shareholder. The death or

incapacity of a_ shareholder who appointed a proxy does not affect

the right of a corporation to accept the proxy's authority unless

noti f the death or incapaci is received h r r r
her officer or agent authoriz bula vote efor h
roxy exercises the proxy's authority under the appointment.

6. Appointment revoked when interest extinguished. An
appointment made irrevocable under subsection 4 is revoked when
the interest with which it is coupled is extingquished.

7. Transfer of shares subject to irrevocable appointment.
A ransfer for val £ har j n_irrev
appointment may revoke the appointment if the transferee did not
know of the existence of the irrevocable appointment when the
transferee acquired the shares and the existence of the
irrevocable appointment was not mnoted conspicuously on the
certificate representing the shares or on the information
statement for shares without certificates.

Acce e of proxy's vote ject ion 72 n
n Xpr limi ion on th roxy’ hori in th
appointment form or electronic transmission, a corporation is
entitled to accept the proxy's vote or other action as that of
the shareholder making the appointment,
Proxi iven holder £ ration’ i ion
The provisions of gubsections 1 to 7 apply to proxies given by
h holder £ corporation’ bon ntur r her
1i ions when righ i nferr h holder
h rticl f incorporati £ rporati rmi
by section 722, subsection 1.
724 har held@ by nomin
1. Recogmition of beneficial owner as shareholder, A
r ion m ish which nefici
er of shares th re_regqgi r in the n £ i i
r nize h orporation h hareholder Th xten £
r nition m rmin in th r r
Pr T for r ition r
subsetion 1 may set forth:
Th £ min which i ies:
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2 B. The rights or privileges that the corporation recognizes
in a beneficial owner;
4
C. The manner in which the procedure is selected by the
6 nominee:;
8 D, The information that must be provided when the procedure
is selected:
10
E The eriod for which election f he r r is
12 effective; and
14 F. Other aspects of the rights and duties created.
16 725. ration's acc ce of votes
18 1. Corresponding name. If the name signed on a vote,
consent, waiver or proxy appointment corresponds to the name of a
20 shareholder, the corporation, if acting in good faith, is
entitled to accept the vote, congsent, waiver or proxy appointment
22 and give it effect as the act of the shareholder,
24 2, Different name, I1f the name gigned on a vote, consent,
waiver or proxy appointment does not correspond to the name of
26 i reholder h r ion, i i i faith j
nevertheless entitled to accept the vote, consent, waiver or
28 proxy appointment and give it effect as the act of the
shareholder if:
30
A, The shareholder is an entity and the name gigned
32 purports to be that of an officer or agent of the entity:
34 B. The name signed purports to be that of an administrator,
b4 r rdian r r nti h
36 shareholder and, if the corporation requests, evidence of
fiduciary status acceptable to the corporation has been
38 r n with r h n waiver b
appointment:
40
The n ign rpor h £ r iver r
42 ru e _in nkr b h hareh i h
44 the corporation has been presented with respect to the vote,
consent, waiver or proxy appointment:
46
Th n rpor h 1
48 neficial owner r -in- har r an
i h rporati r iden 1 h
50 ration of th i ry’ hori i for th
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hareholder has_been resented with res 0 h v
consent, waiver or proxy appointment; or

E. Two or more persons are the shareholder as cotenants or

fiduciaries an he n ign urpor he n £
least one of th o-owners_an h erson signin r
be actin half of all o-owner
Rejection oriz A rporation i nti
reje v nsen waiver r rox oin n if h
secretary or other officer or agent authorized to tabulate v s
cting in good faith, has re nable is for o) h

validity of the signature on it or about the signatory's
authority to sign for the shareholder,

4 N liable for A rporati ngd i fficer
r nt wh c r rej a e nsen waiver or X
appointment in good faith and in accordance with the standards of
this section or section 723, subsection 2 are not 1liable in
h hareholder for th n n f th n
r rej ion : '

r i i rpor i n _th
acceptance or reijectio of a vote, consent, waiver or proxy
appointment wunder this section is valid unless a _court of
competent jurisdiction determines otherwise.

72 r hel minor
If the r r er of shar i minor an h har ar
nder thi h r minor rdian_ or r
repr n iv f the minor 1l or i n
f the minor he minor m n hereafter disaffirm or
that vote.
727 r in ir for i T
r v n
r m k n_on m r m n i
r i wi h m r 1 h
rpor ! rti incor n r i r
herwi m r ntitl h
m h n r r £f th
up_ for n on th m T
2 r n r

r r m i m

for r o he remainder of the m i r_an
r n £ W I r
r th rn m
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3. Voting requirement. If a _quorum_ exists, action on_a
matter ther than the el ion of director votin ro
is approved if the votes cast within the voting group favoring

he tion exceed the votes cast o sin he action unless th
corporation's articles of incorporation or this Act requires a
reater n er of affirmative votes

4 Alterin or r ing r ir n An n n f
rporation's rticles f incor ion in h in or
eletin a orum or _votin regquiremen for votin r

greater than specified in subsection 1 or 3 is governed by
section 729,

5. Election of directors. The election of directors is
governed by section 730,

6. Application to mutual insurer, This section does not

appl any mutual insurer a fined in Title 24-A ion 401.
728. Action b ingle and ltiple in T

1. Voting by single voting group. If a corporation's

articles of incorporation or this Act provides for woting by a
single voting group on a matter, action on that matter is taken

wh upon b h voti r a rovi in ion 727
2 Voting b ltiple i I rporation’'
articles of incorporation or this Act provides for voting by 2 or
more in r n m r ion on th m r i ken
n wh
r 1 rovi i ion 727 A m ken
i T n r h ken
nother in rou ntitl n_the m r
2 r r I r ing r ir n
1 r r n b ir n'
articles of incorporation may provide for a greater quorum or
in r irem T reholder in r
r n r A
2 Amen n £ icl £ in rati An n n
rporation’ i incorporation n r
1 r r r r ing r irem m m h
irem n h n
ir k n in
remen n in ef r W,
is greater.
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§730. Voting for directors; ulative votin
1 Election lurali Un herwise provided in
rporation's articles of incorporation irector re _elected
lurality of the vote st by th har entitled to vote in

the election at a meeting at which a gquorum is present.

2, No right to cumulate votes. Shareholders do not have a

righ ul heir v for directors unless a
rporation's articles of incorporation rovi

3. Cumulate votes: method. A statement included in a
corporation's articles of incorporation that "all or a designated
votin rou f shareholder r ntitl 1la heir vo
for directors," or containing words of gimilar import, meansg that
the shareholders designated are entitled to multiply the number
of votes they are entitled to cast by the number of directors for
whom they are entitled to vote and cast the product for a single

A The m ing noti r _prox men mpanyin h
noti e nspi 1 h lati in i
hori : or
B, A shareholder who has the right to cumulate votes gives
noti h orporation n 1 han 48 hour for h
im for th in h hareholder' nten
h r ! i
hareholder gi his noti 1 her r
ntitl 1 heir with ivin her
notice.,
731 r f el i
A in n i r r
r i n i iti n
n mark main n r m mber
i r £ili i
r rpor nm in r more in by
r k W,
n ! min i k n ign
ithf i w
i i f th ! ili
i fi r A n :
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A, Ascertain the number of shares outstanding and the
votin ower of ch;

B. Determine the shares represented at a meeting:

C. Determine the validity of proxies and ballots:
D. Count all votes; and
E. Determine the result.

3, Officer: employee. An inspector may be an officer or
employee of the corporation,

SUBCHAPTER 111

VOTING TRUSTS AND AGREEMENTS

741. Votin rust

1, Creation of voting trust, One or more shareholders may

m
rea a voting tru nferring on a trust he righ
or otherwise act for them, by signing an agreement setting out
the provisions of the trust, which may include _anything
nsi nt with i r ran rrin heir shar h
trustee, When a voting trust agreement is signed, the trustee
shall prepare a list of the names and addresses of all owners of
beneficial interests in the trust, together with the number and
class of shares each transferred to the trust, and deliver copies
of the list and agreement to the corporation's principal office,

2 Eff iv £ in ru A votin r m
£ i n_th he fir har ]
register in th r ' A in r i lid f
n mor han 21 r i f i nl n

under subsection 3.
3. Extension authorized, All or some of the parties to a

in r m extend it for itional rm n mor han
21 r h igning wri n nsen h X i
X ion i vali for 21 e

m liver ie £f the xtensi
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1. Creation of voting agreement. Two or more shareholders
may provide for the manner in which they will vote their shares
by signing an agreement for that purpose. A voting agreement

created under this_ section is not subject to the provisions of
section 741.
2 Enforc le. A_votin agreemen reated nder his

ection is specifically enforceable.

3. Rescission. _Any purchaser of shares for value that are
subject to a voting agreement who, at the time of purchase, did
not have knowledge of the existence of the agreement is entitled
to rescission of the purchase against the transferor of the
shares. An action to enforce the right of rescission authorized
by this subsection must_ be commenced within the earlier of 180

days_after discovery of the existence of the agreement or 2 years
after th im £ rchase of the shares.

74 hareholder T n
1. Shareholder agreement effective despite inconsistency
with Act., An agreement among the shareholders of a corporation
that complies with this section is effective among the

shareholders and the corporation even though it is inconsistent
with one or more other provisions of this Act in that it:

A, Eliminates the board of directors or restricts the
discretion or powers of the board of directors:
B G n h horizati makin istri ion
whether or not in proportion to ownership of shares, subiject
to the limitations in section 651:
C. Establishes who are directors or officers of the
rporati r ir rm f offj aner of 1 ion
or removal;
vern in neral or in r r ific m r
the exercise or division of voting power by or between the
shareholders and directors or by or amopg any of them,
E E lish n ition reemen
for th ransfer £ isi
i e ration
ir r fficer f r ion
r mor
r h
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owers or to manage th business and affairs of he

corporation, including the resolution of any issue about

which there exists a deadlock among directors or
shareholders;

G. Requires dissolution of the corporation at the request

f one or mor f the shareholder r upon th rren £

a specified event or contingency: or

H. Otherwise governs the exercise of the corporate powers
or the management of the business and affairs of the
corporation or the relationship among the shareholders, the
directors and the corporation, or among any of them, and is

n ntrary to public polic

2, Requirements for shareholder agreement, An agreement

authorized by this section must comply with each of the following
paragraphs.

A The agreement m forth:
1 In th rticles f incorporation or law n
approved 11 rson wh r hareholder h
im f th reement;: or
2 In a wri reemen h i signe b 11
rsons wh r hareholder im £ h
reemen nd is m known h rporati

B. The agreement must be subject to amendment only by all

persons who are shareholders at the time of the amendment,
nl h reemen rovide herwi r nl h
nt is n ion
Th reement m i for n_ unlimij rm
nl he agreemen i herwi
N ion £ xi n n i h
n f an reemen horiz hi ion mu
noted conspicuously on the front or back of each certificate for
nding share r on the information m r ir
section 627, subsection 2. JIf at the time of the agreement the
rporation shall r 1 h ndin rtifi n
bsti rtifi h mply with thi ion
failur n h xi nc reem n
r informati men n f h lidi
reemen r n ion ken r n i An
har wh im r i
knowl f h xi £ h reem i i
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rescission_ of the purchase. A purchaser is deemed to have
knowledge of the existence of the agreement if its existence is
noted on the certificate or information statement for the shares
in compliance with this subsection and, if the shares are not
represented by a_ certificate, the_ information statement is
delivered to the purchaser at or prior to the time of purchase of
the shares. An action to enforce the right of rescission
authorized by this subsection must be commenced within the
earlier of 18Q days after discovery of the existence of the
agreement or 2 years after the time of purchase of the shares.

4. Agreement. ceases to be effective. An agreement
authorized by this section ceases to be effective when shares of
he rporation are 1lis n national riti xchan r
regularl r in mark maintained b n rm member £
a2 national or affiliated securities association, If the
agreement ceases to be effective for any reason, the board of
directors may, if the agreement is contained or referred to in
the corporation's articles of incorporation or bylaws, adopt an
amendment to the articles of incorporation or bylaws, without
shareholder action, to delete the agreement and any references to
it.

5, Limitation on discretion or powers of directors limits
liability of directors. An agreement authorized by this section
that limits the discretion or powers of the board of directors

1i he dir r f ngd im n th rson or n
in whom such discretion or powers are vested, liability for acts
r omissions im w ir p:4
discretio or powers of the directors are limited by the
agreement, '

ir r h rovisi i i x
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ex

nt an agreement on he shareholders of corporation th

complies with this section expressly provides otherwise.

A. The shareholders of the corporation are deemed directors
for purposes of applying provisions of this Act when the
ntext requires and hav he wer f dir or nder thi

Act.

B. The shareholders of the corporation, when taking actions
required of directors under this Act, have liability to the
extent otherwise imposed by law on directors under this Act,

c. When acting as directors, shareholders approve a
rpora action b vote of their share nd n r

capita vote.

D. An n n delete rovision th limin a
rd of dir rs from th rticl f incorporation m
b majori f the vo ntitl
each voting group entitled to vote as_a separate voting
group on that amendment. :

E. Th rovision f i 3 n 1

certificates of shareholder-managed corporations issued
prior to the effective date of this Act but apply to all
certificates or information statements issued by

shareholder-managed corporations issued after the effective
his A

F. The principles . applicable to shareholder-managed
corporations referred to in this subsection may bhe varied by

r i rpor i n reemen har r

long as that agreement complies with and is governed by the

rovision £ i 7

SUBCHAPTER IV

RIV. VE P

in 1 h r nl h wi

indicates, the following terms have the following meanings,

Page 61-LR1981(2)

COMMITTEE AMENDMENT



10
12
14
16
18
20
22
24
26
28
30
32
34
36
38
40
42
44
46

48

COMMITTEE AMENDMENT "//|" to H.P. 283, L.D. 361

2., Shareholder. 'Shareholder" includes beneficial owner

whose shares are held in a voting trust or held by a nominee on

he beneficial owner's behalf.

§752. Standing

A_shareholder may not commence or maintain a derivative
roceeding unless the shareholder:

1 Shareholder a i £ r mission. Was a
shareholder of the corporation at the time of the act or omission

complained of or became a shareholder through transfer Dby
operation of law from one who was a shareholder at that time:; and

2. PRepresents interests. Fairly and adeguately represents
the interests of the corporation in enforcing the right of the
corporation.

753. Demand

A shareholder may not commence a derivative proceeding until:

1 Wri n 4 q A wri n mand h n_ma n th

corporation to take suitable action; and

2, Expiration of 90 days. Ninety days have expired from
he h mand w m nl h hareh r h rlier
been notified that the demand has been rejected by the
corporation or unless irreparable injury to the corporation would
result by waiting for the expiration of the 90-day period.
754 f proceedin
If th rporation mmen n ingquiry in h 11 ion
in th omplai r n nder ion 7 h rt m
ri iv r i £ ri h r
n r ropri
7 Dismi 1
Dismi 1 in T
r 11 i i i r
X ifi in ragraph min ith
fter n in r n in n_wh i nclusion
h he maintenan f th i
n in rpor :
A nel of on b nden in
r i rati
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the burden of proving that the panel or the determination

did not meet the standards required in this subsection:

B. A majority of independent directors present and voting

meeting of the boar f directors if the independen
directors constitute a guorum; or

C. A majority of a committee consisting of 2 or more
independent directors appointed by majority vote of

in ndent dire r resen nd votin m in £f th
board of directors, whether or not such independent
directors constituted a guorum.

2. Independence of director. Grounds for a director to_be

include:

onsidered not independent for rpos £f thi i o n
A. The nomination or election of the director by persons
wh re defendan in the rivati roceedin r in

whom action is demanded;

B, The naming of the director as a defendant in the

ri iv r in r rson in whom ion 1
demanded; or

The - roval ir r of th in llen
in the derivative proceeding or demand if the act resulted
in n rsonal nefi h ir
lain 11 wi rti i

rt'’ r h r rmin h
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proposed discontinuance or settlement will substantially affect
the interests of the corporation's shareholders or a class of
shareholders, the court shall direct that notice be given to the
shareholders affected.

757. P ent of e nses

On termination of the derivative proceeding the court may:

1. Corporation to pay plaintiff's expenses, Order the
corporation to pay the plaintiff's reasonable expenses, including

attorney's fees, incurred in th roceeding if it finds th the

proceeding has resulted in a substantial benefit to the
corporation;

2, Plaintiff to pay defendant's expenses. Order the
plaintiff to pay any defendant's reasonable expenses, including
rney's fe incurr in fendin r ing if it fin
ha h roceedin was mmenced r maintain without
reasonable cause or for an impr r rpose: or

Improper pu . rder r t n in

rty's r nable expen includin rney's f incurr
because of the filing of a pleading, motion or other paper, if it
finds after reasonable inquiry that the pleading, motion or other
r w not well groun in f r warran b xisting law
r faith r for xtension, modifi ion X
reversal f xistin law and w i r for impr r
r such har r nn r 1 r needl

increase in the cost of litigation,
7 Appli ili forei rati

In any derivative proceeding in the right of a foreign

rporation he m r i r X for
sections 754, 756 n 157 T n h law h
jurisdiction of incorporation of the foreign corporation,
CHAPTER 8

1 R ir nt: i ir r
r f dir r i 7
ion m r
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2, Corporate powers. All corporate powers must __be

exercised by or under the authority of, and the business and
affairs of the corporation managed under the direction of, the
corporation's board of directors, subject to any limitation set
forth in an agreement authorized under section 743 or in the
corporation's _articles of incorporation,

2. lification f dir T

The corporation's articles of incorporation or bylaws may

prescribe qualifications for directors. A director need not be a

resident of this State or a shareholder of the corporation unless
the articles of incorporation or bhylaws so prescribe.

§803. Number and election of directors

1. Number of directors. A corporation's board of directors
must consist of one or more individuals, The corporation's

articles of incorporation or bylaws may fix the number of
directors or otherwise regulate the size of the board.

2, Increase or decrease in number, Unless the
ration' articl f incorporation r law rovi
otherwise, the number of directors may be increased or decreased

from time to time by resolution of the shareholders or_ the

directors. A decrease in the number of directors may not have
the effect of shortening the term of any incumbent director.

3. Election. Directors are elected at the first annual
shareholders' meeting and at each annual meeting thereafter
nl heir rm T r n ion
04 El ion of dir r rtain cl f sh holder
If h rporation' rticl f incorporation horiz
i h r i 1 h rti m 1 riz
h 1 ion £ 1 r ifi n h
£ e or mor h z h
f shar ntitl r mor i rs 1 r
in r for r £ ion r
Term f dir r
Terms of initi ir r Th rm f the initi
ir £ r i i i r '
which di r r
£ n ir ) o rm
r Xpir n har rs' m
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following their election unless their terms are staggered under
section 806.

3. Decrease in number of directors, A decrease in the
number of directors does not shorten an incumbent director's term.

4. Term of director elected to fill vacancy. The term of a
director elected to fill a vacancy expires at the next
shareholders' meeting at which directors are elected or, in the
case of staggered terms, at such other time as the corporation's
articles of incorporation may provide.

5. Continue service. Despite the expiration of a
director's term, the director continues to serve until a
successor is elected and qualifies or until there is a decrease
in the number of directors.

8 ered terms for dire r

The corporation's articles of incorporation may provide for
staggering the terms of directors by dividing the total number of
directors into 2 or 3 groups, with each group containing, as
close as possible, 1/2 or 1/3, as the case may be, of the total,
In _that event, the terms of directors in the first group expire
at the first annual shareholders' meeting after their election,
the terms of the 2nd group expire at the 2nd annual shareholders'
m in fter their el ion an h rm f th r r i
any, expire at the 3rd annual shareholders’ meeting after their

1 ion A each nn hareholders' m i her r
directors must be chosen for a term of 2 years or 3 years, as the
se m su d those wh rm Xpir

07 Resignation of dire r

1. Notice of resigmation. A director may resign at any
im ivering wri n_noti h rporation’
i ri hair or h rpor n
2 Eff ive A resignation £f£ i when n
iver nle h i ifi 1 r
in i ot 1limj n_ whi ifi
future event occurs,
R 1l of dirx r harehold
h hol m rem r m wi r
with nl n' r
by ir rs m be remov n r r
m h holder 1 m n 1
h f removin ir n he m i i m
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state that the purpose, or omne of the purposes, of the meeting is

removal of the director.

1. Removal by votin roup. If irector i lected a
voting group of shareholders, only the shareholders of that
in r ma rtici e in the vote rem h irector.

2, Cumulative voting., If cumulative voting is authorized,
a_director may not be removed if the number of votes sufficient
to elect that director under cumulative voting is voted against
that director's removal. If cumulative voting is not authorized,
a director may be removed only by the affirmative vote of at
least 2/3 of the shares entitled to vote on the removal. The
corporation's articles of incorporation may require a greater or
lesser vote in order to remove directors but not less than a
majority of wvotes cast, including, but not limited to, the

n i f unanim v f shareholder r rel n in
group.,

R val of dir I judici ) o in

1. Removal by Superior Court. _The Superior Court of the
county where a corporation's principal office or, if there is no
rincipal offi in thi i reqgi ffi is 1

r
may remove a director of the corporation from office in a

r in mmenc r in the righ f th rporation if th

court finds that:

A. The dire r en in fr len n with r
he rporation or i hareholder r 1 h

position of director or intentionally inflicted harm on the
corporation; and

B, Considering the director's course of conduct and the
inadequacy of other available remedies, removal would be in
the best interest of the corporation.

2 1y wi ir n A reh r in
half h rporati nder ion hall m wi

all of the requirements of chapter 7., gubchapter IV, except
section 752, subsection 1,

B from reel n o i ition rem
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1. Vacancy. Unless the corporation's articles of
incorporation or bylaws provide otherwise, if a vacancy occurs on
a board of directors includin vacan resultin from an
increase in the number of directors, the vacancy may be filled:

A. By the shareholders:

B. By the corporation's board of directors: or
cC. If the directors remaining in office constitute fewer

han a rum_of the ard h ffirmativ of

majority of all the directors remaining in office.

2. Voting _group. If the vacant office was held by a
director elected by a voting group of shareholders, only the

holder f share f th votin rou r ntitl

fill the vacancy if it is filled by the shareholders,

3. Specified date of vacancy. A vacancy that will occur at
a specific later date may be filled before the vacancy occurs but
the new director may not take office until the vacancy occurs,

811 nsation of dir r

Unless the corporation's articles of incorporation or bylaws
provide otherwise, the corporation's board of directors may fix

h mpen i f dir r

SUBCHAPTER 11
MEETIN AND A F ARD
21 ings
ion Th ration' r rs m
r or 1 n h
Partici i ir r rpor n'
rticl f incorporati r law rovi wi h
' r i m
by i in r 1 r ial m in n
m n r h th n n mmuni which
11 r T r m imultan hear h h
he m in A ici m
mean m r n he m
22 Action wi in
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COMMITTEE AMENDMENT 'y |" to H.P. 283, L.D. 361

l. Action without meeting. Except to the extent that the

corporation's articles of incorporation or bylaws require that

action by the corporation's board of directors be taken at a

meeting, action reguired or permitted by this Act to be taken by

a corporation’'s board of directors may be taken without a meeting

if each director signs a consent describing the action to be

taken and delivers it to the corporation.

2 live f nsents: rev ion. Action ken under

this section is the act of the corporation's board of directors
when one or more onsent igne b 11 h irector ar

delivered to the corporation. The consent may specify the time
at which the action taken under the consent is to be effective.
A director's consent may be withdrawn by a revocation signed by
the director and delivered to the corporation prior to delivery

o th rporation of unrevoked wri n nsen ign 11 of

the directors.

. Effe of signed consent. nsen igned under thi
section has the effect of action taken at a meeting of the
corporation's board of directors and may be described as such in

n nt
2 ice of meetin

incorporation or bylaws provide otherwise, regular meetings of
the corporation's board of directors may be held without notice
im 1 r r he m i
2. Special meetings. Unless the corporation's articles of
i rporation or law rovi r longer h r ri
special meetings of the corporation's board of directors must be
r le 2 ' noti f th im la
of the meeting. The notice need not describe the purpose of the
i m in 1 ir h ration’ rti £
incorporation or bylaws.
i i n h ! rti
in r n or law herwi i ial m i f
h rporation r f dir rs m 11 h
h r h r r h 1 n r
ig_unable to act, by any vice-president, by any 2 directors or by
n r rson or o horiz h W
i i w n r
ir rsuan ion h r r r clerk
i h i i rson
1lin he m i m n h noti Th n in h
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COMMITTEE AMENDMENT '¥{" -o H.P. 283, L.D. 361

special meeting shall set th ime of the meeting and nless the

lace of meetings is_specifie in he bylaws r b rior
resolution of the director the place of the meeting.

24, Waiver of noti

1 Wai notice of etin A ir r m waiv n
notic required b hi A h corporation' rticle f
incorporation or bylaws for r after th n ime e
in the noti Ex rovide i 2 waiver
m e in writin igned b h ir r entitl he noti

and filed with the minutes or corporate records.

2. Attendance at meeting waives requirement of notice. A
director's attendance at or participation in a meeting waives any
r ir notic t ha ir r f he m in unles h
director at the beginning of the meeting or promptly upon the
director's arrival objects to holding the meeting or transacting

in a he meetin n n reafter for r

assent to action taken at the meeting.

bjection ion taken in If m in
otherwise valid of the corporation's board of directors is held
without call or notice when a notice is reguired, any action

ken he meeting i em ratifie ir wh id n

n nl fter 1 in h ion

impropri f the m in h ire r mak rom i ion
h ion ken

25 r votin
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Majori vote If uorum is present when v i
taken, the affirmative vote of a majority of directors present is
he a f he corporation' board of directors unles h

corporation's articles of incorporation or bylaws require the

vote of a greater number of directors.

4 Digsent; stention. A dir r who i r nt a
meetin f the corporation's boar f dire rs or mmi £
he rporation's boar f irectors when cor ion
ken is deemed h ssent h ion k nl :
A, The dire r obje h innin f the meetin r
promptly upon arrival to holding or transacting business at
the meeting:
B. T dire r' issen r ab nti from the ion

aken is enter in the minutes of the meeting; or

C. The director delivers wri n noti f th ire s
dissent or abstention to the presiding officer of the
meeting before its adjournment- or to the corporation
immediately after adjournment of the meetin The righ f
issent or abstention is n vailabl irector wh
votes in favor of the action taken.
2 mmi es
1 rea omm3i nles h rticl f incorporation
r W rovide herwi rporation’ r f dir r
m n r mor mm3i n int member £f th
rporation's board of dir r rv n them. Each mmi
must have or more members, who serve at the pleasure of the
rporation’ ar f dir Irs.
Approval of mmi Th r ion of mmi n
intm of member mmi m r h
r r of:
A majori f 1 th ir r in fi when th
i i n; or

B, The number of directors required by th g corporation's

rticle f incorporation law i n
section 825,
R iremen 1 commi ion 21 2
mm n ir m r
A ri xten h '
r £ ir r or in th ration' icl £
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COMMITTEE AMENDMENT "[1" to H.P. 283, L.D. 361
incorporation or bhylaws, each committee may exercise the
authority of the corporation's board of directors under section
801.

5. No authority. A committee may not;:

A. Authorize distributions:

B. _Approve or propose to shareholders action that this Act
requires be approved by shareholders:

C. Fill vacancies on_the corporation's board of directors
or on any of its committees;

D. _Amend a corporation's articles of incorporation pursuant
to section 1005;

E. Adopt, amend or repeal a corporation's bylaws:

F. Approve lan f merger =n r irin hareh r

approval:;

G, Authorize or approve reacgquisition of shares, except
rdin (o) formul r meth r ri h

corporation's board of directors: or

H, Authorize or approve the issuance or sale or contract
for 1 f shar r rmin h i i nd relati
rights, preferences and limitations of a clagss or series of
r X h h 3 riz
committee or a senior executive officer of the corporation
within imi ifi i h
corporation's board of directors,
£ n b i 1 ion £
hor r n lon nsti
m n i r wi h n n
ion 1
R ITI
DIRECTORS
r £ n for di r
Basi r £ n
! r i W
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COMMITTEE AMENDMENT ”(&" to H.P, 283, L.D. 361

A. In good faith; and

B. In a manper the director reasonably bhelieves to bhe in

the best interests of the corporation.

2, General standard of care,. The members of the
rporation'’ boar f ir rs r mmi f th r

when becoming informed in connection with their decision-making
function or devoting attention to their oversight function, shall
discharge their duties with the care that a person in a like
position would reasonably believe appropriate under similar
circumstances.

3. Permitted delegation. In discharging board or committee
duties, a director who do n hav knowl
reliance unwarranted is entitled to rely on the performance by
any of the persons specified in subsection 5, paragraph A or C to
whom th rd m have del formall r informall
course of conduct, the authority or duty to perform one or more
of the board's functions that are delegable under applicable law,

4, Information provided by others, In discharging board or
committee duties, a director who does not have knowledge that
makes reliance unwarranted is entitled to rely on information,
opinions, reports or statements, including financial statements
and other financial data, prepared or presented by any of the
persons specified in subsection 5.

5. Standard for reliance. A director is entitled in
accordance with subsection 3 or 4 to rely on:

n r mor £fi r empl h rporation
whom the director reasonably believes to be reliable and
m nt in the function rform r the information

inion r r r men rovi :

B L 1 nsel 1i ntan r her rson

r in rporati m r in in ki

or expertise the director reasonably believes are matters
within the particular person's professional or expert

m n r which h rticul n _m
nfidence; or

C, A committee of the board of directors of which the
ir r is n mem if th ir nabl 1li
the committee merits confidence,
Inter o nsti nci. In dischargin hei
irec n fficer rporation m in
n inter i
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shareholders, consider the effects of any action_ upon employee
uppliers and customers of the corporation, communiti in which

offices or other establishments of the corporation are 1 e
nd all other pertinent factor

32 Standards of liabili for director

1 Basis _ for ntial liability. A dire by f
rporation is not 13 h rporation or i hareholder

for any decision to ke or n k cti r any failur
ake n action as irector unle h ar ertin

liability in a proceeding establishes that:

A, Any provision in the corporation's articles of

incorporation horiz s ion 202 sub ion 2

paragraph D or the protection afforded by section 872 for
actio taken in compliance with section 873 or 874, if
inter a bl h in h ir

not preclude liability: and
B. The challenged conduct consisted or was the result of:

1 Action in faith;

(2) A decision:

h ir r did n r n i
o) in th intere f th rporation; or
b A whi h ire r w n inform
n xten ir r r nabl 13
ropria in th ir n :
(3) A lack of objectivity due to the director's
familial, financial or businegs relationship with, or a
k in n ir r' mi ion
r ntr r rson h m r
r n wh
relationship or domination or control could reasonably
X h h ir ! ' n
r in h n n manner
h r r
X ation ff h n ish h
ir r did n lish e llen
w r 1 1 ir r i h
inter £ r 2
4 A in failur h ir r
ntion G i i i n
ffair i r i
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timely attention, by making or causing to be made
appropriate inquiry, when particular facts. and
circumstances of significant concern materialize that
would alert a reasonably attentive director to the need

therefor: or

5 Receipt of financial £i which h
director was not entitled or any other breach of the
director's duties to deal fairly with the corporation

and its shareholders that is actionable under
applicable law.

2. Additional elements. In addition to the burden set

forth in subsection 1, the party seeking to hold the director
liable:

A For mone es h h rden of lishin hat:

m h rporation or i hareholders h
en suffered; an

2 The harm suffer was roximatel use h
ir r' llen :

B, For money payment under a legal remedy, such as
compensation for the unauthorized use of corporate assets,

W ver r i r m f
lish h h h i ropri in h
ir nces; or

c. For money payment under an eguitable remedy, such_ as

£fi ver r men h r n
wh ver r ion rden m 1 for 1i
h h i 1 rem h i ropri i h
ir nces.

[t ¢
-

er £

A, In any instance when fairness is at issue, such as
nsi ion £ irn £ r ion h
ration un ion 87 i r h
lter th x rovin £ lack fairn

i 3 or ran ion inter nder ion 872:
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cC. Affect any rights to which the corporation or a
shareholder may be entitle nder another law of this State
or the United States.

3 Director's liabili for unlawful distributions
1 Personal 1i li A director wh for or n
istribution in ex f wh m horiz and_ma
r ion 1 i i rsonally liabl h
rporation for the amoun £f th istri ion th X wh

could have been distributed without viclating section 651,
subsection 1 if the party asserting liability establishes that

when kin he action th ir r did n mply with ion
831.
2 Contribution; recou n A dir r held 1liabl nder
ion 1 for an unlawful distribution i itl :

A, A, contribution from every oth g director who could be
1 liable nder i r h nlawful

distribution; and

R upment from h shareholder h r rtion
f the un f th nlawf distri ion_ th hareh
e d, knowin he distri ion w m in violation of

ion 651, subs ion

Pr edin nfor liability: 2-— r ri A
r in nfor h liabili £ ir r nder

ion 1 i rr nl i i n within 2 sar

41 R ir offi
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1. Officers. A  corporation must have the officers
described in its bylaws or appointed by the corporation's board

f directors in accordan with the laws.

2, Officer may appoint another officer. A duly appointed
officer may appoint one or more officers or assistant officers if
horized by the bylaw r the rporation’ r f dir rs.

- Pr ration of miputes. The bylaw r the rporation

r £ irectors hall lega n £ he fficer
responsibilit for reparin minutes of h irectors' an
shareholders' meetings and for uthenti in r rds of he

corporation,

4, Multiple positions. The same individual may
simultaneously hold more than one office in a corporation.

42 i f offi

1, Sources of duties. An officer has the authority and
shall perform the duties set forth in the bylaws or, to the
extent consistent with the bylaws, the duties prescribed by the
corporation's board of directors or by direction of an officer
authorized by the corporation's board of directors to prescribe
the duties of other officers,

assume that the officer designated as president has authority to
make, on the corporation's behalf, all contracts that are within
the ordinary course of those businesses in which the corporation

i lre ngaged.

£i when rformi

in rpor
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2. Basis for reliance. In discharging duties under section
842, an officer who does not have knowledge that makes reliance
nwarranted is entitled to rel n:

A The rformanc f properl legated responsibilitie
b n r more empl f the corporation whom th fficer
reasonably believes to bhe reliable and competent in
performing the responsibilities delegated:
B Information, opinion r rts men includin
financial statemen nd her financial d r red or

resent b ne or more empl f th rporation whom
the officer reasonably believes to be reliable and competent
in the matters presented: or

. Legal counsel 1i accountan r her rsons
retained by the corporation as to matters involving skills
or expertise the officer reasonably believes are matters
within the particular person's professional or expert

ompetenc r which h icular rson meri

confidence.

3. Basis for potential liability. An officer is not liable
to the corporation or its sharehglders for any decision to take
or not to take action, or any failure to take any action, as an
officer if the duties of the office are performed in compliance

with thi ion. Whether an officer wh n m with
this section has liability depends on applicable law, including
those principles of section 832 that have relevance,

44 Resignation o 1l of offi

i includin n imi im whi m
ifi £ r v h ration'
ir h . o . ficer
i h rporation' r r
fficer m fill th ndin n r £ i ime i
rporation's r f ir r
h h r k i i h
effective time.
2 R val from offi A fficer m
3 r wi :
Th rporation'’ r ir 2
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B. The officer who appointed that officer, unless _the
bylaws or the corporation's boar of directors rovides
otherwise: or

c. Any other officer if authorized by the bylaws or the

corporation's board of directors.

3. Appointing officer defined. As used in this section,
"appointing officer" means the officer, including any successor
to that officer, who appointed the officer resigning or being
removed.

84 ntra rights of officer
1. No implie contrac rights. The intmen of n
officer does not itself create contract rights.
2. Effect of removal or resigmnation on contract rights. An

officer's removal does not affect the officer's contract rights,
if any, with the corporation. An officer's resignation does not

affect the corporation's contract rights, if any, with the
officer.
846. lerk

rk nless the rporation' rticl f incorporation
reserves appointment of the clerk to the shareholders.
i Th lerk shall form th ion rj
ions 1 n 2 nl herwi rovi h
bylaws, the clerk shall keep on file a list of all shareholders
of the corporation and keep. in a book kept for that purpose., the
records of all shareholders' meetings, including records of all
nd min he m i h r m
h rk h i £ffi noth i

SUBCHAPTER V

Page 79-LR1981(2)

COMMITTIEE AMENDMENT



COMMITTEE AMENDMENT 'ﬂ/” to H.P. 283, L.D. 361
2 INDEMNIFTCATION AND ADVANCE FOR EXPENSES

§§512 Definitions

As used in thig subchapter, unless the context otherwise
8 indicates, the following terms have the following meanings.

10 1 oration "Corporation" includ an mesti r
foreign predecessor entity of a corporation in a merger.

12

2, Director; officer. "Director" or "officer" means an
14 individual who is or was a director or officer, respectively, of
a corporation or who, while a director or officer of the
16 corporation, is or was serving at the corporation's request as a
director, officer, partner, trustee, employee or agent of another
18 domegtic or foreign corporation, partnership, Jjoint venture,
trust, employee benefit plan or other entity, A director or
20 officer is considered to be serving an employee benefit plan at

22 to the corporation also impose duties on, or otherwise involve
services by, the director or officer to +the plan or to

24 rticipants in or neficiaries f h lan "Dir " r

28

"officer" includes, unless the context requires otherwise, the
26 estate or personal representative of a director or officer.
3. Disinterested director, "Disinterested director" means
ir r _wh h im £ ferr in ion 4
subsection 3 or a_ vote or selection referred to in section 856,

30

32

34

36

38

40
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subsection 2 or 3, is not:

A A rty t h r ing: or
B An indivi 1 havin familial inancial rof ional
r mpl n rel nsh with I W
indemnification or advance for expenses is the subject of
the decision being made, which relationship would, in the
circumstances, reasonably be expected to exert an influence
h irector’ ' nt when in n th igi in
made .
4 nges. "Ex " incl ney’
Liabilit “"Liability" mean h i ion
n m n in i i
wi n
i rr with r r in
fficial i "Official ity" means:
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COMMITTEE AMENDMENT ”F?" to H.P. 283, L.D. 361

A, When used with respect to a director, the office of

director in a corporation; and

B. When used with respect to an officer, as contemplated in
section 857, the office in a corporation held by the officer.

"Qfficial capacity" does not include service for any other
m ic or foreign orporation r n rtnershi joint
ntur rus emplo benefi lan or her enti

7. Party. "Party' mean n_ _individual w W i r i
hreatened to be mad fe n rr ndent in r in
8. Proceeding. "Proceeding" means any threatened., pending
or completed action, suit or proceeding, whether civil, criminal,
ini iv rbitrativ r in i i nd_whethe formal

or informal.

2 Permissible indemnifi ion

A Th individual’ n w in faith

individual reasgonably believed:

1 In h f n in indivi 1
i r I h h ivi ! n W
in the best interests of the corporation:
2 In !
w in h
corporation: and
n imji i h
individual had no reasonable cause to believe the
indivi ' n W nlawful; or
B, The individual enrgaged in conduct for which broader
indemnificatio has heen made permissible or obligatory
under a provision of the corporation's articles of
incorporati horiz ion 2 i
paragraph E.
1 nefi 1 h n ir r with
n_em nefi n r h ir
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COMMITTEE AMENDMENT 1%/" to H.P. 283, L.D. 361

reasonably believed to be in the interests of the participants
i and the beneficiaries of, the plan is conduct that satisfies

the reguirement of subsection 1, paragraph A,

3. Termination of proceeding. The termination of a
proceeding by judgment, order, settlement or conviction or upon a
1 f nolo contender or i ivalen i n f i 1f
determinative that the director did not meet the relevant
standard of conduct described in this section.

4, Court order. Unless ordered by a court under section

855, subsection 1, paragraph C., a corporation may not indemnify
one of its directors:

A, In connection with a proceeding by or in the right of
the corporation, except for reasonable expenses incurred in
connection with the proceeding if it is determined that the
director has met the relevant standard of conduct under
subsection 1: or

B In connection with an r in with r

conduct for which the director was adjudged 1liable on the
basi that the director received a financial benefit to
which the director was not entitled, whether or not

i

i
involving action in the director's official capacity.
85 o in ification

A rporation 1 indemni ir r _wh wholl

w
successful, on_ the merits or otherwise, in the defense of any
h

r in which th ire r w r ir r
W i T f th rporation i nabl pe

incurred by the director in connection with the proceeding.

54 A e for e .

A wri firmation i ! fai
lief tha ir h m rel n ndar

inv n r whi iabili

incorporation hori i 2 i 2

paragraph D; and
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B. The director's written undertaking to repay any funds
advanced if the director is not entitled to mandatory
indemnification under section 853 and it is_ultimately
determined under section 855 or 856 that the director has

not met the relevan standar £ n escribed in

section 852.

2. Unlimited obligation. The___undertaking required by
subsection 1, paragraph B must be an unlimited general obligation
of the director but need not be secured and may be accepted
without reference to the financial ability of the director to
make repayment.

14

16

18

20

22

24

26

28

30

32
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38
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3. Authorization. Authorizations under this section must

A. By the corporation's boar f dire rs:

(1) If there are 2 or more disinterested directors, by
a majority wvote of all the disinterested directors, a
majority of whom for this purpose constitutes a gquorum,

r majori f the m r £ mmi f 2 or

more disinterested directors appointed by a majority

vote of all th isinter ir rs: or

2 If ther re fewer than 2 disinter ir r
b he vo n ry for i h rporation'
board of directors in accordance with section 825,
subsection 3, in which authorization directors who do
not gqualify as disinterested directors may pgr;icipg;g;

or
B B h hareholder har wn r v nder
he ntrol of ir r wh h im n alif
as a disinterested director may not be voted on _the
rization
—order in ifi ion: for
1i ion £ in ifi ion A _di r
i r in h ir r i
h rporati for indemnifi i r an
n for expens r n in h r in r
h r f m n jurisdicti Af r i £
i ion nd af iyi n noti h r nsider
r h hall:
rder indemnifi i i h rmi h
ion 853:;
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COMMITTEE AMENDMENT " V|" to H.P. 283, L.D. 361

B. Order indemnification or an advance for expenses if the
court determines that the director is entitled to
indemnification or an advance for expenses pursuant to a
provision authorized by section 859, subsection 1: or

C. Order indemnification or an advance for expenses if the
court determines, in view of all the relevant circumstances,
that it is fair and reasonable:

1 To indemnify the director: or

2 To advan expen h ir r even 1 h
director has not met the relevant standard of conduct
set forth in section 852, s ction 1 fail o)
comply with section 854 or was adjudged liable in_a
proceeding referred to in section 852, subsection 4,
paragraph A or B, but, if the director was adjudged so
liable, the director's indemnification must be limited

o r nabl xpenses incurr i nn ion wi h
proceeding.

2, Court determines director entitled to indemmificatjon.
1f h rmin h h ir r i ntitl
indemnification under subsection 1, paragraph A or to
indemnification or an advance for expenses under subsection 1,

ragraph B he r hall al rder th r i
h ir ' r n Xpen in r in n ion with
obtaining the court-ordered indemnification or advance for
xpen If the r rmin h h ir r i nti
to indemnification or an advance for expenses under subsection 1,
r h h m r r i
director's reasonable expenses to obtain the court-ordered
indemnification or advance for expenses.

rmination ization ing ifi i

n if A m n ndemn r
bol ion 2 hor r
fter rmination h n h mnif ion
r rmi
r f n rth in 2
2 rmination rmissibili rmination wunder
ion h n nifi rm :
h i
rporation' r 3 r
nter W,
i 2 _gquorum, oOr by a
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members of a committee of 2 or more disinterested directors
appointed by a majority vote of all the disinterested
directors:

B. By special 1 1l counsel:

(1) Selected in the manner prescribed in paragraph A:
or

2 If ther re fewer than 2 disinter ire r
selected by the corporation's board of directors in
which selection directors who do not gqualify as

disinterested directors may participate; or
C. By the shareholders, but shares owned by or voted under
he control of ire r wh th ime d n 1if
as a disinterested director may not be voted on the
determination.
A rization Authorization of indemnifi ion m
m in th ame manner h rmination th indemnifi ion
is permissible, except that if there are fewer than 2
isinter ed irector r if h rmination 31 m
special legal counsel, authorization of indemnification must be
made by those entitled under subsection 2, paragraph B,
bpar h (2 1 ial legal counsel

expenses under this subchapter to an officer of the corporation
who is a party to a proceeding because that officer is an officer
f th rporation:
A T he sam xten ir r: an
B If th fficer i n icer i
further xten m rovi : h ration'
articles of incorporation, the bylaws, a resolution of the
corporation's board of directors or a contract except for:

h i :

2 Liabilj risin £

=]
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b An intentional infliction f harm n h

corporation or the shareholders; or
(¢) An intentional violation of criminal law.

2, Action of officer. Subsection 1, paragraph B applies to
an officer who is also a director if the basis on which the
officer is made a party to the proceeding is an act or omission
solely as an officer,

3. Mandatory indemmification. An officer who is not a

director is entitled to mandatory indemnification under section

n ma appl fo) r under ion 55 for

indemnification or an advance for expenses, in each case to the
xten o) which ir r m ntitl

indemnification or an advance for expenses under those provisions,
§858, Insurance

A rporation m r nd mai in insuran n half
of an individual who is a director or officer of the corporation,
or who, while a director or officer of the corporation, serves at
he rporation's requ a ire r fficer rtner
trustee, employee or agent of another domestic or foreign
rporation artnershi joint ventur r mpl benefit
lan r her enti i liagbili r in r
incurr hat indivi l in th a i r arising from th
indivi l's sta ir r ffi w her or n h
corporation would have power to indemnify or advance expenses to
he indivi 1l again h liabili nder thi h r.

rei r xpense i n with ion 4 An h
obligatory provision is deemed to satisfy the requirements for
horizati refer i i 4 i n
ion 3. An rovision th i ion
rovi indemnifi i full xten rmi law
i me 1i h rporation n for
i r X i wi i 4
xten rmi w
i rovi herwi
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2. Indemnify predecessor. Any provision pursuant to
subsection 1 may not obligate the corporation to indemnify or
advance expenses to a director of a predecessor _of the
corporation pertaining to conduct with respect to the predecessor
unless otherwise specifically provided. Any provision for
indemnification or an advance for expenses in the corporation's
articles of incorporation or bylaws or a resolution of the
corporation's board of directors or shareholders of a predecessor
of the corporation in a merger or in a contract to which the

red ssor is a par xistin he im he merger k

effect, is governed by section 1107, subsection 1, paragraph D.

3. Limit indemnification. A _corporation may, by a

provision in its articles of incorporation, limit any of the
rights to indemnification or an advance for expenses created by

r_pur n o this subch r.

4. A rance as wi « Thi ubch T n limi
rporation’ ower r reimbur expen incurre
i T r n fficer in nn ion with h ir r' r

officer's appearance as a witness in a proceeding at a time when

he dir r or officer is n a r

5. Maintain insurance. This subchapter does not limit a
corporation's power to indemnify, advance expenses to or provide
or maintain insurance on behalf of an employee or agent.

Exclusivi ) d a T

A corporatio may provide indemnification or advance

xpen a dir r or an officer onl s rmi hi
subchapter.
SUBCHAPTER VI

DIRECTORS® CONFLICTING-INTEREST TRANSACTIONS

71 finiti
A in thi h r 1 h herwi
indi he followin rms hav he following m ings.
1, Conflicting interest, "Conflicting interest" with
r rporati mean h inter i r of th
rporation h res in ran ion eff r_ pr
£f£ h rporati r idiar £ h
i T h i in whi h i h

controlling interest if:
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A, Whether or not the transaction is brought before th
rporation’ board of director for ion he dire r
knows at the time of commitment that the director or a
related person i art to the ransaction or has
beneficial financial interest in or so closely linked to th
r action an f uch financial significanc t h
director or a related person _that the _interest would
reasonably be _expected to exert an influence on _the
director's judgment if the director were called upon to vote
on the transaction: or

B. The transaction is brought, or is of such character and
significance to the corporation that it would in the normal
course _be brought, before the corporation's board of
directors for action, and the director knows at the time of
commitment that any of the following persons is either a
party to the transactio or has a beneficial financial

inter in_ or losely link (o} ran ion and of

such financial significance to the pergon that the interest
w reasonabl X r n i n h

director's judgment if the director were called upon to vote
on the transaction;

1 An i r than rporation f which
the director is a director, general partner, agent or
employee:

2 A rson th ntrol n r_mor £ ntiti

ifi in ragraph 1 r n nti h i
ntroll r i nder mmon ntr with n r
more of th nti i in ragraph

(3) An individual who is a general partner, principal

r empl r of th ir r

2 Dire r' licting-interest transaction,
. .. . Son” N
ration mean r ion £f£f r
h rpor n idiar rporati
n h nti in which rpor ntrolli
r r ing whi ir r f th r ion h

Rel rson "Rel rson'" :
A i ! r th ren r n
: h i ' hi ran
ren r th £ i
nt: an indj m h :
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or a trust or estate of which an individual specified in

this paragraph is a substantial beneficiary: or

B. A trust, estate, incapacitated person, conservatee or

minor of which the director is a fiducjary.

4, Required _dQisclosure. "Required disclosure" means
disclosure by the director who has a conflicting interest of:

A The existence and natur f the director's conflictin
interest;:; and

B. All facts known to the director respecting the subject

matter of the transaction that an ordinarily prudent person
would reasonably believe to be material to a judgment about
whether or not to proceed with the transaction.

5, Time of commitment., "Time of commitment" res tin

ran ion mean h ime when th ran ion i ns
or, if made pursuant to contract, the time when the corporation
Qr its subsidiary or the entity in which it has a controlling
interes come ontr uall ligat th i unil ral

withdrawal from the transaction would entail significant 1lo9ss,
liability or other damage,

72 ici ion

ran i £ff r £f rporation

or by a subsidiary of the. corporation or any other entity in

which the corporation has a controlling interest that is not a

director's conflicting-interest transaction may not be enjoined,

set aside or give rise to an award of damages or other sanctions

in roceeding b har 1 r in the righ £f th
r

r
corporation hecause a director of the corporation or any person

wi wh r which th ir rsonal mi r

association has an interest in the transaction.
2, Conflicting-interest transaction not enjoined if
n .

T . A dir r’ nflicting-inter nm
n njoin i r gi ri n awar £ r
other sanctions in a proceeding by a shareholder or by or in the
righ h rporation h i r or an rson with
whom or which th ir r_h rsonal mi X her

el

A i ' ion i h ion w
n im ken in mplian with ion 873:
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B. The shareholders' action respecting the transaction was

2 at any time taken in compliance with section 874: or
4 C. The transaction, judged according to the circumstances
at the time of commitment, is established to have been fair
6 to the corporation.
8 873 Directors’ action
10 1. Action_ respecting transaction, A directors' action
respecting a transaction is effective for purposes of section
12 872, subsection 2, paragraph A if the transaction received the
affirmative vote of a majority, but no fewer than 2, of those
14 gualified directors on the corporation's board of directors or on
a duly empowered committee of the board of directors who voted on
16 the transaction after either required disclosure to them, to the
extent the information was not known by them, or compliance with
18 subsection 2, except that action by a committee is effective
nder this section ly if:
20
A. All of the committee's members are gqualified directors:
22 and
24 B The committee' member r ither 1l th ifie
directors on the board or are appointed by the affirmative
26 f majori £ ifi ir r h rd.
28 2, Disclosure; conflicting interest. If a director has a
’ icting in st r in ran ion ither th
30 director nor a related person of the director as defined in
i 71 i r h i r
32 i if i r: r Vi r
nal ¢ r fidentiali n
34 n, r ing information relatin h ran ion h
irector m i ri i
36 71 4 i i
nt for r £ H
38
Discl h in ran n th
40 X n n f th ! £ i in
nd infor hem of har r an m
42 h u befor r :
44 Pl n r heir
iberation
46
. m W
48 i ir r n ration' ir n
f th ! ir r
50 ur mpl w
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The directors' action that otherwise complies with this section

is not affected by the presence or vote of a director who is not
a qualified director.

4, Qualified director, For purposes of this section,
"gualified _director" means, with respect to a director's
conflicting-interest transaction, any director who does not have
either:

A, A conflicting interest respecting the transaction; or

B. A familial, financial, professional or employment
relationship with a 2nd director who does have a conflicting
interest respecting the transaction when that relationship
would, in the circumstances, reasonably be expected to exert
an influence on the firgt director's judgment when voting on
the transaction.

74 hareholders' ign

1. Shareholders' action, Shareholders' action respecting a
transaction is effective for purposes of section 872, subsection
2, paragraph B if a majority of the votes entitled to bhe cast by
the holders of all gqualified shares was cast in favor of the

ran ion after:

A A noti w iven h hareholder ribin h

director's conflicting-interest transaction:
B. Provision to the secretary or other officer or agent of
the corporation of the information referred to in subsection
4: and
C. Required disclosure, as defined in section 871,
ion 4 h hareholder wh n h
transaction, to the extent the information was not known by
them,
2, Qualified shares., For purposes of this section,
" ifi hares' mean r nti wi
ir ' i - har
h h knowl for h £ h r r
h fficer or a ration h
r i 11 wh
n 1 ir wh
in h i r h
ir r r h
T A
1 har
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purposes of action that complies with this section, Subject to
subsections 4 and 5, shareholders' action that otherwise complies
with this section is not affected by the presence of helders of
shares that are not qualified shares, or the voting of shares
that are not gqualified shares.

4. Compliance. For purposes of compliance with subsection

1, a director who has a conflicting interest respecting the

transaction shall, before the shareholders' vote, inform the
cretar r other officer or n f the corporation horiz

to tabulate votes of the number and the identity of persons

holding or controlling the vote of all shares that the director

knows are beneficially owned or the voting of which is controlled
by the director or by a related person of the director, or both,.

5. Failure to_comply. If a shareholders' vote does not
comply with subsection 1 solely because of a failure of a

i r compl with ion 4 n if h ir by

establishes that the director's failure 4id not determine and was

n en b he ir r influen he m f th
o the court m with r withou further roceedin

respecting section 872, subsection 2, paragraph C, take such
i T in h r i h ir r an i h
effect, if any, to the shareholders' vote as it considers
appropriate in the circumstances.
CHAPTER 9
ICATI AND RST
SUBCHAPTER 1

DOMESTICATION

21 i ion
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domestication in the manner provided in this subchapter. The

laws of the foreign Jjurisdiction govern the effect of

domesticating in that jurisdiction.
3. Plan of domestication. A domestic business

rporation's plan of mesti ion in rdan with ion

2 must include:

A. The name of the jurisdiction in which the corporation is
to be domesticated:;

B. The terms and conditions of the domestication:

C. The manner and basis of reclassifying the shares of the
corporation following its domestication into shares or other
securities, obligations, rights to acquire shares or other
securities, cash, other property or any combination thereof:
and

D.  Any desired amendments to the articles of jincorporation
of the corporation following its domestication.

4 Amend pl A m ic busin rporation’ lan of

domestication submitted in accordance with subsection 2 may also

incl rovision th lan m n rior h
filing of the document required by the laws of this State or the
her Ijurisdiction n h m i ion X h
fter r 1l of th lan h harehol h lan m n

Th un r kin har her riti
1i ion righ i har h riti
cash or other property to be received by the shareholders

nder th lan;

B. The articles of incorporation of the corporation as they

wi ‘n . . lowi . .

except for changes permitted by section 1005 _or by
b rovisi f the law f tl bl surisdiction:

imi iden i n W W
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and the document does not refer to a domestication of the
corporation, the provision is deemed to apply to a domestication
of the corporation until such time after that date as the
provision is amended.

22 Action on plan of domestication

In the case of a domestication of omesti sin

corporation, in this section referred to as the "corporation," in
a foreign jurisdiction:

1 Pl adopted irectors Th lan of domesti ion
must be adopted by the corporation's board of directors:
2 hareholders’ roval After d i he lan £

domestication, the corporation's board of directors shall submit
the plan to the shareholders for their approval. The board of

directors shall also transmit to the shareholders a
recommendation that the shareholders approve the plan, unless the
board of directors makes a determination that because of
conflicts of interest or other special circumstances the bhoard of
directors should not make such a recommendation, in which case
h r £f di r hall ransmi h hareholder h

bagis for that determination:

3. Conditional submission. The corporation's board of
ir r ma ondition i mission £ n £
domestication to the shareholders on any basis:
4. Noti of etin I h r 1l of th harehol
f th lan of mestication under ion 2 i be given
m in h rporati e wh
or not entitled to vote, of the meeting of shareholders at which
h lan of m i ion i mi r r 1 Th
noti mu h h r f th r £
h in ider h n n m in
m r £ lan Th m
incl r a mpan f th rporation’ r 1
f in ion n fter
domestication;
jori roval !
r r r r n
subsection 3 requires a greater vote, approval of the plan of
m 1 n r ir h r 1 of holder n
n 1 r f r i r
n r
m i £ h i n th
in r h icl i r n
r h n m r
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voting group entitled to vote on the plan but in no case less

than a majority of the votes cast by that wvoting group at a
meeting at which there exists, for each such voting group, a
guorum consisting of at least a majority of the votes entitled to

ca on the plan ch votin r ntitled o) on th
plan:
6. Voting groups. Separate voting by voting groups is
r ir by each clas r serie har hat:

A. Is to _be reclassified under the plan of domestication
into other securities, obligationsg, rights to acquire shares

or other securities, cash, other property or any combination

thereof:

B. Would be entitled to vote as a separate group on a

provision of the plan of domestication that, if contained in
r ndmen h rporation’ rti f

incorporation woul r ir ion r votin

groups under section 1004; or

I ntitl nder rporation’ rticl
incorporati o) votin r r n
amendment of the articles; and
7. Merger provisions applicable to domestications., If any

igion £ h rporation’ i £ i rati r
bylaws or of an agreement to which any of the directors or
h h r r rti r enter i for
2003, applies to a merger of the corporation and@ that document
fer m i i ration
n_i m i ion h

r ion until h_tim fter th h rovision i
amended.

2 icl £ i ion

A Th n £ rpor n mm 1 for h
in h m h
i 1 in i ion
to change its name in conn i with th m ication
h igfi irem i 4
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B. The Jjurisdiction of incorporation of the corporation
immediately before the filing of the articles of
domestication and the date the corporation was incorporated
in_that jurisdiction; and

A statement th he domestication of th rporation in
this State was duly authorized as required by the laws of
the jurisdiction in which the corporation was incorporated
immediately before its domestication in thig State,

2, Provisions of articles of domestication., The articles
of domestication of a corporation must either contain all the
provisions that section 202, subsection 1 requires to be set
forth in articles of incorporation with any other dJdesired
provisions that section 202, subsection 2 permits to be included
in articles of incorporation or have attached articles of
incorporation. In either case, provigions that would not be
required by chapter 10 to be included in restated articles of

13 r f Th rticl £
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manner required by thig Act and the corporation's articles
of incorporation; and

D. The corporation's new jurisdiction of incorporation.
2. Filing of articles of charter surrender. The articles

f charter rrender mus iver h rporati

§925. Effect of domestication

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

1. Domestication of foreign business corporation., When a

domestication in this State of a foreign business corporation,
referred to in this subsection as the "corporation,'" becomes
effective:

Thb i 1 real n n
tangible and intangible, of the corporation remains in the
corporation without reversion or impairment;

An i r pr in ndin in h r ion
inues agailn h rporati h m i ion
ccurred:
h rticl f m i ion rticgl
incorporation h h r m ion
h rti r i :
Th h rporati ifi in
h her ritj 1i ion righ ir
r her riti r in h r n
rdan wi f m T
r h w £ h n i n
r lder r n
h rm n r WS
F Th X ion m :
1 i \"4 r
all purposes:
B h r w
r \"4
T n ion:
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