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ONE HUNDRED AND FIFTH LEGISLATURE 

Legislative Document No. 1093 

S. P. 293 In Senate, February 18, 1971 
Referred to Committee on Judiciary. Sent down for concurrence and or

dered printed. 
HARRY N. STARBRANCH, Secretary 

Presented by Senator Tanous of Penobscot. 

STATE OF MAINE 

IN THE YEAR OF OUR LORD NINETEEN HUNDRED 
SEVENTY-ONE 

AN ACT Creating aNew Business Corporation Act. 

Be it enacted by the People of the State of Maine, as follows: 

Sec. I. R. S., T. I3-A, additional. The Revised Statutes are amended by 
adding a new Title to be numbered 13-A, to read as follows: 

TITLE 13-A 

MAINE BUSINESS CORPORATION ACT 

CHAPTER I 

GENERAL PROVISIONS 

§ 101. Short title 

This Act shall be known and may be cited as the Maine Business Corpora
tion Act. 

§ 102. Definitions 

As used in this Act, unless the context otherwise requires: 

1. "Articles of incorporation" or "articles" means the original or restated 
articles of incorporation and all amendments thereto. It includes articles of 
merger, articles of consolidation, certificate of incorporation, and what has 
heretofore been designated as "articles of agreement" for a corporation and 
certificate of organization, and also includes special acts of the Legislature 
chartering corporations which could now be organized under general acts. 

2. "Assets" means, at any particular time, those properties and rights 
which are properly entered in the accounts and balance sheets of business 
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enterprises in terms of monetary value, in accordance with good accounting 
practices. 

3· "Authorized shares" means the shares of all classes which the corpora
tion is authorized to issue. 

4· "Capital surplus" means the entire surplus of a corporation other than 
its earned surplus. Unrealized appreciation, if entered on a corporation's 
books, shall be included in capital surplus. 

5. "Close corporation" means a corporation with shares formed under the 
laws of this State which, at any given time, has not more than 20 sharehold- I 
ers of all classes of shares, whether or not entitled to vote. For purposes of 
determining whether a corporation is a close corporation, 2 or more persons 
owning shares of record in their names as joint tenants shall be counted as 
Q single shareholder. } 

6. "Consent": Whenever this Act requires or permits action to be taken 
by written consent, such consent may be contained in a single document, or 
may be contained in more than one document, so long as the documents, in 
the aggregate, contain the required signatures expressing consent to such 
action. 

7. "Conspicuous" : A term, clause or notation is conspicuous when it is 
so written that a reasonable person against whom it is to operate ought to 
have noticed it. A printed heading in capitals, as: IRREVOCABLE PROXY 
is conspicuous. Language in the body of a form such as a share certificate is 
conspicuous if it is in larger or other contrasting type or color. In a telegram 
Clny stated term is conspicuous. 

8. "Corporation" or "domestic corporation" means a corporation with 
shares formed under the laws of this State. 

9. "Debts" means, at any particular time, all those debts, liabilities and 
claims which either are known to impose a fixed obligation of payment or, 
if contingent, have sufficient possibility of becoming fixed as to require an 
estimate of their probable amount, and which should be entered in the ac
counts and balance sheets of business enterprises in terms of monetary value 
under good accounting practices. 

10. "Earned surplus" means that portion of the surplus of a corporation 
equal in amount to the balance of its net profits, income, gains, and losses 
from the date of incorporation, or from the latest date when a deficit was 
eliminated by application of its capital surplus, after deducting subsequent 
distributions to shareholders and transfers to stated capital and capital sur
plus to the extent that such distributions and transfers are made out of 
earned surplus. Earned surplus shall also include any portion of surplus allo
cated to earned surplus in mergers or consolidations, and in acquisitions of 
all or substantially all of the property and assets of another corporation, 
domestic or foreign, and in acquisition of 75% or more of the voting shares of 
another corporation incorporated in any state, territory or possession of the 
United States of America. Unrealized appreciation of assets shall not be in
cluded in earned surplus. 

• 
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I I. "Foreign corporation" means a corporation with shares or other busi
ness corporation formed under the laws of a jurisdiction other than this State. 

12. "Fraud," "deceit," and "defraud" are not limited to common-law 
deceit. 

13. "Good accounting practices" means the practices followed by reputable 
certified public accountants; the Accounting Research and Terminology 
Bulletins, and the Opinions of the Accounting Principles Board, of the Ameri
can Institute of Certified Public. Accountants may be evidence of such 
practices. 

14. "Good faith" means honesty in fact in the conduct or transaction con
cerned; and in the case of an officer or director, also requires the exercise of 
reasonable business judgment after reasonable inquiry into the facts. "Bad 
faith" means the lack of such honesty in fact or, in the case of an officer or 
director, the failure to make such inquiry or exercise such judgment. 

IS. "Insolvent" means inability of the corporation to pay its debts as they 
become due in the usual course of its business. 

16. "Net assets" means the amount by which the total assets of a corpora
tion, excluding treasury shares, exceed the total debts of the corporation. 

17. "Shareholder" or "stockholder" means one who is a holder of record 
of shares in a corporation. 

18. "Shares" or "stock" means the units into which the proprietary inter
ests in a corporation are divided. 

19. "Stated capital" means, at any particular time, the sum of (I) the par 
value of all issued shares of the corporation having a par value, (2) the 
amount of the consideration received cy the corporation for all issued shares 
of the corporation without par value, except such part of the consideration 
therefor as may have been allocated to capital surplus in a manner permitted 
by law, and (3) such Clmounts not included in clauses (I) and (2) of this 
sentence as have been transferred to stated capital of the corporation, whether 
upon issue of shares as a share dividend or otherwise, less all reductions from 
such sums as have been effected in a manner permitted by law. 

20. "Subscriber" means one who subscribes for shares in a corporation, 
whether before or after incorporation. 

21. "Surplus" means the excess of the net assets of a corporation over its 
stated capital. 

22. To "cancel" a share means to eliminate it from the authorized shares 
of the corporation. 

23. To "retire" a share means to restore it to the status of an authorized 
but unissued share. 

24. "Treasury shares" means shares of a corporation which have been 
issued, have been subsequently acquired by the corporation, and have not, 
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either by reason of the acquisition or otherwise, been cancelled or retired. 
Such shares shall be deemed to be issued, but they shall not be considered 
as an asset .or liability of the corporation, nor as outstanding for dividend, 
quorum, votmg or any other purposes. 

25· "Vote", as used with respect to action of shareholders of a corporation, 
shall include, without limitation, votes, waivers, releases, consents, writings 
signed by shareholders in lieu of taking action at a meeting of shareholders, 
and objections or dissents to the foregoing. 

§ 103. Applicability 

I. Except as provided in this section, this Act shall apply to 

A. All domestic corporations, including corporations organized under any 
prior general corporation act or under any act providing for the creation 
of special classes of corporations, and any corporation created by special 
Act of the Legislature, and 

B. All foreign corporations, to the extent indicated in this Act. 

2. This Act shall not apply to any class of corporations to the extent that 
any provision of any other public law is specifically applicable to such class 
of corporation and is inconsistent with any provision of this Act, in which 
case such other provision shall prevail; and shall not apply to any corpora
tion created by special act of the Legislature, to the extent that this Act is 
inconsistent with such special act. 

3. This Act shall apply to commerce with foreign nations and among the 
several states, and to corporations formed by or under any Act of Congress, 
only to the extent permitted under the Constitution and laws of the United 
States. 

4. The enactment of this Act shall not affect the existence of any corpora
tion existing on the effective date of this Act. 

5. The enactment of this Act shall not affect any cause of action, liability, 
penalty or action which on the effective date of this Act is accrued, existing, 
incurred or pending, but the same may be asserted, enforced, prosecuted or 
defended as if this Act had not been enacted. 

6. The validity of any corporate act, and of any incorporation, prior to the 
effective date of this Act shall be determined with reference to the law then 
in effect. 

7. The validity of any provision of the articles or the bylaws of a corpora
tion existing on the effective date of this Act shall be determined with ref
erence to the law which was in effect at the time when the same was adopted, 
or with reference to this Act, whichever supports the validity of such pro
vision. A provision of the articles or the bylaws which was valid under the 
law in existence at the time the same was adopted shall remain in effect, not
withstanding a contrary provision of this Act, until repealed or amended by 
voluntary act of the corporation; but any amendment thereof shall be adopted 

. , 
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by the procedures set out in this Act, and shall, as amended, conform to the 
requirements of this Act. 

§ 104. Execution of documents 

Whenever any provision of this Act specifically requires any document to 
be executed by the corporation in accordance with this section, unless other
wise specifically stated in this Act and subject to any additional provisions 
of this Act, such requirement shall mean that: 

1. The document shall be signed: 

A. In the case of articles of incorporation, by the incorporator or incor
porators: 

B. In the case of other documents: 

(1) By the clerk; or 

(2) By the president or a vice-president, and by the secretary or an 
assistant secretary or such other officer as the bylaws may designate as a 
second certifying officer; or 

(3) If there are no such officers, then by a majority of the directors, or 
by such directors as may be designated by a majority of directors then 
then in office; or 

(4) If there are no such directors, then by the holders, or such of them 
as may be designated by the holders, of record of a majority of all out
standing shares entitled to vote thereon; or 

(5) By the holders of all of the outstanding shares of the corporation. 

2. Any person signing a document shall, either opposite or beneath his 
signature, clearly and legibly print or type his name and the capacity in which 
he signs. 

3. The document shall set forth the title of the document at the head 
thereof. 

4. The document shall set forth the current address of the registered office 
of the corporation, including the street or rural route address, post office 
box, if any, town or city, county and state. 

S. If the document is accepted for filing and filed, a failure to comply with 
the requirements of subsections 2, 3 or 4 shall have no effect on the validity 
of the document, and the document shall have the same legal effect as though 
those subsections had been fully complied with. 

§ 105. Verification of documents 

1. Unless required by some other law, no document required or permitted 
to be filed under any provision of this Act need be under oath or acknowl
edged. 

2. The signature of any person on a document required or permitted to be 
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filed under any provision of this Act constitutes that person's representation 
that: 

A. He has read and understood the meaning and purport of the statements 
contained in the document; 

B. Such statements are true, either by personal knowledge or according 
to his information and belief; and 

C. If he signed in a representative capacity, or as a corporate officer, that 
he had the authority so to sign. 

If any of the above representations is false, the person who signed the docu- 1 
ment shall be liable as specified in section 1304. 

3. Except where it is specifically required by a provision of the Act or by 
any other statute, no document required by this Act need be acknowledge or OJ 

under oath. 

§ 106. Filing of documents 

I. vVhenever any provision of this Act requires any document to be de
livered for filing, or filed, in accordance with this section, unless otherwise 
specifically stated in this Act and subject to any additional provisions of this 
Act, such requirement shall mean that: 

A. The original or a duplicate original of the document shall be delivered 
to the office of the Secretary of State. 

B. If the document records, reflects or depends upon any action taken by 
a vote, or the consent, of the shareholders, the document shall include or 
be accompanied by a certificate of the clerk, the secretary or an assistant 
secretary of the corporation stating that he has in his custody minutes 
properly reflecting such action by the shareholders. 

C. All fees required for filing the document shall be tendered to the Secre
tary of State. 

D. Upon delivery of the document and upon tender of the required fees, 
if he finds that the document conforms to the requirements of this Act, the 
Secretary of State shall certify that the document has been filed in his 
office by endorsing thereon the word "filed" and the day, month and year 
thereof, and by signing or initialing such endorsement in person or by 
agent; if the person delivering the document for filing so requests, such 
endorsement shall further include the hour and minute of the filing of the 
document. Such endorsement shall be known as the "filing date'; of the 
document, and shall be conclusive of the date, and the time if included in 
the endorsement, of filing in the absence of actual fraud. The Secretary of 
State shall thereafter file and index the original. 

E. The Secretary of State shall promptly make a copy of the original, and 
shall certify the copy by making upon it the same endorsement which is 
required to appear upon the original, together with a further endorsement 
that the copy is a true copy of the original document. 
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F. The copy, so certified, shall be returned to the person or persons de
livering the documents to the Secretary of State and it shall be retained as 
a part of the permanent records of the corporation. 

2. Any document required to be filed shall be fully effective as of the filing 
date of the document. 

3. If he so determines by rule, the Secretary of State may copy, on micro
film, any document filed by him under this Act or under any predecessor of 
this Act, and retain such microfilm copy in lieu of retaining the original as 
required by subsection I, paragraph D; and he may thereafter destroy the 
original document or return it to the person who delivered the same to him 
for filing. 

4. Whenever any document authorized to be filed with the Secretary of 
State under any provision of this Act has been so filed and is an inaccurate 
record of the corporate action therein referred to, or was defectively or 
erroneously executed, sealed or acknowledged, such document may be cor
rected by filing with the Secretary of State a certificate of correction of such 
document which shall be executed and delivered for filing in accordance with 
section 104 of this section. The certificate of correction shall specify the 
inaccuracy or defect to be corrected and shall set forth the portion of the 
instrument in corrected form. The corrected instrument shall be effective as 
of the date the original instrument was filed, except as to those persons who 
are substantially and adversely affected by the correction, and as to those 
persons the corrected instrument shall be effective from the filing date. 

§ I07. Effect of corporate seal on document 

1. The seal of the corporation may, but need not, be affixed to any docu
ment executed in accordance with section 104, and its absence therefrom shall 
not impair the validity of the document or ~f any action taken in pursuance 
thereof or in reliance thereon. 

2. The presence of the corporate seal on a document purporting to be 
executed by authority of a domestic or foreign corporation shall be prima 
facie evidence that the document was so executed. 

§ 108. Advance approval of documents by Attorney General 

I. When any person contemplates filing a document in accordance with 
section 106, he may submit such document to the Attorney General for ap
proval as to form prior to the intended filing thereof. 

2. The person seeking such approval as to form shall submit to the Attor-
ney General: 

A. A written request for a statement as to whether the document is in 
proper form for filing, and 

B. The intended document, which shall be in its final form, except that 
signatures, and dates, results of votes and other contingent future facts 
may be omitted, and 
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C. A fee of $20, which shall be remitted to the Treasurer of the State. 

3. Within a reasonable time thereafter, the Attorney General shall send 
the person who made the request a written statement in which he: 

A. States that upon completion of any omissions, the document shall be 
entitled, as to its form, to be filed by the Secretary of State, or 

B. States that the document will not be entitled to be so filed, in which 
case he shall specify wherein it is defective. 

4. A written statement by the Attorney General that a document shall be 
entitled, as to its form, to be filed shall be binding upon the Secretary of State. 

'i. Nothing in this Act shall impair the right of any person who has sub
mitted a document for filing with the Secretary of State which the Secretary 
of State has refused to accept, whether or not the Attorney General has writ
ten a statement concerning the document, to seek judicial relief compelling 
the Secretary of State to accept the document. 

§ rog. Computation of time for giving notice 

In computing the period of time for the giving of any notice required or 
permitted under this Act, or under the articles, the bylaws of the corporation, 
or a resolution of its shareholders or directors, the day on which the notice 
is given shall be excluded, and the day when the Act for which notice is given 
to be done shall be included, unless the instrument calling for the notice 
otherwise specifically provides. 

§ 110. Reservation of power 

Acts of incorporation passed since March 17, 1831, including this Act, may 
be amended, altered or repealed by the Legislature, as if express provision 
therefor were made in them, unless they contain an express limitation. This 
section shall not deprive the courts of any power which they have at common 
law over a corporation or its officers. 

§ III. Effect of invalidity 

If any provision of this Act or any application of any provision to any per
son or circumstances is held unconstitutional or otherwise invalid, such in
validity shall not nullify or otherwise impair the remainder of this Act or any 
other provision or application thereof, but the effect shall be confined to the 
specific provision or application thereof held invalid, and for this purpose the 
provisions of this Act are declared to be severable. 

CHAPTER 2 

CORPORATE PURPOSES AND POWERS 

§ 201. Exclusive procedure for forming business corporations; exceptions. 

Except for special classes of corporations referred to in section 401, sub
section 2, corporations for the transaction of any business or businesses shall 
be organized only under this Act. 

. , 
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§ 202. Powers of corporations 

1. Subject to any limitations contained in any provisions of this Act or in 
any other law, each corporation shall have power: 

A. To exist perpetually. No corporation formed under this Act may 
specify a lesser period of existence; but this shall not limit the power of a 
corporation to terminate its existence as provided by law; 

B. To sue and be sued in its corporate name, and to participate in any 
judicial, administrative, arbitrative or other proceeding; 

C. To adopt and alter a corporate seal and to use the same or a facsimile 
thereof; 

D. To elect, appoint or hire officers, agents and employees of the corpora
tion, and to define their duties and fix their compensation; 

E. To make and alter bylaws, not inconsistent with its articles of incor
poration or with the laws of this State, for the administration and regula
tion of the affairs of the corporation; 

F. To cease its corporate activities and surrender its corporate franchise; 

G. To make donations irrespective of corporate benefit for any charitable, 
scientific, educational or welfare purpose; and contributions for political 
candidates, parties and issues, to the extent permitted by law; 

H. To establish and carry out pension plans, pension trusts, profit sharing 
plans, stock option plans, stock bonus plans and other incentive plans for 
any or all of its directors, officers and employees; and to pay pensions and 
similar payments to its directors, officers or employees, and their families; 

1. With respect to any property of any description, or interest therein, 
wherever situated, including, but not limited to, real property: 

(I) To acquire, by purchase, lease, gift, will or otherwise; 

(2) To own, hold, use, improve and otherwise deal in and 

(3) To sell, convey, encumber, mortgage, pledge, lease, exchange or 
otherwise dispose of all or any part of such property; 

J. To make contracts and incur liabilities, borrow money on such terms 
and conditions as it may determine, issue its notes and bonds and other 
obligations and secure any of its obligations by mortgage, pledge or other 
encumbrance of all or any part of its property, franchises and income; 

K. To enter into contracts of guaranty or suretyship, unless in doing so 
the corporation would be engaging in a business prohibited to corporations 
organized under this Act under section 40I ; 

L. To lend money, invest its funds from time to time, and take and hold 
any property including, but not limited to, real property, as security for 
payment of funds so loaned or invested, unless in doing so the corporation 
would be engaging in a businesfl prohibited to corporations organized 
under this Act under section 401 ; 
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M. To lend money to its employees, officers and directors, and otherwise 
to assist its employees, officers and directors; 

N. To conduct its business, carryon its operations, and have offices and 
exercise the powers granted by this Act in any state, territory, district or 
possession of the United States, or in any foreign country; 

O. To purchase, take, receive, subscribe for, or otherwise acquire, own. 
hold, vote, use, employ, sell, mortgage, lend, pledge or otherwise use and 
deal in and with; 

(I) The shares or other interests in or obligations of, other domestic or 
foreign corporations, associations, partnerships or individuals; and 

(2) The obligations of the United States or any other government. 
stc.l:e, territory, municipality or governmental district, or of any instru-
mentality thereof; • 

P. To form, or acquire the control of, other corporations; 

Q. To participate with others in any corporation, partnership, transaction, 
arrangement, operation, organization or venture which the corporation has 
power to conduct by itself, even if such participation involves sharing or 
delegation of control with or to others; 

R. To provide, for its benefit, insurance on the life of any of its directors, 
officers or employees, or on the life of any shareholder for the purpose of 
reacquiring at his death shares owned by such shareholder; 

S. To reimburse and indemnify litigation expenses of directors, officers, 
and employees, as provided for in section 719; 

T. To purchase and otherwise acquire, and to dispose of, its own shares; 

U. At the request or direction of the United States Government, or of any 
of its agencies, to transact any lawful business in time of war or national 
emergency, or in aid of national defense, notwithstanding the purpose or 
purposes set forth in its articles of incorporation; 

V. To have and exercise all powers necessary or convenient to effect the 
purposes for which the corporation is organized, or to further the businesses 
in which the corporation may lawfully be engaged. 

2. The articles of incorporation of any corporation subject to this Act may 
limit the powers conferred by subsection I, except to the extent that any such 
limitation is inconsistent with any other provision of this Act or with any 
other law of this State. 

3. It shall not be necessary to set forth in the articles of incorporation any 
of the powers enumerated in this section; but unless expressly excluded by 
the articles or limited by statute, each corporation shall have all the powers 
enumerated in this section whether or not some or all of them are also 
enumerated in the articles. 
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§ 203. Defense of ultra vires 

No act of a corporation and no conveyance or transfer of real or personal 
property to or by a corporation shall be invalid by reason of the fact that the 
corporation was without capacity or power to do such act or to make or 
receive such conveyance or transfer, but such lack of capacity or power may 
be asserted: 

I. In a proceeding by a shareholder against the corporation to enjoin the 
doing of any act or acts or the transfer of real or personal property by or to 
the corporation. If the unauthorized acts or transfer sought to be enjoined 
are being, or are to be, performed or made pursuant to any contract to which 
the corporation is a party, the court may, if all of the parties to the contract 
are parties to the proceeding and if it deems the ~ame to be equitable, set 
aside and enjoin the performance of such contract, and in so doing may allow 
to the corporation or to the other parties to the contract, as the case may be, 
compensation for the loss or damage sustained by either of them which may 
result from the action of the court in setting aside and enjoining the per
formance of such contract, but anticipated profit to be derived from the per
formance of the contract shall not be awarded by the court as a loss or dam
age sustained. 

2. In a proceeding by the corporation, whether acting directly or. through 
a receiver, trustee or other legal representative, or through shareholders in a 
representative suit, against the incumbent or former officers or directors of 
the corporation. 

3. In 2. proceeding by the Attorney General, as provided in this Act, to 
dissolve the corporation, or in a proceeding by the Attorney General to enjoin 
the corporation from the transaction of unauthorized business. 

CHAPTER 3 

CORPORA TE NAME; REGISTERED 

OFFICE, AGENT AND CLERK; 

SERVICE OF PROCESS 

§ 301. Corporate name 

r. The corporate name: 

A. Shall not contain any word or phrase which indicates or implies that 
it is organized for any purpose for which a corporation may not be organ
ized under this Act; 

B. Shall not be the same as, or deceptively similar to, the name of any 
domestic corporation existing under the laws of this State or any foreign 
corporation authorized to transact business in this State, or a name the 
exclusive right to which is, at the time, reserved in the manner provided 
in this Act, or the name of a corporation which has in effect a registration 
of its corporate name as provided in this Act, unless such other corporation 
executes and files with the Secretary of State as provided in sections I04 
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and 106 proof of a resolution of its board of directors authorizing the use 
of a similar name by the corporation seeking to use such similar name. 

2. If a corporation has in other respects complied with this Act and its 
articles of incorporation have been filed, or if a foreign corporation has in 
other respects satisfied this Act and has been authorized to do business in 
this State, subsequent discovery of a violation of the foregoing provisions of 
this section shall not invalidate its corporate existence or authority; but the 
courts of this State may, upon application of the State or of any interested or 
affected person, enjoin such violation and grant any other appropriate relief. 

3. Subsection I, paragraph B shall not apply to the name of any corpora
tion which subsequent to December 31, 1967 has been excused from filing 
annual returns, on and after the 5th anniversary of such excuse, nor to the 
name of any corporation the charter of which is suspended subsequent to 
December 31, I967, on and after the 3rd anniversary of such suspension. 
When an excused or suspended corporation votes to resume business, it shall 
adopt a new name if another corporation has adopted its old name or if the 
old name, if proposed for a new corporation, would otherwise violate sub
section 1, paragraph B. 

4. Nothing in this section shall be deemed to abrogate or limit the com
mon law or statutory law of unfair competition, unfair trade practice, com
mon law copyright or similar law. 

§ 302. Reserved name 

1. The exclusive right to the use of a corporate name may be reserved by: 

A. Any person intending to organize a corporation under this Act; 

B. Any domestic corporation intending to change its name; 

C. Any foreign corporation intending to make application for a certificate 
of authority to transact business in this State; 

D. Any foreign corporation authorized to transact business in this State 
and intending to change its name; 

E. Any persons intending to organize a foreign corporation and intending 
to have such corporation make application for a certificate of authority to 
transact business in this State. 

2. The reservation shall be made by executing and delivering for filing, 
in accordance with sections 104 and r06, an application to reserve a specified 
corporate name; if the applicant is not a corporation, it shall be executed by 
the applicant. If the Secretary of State finds that the name is available for 
corporate use, he shall reserve the same for the exclusive use of the applicant 
for a period of 120 days. 

3. The right to the exclusive use of a specified corporate name so re
served may be transferred to any other person or corporation by filing in 
accordance with section 106 a notice of such transfer, executed by the appli-

. 
J 
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cant and, if a corporation, in accordance with section 104, for whom the name 
was reserved, and specifying the name and address of the transferee. 

4. The Secretary of State may revoke any reservation if, after hearing, 
he finds that the application therefor or any transfer thereof was not made in 
good faith. 

5. The reservation may not be renewed; but after the expiration thereof, 
the same name may be reserved by the same or another applicant. 

§ 303. Registered name and renewal 

I. Any corporation organized and existing under the laws of any state or 
territory of the United States may register its corporate name under this Act, 
provided its corporate name is not the same as, or deceptively similar to, the 
name of any domestic corporation existing under the laws of this State, or 
the name of any foreign corporation authorized to transact business in this 
State, or any corporate name reserved or registered under this Act. 

2. Such registration shall be made by delivering for filing, in accordance 
with section 106, an application for registration executed in accordance with 
section 104, setting forth the name of the corporation, the state or territory 
under the laws of which it is incorporated, the date of its incorporation, a 
statement that it is actually doing business, and a brief statement of the 
business in which it is engaged, and a certificate setting forth that such cor
poration is in good standing under the laws of the state or territory wherein it 
is organized, executed by the Secretary of State of such state or territory or 
by such other official as may have custody of the records pertaining to cor
porations; and 

3. Such registration shall be effective until the close of the calendar year 
in which such application is filed. 

4. A corporation which has in effect a registration of its corporate name, 
may renew such registration from year to year by annually filing in accord
ance with section 106, an application for renewal setting forth the facts re
quired to be set forth in an original application for registration and a certifi
cate of good standing as required for the original registration. A renewal 
application may be filed between the first day of October and the 3Ist day of 
December in each year, and shall extend the registration for the following 
calendar year. 

§ 304. Clerk, registered office, and changes thereof 

I. Each domestic corporation to which this Act is applicable shall have 
and continuously maintain in this State a clerk, who is a natural person resi
dent in this State. The clerk may be, but is not required to be, one of the 
directors or hold some other office in the corporation; or he may be a person 
holding no other position with the corporation. 

2. The clerk shall maintain a registered office at some fixed place within 
this State, which may be, but need not be, the corporation's place of business, 
and shall perform those duties required of him by section 714 and elsewhere 
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in this Act. The "clerk's office" of corporations existing on the effective date 
of this Act shall be deemed the "registered office" of those corporations, for 
purposes of this Act, until such office is changed pursuant to this section. 

3. A corporation may change its clerk by executing and delivering for 
filing as provided by sections 104 and 106, a statement setting forth: 

A. The name of the corporation; 

B. The name and address of its then clerk; 

C. The name and address of its successor clerk; 

D. Either: that such change was duly authorized by the board of directors 
of the corporation, and that the power to appoint the clerk is not reserved 
to the shareholders by the articles or the bylaws, or that such change was 
du1,y authorized by the shareholders of the corporation. 

4. Any clerk of a corporation may resign upon filing a written notice 
thereof with the Secretary of State and by mailing a copy thereof to the 
president or treasurer of the corporation or, if both of those offices are vacant, 
with any of its directors. The notice filed with the Secretary of State shall 
recite that a copy of the notice has been mailed to the corporate officer desig
nated in this subsection, and shall specify his name and corporate office. Such 
resignation shall be effective upon the filing thereof by the Secretary of State. 

5. If any clerk dies, becomes incapacitated, resigns or otherwise is unable 
to perform his duties, the corporation shall promptly appoint another clerk, 
and shall execute and file in the office of the Secretary of State a written 
st2.tement of the appointment of the new clerk, as provided in subsection 3. 

6. If the clerk changes his address from the registered office appearing on 
the record in the office of the Secretary of State, he shall promptly execute 
and deliver for filing, in accordance with sections 104 and 106, notice of the 
new registered office; the notice shall recite that a copy of the notice has been 
mailed to the president or treasurer of the corporation or, if both of those 
offices are vacant, to any of its directors. 

7. Filing by a corporation of a statement of a change of its clerk, as 
provided in subsection 3, shall constitute both an appointment of the new 
clerk named therein and a termination of the appointment of its former clerk. 

8. A. The initial clerks of corporations formed under this Act shall be 
named in the articles of incorporation; such clerks, and the clerks of cor
porations existing on the effective date of this Act, shall continue in office 
until their successors are chosen and qualify and the statement required 
by subsection 3 is filed, or until the resignation notice required by subsec
tion 4 is filed. 

B. The articles or bylaws may provide that changes in the clerk, and 
election of a new clerk shall be by vote of the shareholders. Unless the 
articles or bylaws expressly so provide, changes in the clerk and election of 
a new clerk shall be by resolution of the board of directors. 

. • 
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§ 305. Service of process on domestic corporations 

1. Th,~ clerk of each domestic corporation shall be an agent of such cor
poration for service of any process, notice, or demand required or permitted 
by law to be served, and such service shall be binding upon the corporation. 

2. Whenever a corporation shall fail to appoint or maintain a clerk in this 
State, or whenever its clerk cannot with reasonable diligence be found at the 
registered office, then the Secretary of State shall be an agent of such cor
poration upon vvhom any such process, notice, or demand may be served. 
Service on the Secretary of State of any such process, notice, or demand shall 
be made as provided by Rule 4(d)(8) of the Maine Rules of Civil Procedure, 
as the same has been or may hereafter be amended. 

3. Nothing herein contained shall limit or impair the right to serve any 
process, notice, or demand required or permitted by law to be served upon 
a corporation in any other manner now or hereafter permitted by law or 
rule of court. 

§ 306. Service on nonresident directors of domestic corporations 

T. Each director of a domestic corporation who is a nonresident of this 
State at the time of his election or who becomes a nonresident during his term 
of office, shall, by his acceptance of election or by continuing in office as 
director, be deemed to have appointed the Secretary of State as an agent to 
receive service of process upon him in any action or proceeding relating to 
actions of such corporation and arising while he held office as director of 
such corporation. 

2. Service of such process upon the Secretary of State shall be mede in the 
same manner as is provided by Rule 4(d)(8) of the Maine Rules of Civil 
Procedure, as the same has been or may hereafter be amended, in the case of 
service upon the Secretary of State as an agent of a corporation; the copy 
of the process therein provided for shall be mailed to the nonresident director 
at the residence address of such director shown on the most recent annual 
report of the corporation. 

3. Service under this section may also be made by delivery of a copy of 
the process to the nonresident director at his address outside the State. Proof 
of such delivery shall be made by affidavit of the person making delivery and 
the affidavit shall be filed with the clerk of court in which the action or pro
ceeding is pending. 

4. The resignation of any nonresident director shall, effective as of the 
date of filing in accordance with section I06 a notice of his resignation signed 
by such former director, terminate the application to him of the provisions of 
this section, except for any cause of action already accrued. 

§ 307. Assumed name of corporation 

I. As used in this section, "assumed name" includes a trade name, the 
name of a division not separately incorporated and not used in conjunction 
with the true corporate name, and any other name than the true name of a 
corporation. 
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2. Upon complying with this section, any corporation or foreign corpora
tion authorized to do business in this State may transact its business in this 
State under one or more assumed names. 

3. Before transacting any business in this State under an assumed name, 
the corporation or foreign corporation shall execute and deliver for filing, in 
accordance with sections 104 and 106, a statement setting forth: 

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

B. That it intends to transact business under an assumed name; 

C. The assumed name which it proposes to use; and 

D. If such assumed name is to be used at less than all of the corporation's 
places of business in this State, the locations where it will be used. 

A separate such statement shall be executed and delivered for filing with 
respect to each assumed name which the corporation proposes to use. 

4. Each assumed name must comply with the requirements of section 301, 
subsection I, except for similarity with the true corporate name of the cor
poration proposing the use of such assumed name. 

5. If a corporation or foreign corporation uses an assumed name without 
complying with the requirements of this section, the continued use thereof 
may be enjoined upon suit by the Attorney General, or by any person ad
versely affected by such use. 

6. Notwithstanding its compliance with the requirements of this section, 
the use of an assumed name may be enjoined upon the suit of the Attorney 
General or of any person adversely affected by such use, if: 

A. The assumed name did not, at the time the statement required by sub
section 3 was filed, comply with the requirements of section 301, subsection 
I; or 

B. The assumed name is deceptively similar to a name in which the plain
tiff has prior rights by virtue of the common law or statutory law of 
unfair competition, unfair trade practices, common law copyright, or simi
lar law. 

The mere filing of a statement pursuant to subsection 3 shall not constitute 
actual use of the assumed name set out therein, for purposes of determining 
priority of rights. 

CHAPTER 4 

ORGANIZATION OF CORPORATIONS 

§ 401. Purposes, statute applicable 

I. Except as otherwise provided in this section, a corporation may be 
organized under this Act for the purpose of carrying on any business or busi
nesses lawful in the place where the same are to be carried on. 

I 
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2. Whenever there is a public law of this State authorizing the organiza
tion of a special class of corporations, and setting forth a procedure for their 
incorporation: 

A. No corporation may be organized under this Act for the purpose of 
carrying on, within this State, any business included within any such 
special class; and 

B. No corporation organized under this Act or any preceding general 
corporation act has the power to carryon, within this State, any business 
included within any such special class. 

3. Notwithstanding the existence of a public law of this State authorizing 
the organization of a special class of corporations, and setting forth a pro
cedure for their incorporation, a corporation organized under this or any 
preceding general corporation act may, if consistent with its articles and 
bylaws, carryon, outside this State, any business included within any such 
special class, provided it is authorized to do so under the laws of the place 
where such business is to be carried on. 

§ 402. Number and qualifications of incorporators 

In order to form a corporation under this Act: 

r. One or more persons, acting as incorporators, shall execute and file in 
accordance with sections 104 and 106, articles of incorporation for such 
corporation. 

2. The incorporator or incorporators may be natural persons, or domestic 
or foreign corporations, whether or not authorized to do business in this 
State, or any combination thereof. If a corporation acts as an incorporator, 
the articles of incorporation shall be accompanied by a certificate of an appro
priate officer of such corporation, certifying that the person executing the 
articles on its behalf is authorized to do so. 

3. Incorporators need not be residents of this State. 

§ 403. Contents of articles of incorporation 

I. The articles of incorporation shall set forth: 

A. The name of the corporation; 

B. The address of the initial registered office and the name of the initial 
clerk; 

C. Either; 

(I) The number of directors constituting the initial board of directors 
and, if they have been selected and the powers of the incorporator or 
incorporators are to terminate upon filing of the articles, the names 
and addresses of the persons who are to serve as directors until the first 
annual meeting of shareholders or until their successors be elected and 
qualify; or 
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(2) The following statement, in haec verbae: "There shall be no di
rectors initially; the shares of the corporation will not be sold to more 
than 20 persons; the business of the corporation will be managed by the 
shareholders." 

D. The relevant information regarding the shares, including classes and 
series of shares, which the corporation shall be authorized to issue, as pro
vided in subsection 2. 

E. Any other provisions which the incorporators elect to include in the 
articles if: 

(I) Any section of this Act permits or authorizes the articles to contain 
such a provision; or 

(2) Any section of this Act permits or requires the provision to be set 
forth in the corporation's bylaws, or in agreement or other instrument; or 

(3) Such provision relates to the business or affairs of the corporation, 
or the rights or powers of its shareholders, directors, or officers, and, 
although not specifically authorized by this Act, is not inconsistent with 
law or contrary to public policy. 

2. A. If the shares of a corporation are to consist of one class only, the 
articles shall state 

(I) The total number of such shares which the corporation shall have 
authority to issue, and 

(2) The par value of each of such shares, or a statement that all of such 
shares are to be without par value. 

B. If the shares of a corporation are divided into two or more classes, the 
articles of incorporation: 

(I) Shall designate each class of shares; 

(2) As to each class, shall specify the total number of such shares which 
the corporation shall have authority to issue, and the par value, if any, 
or a statement that the shares are to be without par value; and 

(3) Shall specify the relative rights, preferences, and limitations of the 
shares of each class. 

C. If shares of any preferred or special class are to be issued in series, the 
articles of incorporation shall state whether the shares have par value, or 
are without par value; and shall either 

(I) Designate each series within any class of shares, and specify the 
relative rights, preferences and limitations as among such series, to the 
extent that such is to be specified in the articles, or 

(2) Set forth any authority of the board of directors to establish and 
designate series within any class of shares and determine the relative 
rights, preferences and limitations as among such series. 
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D. In addition, by way of summary, the articles shall state 

(1) The aggregate par value of all shares having par value which the 
corporation shall have authority to issue, and 

(2) The total number of shares without par value which the corporation 
shall have authority to issue. 

3. The articles of incorporation shall be signed by each incorporator, with 
his name and residence address legibly printed or typed beneath or opposite 
his signature; if an incorporator is a corporation, the title of the person sign-

if ing for it shall be stated, and the address of its principal place of business 
shall be stated. 

4. The articles of incorporation need not set forth any of the corporate 
powers enumerated in this Act; but no enumeration of some powers shall be 
deemed to exclude other powers granted by this Act unless the articles ex
pressly exclude such other powers. 

§ 404. Statement in articles of corporate purposes 

I. Unless expressly required by this Act, it shall not be necessary to 
specify, in the articles of incorporation, the business or businesses in which 
the corporation will engage; and in the absence of any such specification, a 
corporation organized under this Act shall have unlimited power to engage in 
and to do any lawful. act concerning any or all lawful businesses for which 
corporations may be organized under this Act. 

2. If it is the intention of the incorporators to limit the corporation to 
engaging in certain business or businesses, the articles may include a state
ment of the business or businesses to which the corporation shall be limited; 
but no mention of specific businesses in the articles shall be deemed a limita
tion on the corporation's powers to engage in other businesses unless such 
limitation is expressly stated in the articles. 

3. A. As used in this subsection: 

(1) The term "quasi-public corporation" includes all corporations au
thorized by law to engage in one or more of the following businesses, 
namely: 

Banking, insurance, construction and operation of railroads or aiding 
therein, the business of trust companies or corporations whose princi
pal business is to derive a profit from the loan or use of money, safe 
deposit companies, renting of safes and burglar and fire-proof vaults, 
telegraph and telephone companies, electric or gas light companies, 
water companies, 

and includes all corporations authorized by law to exercise the power of 
eminent domain. 

(2) The term "articles of incorporation," includes all those sorts of 
documents enumerated in section 102, subsection 4, whether or not the 
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corporation is one which could now be organized under this Act or under 
any public law. 

B. The articles of incorporation of any quasi-public corporation, whether 
organizing, amending its articles of incorporation, or participating in a 
merger or consolidation, under this Act or under some other public law or 
pursuant to special Act of the Legislature, shall expressly state that it is 
a quasi-public corporation, and further state which of the businesses or 
activities enumerated in paragraph A it claims the right to engage in. 

C. Notwithstanding that a corporation may by other provisions of law be 
authorized to be a quasi-public corporation, if any such corporation violates \ 
the requirement of paragraph B, the State may, in an action by the Attorney 
General secure an injunction prohibiting such corporation from engaging in 
any of the businesses or activities enumerated in paragraph A until the cor
poration has filed with the Secretary of State an appropriate amendment to 
its articles of incorporation, which amendment complies with paragraph B. 

D. The sole purpose of the statement in the articles required by paragraph 
B is to permit the Secretary of State to determine the proper fee payable 
upon filing of the articles, and shall not, in and of itself, confer any power 
on any corporation not possessed by it under some provision of law other 
than this section. 

§ 405. Determination to be made by Secretary of State 
before filing articles of incorporation 

1. When the articles of incorporation are delivered for filing by the Secre-
tary of State, he shall, before filing them, determine that the articles 

A. Comply with the requirements of sections 104 and 106; 

B. Set forth the information required by section 403 ; 

C. Do not adopt as the name of the corporation a name which is in viola
tion of section 301 ; and 

D. Appear in all other respects to conform to the requirements of this 
Act and to law. 

2. Upon making such determination, the Secretary of State shall file the 
articles of incorporation. 

§ 406. Beginning of corporate existence; filing as 
conclusive evidence of incorporation; exceptions 

1. The filed articles constitute the corporation's charter and authority to 
do business. 

2. The existence of the corporation shall begin as of the filing date of the 
articles of incorporation, endorsed by the Secretary of State upon the articles 
filed as provided by section 106. 

3. The fact that the articles of incorporation have been filed by the Secre
tary of State shall be conclusive evidence that all conditions required by this p, .. 
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Act to be performed by the incorporators have been complied with, that the 
corporation has been incorporated, and that its corporate existence has begun. 
Nothing in this subsection shall be construed to prohibit the State from insti
tuting proceedings to 

A. Cancel or revoke the articles of incorporation; 

B. Enjoin any person from acting as a corporation within this State with
out being duly incorporated; or 

C. Compel dissolution of the corporation; and in any such proceeding by 
the State, this section shall not give rise to any presumptions against the 
State. 

4. The fact of filing the articles may be proved by production of a certified 
copy thereof, or in any other manner permitted by law. 

§ 407. Powers of incorporators; organizational meeting 

1. If the persons who axe to serve as directors until the first annual meet
ing of the shareholders have not been named in the articles of incorporation, 
the incorporator or incorporators, until the directors are elected, shall man
age the affairs of the corporation and may do whatever is necessary and 
proper to perfect the organization of the corporation, including the adoption 
of the original bylaws of the corporation and the election of directors. If the 
persons who are to serve as directors until the first annual meeting have been 
nam8d in the articles of incorporation, the power of the incorporator or in
corporators to act for the corporation shall terminate upon filing of the 
2rticles ~ if the initial directors have not been named in the articles, the power 
of the j1:.~orporator or incorporators shall terminate upon the election and 
qualification of at least one director. 

2. At any time before or after the filing date of the articles of incorpora
tion an organizational meeting of the incorporator or incorporators, or of 
thro board of directors if the initial directors were named in the articles of 
incorporation, shall be held, either within or without this State, to adopt by
laws of the corporation, to elect directors, if the meeting is of the incorpora
tors. to serve or hold office until the first annual meeting of shareholders, to 
elect officrors if the meeting is of the directors. to do any other or further acts 
to complete the organization of the corporation, and to transact such other 
business as may come before the meeting. Such meeting may be held without 
can, upon the unanimous agreement of the incorporators or directors, as the 
case may be, or upon call as provided in subsection 3. 

3. If the organizational meeting is of the incorporators, it shall be held at 
the call of a majority of the incorporators; if the organizational meeting is of 
the directors named in the articles of incorporation, it shall be held at the 
call either of the sole incorporator or of a majority of the incorporators or of a 
majority of the directors named in the articles. The person or persons calling 
the meeting shall give to each other incorporator or director, as the case may 
be, at least 3 days' written notice thereof by any usual means of communica
tion; the notice shall state the time, place and purposes of the meeting. 
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4. The provisions of section 709, subsection 3 pertaining to waiver of 
notice and of section 71 I pertaining to unanimous action by directors without 
a meeting shall apply to the organizational meeting, whether it is a meeting 
of the directors or a meeting of the incorporators. 

CHAPTER 5 

CORPORATE FINANCE 

§ 50I. Authorized shares 

I. Each corporation shall have power to create and issue the number of 
shares stated in its articles of incorporation. Such shares may be divided 
into one or more classes, any or all of which classes may consist of shares 
with par value or shares without par value, with such designations, prefer
ences, limitations, and relative rights as shall be stated in the articles of 
incorporation. The articles of incorporation may limit or deny the voting 
rights cf, or provide special voting rights for, the shares of any class to the 
extent not inconsistent with this Act. 

2. Without limiting the authority herein contained, a corporation, when 
so provided in its articles of incorporation, may issue shares of preferred or 
special classes: 

A. Subject to the right of the corporation to redeem any of such shares at 
the price fixed by the articles of incorporation for the redemption thereof; 

B. Entitling the holders thereof to cumulative, noncumulative or partially 
cumulative dividends; 

C. Having preference over any other class or classes of shares as to the 
payment of dividends; 

D. Havi:J.g preference in the assets of the corporation over any other class 
or classes of shares upon the voluntary or involuntary liquidation of the 
corporation; . 

E. Convertible into shares of any other class or into shares of any series 
of the same or any other class, except a class having prior or superior rights 
2nd prezerences as to dividends or distribution of assets upon liquidation. 

3. If Sh;:;'TZS are divided into 2 or more classes, the shares of each class 
sl':!211 be so designated as to distinguish them from the shares of all other 
classes. Shares which are not preferred as to dividends or other distributions, 
including distributions in liquidation, shall not be designated as preferred 
shareS. 

4. N otwithst3nding any denial, limitation or definition of voting rights in 
the articles, at all times after the issuance of one or more shares there shall 
be one or more classes of outstanding shares which, singly or in the aggre
gate, possess fun voting rights. 

§ 502, Shares of preferred or special classes in series 

If t!1e articles of incorporation so provide, the shares of any preferred or 
rpecial class may be divided into and issued in series. If the shares of a~y 
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such class are to be issued in series, then each series shall be so designated as: 
to distinguish the shares thereof from the shares of all other series and 
classes. All shares of the same series shall be identical. Any or all of the 
series of any such class and the variations in the relative rights and pref
erences as between different series shall be fixed and determined by the 
articles of incorporation unless the articles vest authority in the board of 
directors to do so. All shares of the same class shall be identical except as 
to the following relative rights and preferences, as to which there may be 
variations between different series: 

A. The rate of dividend, and whether it is to be cumulative; 

B. Whether shares may be redeemed and, if so, the redemption price and 
the terms and conditions of redemption; 

C. The amount payable upon shares in event of voluntary and involuntary 
liquidation; 

D. Sinking fund provisions, if any, for the redemption or purchase of 
shares; 

E. The terms and conditions, if any, on which shares may be converted; 

F. The voting rights, if any. 

§ 503. Authority of directors in certain cases to issue shares of preferred 
or special classes in series 

I. If the articles of incorporation expressly vest such authority in the 
board of directors, then to the extent that the articles have not established 
series and fixed and determined the variations in the relative rights and pref
erences as between series, the board of directors shall have authority to divide 
any or all of such classes into series and, within the limitations set forth in 
section 502 and in the articles, to fix and determine the relative rights and 
preferences of the shares of any series so established. 

2. In order for the board of directors to establish a series, where authority 
so to do is contained in the articles of incorporation, the board shall adopt a 
resolution setting forth the designation Of the series and fixing and deter
mining the relative rights and preferences thereof, or so much thereof as 
shall not be fixed and determined by the arti.cles of incorporation. 

3. Prior to the issue of any shares of a series established by resolution 
adopted by the board of directOl"s, a statement shall be executed and delivered 
for filing, as provided by sections 104 and 106, and shall set forth: 

A. The name of the corporation; 

B. A copy of the resolution establishing and designating the series, and 
fixing and determining the relative rights and preferences, thereof. 

C. The date of adoption of such resolution; 

D. That such resolution was duly adopted by the board of directors. 
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4. Upon the filing of such statement by the Secretary of State, the resolu
tion establishing and designating the series and fixing and determining the 
relative rights and preferences thereof shall become effective and shaH con
stitute an amendment of the articles of incorporation. 

5. The board of directors may not be authorized to make any change in 
the designations, terms, limitations, or relative rights or preferences, although 
fixed by them as permitted by this section, of any shares after their issuance. 

§ 504. Rules of construction for preferred shares 

I. Unless otherwise provided by this Act, or by the articles of incorpora
tion, or by resolution of the board of directors in the case of shares whose 
terms may be fixed as provided by section 503 : 

A. Shares which are preferred as to dividends shall be deemed cumulative 
preferred shares. 

B. Shares which are preferred as to dividends shall not be entitled to 
participate in dividends beyond the amount of the stated dividend pref
erence. 

C. Shares which are preferred as to dividends shall be preferred, on liqui
dation of the corporation, to the extent of the par or stated value of the 
shares. 

D. Shares which are preferred as to liquidation shall not be entitled to 
participate in liquidation payments beyond the amount of the liquidation 
preference stated in the articles or implied under paragraph C. 

E. If preferred shares cumulative as to dividends are entitled to a prefer
ential payment on liquidation, such payment shall also include the amount 
of dividends accrued but unpaid as of the date of liquidation. 

F. Shares which are preferred as to dividends or as to payments upon 
liquidation shall not be entitled to vote. 

G. "Liquidation", "rights upon liquidation", and terms of like import shall 
refer to the formal dissolution of the corporation; and sale of all the cor
porate assets, or participation of the corporation in a merger or consolida
tion shall not be deemed a liquidation. 

2. This section does not apply to shares already issued or authorized on 
the effective date of this Act. 

§ 505. Subscriptions for shares 

1. A written subscription for shares of a corporation, whether existing or 
to be organized, if signed by the subscriber, shall be irrevocable for a period 
of 6 months from its date, unless otherwise provided by the terms of the 
subscription agreement or unless all of the subscribers consent to the revoca
tion of such subscription. 

2. Unless otherwise expressly provided in the subscription agreement, a 
written subscription for shares 
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A. Shall be enforceable, to the extent provided herein, regardless of wheth
er other subscriptions are made, and regardless of the number or amount 
of other subscriptions, and 

B. Shall be unconditional. 

3. Unless otherwise provided in the sUbscription agreement, sUbscriptions 
for shares, whether made before or after the organization of a corporation, 
shall be paid in full at such time, or in such installments and at such times, 
as the coard of directors shall determine. Any call made by the board of 
directors for payment on sUbscriptions shall be uniform as to all shares of 
the same class or as to all shares of the same series, as the case may be. 

it. A. In case of default in the paymen"t of any installment or call when 
such payment is due, the corporation may proceed to collect the amount 
due and all previously unpaid installments or calls in the same manner as 
any debt due the corporation. The bylaws may prescribe other penalties 
for failure to pay installments or calls that may become due, but no penalty 
working a forfeiture of a subscription, or of the amounts paid thereon, shall 
be declared as against any subscriber unless the amount due thereon shall 
remain unpaid for a period of 20 days after written demand has been made 
th€refor. If mailed, such written demand shall be deemed to be made when 
deposited in the United States mail in a sealed envelope addressed to the 
subscriber at his last post-office address known to the corporation, with 
postage thereon prepaid. 

B. A subscriber's liability on his subscription shall inure to and may be 
enfcrced by the corpor2.tion or by any shareholder suing derivatively on 
oehal£ of the corporation, or by a receiver, liquidator or trustee in bank
ruptcy of the corporation. 

5. In the event of the sale of any shares, the delinquent subscriber or his 
~~gal representative shall be entitled to be paid the excess of the sale proceeds 
realized over the sum of 

A. The amount due and unpaid on the subscription, and 

B. The reasonable expenses incurred in selling the shares. 

§ 506. Consideration for shares 

I. Shares having a par value may be issued for such consideration ex
pressed in dollars as shall be fixed from time to time by the board of directors 
unless the articles of incorporation reserve to the shareholders the right to 
fix the consideration; but except as otherwise permitted in this Act, such 
consideration shall not be less than the par value of the shares issued therefor. 

2. Shares without par value may be issued for such consideration ex
pressed in dollars as may be fixed from time to time by the board of directors 
unless the articles of incorporation reserve to the shareholders the right to 
fix the consideration. 

3. Treasury shares may be disposed of by the corporation for such con-
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sideration expressed in dollars as may be fixed from time to time by the board 
of directors, or by the shareholders if the articles of incorporation so provide. 

4. If the articles of incorporation reserve to the shareholders the right to 
fix the consideration for any shares, the shareholders shall, unless the articles 
otherwise provide, do so by a vote of the holders of a majority of all shares 
entitled to vote thereon. 

5. That part of the surplus of a corporation which is transferred to stated 
capital upon the issuance of shares as a share dividend shall be deemed to be 
the consideration for the issuance of such shares. 

6. In the event of a conversion or exchange of bonds, which includes de
bentures and other creditor securities, or shares, with or without par value, 
into or for shares, with or without par value, the consideration for the shares 
so issued in exchange or conversion shall be the sum of: 

A. Either the principal sum of and accrued interest on the bonds so 
exchanged or converted, or the stated capital then represented by the 
shares so exchanged or converted; plus 

B. Any surplus transferred to stated capital upon the issue of the new 
shares; plus 

C. Any additional consideration paid to the corporation for the new 
shares; plus 

D. Any stated capital not theretofore allocated to any designated class' or 
series which is thereupon allocated to the new shares. 

§ 507. Authority of directors to issue or dispose of shares; 
payment for shares 

1. Except to the extent that the articles of incorporation or the bylaws 
otherwise provide, the directors of a corporation shall have authority to issue 
from time to time any part or all of the authorized but unissued shares or 
dispose of the treasury shares of the corporation, and determine the time 
when, the terms and conditions upon which, and the consideration for which, 
the corporation shall issue or dispose of such shares. 

2. Consideration for the issuance of shares shall be paid, in money or in 
other property, tangible or intangible, actually received by, or in labor or 
services actually performed for, the corporation, or in any combination thereof, 
or in the case of share dividends, by a transfer from surplus to stated capital 
as elsewhere provided in this Act. 

3. Neither promissory notes nor other obligations, including any endorse
ment or guaranty of any obligation of the corporation, nor any agreement to 
perform future services, shall constitute payment or part payment for the 
initial issuance of shares of a corporation, nor for the reissue of shares 
previously retired. 

A. Even though it was accepted in violation of this subsection, any such 
obligation shall be enforceable according to its terms in an action by or on 
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behalf of the corporation or its creditors. 

B. 1£ shares are issued, in violation of this subsection, in exchange for 
unperformed obligations or promises, such shares shall be deemed sub
scribed-for shares not yet paid for; the liability of the holder thereof shaH 
be as set forth in section 505 or such greater liability as is stated in the 
obligation; and without affecting such liability, such shares may be can
clOned, and the holders thereof prevented from exercising the rights of a 
shareholder, in an action by or in the right of the corporation, its share
holders or its creditors. 

4. In the absence of fraud or bad faith in the transaction, the judgment of 
the board of directors or shareholders, as the case may be, as to the value of 
the consideration received for shares shall be conclusive. 

5. Every corporation shall keep a record of the consideration for all shares 
issued by it, the payment of the consideration and the number and par value, 
if any, of shares issued by it. 

§ 508. Share rights and options 

I. Unless this section or the articles of incorporation otherwise provide, 
a corporation, by action of its board of directors, may create and issue, wheth
er or not ,in connection with the issue and sale of any of its shares or other 
securities, rights or options entitling the holders thereof to purchase from 
the corporation shares of any class or classes, whether authorized but un
issued shares, treasury shares, or shares to be purchased or acquired by the 
corporation. The consideration and payment for shares to be purchased under 
any such right or option shall comply with the requirements of sections 506 
and 507. 

2. Such rights or options shall be evidenced by an instrument or instru
ments in such form as may be approved by the board of directors, which 
shaH set forth or shall incorporate by reference the terms and conditions upon 
which, the time or times at or within which, and the price or prices at which, 
such shares may be purchased from the corporation upon the exercise of an.y 
such rights or options. 

3. Such rights or options may be issued to directors, officers or employees 
of the corporation or a subsidiary or affiliate thereof as an incentive to, or 
reward for, service or continued service with the corporation, a subsidiary 
or affiliate thereof, or to a trustee on behalf of such dire<::tors, officers, em
ployees, if the issuance of such rights or options has. been approved by a 
majority of all outstanding shares entitled to vote thereon, or if the issu;:mce 
of such rights or options was authorized by, and is consistent with, a plan 
przviously approved by, such vote of the shareholders. Such plan may specify, 
without limitation, the terms and conditions upon which rights or options 
are to be issued, the consideration and the payment for shares, the issue of 
certificates for shares, any limitations or restrictions upon transferability of 
rights or options or shares received thereunder, eligibility for participation 
in the plan. effect of termination of employment upon participation, the maxi
mum number of shares to be reserved under the plan, and whether such 
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shares shall be authorized but unissued shares, treasury shares, or shares to 
be purchased or acquired by the corporation. 

4. In the absence of fraud or bad faith, the judgment of the board of 
directors or of the shareholders, as the case may be, shall be conclusive as to 
the adequacy of the consideration received or to be received by the corpora
tion for such rights or options. 

§ 509. When shares are fully paid and nonassessable; 
liability of subscribers and others 

1. A holder of or subscriber to shares of a corporation shall be under no 
obligation to the corporation or its creditors with respect to such shares other 
than the obligation to pay to the corporation the full consideration for which 
such shares were issued or to be issued. 

2. An executor, administrator, conservator, guardian, trustee, assignee for 
the benefit of creditors, r2ceiver or other fiduciary shall not be personally 
liable to the corporation as a holder of or subscriber to shares of a corpora
tion, but the estate and funds in his hands or under his control shall be so 
liable, but only to the same extent as his decedent, ward, assignor or the like 
would have been. 

'l. When the full consideration for which shares are to be issued has been 
paid to the corporation, such shares shall be deemed fully paid and non
assessable. 

It. As used in this section, a "bona fide purchaser" means a purchaser for 
'lalu<,; in good faith and without notice that less than the full consideration 
for which shares were to be issued has been paid to the corporation, who takes 
delivery of a certificate for shares in bearer form or of one in registered form 
issued to him or indorsed to him or in blank. 

A. A bona fide purchaser of shares shall not be personally liable to the 
corporation or its creditors for any unpaid portion of the consideration for 
which such shares were to be issued, nor shall his shares be subject to any 
claim on account thereof. 

B. An immediate or remote transferee of a bona fide purchaser of a cer
tificate for shares in a corporation has the same rights therein as are stated 
in this section with reference to a bona fide purchaser, unless the transferee 
was himself a party to any fraud or illegality in the issuance of the cer
tificate for shares. 

C. A person becoming an assignee or transferee of shares or of a sub
s'.:ription for shares in good faith and without notice that the fun considera
tion therefor has not been paid, but not qualifying as a bona fide purchaser 
thereof nor as a transferee of a bona fide purchaser, shall not be personally 
liable to the corporation or its creditors for any unpaid portion of the con
sideration for which such shares were to be issued; but the corporation 
shall have a lien on such shares in the amount of the unpaid balance of 
the consideration. 
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s. No pledgee or other holder of shares as collateral security shall be 
personally liable as a shareholder or subscriber. 

§ 510. Allowance of certain organization expenses 

The reasonable charges and expenses of organization or reorganization of 
a corporation, and the reasonable expenses of and compensation for the sale 
or underwriting of its shares, may be paid or allowed by such corporation 
out of the consideration received by it in payment for its shares without 
thereby rendering such shares assessable or not fully paid. 

§ 5 I I. Certificates representing shares 

L Each shareholder, upon payment in full for his shares, shall be entitled 
to a certificate certifying the number of shares owned by him in such corpora
tion. No certificate shall be issued for any share until such share is fully paid. 

2. Such certificate representing a share or shares in a corporation shall be 
signed by any 2 of: the president, a vice-president, the clerk, the secretary or 
an assistant secretary of the corporation, or by such other 2 officers as are 
designated in the bylaws and may be sealed with the seal of the corporation 
or a facsimile there·of. The signature of one or both of the 2 officers author
ized to sign share certificates may be facsimiles if the certificate is counter
signed by the clerk or a transfer agent or any assistant transfer agent, or 
registered by a registrar, other than the corporation itself or an employee of 
the corporation. In case any officer who has signed or whose facsimile signa
ture has been placed upon such certificate shall have ceased to be such officer 
before such certificate is issued, it may be issued by the corporation with the 
same effect as if he were such officer at the date of its issue. 

3. Every certificate representing shares issued by a corporation which is 
authorized to issue shares of more than one class shall set forth upon the 
face or back of the certificate, or shall state that the corporation will furnish 
to any shareholder upon request and without charge, a full statement of the 
designations, preferences, limitations and relativ~ rights of the shares of each 
class authorized to be issued and, if the corporation is authorized to issue any 
preferred or special class in series, the variations in the relative rights and 
preferences between the shares of each such series so far as the same have 
been fixed and determined, and the authority of the board of directors to fix 
and determine the relative rights and preferences of other series. 

4. Each certificate representing shares shall state upon the face thereof: 

A. That the corporation is organized under the laws of this State; 

B. The name of the person or persons to whom issued; 

C. The number and class of shares, and the designation of the series, if 
any, which such certificate represents; 

D. The par value of each share represented by such certificate, or a state
ment that the shares are without par value. 

s. This section shall not affect the val.dity of any share certificate of any 
corporation issued prior to the effective date of this Act. 
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§ 5I2. Issuance of fractional shares or scrip 

I. A corporation may, but shall not be obliged to, issue a certificate for 
fractional shares which shall entitle the holder, in proportion to his fractional 
holdings, to exercise voting rights and receive dividends and other distri
butions. 

2. As an alternative, a corporation may pay in cash the fair value of frac
tions of shares as of the time when those entitled to receive such fractions 
are determined. 

3. As an alternative, a corporation may issue scrip in registered or bearer 
form over the manual or facsimile signature of an officer of the corporation 
or of its agents, exchangeable as therein provided for full shares, but such 
scrip shall not entitle the holder to any rights of a shareholder except as 
therein provided. Such scrip may be issued subject to the condition that it 
shall become void if not exchanged for certificates representing full shares 
before a specified date, or subject to the condition that the shares for which 
such scrip is exchangeable may be sold by the corporation and the proceeds 
thereof distributed to the holders of such scrip, or subject to any other condi
tions which the board may determine. 

<1. A corporation may provide reasonable opportunity for persons entitled 
to fractions of shares or scrip to sell such fractions of shares or scrip or to 
purchase such additional fractions of shares or scrip as may be needed to 
acquire a full share. 

§ 5I3. Requirement of stated capital and determination thereof 

I. Upon issue by a corporation of shares with a par value, the considera
tion received therefor, expressed in dollars, shall constitute stated capital to 
the extent of the par value of the shares, and the excess, if any, of such con
sideration shall constitute capital surplus. 

2. Upon issue by a corporation of shares without par value, the entire 
consideration received thGrefor shall constitute stated capital unless the board 
of directors, within a period of 60 days after the issuance of such shares, 
alloca~es to capital surplus a portion, but not all, of the consideration received 
for such shares. No such allocation shall be made of any portion of the con
sideration received for shares without par value having a preference in the 
assets of the corporation upon involuntary liquidation except that part of 
such consideration which is in excess of such preference. 

3. If shares have been or shall be issued by a corporation in a merger or 
consolidation or in the acquisition of all or substantially all of the outstanding 
shares or of the property and assets of another corporation, whether domestic 
or foreign, any amount that would otherwise constitute capital surplus under 
the foregoing provisions of this section may instead be allocated to earned 
surplus by the b02xd of directors of the issuing corporation, except that its 
aggregate earned surplus shall not exceed the sum of the earned surpluses 
as defined in this Act of the issuing corporation and of all other corporations, 
domestic or foreign, that were merged or consolidated or of which the shares 
or assets were acquired. 
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4. The stated capital of a corporation may be increased from time to time 
by resolution of the board of directors transferring all or part of any surplus 
of the corporation to stated capital. The board may direct that the amount so 
transferred shall be stated capital in respect of any designated class or series 
of shares. 

5. If a corporation has issued any outstanding shares, with or without par 
value, of any class or classes having a preference in the assets of the corpora
tion in the event of involuntary liquidation of the corporation, its aggregate 
stated capital shall at all times be at least equal to the aggregate amount of 
such preference on all outstanding shares. 

§ 51"',. Dividends in cash or property 

I. The board of directors of a corporation may, from time to time, declare 
and the corporation may pay dividends on its outstanding shares in cash or 
property, including the shares of other corporations, except when the cor
poration is insolvent or when the payment of the dividend would render the 
corporation insolvent or when the declaration or payment thereof would be 
contrary to any restrictions contained in the articles of incorporation, subject 
always to the following limitations: 

A. Dividends may be declared and paid in cash or property only out of the 
unreserved and unrestricted earned surplus of the corporation, or out of the 
unreserved and unrestricted net earnings of the current fiscal year and the 
next preceding fiscal year taken as a single period, except as otherwise 
provided in this section and in the sections pertaining to dividends and 
distributions from capital surplus. If paid out of such net earnings, con
currently with the distribution thereof shareholders shall be given notice 
of the scurce of the dividend, and of the fact that there was no earned sur
plus from which it could have been paid. 

B. Except to the extent that the articles of incorporation otherwise pro
vide, a corporation engaged in the exploitation of natural resources or other 
wasting- assets, may declare and pay in cash or property, dividends out of 
the depletion reserves of the corporation, but each such dividend shall be 
identified as a distribution of such reserves and the amount per share paid 
such reserves shall be disclosed to the shareholders receiving the same con
currently with the distribution thereof. 

§ SIS. Share dividends and dividends in treasury shares 

T. The board of directors of a corporation may, from time to time, declare 
and the corporation may pay on its outstanding shares dividends in its own 
shares. except when the declaration or payment thereof would be contrary 
to any restrictions contained in the articles of incorporation, subject always to 
the following limitations: 

A. Dividends may be declared and paid in the corporation's own author
ized but unissued shares out of any unreserved and unrestricted surplus of 
the corporation on the following conditions: 
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(I) If a dividend is payable in its own shares having a par value, such 
shares shall be issued at not less than the par value thereof, and there 
shall be transferred to stated capital at the time the dividend is paid an 
amount of surplus at least equal to the aggregate par value of the shares 
to be issued as a dividend. 

(2) If a dividend is payable in its own shares without par value, the 
amount of stated capital to be represented by each such share shall be 
fixed by the board of directors by resolution adopted at the time the 
dividend is declared, and there shall be transferred to stated capital at 
the time the dividend is paid an amount of surplus equal to the aggregate 
stated capital so fixed in respect of such shares. .. 

(3) Nothing herein shall preclude a corporation from making additional 
or supplementary transfers from surplus to stated capital in connection 
with a share dividend. 

B. Dividends may be declared and paid by the corporation in its own 
shares out of any treasury shares that have been reacquired by the corpora
tion. No transfer from surplus to stated capital need be made by a corpora
tion paying a dividend in treasury shares to holders of any class of its 
outstanding shares. 

2. No dividend payable in shares of any class, whether such shares are 
authorized but unissued shares or treasury shares, shall be paid to the holders 
of shares of any other class unless the articles of incorporation so provide or 
unless such payment is authorized by the affirmative vote or written consent 
of the holders of at least a majority of the outstanding shares of the class in 
which the payment is to be made. 

3. A split-up or division of the issued shares of any class into a greater 
number of shares of the same class without increasing the stated capital of 
the corporation shall not be construed to be a share dividend within the 
meaning of this section. 

§ 5I6. Dividends from capital surplus in special cases 

The board of directors of a corporation may, from time to time, declare 
and the corporation may pay, out of its unreserved and unrestricted capital 
surplus, dividends on its outstanding shares in cash or property, including 
the shares of other corporations, except when the corporation is insolvent or 
when the payment of the dividend would render the corporation insolvent or 
when the declaration or payment thereof would be contrary to any restrictions 
contained in the articles of incorporation, in the following cases: 

I. In the event that the corporation has one or more subsidiaries of which 
it owns at least 75% of the voting stock, dividends may be declared and paid 
out of the capital surplus of the corporation to the extent of the net aggregate 
undistributed, unrestricted and unreserved consolidated earned surplus of the 
corporation and such of its 75%-owned subsidiaries as are organized under 
the laws of any state, territory or possession of the United States of America 
if, at the time of any such dividend, such corporation has, or as a result of 
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such dividend will have no earned surplus. In computing such consolidated 
earned surplus the financial statements of the corporation and its subsidiaries, 
as limited above, shall be consolidated after eliminating all inter-company 
items and there shall be deducted an amount equal to the aggregate of all 
dividends theretofore paid pursuant to this subsection. Each such dividend 
when made shall be identified as a payment out of capital surplus not in ex
cess of such consolidated earned surplus. 

2. Dividends may be declared and paid out of capital surplus to the 
holders of the corporation's outstanding shares having a cumulative preferen
tial right to receive dividends, in discharge of their cumulative dividend 
rights, if the corporation has no earned surplus or if its earned surplus would 
be insufficient to permit payment of such cumulative preferred dividends 
therefrom. Each such dividend, when made, shall be identified as a payment 
of cumulative dividends out of capital surplus. 

§ 517. Other distributions from capital surplus 

The board of directors of a corporation may, from time to time, distribute 
to its shareholders out of capital surplus of the corporation a portion of its 
assets, in cash or property, subject to the following provisions: 

I. No such distribution shall be made at a time when the corporation is 
insolvent or when such distribution would render the corporation insolvent. 

2. No such distribution shall be made unless the articles of incorporation 
so authorized, or unless such distribution is authorized by the affirmative vote 
of the holders of at least a majority of the outstanding shares of each class 
whether or not entitled to vote thereon by the provisions of the articles of 
incorporation of the corporation. 

3. No such distribution shall be made to the holders of any class of shares 
unless all cumulative dividends accrued on all preferred or special classes of 
shares entitled to preferential dividends shall have been fully paid. 

4. No such distribution shall be made to the holders of any class of shares 
which would reduce the remaining net assets of the corporation below the 
aggregate preferential amount payable in event of voluntary liquidation to 
the holders of shares having preferential rights to the assets of the cor
poration. 

5. Each such distribution, when made, shall be identified as a distribution 
from capital surplus and the amount per share disclosed to the shareholders 
receiving the same concurrently with the distribution thereof. 

§ 518. Corporation's purchase and disposition of its ovm shares 

I. A corporation may acquire its own shares 

A. By gift, bequest, merger, consolidation, distribution of the assets of 
another corporation, or exchange of its shares, and 

B. By purchase, as provided in this section; and it may hold, own, pledge, 
transfer, or otherwise dispose of such shares however acquired. 
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2. A corporation may purchase its own shares only to the extent of unre
served and unrestricted earned surplus. If authorized by the articles of in
corporation, or by the affirmative vote of at least a majority of the outstand
ing shares of each class whether or not entitled to vote thereon by the pro
visions of the articles of incorporation, a corporation may also purchase its 
own shares to the extent of unreserved and unrestricted capital surplus. 

3. Upon purchase of its own shares, the corporation's earned or capital 
surplus, as the case may be, shall be reduced by the cost of such shares. Upon 
sale or other disposition of all or any part of such shares for a consideration, 
the consideration received for each of such shares: 

A. May be earned surplus, up to an amount not in excess of that portion 
of the (':ost of purchasing such shares by which earned surplus was reduced 
at the time of purchase; 

B. Shall be capital surplus, except for such portion of the consideration 
which the corporation elects, under the authority of paragraph A to restore 
to earned surplus. 

Surplus created upon retirement or cancellation of shares reacquired by the 
corporation, whether by purchase or otherwise, shall be capital surplus. Stated 
capital shall not be changed by retention of reacquired shares as treasury 
shares nor by their subsequent distribution to shareholders nor by their dis
position for a consideration. 

4. Notwithstanding the limitations of subsection 2, the directors of a cor
poration may authorize the purchase of its own shares for the following 
purposes: 

A. To eliminate fractional shares or to avoid their issuance; 

B. To collect, release or compromise in good faith a debt, claim or con
troversy; 

C. To satisfy claims of dissenting shareholders who are entitled to pay
ment of the fair cash value of their shares under any provision of this Act; 

D. Subject to other provisions of this Act, to effect the retirement or 
cancellation of its redeemable shares by redemption or by purchase at a 
price not in excess of the redemption price. 

5. A corporation shall in no event purchase its own shares if the cor
poration is insolvent, or if such purchase or payment would render it insol
vent, or would reduce the remaining net assets of the corporation below the 
aggregate preferential amount payable in event of voluntary liquidation to 
the holders of shares having preferential rights to the assets of the cor
poration. 

§ 5I9. Issue and redemption of redeemable shares 

I. The articles of incorporation may authorize the corporation to issue 
one or more classes or series of shares which are redeemable, in whole or 
part, at the option of the corporation or, in the case of a preferred or special 

.. 
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class or series thereof, at the option of the shareholder. The articles, or the 
resolution of the board of directors if the board has authority to fix and 
determine such terms, shall set forth the price at which, the period within 
which, and the conditions under which such shares may be redeemed. 

2. Except in the case of an open-end investment company, as defined by 
the Act of Congress entitled "Investment Company Act of I940," no corpora
tion shall issue any common shares which by their terms purport to grant to 
any holder thereof the right to require the corporation to redeem such shares. 

3. No redemption or purchase of redeemable shares shall be made by a 
corporation if it is insolvent, or if such redemption or purchase would render 
it insolvent, or would reduce the remaining net assets of the corporation 
below the aggregate preferential amount payable in event of voluntary liqui
dation to the holders of shares having preferential rights to the assets of the 
corporation. 

4. When redeemable shares are purchased by the corporation, the pur
chase price shall not exceed the redemption price stated in the articles of 
incorpora tion. 

§ 520. Retirement or cancellation of redeemable shares 
by redemption or purchase 

I. The redemption or purchase by a corporation of its redeemable shares 
shall of itself retire such shares, which shall automatically be restored to the 
status of authorized but unissued shares, unless the articles of incorporation 
provide that such shares shall be cancelled and not reissued. 

2. The retirement or cancellation of such shares shall reduce the stated 
capital of the corporation by that part of the stated capital which was, at the 
time of such action, represented by those shares. 

3. If the shares are cancelled, a statement of cancellation shall be executed 
and delivered for filing as provided by sections I04 and I06, and shall set 
forth: 

A. The name of the corporation; 

B. The number of redeemable shares reacquired and cancelled by redemp
tion or purchase, itemized by classes and series; 

C. The number of shares which the corporation has authority to issue, 
itemized by classes and series, after giving effect to such cancellation, and 
summarized to show the aggregate par value of shares having par value 
which the corporation is authorized to issue and the aggregate number of 
shares without par value which it is authorized to issue. 

4. The filing of the statement of cancellation shall amend the articles to 
reduce the number of authorized shares by the number of cancelled shares. 

5. Nothing contained in this section shall be construed to forbid a retire
ment or cancellation of shares or a reduction of stated capital in any other 
manner permitted by this Act. 
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§ 52!. Disposition or retirement or cancellation of other reacquired shares 

!. Any shares of a corporation reacquired by it, other than redeemable 
shares redeemed or purchased, may be either held as treasury shares or may 
be retired or cancelled by the board of directors at the time of reacquisition 
or at any time thereafter. 

2. The retirement or cancellation of such shares shall reduce the stated 
capital of the corporation by that part of the stated capital which was, at the 
time of such action, represented by those shares. 

3. If the shares are cancelled, a statement of cancellation shall be executed 
and delivered for filing as provided by sections 104 and 106, and shall set 
forth: 

A. The name of the corporation; 

B. The number of reacquired shares cancelled by resolution adopted by 
the board of directors, itemized by classes and series, and the date of the 
adoption of the resolution for their cancellation; 

C. The number of shares which the corporation has authority to issue, 
itemized by classes and series, after giving effect to such cancellation, and 
summarized to show the aggregate par value of shares having par value 
which the corporation is authorized to issue and the aggregate number of 
shares without par value which it is authorized to issue. 

4. The filing of the statement of cancellation shall amend the articles to 
reduce the number of authorized shares by the number of cancelled shares. 

5. Nothing contained in this section shall be construed to forbid retirement 
or cancellation of shares or a reduction of stated capital in any other manner 
permitted by this Act. 

§ 522. Reduction of stated capital 

1. A corporation may reduce its stated capital, where such reduction is not 
accompanied by any action requiring an amendment of the articles of incor
poration and is not accompanied by retirement or cancellation of shares, by 
complying with the following procedure: 

A. The board of directors shall adopt a resolution setting forth the amount 
of the proposed reduction and the manner in which the reduction shall be 
effected, and directing that the question of such reduction be submitted to 
a vote at a meeting of shareholders, which may be either an annual or a 
special meeting. 

B. Written notice, stating that the purpose or one of the purposes of such 
meeting is to consider the question of reducing the stated capital of the 
corporation in the amount and manner proposed by the board of directors, 
shall be given to each shareholder of record within the time and in the 
manner provided in this Act for the giving of notice of meetings of share
holders. 

.. 
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C. At such meeting a vote of the shareholders shall be taken on the ques
tion of approving the proposed reduction of stated capital, which shall 
require for its adoption the affirmative vote of the holders of at least a 
majority of the outstanding shares of each class whether or not entitled 
to vote thereon by the articles of incorporation. 

2. No reduction of stated capital shall be made under this section, if after 
such reduction the amount of the aggregate stated capital of the corporation 
would be an amount equal to or less than the aggregate preferential amounts 
payable in the event of involuntary liquidation on all issued shares having 
preferential rights to the assets of the corporation, or an amount less than 
the aggregate par value of all issued shares having a par value. 

§ 523. Special provisions relating to surplus and reserves 

I. A corporation may, by resolution of its board of directors, apply any 
part or all of its capital surplus to the reduction or elimination of any deficit 
arising from losses, however incurred, but only after first eliminating the 
earned surplus, if any, of the corporation by applying such losses against 
earned surplus, and only to the extent that such losses exceed the earned sur
plus, if any. Each such application of capital surplus shall, to the extent 
thereof, effect a reduction of capital surplus. Each such application of capital 
surplus shall be disclosed in the next financial statement furnished by the 
corporation to its shareholders and at its next regular or special meeting of 
shareholders. 

2. A corporation may, by resolution of its board of directors, create a re
serve or reserves out of its earned surplus or capital surplus for any proper 
purpose or purposes, and may increase, decrease or abolish any such reserves 
in the same manner. Earned surplus of the corporation to the extent so 
reserved shall not be available for the payment of dividends or other distri
butions by the corporation except as expressly permitted by this Act. 

3. After merger, consolidation or combination of a corporation and one 
or more domestic or foreign corporations by purchase or otherwise, the 
amount of the earned surplus of the surviving, new or purchasing corpora
tion shall not exceed the aggregate net earned surplus of the constituent 
corporations as it existed immediately prior to such merger, consolidation or 
combination, reduced by such distributions to shareholders and transfers of 
earned surplus to stated capital or capital surplus as were made in connection 
with the issue of shares or otherwise at the time of merger, consolidation 
or combination. 

4. The capital surplus of a corporation may be increased from time to 
time by resolution of the board of directors directing that all or a part of 
the earned surplus of the corporation be transferred to capital surplus. 

5. The surplus, if any, created by or arising out of a reduction of the stated 
capital of a corporation shall be capital surplus, regardless of whether such 
reduction is accomplished as provided in section 522, or by the retirement or 
cancellation of reacquired or surrendered shares, or by an amendment to the 
articles reducing the par value of shares, or in any other manner. 
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§ 524. Convertible securities 

1. A corporation may, if authorized by the articles of incorporation, issue 
shares convertible, at the option of the holder only, into shares of any other 
class or into shares of any series of the same or any other class, except a class 
or any series having prior or superior rights and preferences as to dividends 
or distribution of assets upon liquidation. The period within which and the 
terms and conditions upon which shares may be converted shall be stated in 
the articles of incorporation, or in a resolution of the board of directors if the 
board of directors has authority to fix and determine that right. Shares with
out par value shall not be converted into shares with par value, unless that 
part of the stated capital of the corporation represented by such shares with- ~ 
out par value is, at the time of conversion, at least equal to the aggregate 
par value of the shares into which the shares without par value are to be 
converted. 

2. A corporation may, if authorized by the articles of incorporation, issue 
bonds or debentures convertible into other bonds or debentures of the corpora
tion within such period and upon such terms and conditions as shall be fixed 
by the board of directors. 

3. A corporation may, if authorized by the articles of incorporation, issue 
bonds or debentures convertible into shares within such period and upon such 
conditions as shall be fixed by the board of directors. 

4. At the time of authorizing any securities convertible into shares, the 
corporation shall provide for and at all times thereafter retain sufficient 
authorized but unissued shares of all classes necessary to satisfy the conver
sion of all issued outstanding securities convertible into shares. 

5. When shares are converted, they shall be cancelled. Conversion of 
shares shall not reduce the aggregate stated capital of the corporation, but 
the effect, if any, of conversion upon stated capital shall be stated in the next 
financial statement furnished to shareholders. 

§ 525. Unclaimed dividends and other distributions to shareholders 

I. Whenever a dividend or other distribution to shareholders has been 
declared by a corporation and the check in payment thereof has not been 
presented for payment within 20 years from the date of issue thereof, and, in 
the exercise of due diligence, the shareholder entitled thereto cannot be lo
cated, then said corporation may stop payment on said check, if it has not 
theretofore done so, and pay said dividend or dividends or other distribution 
to the Treasurer of State to be held by him for said shareholder as provided, 
and cancel on its books the certificate, whether or not in its possession, evi
dencing the shares in respect of which said dividend or dividends or other 
distributions were declared, issue a duplicate certificate for said shares in the 
name of the Treasurer of State and deliver said duplicate certificate to the 
Treasurer of State. 

2. The Treasurer of State shall, prior to January 31st of each year, cause 
notice, in such form as he shall approve, to be published in the state paper, 

I 
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at least once each week for 2 successive weeks, of all dividends and distribu
tions and shares of stock received by him during the preceding calendar year 
pursuant to this section, with the name, if known, and the last known address, 
if any, of each person appearing to be the owner of any such dividend or divi
dends or distributions and of any such shares of stock. After March 1st and 
prior to March 31st of each year the Treasurer of State shall sell in the open 
market or at public sale all shares of stock represented by duplicate certifi
cates delivered to him pursuant to this section during the preceding calendar 
year except for such as may be the subject of applications then pending in the 
Superior Court pursuant to this section. All funds received by the Treasurer 
of State from the sale of shares of stock for any such shareholder shall be held 
by him for said shareholder as provided. 

3. Any claimant to any dividend or dividends or other distributions paid 
to the Treasurer of State pursuant to this section and any claimant to any 
shares of stock, or to the proceeds of the sale of any shares of stock, paid 
to the Treasurer of State pursuant to this section shall make application 
therefor, within 20 years after the first publication of the notice in respect 
thereof provided for in subsection 2, to the treasurer, who shall pay the same 
upon satisfactory proof that the claimant is entitled thereto. If the treasurer 
is not satisfied as to the right of any claimant to such funds, the claimant may 
bring a civil action against the treasurer in the Superior Court for Kennebec 
County, which, if satisfied as to the claimant's legal right thereto, shall issue 
an order directing the Treasurer of State to pay the same to the claimant, 
and the same shall be paid as directed in said order. At the expiration of said 
20-year period any unclaimed funds received by the Treasurer of State pur
suant to this section shall escheat to the State. Any income earned on any 
funds received by the Treasurer of State pursuant to this section during said 
20-year period shall be paid into the General Fund of the State as compensa
tion to the State for administration. 

CHAPTER 6 

BYLAWS, SHAREHOLDERS AND VOTING 

§ 60I. Bylaws generally 

1. The bylaws of a corporation may contain any provisions for the regu
lation and management of the business and affairs of the corporation which 
are not inconsistent with law or with the articles of incorporation. Any pro
vision which could properly appear in the bylaws may be included in the 
articles of incorporation. 

2. Unless otherwise provided in the articles, the initial bylaws of a cor~ 
poration shall be adopted by its board of directors or, if the initial directors 
were not named in the articles of incorporation, by the incorporator or in
corporators. 

3. Thereafter, the board of directors shall have the power to alter, amend 
or repeal the bylaws, and to adopt new bylaws, unless such power is ex
pressly reserved to the shareholders by the articles of incorporation. 
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4· The articles of incorporation may exclusively vest in the shareholders 
the power to adopt, amend and repeal the bylaws generally or a particular 
bylaw or class of bylaws. Even though no such power is reserved to and 
invested in the shareholders, the holders of shares entitled to vote to elect 
directors may amend or repeal a bylaw adopted by the directors, in which 
caSG the directors may not, for 2 years thereafter, amend or readopt the bylaw 
thm amended or repealed by the shareholders; but this sentence shall not 
apply to any corpof<1tion which is an insurer, unless its articles or bylaws 
expressly so provide. 

5· Action by the incorporators or directors with respect to bylaws shall 
ber aken by a vote of a majority of those voting thereon, and action by the 
sh&n,holders with respect to bylaws shall be taken by a vote of a majority of 
sh:,res voting thereon, unless this Act or the articles of incorporation shall 
require such action to be taken by a greater number of incorporators, di
rectors or shareholders. 

6. Any notice of a meeting of the incorporators, directors or shareholders 
at "vhich bylaws are to be adopted, amended or repealed shall include notice 
of such proposed action; when the initial bylaws are to be adopted, it shall 
be sufficient for the notice to so statE:; subsequent to the adoption of the initial 
bylrws, notice of a meeting at which bylaws are to be adopted, amended or 
repealed shall either set out the text of the proposed new bylaw, amendment, 
or bylaw to be repealed, or shall summarize the changes to be effected by 
such adoption, amendment or repeal. 

§ 6C2. Bylaws and other powers in emergency 

I. The board of directors of any corporation may adopt emergency bylaws, 
subject to repeal or change by action of the shareholders, which shall, not
withstanding any different provision elsewhere in this Act or in the articles 
of incorporation or bylaws, be operative during any emergency in the conduct 
of the business of the corporation resulting from an attack on the continental 
United States or any nuclear or atomic disaster. The emergency bylaws may 
make any provision that may be practical and necessary for the circumstances 
of the emergency, including provisions that: 

A. A meeting of the board of directors may be called by any officer or 
director in such manner and under such conditions as shall be prescribed 
in the emergency bylaws; 

B. The director or directors in attendance at the meeting, or any greater 
number fixed by the emergency bylaws, shall constitute a quorum; and 

C. The officers or other persons designated on a list approved by the 
board of directors before the emergency, all in such order of priority and 
subject to such conditions, and for such period of time, not longer than 
reasonably necessary after the termination of the emergency, as may be 
provided in the emergency bylaws or in the resolution approving the list, 
shall, to the extent required to provide a quorum at any meeting of the 
board of directors, be deemed directors for such meeting. 
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2. The board of directors, either before or during any such emergency, 
may provide, and from time to time modify, lines of succession in the event 
that during such an emergency any or all officers or agents of the corporation 
shall for any reason be rendered incapable of discharging their duties. 

3. The board of directors, either before or during any such emergency, 
may, effective in the emergency, change the head office or designate several 
alternative head offices or regional offices, or authorize the officers so to do. 

4. To the extent not inconsistent with any emergency bylaws so adopted, 
the bylaws of the corporation shall remain in effect during any such emer
gency and upon its termination the emergency bylaws shall cease to be 
operative. 

5. Unless otherwise provided in emergency bylaws, notice of any meeting 
of the board of directors during any such emergency may be given only to 
such of the directors as it may be feasible to reach at the time and by such 
means as may be feasible at the time. 

6. To the extent required to constitute a quorum at any meeting of the 
board of directors during any such emergency, the officers of the corporation 
who are present shall, unless otherwise provided in emergency bylaws, be 
deemed, in order of rank and within the same rank in order of seniority, 
directors for such meeting. 

7. No officer, director or employee acting in accordance with any emer
gency bylaws shall be liable except for willful misconduct. No officer, director 
or employee shall be liable for any action taken by him in good faith in such 
an emergency, in furtherance of the ordinary business affairs of the corpora
tion, even though not authorized by the bylaws then in effect. 

8. If emergency bylaws have not been adopted by a corporation, action 
taken in good faith by its shareholders, directors, officers, and employees 
during any such emergency shall be valid if it is substantially in compliance 
with this section, or if it is otherwise reasonably necessary and practical for 
the emergency operation and management of the business. 

§ 603. Meetings of shareholders; when held; how called 

I. Meetings of shareholders shall be held at such place as may be specified 
by the bylaws, or at such place as may be selected in the manner provided for 
in the bylaws, consistent with the articles and this Act. In the absence of 
any such provision, all meetings shall be held at the registered office of the 
corporation. The articles of incorporation may provide that meetings may be 
held outside this State, either generally or at specified places outside this 
State; in the absence of any such provision in the articles, all meetings of the 
shareholders shall be held within this State. 

2. A meeting of shareholders shall be held annually for the election of 
directors and the transaction of other business on a date specified in the 
bylaws. A failure to hold the annual meeting at the designated time or to 
elect a sufficient number of directors to conduct the business of the corpora-
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tion shall not affect otherwise valid corporate acts or work a forfeiture or 
dissolution of the corporation. 

3. If there shall be a failure, for whatever reason, to hold the annual 
meeting for a period of 30 days after the date for such meeting specified in 
the bylaws, or if no date has been specified, for a period of 13 months after 
the organization of the corporation or after its last annual meeting, a substi
tute annual meeting may be called by any person or persons entitled to call 
a special meeting of the shareholders. 

4. Special meetings of the shareholders may be called by anyone of the 
following: 

A. The president; 

B. The chairman of the board of directors; 

C. A majority of the board of directors; 

D. The holders of not less than 10% of the shares entitled to vote at the 
meeting, unless the articles of incorporation or bylaws provide for a smaller 
percentage or unless any section of this Act otherwise provides; or 

E. Such other officers or persons as may be provided in the articles of 
incorporation, or in the bylaws. 

§ 604. Notice of shareholders' meetings 

I. Written notice stating the place, day and hour of the meeting and, in 
case of a special meeting or when otherwise required by this Act, the purpose 
or purposes for which the meeting is called, shall be delivered 

A. Not less than 10 nor more than 50 days, or 

B. In the case of a close corporation, not less than 3 nor more than 50 days, 

before the date of the meeting, either personally or by mail, by or at the 
direction of the president, the secretary, the clerk, or the officer or persons 
calling the meeting, to each shareholder of record entitled to vote at such 
meeting. If mailed, such notice shall be deemed delivered when deposited 
with postage prepaid in the United States mail, addressed to the shareholder 
at the address appearing on the stock transfer books of the corporation. 

2. Upon written request transmitted in person or by registered or certi
fied mail to the president or clerk or secretary by any person entitled under 
section 603, subsection 3 or 4 to call a meeting of shareholders, such officer 
shall deliver to the shareholders entitled thereto notice, as provided by this 
section, of a meeting to be held on a date fixed by such officer, which date 
shall be 

A. Not less than 10 nor more than 50 days, or 

B. In the case of a close corporation, not less than 3 nor more than 50 days, 

after receipt of such request. If notice of the meeting is not given within 15 

days after transmission of the request therefor to the president or clerk or 
secretary, the person or persons calling the meeting may fix the time of 
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meeting and give or cause to be given notice thereof as provided by this 
section. 

3. An affidavit of the officer designated under subsection I or of such 
other person who gave notice as required by this section, that such notice 
has been given, shall in the absence of fraud be prima facie evidence of the 
facts stated therein. 

4. When a meeting is adjourned, for whatever reason, for 30 days or more, 
notice of the adjourned meeting shall be given as provided by this section. 
Notice of a meeting adjourned for less than 30 days need not be given if the 
time and place of the adjourned meeting are announced at the meeting at 
which the adjournment is taken, unless a new record date is fixed for the 
adjourned meeting. At the adjourned meeting the corporation may transact 
any business which might have been transacted at the meeting at which the 
adjournment was taken. 

§ 605. Waiver of notice and call 

I. Notice of a meeting of shareholders need not be given to any share
holder who signs a waiver of notice, in person or by proxy, either before or 
after the meeting. Unless required by the bylaws, neither the business trans
acted nor the purpose of the meeting need be specified in the waiver. 

2. Such signed waiver of notice shall also constitute a waiver of formal 
call of the meeting. 

~. Attendance of a shareholder at a meeting, in person or by proxy, shall 
of itself constitute waiver of notice and call, and of any defects therein, except 
when the shareholder attends a meeting solely for the purpose of stating his 
objection, at the beginning of the meeting, to the transaction of any business 
on the ground that the meeting is not lawfully called or convened, or that 
insufficisnt notice thereof was given. 

4. In the case of specific items of business which this Act, the articles or 
the byiaws require to be specifically mentioned in the notice of meeting, 
attendance of a shareholder at a meeting shall also constitute a waiver of 
such specific notice, and of any defect or deficiency therein, unless the share
holder (r) states his objection to the transaction of that item of business, on 
the ground of insufficiency of notice thereof, when the item of business is 
first brought before the meeting, and (2) refrains from voting on such item 
of business. 

§ 606. Fixing record date for determining shareholders 

1. For the purpose of determining shareholders entitled to notice of or to 
vote at any meeting of shareholders or any adjournment thereof, or entitled to 
receive payment of a dividend or other distribution, or in order to make 
a determination of shareholders for any other proper purpose, the board of 
directors may, in accordance with the bylaws or by resolution in the absence 
of an applicable bylaw, fix in advance a record date for any such determina
tion of shareholders. Such date shall not in any case be more than 50 days 
and, in the case of a meeting of shareholders, 
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A. Not less than 10 full days or, 

B. In the case of a close corporation, not less than 3 full days, 

prior to the date on which the particular action, requiring such determination 
of shareholders, is to be taken. 

2. If no record date is fixed for determination of shareholders entitled to 
notice of or to vote at a meeting of shareholders, or shareholders entitled to 
receive payment of a dividend or other distribution, the day next preceding 
the date on which notice of the meeting is mailed, or the date next preceding 
the date on which the resolution of the board of directors declaring such 
dividend is adopted, as the case may be, shall be the record date for determi
nation of shareholders. 

3. If a meeting of the shareholders is called by any person entitled to do 
so pursuant to section 603, subsection 3 or 4, and if the directors fail or refuse 
to fix a record date for the purpose of determining shareholders entitled to 
notice of and to vote at such meeting, then the persons calling such meeting 
may fix a record date in accordance with subsection 1. 

4. If the bylaws so provide, the directors may, in lieu of fixing a record 
date as provided in subsection I, clase the stock transfer books for a stated 
period. Such period shall not in any case exceed 50 days and, in case of a 
meeting of shareholders, the books shall be closed 

A. Not less than 10 full days or, 

B. In the case of a close corporation, not less than 3 full days, 

immediately preceding the date of such meeting. 

5. When a meeting of the shareholders is adjourned for less than 30 days, 
the determination of shareholders entitled to vote at the original meeting, 
made as provided in this section, shall apply to the adjourned meeting unless 
the directors fix a new record date for such adjourned meeting in accordance 
with subsection I and cause new notice of the adjourned meeting to be given 
as for an original meeting. When a meeting of the shareholders is adjourned 
for 30 days or more, a new record date shall be fixed for the adjourned meet-
ing in accordance with subsection 1. • 

§ 607. List of shareholders entitled to vote at meeting 

I. The officer or agent having charge of stock transfer books for shares of 
a corporation shall, in advance of each meeting of shareholders, prepare a 
complete list of the shareholders entitled to vote at that meeting of share
holders and any adjournment thereof. Such list shall be arranged in alpha
betical order, with the address of and the number of shares held by each 
shareholder. The requirement of a list may be satisfied by a card index show
ing the required information and alphabetically arranged; and the list may 
be classified by classes and series of stock held. 

2. For a period commencing upon the record date or the date when the 
stock transfer books are closed and in no event less than 

A. Ten days or, 
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B. In the case of a close corporation, 3 days, 

prior to the date of the meeting, such list of shareholders shall be kept on 
file at the office of the clerk of the corporation, and at the office of its transfer 
agent or registrar, if any, and shall be subject to inspection by any share
holder at any time during usual business hours. 

3. The list required by subsection I shall also be produced and kept open 
at the time and place of the meeting and shall be subject to the inspection of 
any shareholder during the whole time of the meeting. 

4. The original stock transfer books shall be prima facie evidence as to 
the shareholders who are entitled to examine the list required by subsection 
I or the transfer books or to vote at any meeting of shareholders. 

5. Failure to comply with the requirements of this section shall not affect 
the validity of any action taken at any meeting. 

6. If the requirements of this section have not been substantially complied 
with, the meeting shall, on the demand in person or by proxy of any share
holder who sought to inspect the required list, be adjourned until the require
ments are complied with. 

§ 608. Quorum of shareholders 

1. A. Unless otherwise provided in the bylaws, a majority of the shares 
entitled to vote thereat shall constitute a quorum at a meeting of share
holders; when a specified item of business is required to be voted on by a 
class or classes, a majority of the shares of each such class or classes shall 
constitute a quorum for the transaction of such items of business. 

B. The bylaws may specify a quorum requirement of less than a majority, 
but in no event maya quorum consist of less than 7'3 of the shares entitled 
to vote. 

C. The bylaws may require any greater number or percentage than a 
majority, and may require unanimous attendance, to constitute a quorum. 

2. In the absence of a quorum, any meeting of shareholders may be ad-
journed from time to time by vote of a majority of the shares present. 

3. The shareholders present at a duly called or held meeting at which a 
quorum was once present may continue to do business at the meeting or at 
any adjournment thereof, notwithstanding the withdrawal of enough share
holders to leave less than a quorum. 

4. Shares shall not be counted towards a quorum for a meeting of share
holders if voting of such shares has been enjoined or if for any reason they 
may not lawfully be voted at such meeting. 

5. Failure or refusal of a shareholder to attend a meeting of shareholders 
shall in no event estop or bar such shareholder from challenging any action 
taken at such meeting on the ground that the meeting was improperly called, 
that a quorum was not present, or on any other legitimate ground. 
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§ 60g. Voting inspectors 

I. Except as provided in subsection 2, the clerk of the corporation, or in 
his absence the secretary or an assistaI"it secretary of the corporation, or a 
person elected by a meeting as its temporary secretary, shall act as voting 
inspector at each meeting of the shareholders. 

2. The bylaws may provide that the holder of some other office, or that 
some other person or persons, shall be the voting inspectors; or the bylaws 
may specify how voting inspectors shall be designated. Unless the bylaws 
otherwise provide, the person presiding at a meeting may designate the per
son or persons, whether or not including one of the officers named in sub
section I, as the voting inspectors for that meeting. 

3. The inspectors shall determine the number of shares outstanding and 
the voting power of each, the shares represented at the meeting, the existence 
of a quorum and the authenticity, validity and effect of proxies; they shall 
receive votes, hear and determine all challenges and questions arising in 
connection with the right to vote, count and tabulate all votes, determine and 
announce the result, and otherwise see that the vote or election is conducted 
with fairness to all shareholders. 

4. Upon request of the person presiding at the meeting or of any share
holder entitled or claiming to be entitled to vote thereat, the inspectors shall 
report in writing on any challenge, question or matter determined by them 
and execute a certificate of any fact found by them. 

5. Any report or certificate made by the inspectors shall be prima facie 
evidence of the facts stated therein and of the vote as certified by them. 

§ 610. Determination of shareholders 

The principles applicable to determination of shareholders or representa
tives of shareholders entitled to vote shall apply, so far as possible to (I) 
ascertaining the presence of a quorum at a meeting of shar-eholders, and (2) 
determining the shareholders or representatives of shareholders entitled to 
give a proxy to vote. 

§ 6Il. Required vote of shareholders 

I. Except to the extent that the vote of a greater number of shares or 
voting by classes or series of shares is required by this Act or by the articles 
or bylaws, at any meeting of shareholders which has been duly called, or 
notice and call of which has been unanimously waived, and at which a quorum 
is present, 

A. Any corporate action shall be authorized by a majority of the votes cast 
at the meeting by the holders of shares entitled to vote on the subject 
matter; 
B. In elections of directors, those candidates who receive the greatest 
number of votes cast at the meeting by the holders of shares entitled to 
vote to elect directors, even though not receiving a majority of the votes 
cast, shall be deemed elected. 
2. The articles or bylaws may require a vote greater than a majority, may 

require a unanimous vote, and may specify that the stipulated percentage 

• 
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shall be determined with reference to the total shares entitled to vote, either 
as to specific issues or as to all issues which may come before the shareholders. 

§ 612. Qualification of voters 

1. Each outstanding share, regardless of class, shall entitle the holder 
thereof to one vote on each matter submitted to the shareholders, except as 
otherwise provided in this Act or in the articles of incorporation as permitted 
by this Act. 

2. The articles of incorporation may, either absolutely or conditionally, 
deny or limit the voting rights of, or provide special voting rights for, or 
otherwise define the voting powers of, any designated class or classes or 
series of shares. 

3. The articles of incorporation may specify that any class or classes of 
shares or any series thereof shall vote as a class or series in connection with 
the transaction of any business or of any specified item of business at a meet
ing of shareholders, including amendments to the articles of incorporation. 

4. The articles of incorporation may grant, either absolutely or condition
ally to the holders of bonds, debentures or other obligations of the corpora
tion, the power to vote on specified matters, including the election of directors. 
Such power shall not be terminated except upon written assent of the holders 
of % in aggregate face amount of the bonds or debentures. When such power 
has been granted to holders of obligations of a corporation, the term "share
holder" whenever used in this Act, shall include holders of such obligations, 
to the extent necessary to give effect to their voting power so granted. 

§ 613. Voting by corporations, fiduciaries, and others 

1. Except when held by the corporation in a fiduciary capacity, no cor
poration shall directly or indirectly vote any shares issued by it including, 
without limitation, treasury shares and shares held by another corporation 
if a majority of the shares entitled to vote for the election of directors of such 
other corporation is held by the corporation. No shares so disqualified from 
voting shall be counted in determining the total number of outstanding 
shares at any given time. 

2. Shares standing in the name of another domestic or foreign corporation 
of any type or kind, referred to in this subsection as the "shareholder
corporation," may be voted by the officer, agent or proxy designated by the 
bylaws of the shareholder-corporation; or, in the absence of any applicable 
bylaw. by such person as the board of directors of the shareholder-corporation 
may designate. The chairman of the board, president, any vice-president, 
secretary and treasurer of the shareholder-corporation shall be presumed to 
possess, in that order, authority to vote such shares, unless prior to such vote 
it appears by a certified copy of the bylaws or other instrument of the share
holder-corporation that such authority does not exist or is vested in some 
other officer or person. In case of conflicting representation of the share
holder-corporation, the shares shall be voted by the senior officer, in the 
order stated. 
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3· Any fiduciary may vote shares which stand of record in his name, and 
a corporate fiduciary may, without limitation, vote its own shares held by it 
in a fiduciary capacity. 

4. Shares held by an executor, administrator, guardian, committee or con
servator may be voted by him upon proof of his appointment, without transfer 
of such shares into his name. Any other fiduciary, upon proof satisfactory 
to the corporation of his authority to vote, may vote shares which stand of 
record in the name of the person for whom he is such fiduciary. 

5. A minor may vote shares which stand of record in his name, and may 
not thereafter disaffirm or avoid such vote. ,-

6. Shares held by a person as custodian for a minor under the Maine 
Uniform Gifts to Minors Act, Title 33, chapter 19, or a similar Act of any 
other state may be voted by the custodian subject to applicable provisions 
of that Act. 

7. Shares held by or under the control of a trustee in bankruptcy, or 
receiver or liquidator may be voted by him without the transfer thereof into 
his name if authority to do so is conferred by statute or is authorized by the 
court which appointed such receiver or trustee. An assignee for the benefit 
of creditors may vote shares standing in the name of the assignor, unless 
otherwise provided in the instrument of assignment. 

8. A shareholder whose shares are pledged shall be entitled to vote such 
shares until the shares have been transferred on the records of the corpora
tion into the name of the pledgee or a nominee of the pledgee, and thereafter 
the pledgee shall be entitled to vote the shares so long as they stand of record 
in the pledgee's name. 

g. Shares standing in the name of a partnership may be voted by any 
partner and shares standing in the name of a limited partnership may be voted 
by any general partner. 

10. Shares standing in the name of a person as life tenant may be voted 
by him. 

I I. Redeemable shares which have been called for redemption shall not 
be entitled to vote on any matter nor be deemed outstanding shares on and 
after the date on which written notice of redemption has been sent to holders 
thereof and a sum sufficient to redeem such shares has been deposited with a 
bank or trust company with irrevocable instructions and authority to pay the 
redemption price to the holders of the shares upon surrender of certificates 
therefor. 

§ 614. Voting, execution of proxies and other action 
as to shares owned jointly 

1. If 2 or more persons take or are permitted or required to take action 
with respect to the same shares, including, but not limited to, 

A. Fiduciaries who have the same fiduciary relationship to the same 
shares; 
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B. Holders of record of the same shares, including, but not limited to 
joint tenants and tenants in common; 

C. Shareholders who execute or are to execute proxies as to the same 
shares; 

then, whenever shares are voted, proxies are executed, or other action is taken, 

A. By one of such persons, his act shall bind all ; 

B. By more than one of such persons, the act of a majority of those acting 
shall bind all ; 

C. By more than one of such persons but there is an even division among 
those acting, each fraction shall be entitled to vote or otherwise act pro
portionally, unless the agreement, order of court or other instrument which 
created such joint power shall provide otherwise. 

§ 615. Proxies and irrevocable proxies 

1. Every shareholder entitled to vote may do so either in person or by 
proxy. Executors, administrators, guardians, receivers, trustees and all other 
fiduciaries, agents and representatives may give proxies whenever they would 
be entitled to vote in person. The appointment of one or more agents to vote 
on behalf of the shareholder shall be by a written proxy executed by the 
shareholder or by his duly authorized attorney-in-fact; a telegram or cable
gram appearing to have been transmitted by the shareholder shall satisfy 
this requirement. 

2. No proxy shall be valid after II months from the date of its execution, 
unless otherwise expressly and conspicuously provided in the proxy. Every 
proxy, except as otherwise provided in this section or by operation of law, 
shall be revocable at the pleasure of the person executing it; and a proxy may 
be revoked, without limitation, by an instrument which in terms revokes the 
proxy, or by a duly executed proxy subsequent in time. The authority of a 
proxyholder shall not be revoked by death or supervening incapacity of the 
shareholder executing the proxy unless, before such authority is exercised, 
written notice of such death or incapacity is filed with the corporate officer 
responsible for maintaining the list of shareholders. The presence at a share
holders' meeting of the shareholder appointing a proxy shall not of itself 
revoke the proxy, but such shareholder may revoke the appointment by giv
ing notice to the corporate officer responsible for maintaining the list of 
shareholders, or by giving notice in open meeting of the shareholders. 

3. Unless a proxy otherwise specifically provides, any proxyholder shall 
have the power to appoint in writing a substitute to act in his place. 

4. A proxy which specifically and conspicuously states that it is irrevocable 
shall be irrevocable when it is held by any of the following or by a nominee 
of any of the following: 

A. The holder of a security interest, as defined in Title II, section 1-201, 

in the shares which are the subject of the proxy; 
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B. A person who has contracted to purchase the shares which are the 
subject of the proxy; 

C. A creditor or creditors of the corporation who extend or continue 
credit to the corporation in consideration of the proxy, if such proxy 
specifically states that it was given in consideration of such extension or 
('ontinuation of credit, and sets forth the amount of, and the name of the 
person ext~nding or continuing credit; 

D. An officer of the corporation under an employment contract which 
required a proxy, if the proxy states that it was given in consideration of 
the contract, the name of the employee, and the period of employment con
tracted for; 

E. A person, including an arbitrator designated by or under a share
holders' agreement as provided by section 6r7. 

Any such proxy shall become revocable after the security interest termi
nates, or the contract of purchase has been performed and the purchaser has 
become a shareholder of record, or the debt of the corporation is paid, or the 
period of employment stipulated in the contract of employment has been 
terminated, or the agreement under section 617 has terminated. 

5. As between a proxyholder and a purchaser of shares, a proxy may be 
revoked, notwithstanding a provision making it irrevocable, by a purchaser 
of shares without knowledge of the existence of such provision, unless notice 
of the proxy and of its irrevocability is conspicuously noted on the face or 
back of the certificate representing such shares. The corporation and its 
offircrs and agents may in good faith give effect to an irrevocable proxy 
appearing on its face to conform to this section, notwithstanding a claim by 
the shareholder that it has validly been revoked. 

6. The foregoing provisions shall be applicable to proxies given by the 
holders of a corporation's bonds, debentures or other obligations where a 
right to vote is conferred upon such holders by the articles of incorporation 
as permitted by section 6r2, subsection 4. 

7. Section 6r3 shall be applicable in determining persons entitled to give 
a proxy under this section. 

8. Nothing in this section shall be deemed to negate the power of a court, 
when required by law and equity, to construe an agreement not denominated 
as such as giving a proxy or irrevocable proxy. 

§ 6r6. Agreements or other provisions restricting 
transferability of shares 

r. Any agreement between 2 or more shareholders, if in writing and 
signed by the parties thereto, may impose reasonable restrictions upon the 
transferability of the shares held by one or more of the parties including, 
without limitation, the duty to offer such shares to one of the parties or his 
desif,{nee, at a fixed or ascertainable price, before selling them to any other 
person. 

\. 
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2. The articles of incorporation of a corporation, or a bylaw adopted by 
vote of its shareholders, may provide reasonable restrictions on the transfer
ability of its shares including, without limitation, the duty to offer the same 
to the corporation, or to its board of directors, or to both in succession, at a 
fixed or ascertainable price, before selling them to any other person. Such a 
provision of the articles shall apply uniformly to all shares of a class or series. 

3. Unless noted on the face or baC'k of the share certificates repre
senting such shares, a restriction on transfer imposed either by agreement 
under subsection I or by the articles or bylaws under subsection 2 shall be 
ineffective except against a person who had actual knowledge of it at the 
time he acquired the shares. This subsection shall be construed in the light 
of Title II, section 8-204, and the statutory definitions applicable thereto. 

4. Any such agreement or provision in the articles or bylaws restricting 
the transferability of shares may, but need not, include a procedure for arbi
tration concerning the value of such shares; and such provision, if included 
therein, shall be valid. 

~ 617. Agreements by shareholders respecting voting of shares 

1. An agreement between 2 or more shareholders, if in writing and signed 
by the parties thereto, may provide that in exercising any voting rights of 
shares held by the parties, including any vote with respect to directors, such 
shares shall be voted as provided by the agreement, or as the parties may 
agree, or as determined in accordance with a procedure agreed upon by the 
parties including, without limitation, an arbitration procedure. 

2. When such an agreement specifies how the shares shall be voted, or 
provides a clear formula for ascertaining how the shares shall be voted, in 
case of a breach or anticipatory breach thereof by one or more parties thereto, 
the agreement shall, unless it specifically provides otherwise, be deemed to 
constitute ;m irrevocable proxy to the parties not in breach to vote all shares 
subject to the agreement in accordance with the terms of the agreement. 

3. When such an agreement provides for a procedure as the appointment 
of an arbitrator or umpire in the event of dispute, unless the agreement ex
pressly otherwise provides, it shall be deemed to constitute an irrevocable 
proxy to such arbitrator or umpire, to vote all shares subject to the agreement 
in accordance with his determination on the matters properly submitted to 
him under the terms of the agreement. 

4. No purchaser for value of shares subject to such an agreement shall 
be bound thereby if he purchased the same in good faith and without knowl
edge of the agreement, unless the agreement was conspicuously noted on the 
face or the back of the certificates representing such shares. 

§ 618. Agreements among shareholders respecting management of 
corporation and relations of shareholders 

I. No written agreement, whether contained in the articles of incorpora
tion or bylaws or in a written side agreement, and which relates to any phase 
of the affairs of the corporation, including, but not limited to, the following: 
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A. Management of the business of the corporation; or 

B. Declaration and payment of dividends or division of profits; or 

C. Who shall be officers or directors, or both, of the corporation; or 

D. Voting requirements, including requirements for unanimous voting of 
shareholders or directors; or 

E. Employment of shareholders by the corporation; or 

F. Arbitration of issues as to which the stockholders are deadlocked in 
voting power or as to which the directors are deadlocked and the share
holders are unable to break the deadlock; or 

G. Which purports to treat the affairs of the corporation as if it were a 
partnership and the shareholders as if they were partners, 

shall be deemed invalid because the agreement contains any such provision, 
or because it limits or restricts the powers or discretion of the directors of 
the corporation, or because it transfers to one or more shareholders or to one 
or more persons or corporations to be selected by him or them all or part of 
the management of the corporation, if the following conditions are satisfied: 

A. Either the agreement is set forth, or its existence is clearly referred to, 
in the articles of incorporation, and if in an amendment to the articles, such 
amendment was adopted by the unanimous vote of all outstanding shares, 
whether or not entitled to vote by the provisions of the articles; or the 
agreement has been expressly assented to in writing by all shareholders 
of the corporation, whether or not entitled to vote; and 

B. Subsequent to the making of the agreement or its adoption in the 
articles or bylaws, shares are transferred or issued only to persons who 
have notice or actual knowledge thereof, or assent in writing thereto. 

2. Notwithstanding a failure to satisfy the conditions set out in subsection 
I, paragraphs A and B, such an agreement shall be valid and enforceable 
between the parties thereto, and their assignees and successors who have 
notice thereof, unless it is affirmatively shown that its enforcement would be 
prejudicial to the rights of third parties who intervene in objection to its 
enforcement. 

3. To the extent that it contains provisions which would not be valid but 
for subsection I, an agreement authorized by subsection I shall be valid only 
so long as no shares of the corporation are traded on any national securities 
exchange or regularly quoted in any over-the-counter market by one or more 
members of a national or affiliated securities association. 

4. The text of any agreement authorized by subsection I shall be set forth 
in full, or a conspicuous reference shall be made to the agreement, upon the 
face or back of each certificate for shares issued by the corporation. 

5. A transferee of shares in a corporation whose shareholders have entered 
into an agreement authorized by subsection I shall be deemed to have notice 
thereof if the text of the agreement was set forth, or if the agreement was 
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conspicuously noted, on the face or back of the certificate for such shares 
when he took them. 

6. The effect of an agreement authorized by subsection I shall be to re
lieve the director or directors of, and to impose upon the shareholders con
senting to the agreement, the liability for managerial acts or omissions that 
is imposed by law upon directors to the extent that and so long as the dis
cretion or powers of the directors in their management of corporate affairs is 
controlled by any such provision. 

§ 6I9. Voting trusts 

1. Any shareholder or shareholders may create a voting trust, revocable 
or irrevocable, for the purpose of conferring upon a trustee or trustees the 
right to vote or otherwise represent their shares, for a period not exceeding 
2 I years, by executing a written agreement specifying the terms and condi
tions of the voting trust, and by transferring the shares to such trustee or 
trustees for the purposes stated in the agreement. The certificates or shares 
so transferred may be 

A. Surrendered by the trustee to the corporation which shall thereupon 
cancel the shares and issue new certificates therefor to the trustee or 
trustees stating that they are issued under the voting trust agreement, or 

B. In lieu thereof, retained by the trustee. 

In either case, the corporation shall specifically enter into its records the 
fact that such shares are subject to the voting trust agreement. In any case, 
trust certificates shall be issued by the trustees to the shareholders who trans
fer their shares in trust. 

2. One fully conformed copy of the voting trust agreement, including any 
amendments to or changes in the agreement, shall be deposited by the trustee 
at the corporation's registered office, and shall be subject to the same exami
nation by a shareholder of the corporation as are the books and records of 
the corporation, and shall be subject to examination by any holder of a voting 
trust certificate, in person or by attorney or other agent, during normal busi
ness hours; another such copy shall be retained by the trustee at his business 
office, and shall be subject to examination by any holder of a voting trust 
certificate, in person or by attorney or other agent, during normal business 
hours. 

3. The holder of a voting trust certificate shall be considered to be a 
shareholder of the shares represented by his trust certificate with respect to 
his right to inspect corporate books and records. 

4. At any time within one year before the expiration of a voting trust 
agreement as originally created or as extended under this subsection, one or 
more holders of voting trust certificates may, by agreement in writing, extend 
the duration of such agreement, nominating the same or substitute trustee 
or trustees, for an additional period not to exceed 2 I years from the date of 
such extension. Such extension agreement shall not affect the rights or obli
gations of persons not parties to the agreement, and such persons shall be 
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entitled to remove their shares from the trust and promptly to have their 
share certificates reissued to them. The extension agreement shall comply 
with all provisions of this section applicable to the original voting trust 
agreement. 

5. The validity of a voting trust agreement, otherwise lawful, shall not be 
affected during a period of 21 years from the date of its creation or extension, 
by the fact that by its terms it will or may last beyond such 2 I-year period; 
but it shall, after the expiration of such 2I-year period, be inoperative. 

6. The trustee or trustees under a voting trust agreement shall, unless 
otherwise provided by the agreement, vote upon all matters which come 
before the shareholders including, without limitation, amendments of the 
articles and proposed mergers, consolidations, dissolution, sales of assets or 
reductions of stated capital of the corporation. 

§ 620. Informal or irregular action by shareholders 

I. Action taken at any meeting of the shareholders, however called and 
with whatever notice, if any, shall be deemed action of the shareholders. taken 
at a meeting duly called and held on proper notice: 

A. If all shareholders entitled to vote at the meeting are present in person 
or by proxy, and no one objects, at the time and in the manner specified in 
section 605, to the holding of the meeting or the transaction of business 
thereat; or 

B. If a quorum is present either in person or by proxy, no one present 
objects, at the time and in the manner specified in section 605, to the hold
ing of the meeting or the transaction of business thereat, and each absent 
shareholder entitled to vote at the meeting signs, either before or after the 
meeting, a written waiver of notice, or consent to the holding of the meet
ing, or approval of the action taken as shown by the minutes thereof. All 
such vvaivers, consents and approvals shall be filed with the corporate rec
ords or made a part of the minutes of the meeting. The absence from the 
minutes of any indication that a shareholder objected to holding the meet
ing shall prima facie establish that no such objection was made; or 

C. If a quorum is present either in person or by proxy, no one present 
objects. at the time and in the manner specified in section 605, to the hold
ing of the meeting or the transaction of business thereat, each absent share
holder entitled to vote at the meeting receives actual knowledge of the 
actions taken at the meeting, and no such absent shareholder objects in 
writing, vvithin 7 days after receiving such knowledge, to the actions so 
taken. Sm:h objection shall be addressed to the president, the secretary or 
the clerk; and if mailed postage prepaid and properly addressed within the 
time specified above, shall be timely. The certificate of the clerk that no 
such written objection was received shall be prima facie evidence that none 
was made. 

2. Any action required or permitted under this Act to be taken at a meet
ing of the shareholders may be taken without a meeting if written consents, 
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setting forth the action so taken, are signed by the holders of all outstanding 
shares entitled to vote on such action and are filed with the clerk of the' 
corporation as part of the corporate records. Such written consents shall have' 
the same effect as a unanimous vote of the shareholders and may be stated 
as such in any certificate or document required or permitted to be filed with 
the Secretary of State, and in any certificate or document prepared or certi
fied by any officer of the corporation for any purpose. 

§ 621. Judicial review of election of directors and appointment of officers 

I. Any shareholder or any director of a domestic corporation may initiate 
an appropriate action, including an action for declaratory judgment, to deter
mine any controversy with respect to an election or appointment of a director 
or officer of the corporation. The action shall be brought in the Superior 
Court in the county in which the principal place of business or the registered 
office of the corporation is located in this State; or if it has neither, in the 
County of Kennebec. 

2. In any such action, process shall be served upon 

A. The corporation, 

B. The person whose title to office is contested, 

C. Shareholders whose votes or right to vote are contested, or appropriate 
representatives thereof, if the action is brought as a class action, and 

D. The person, if any, claiming the contested office; 

for purpose of such action only all such persons shall be deemed to have 
submitted to the jurisdiction of the courts of this State, and process shall be 
served on them as provided by Rule of Court. The court may designate addi
tional persons to be made parties or receive notice of the action. 

3. In any such action, the court may compel the production of books, 
papers and records of the corporation relevant to the issue or issues pre
sented. The court may, upon application, issue an interlocutory order restrain
ing the directors or officers whose election or appointment is contested from 
acting, and may make such other order as the court may deem proper pend
ing the determination of the matter in controversy. 

4. The cause shall be heard as expeditiously as possible, upon affidavits 
or oral testimony, as the court shall direct. Upon completion of the heal"l:;.1g, 
the court may: 

A. Declare the result of the contested election or appointment; 

B. Direct a new election or appointment, including in such order, if the 
court finds it appropriate, 

(I) Provisions relating to the director or officer who shall hold the 
challenged office until a new election is held or appointment is made; and 

(2) A provision appointing a special master to conduct any election 
ordered by the court; 
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C. Determine the voting rights of shareholders and of persons claiming to 
own shares or otherwise entitled to vote; 

D. Determine alleged breaches of voting agreements under section 617, 
agreements or arrangements made under section 618, and voting trust 
agreements under section 6Ig, and the remedy therefor; and 

E. Direct such other relief as may be just and proper. 

§ 622. Cumulative voting 

The articles of incorporation may provide that there shall be cumulative 
voting for directors. If the articles expressly so provide: ~. 

I. Each holder of shares entitled to vote at an election of directors shall 
have the right to as many votes as shall equal the number of directors who 
are to be elected and for whose election he has a right to vote, multiplied by 
the number of shares owned by such holder. Each such shareholder may 
either give all of his votes, so computed, to one candidate, or he may dis
tribute his votes on the same principle among any number of candidates. 

2. Unless the notice of the meeting expressly stated that voting would be 
cumulative, a shareholder who intends to cumulatively vote his shares as pro
vided in subsection I shall either 

A. Give written notice of such intention to the president or other officer 
of the corporation before the time fixed for the meeting, or 

B. Announce his intention in such meeting before the voting for directors 
shall commence; 

and all shareholders entitled to vote at such meeting shall without further 
notice be entitled to cumulate their votes. If notice was received by the per
son presiding before the time fixed for the meeting, he shall announce at the 
commencement of voting for directors that all shareholders should vote cumu
latively. If a shareholder intending to cumulate his votes gives notice at the 
meeting, the person presiding may, and if requested by any shareholder shall, 
recess the meeting for a reasonable time to permit shareholders to determine 
how to properly vote their shares. 

§ 623. Preemptive rights 

I. As used in this section, 

A. The term "preemptive right" means the right of existing shareholders 
to acquire shares, securities, options and rights as provided by this section, 
the articles of incorporation or the bylaws; and there shall be no other 
preemptive rights. 

B. The term "shares of the same class" includes shares, however desig
nated, which will have either the same voting power as the existing shares, 
or an equal right to dividends, or both. 

2. The articles of incorporation may expand without limitation, exclude or 
limit any or all of the preemptive rights granted by this section. A statement 
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in the articles that "there are no preemptive rights", or any words of like 
import, shall be sufficient to wholly exclude the rights provided for in this 
section. 

3. Except as otherwise provided in the articles of incorporation or in this 
section, the holders of shares of any class having voting rights under the 
articles shall, in the event of 

A. The proposed sale or exchange by the corporation of additional shares 
of the same class; or 

B. The grant by the corporation of any options or rights to purchase 
shares of the same class; or 

C. The proposed sale or exchange by the corporation of any securities con
vertible inw or carrying an option to purchase shares of the same class, 

have the right to acquire such securities, as nearly as practicable, in propor
tion to their holding of shares of such class. The preemptive right shall exist 
whether or not the shares which are to be sold or which are subject to any 
options or rights are authorized but unissued shares, treasury shares, or other 
shares. The price to each holder shall be no less favorable than the price at 
which such shares, securities, options or rights are to be offered to other 
persons. The holders of shares entitled to the preemptive right, and the 
number of shares for which they have a preemptive right, shall be determined 
by fixing a record date in accordance with section 606. 

4. The holders of shares of any nonvoting class may be granted the pre
emptivE right if and to th~ extent that the articles of incorporation so provide. 

5. Except as otherwise provided in the articles of incorporation, if the 
corporation is a close corporation, as defined in this Act, at the time of the 
proposed sale or exchange of securities or issuance of options or rights, there 
shall be no preemptive right with respect to: 

A. Shares or other securities issued under a plan of reorganization ap
proved in a proceeding under any applicable Act of Congress relating to 
the reorganization of corporations under the supervision of a court; 

B. Shares or other securities issued to satisfy conversion or option rights 
previously granted by the corporation; 

C. Shares or other securities issued or optioned to directors, officers, or 
employees as provided in section 508. 

D. Shares released by waiver from their preemptive rights; 

E. Shares or other securities which have been offered to shareholders to 
satisfy their preemptive rights but not purchased by them within the pre
scribed time, and (I) have either been reoffered to the existing shareholders 
who did exercise their preemptive right or by the terms of the notice to 
shareholders were otherwise made available to such existing shareholders, 
and which remain unsold after such existing shareholders have had a rea
sonable opportunity to purchase the same, and (2) are thereafter issued, 
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sold or optioned to any other person or persons at a price not less than the 
price at which they were offered and reoffered or otherwise made available 
to the existing shareholders. 

6. Except as otherwise provided in the articles of incorporation, if the 
corporation is not a close corporation, as defined in this Act, at the time of 
the proposed sale or exchange of securities or issuance of options or rights, 
there shall be no preemptive right with respect to: 

A. Any of the situations set forth in subsection 5, paragraphs A, B, C 
and D; 

B. Shares issued as a share dividend; 

C. Shares issued for consideration other than cash, including, but not 
limited to, shares of another corporation; 

D. Shares issued to effect a merger or consolidation or purchase of assets; 

E. Shares authorized in the corporation's original articles of incorporation, 
or any amendment thereto, and sold or optioned within 2 years of the date 
of filing the articles of incorporation or articles of amendment, as the case 
may be; 

F. Shares which have been offered to shareholders to satisfy their pre
emptive rights but not purchased by them within the prescribed time, and 
which are thereafter sold or optioned to any other person or persons at a 
price not less than the price at which they were offered to such share
holders. 

7. Except as provided in this section or as otherwise provided in the 
articles of incorporation, no holder of shares of any class shall have any pre
emptive right with respect to shares or securities of the same or any other 
class which may be sold or optioned by the corporation. 

8. The sale or other disposition by the corporation of shares or securities, 
not subject to the preemptive right under this section or under the articles of 
incorporation as permitted by this section, shall not impair any remedy which 
any shareholder may have for a breach of duty by the board of directors. 

9. The holders of shares entitled to the preemptive right shall be given 
prompt notice setting forth the time within which and the terms and condi
tions upon which such shareholders may exercise their preemptive right. 
Such notice shall be given personally or by mail at least 30 days prior to the 
expiration of the period during which the right may be exercised. In the 
case of 3. close corporation, (r) such notice may set forth any reasonable pro
c.edure whereby shares or other securities not purchased by the existing share
holders having a prior right to do so under their preemptive right will be 
made avai.lable equitably to the existing shareholders who do exercise their 
preemptive right, or (2) the shares or other securities not purchased by the 
existin:; shareholders having a prior right to do so under their preemptive 
right shall be reoffered equitably to the existing shareholders who do exercise 
their preemptive right, with such notice and time limitation as are reasonable 
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in the circumstances; in either case, so that existing shareholders of the close 
corporation entitled to the preemptive right shall have a reasonable oppor
tunity to purchase all of the shares or securities to be sold before any such 
shares or securities are issued, sold or optioned to any other person. 

ro. As used in subsection 5, paragraph E, clause (r), subsection g, clause 2, 

the requirement of a "reasonable opportunity" shall always be satisfied by 
the passage of 2 business days after the giving of notice of such opportunity; 
but a lesser period of time may be reasonable under the circumstances in a 
particular case. 

r I. Nothing in this section shall detract from or take away the preemptive 
rights heretofore pertaining to any shares of a corporation which were issued 
and outstanding on the effective date of this Act. 

§ -624- Liability of shareholders receiving improper distributions 

Any shareholder who receives any distribution or payment from a corpora
tion, whether by dividend, purchase or redemption of shares, by distribution 
in liquidation or reduction of capital, or otherwise, either at a time when the 
corporation is or will thereby be rendered insolvent, or when the shareholder 
knows or has reason to know that such distribution or payment is otherwise 
contrary to this Act or to the articles of incorporation, shall be liable for the 
amount of such payment or value of such distribution which is in excess of 
the amount of value which could have been paid or distributed without viola
tion of this Act or of the articles_ Such liability shall inure to and may be 
enforced by the corporation or by any shareholder suing derivatively on 
behalf of the corporation, and by a receiver, liquidator or trustee in bank
ruptcy of the corporation. 

§ 625. Books and records required to be kept by 
corporation; financial statements 

1. Each corporation shall keep accurate books and records of account, 
which shall be in written form or in any other form capable of being con
verted into written form within a reasonable time; and shall keep written 
minutes of the proceedings of its shareholders, board of directors, and com
mittees of directors. 

2 .. A. Each corporation shall keep at its principal place of business or at 
the office of its clerk or of its transfer agent or registrar, a record of its 
shareholders, giving the name and address .of each shareholder, and the 
number and class of the shares held by each; of the original record of its 
shareholders is maintained outside this State, the corporation shall main
tain at one of the foregoing offices within this State a list of shareholders 
containing the information specified in this subsection. 

B. Said list, if the original record of shareholders is not maintained in this 
State, shall be the most recent list prepared pursuant to section 607 or, at 
the corporation's option, a more recent list. 

C. If the corporation maintains its stockholder records by means of elec
tronic data processing equipment it may, at its option, in lieu of keeping 
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the record or list in this State required by subsection 2, keep at the places 
mentioned in this State a written undertaking of its president and secretary 
to produce at those places a current list of shareholders containing the 
information required by paragraph A, within 5 working days after demand 
therefor by any proper person. 

3. Not later than 5 months after the close of each fiscal year, each corpora
tion which is not a close corporation shall prepare, in accordance with good 
accounting practices, a balance sheet showing the financial condition of the 
corporation as of the close of its fiscal year, and a profit and loss statement 
respecting its operation for the fiscal year. 

4. The books and records specified in subsection I shall be prima facie 
evidence of the facts stated therein, in favor of the plaintiff in any action or 
special proceeding against the corporation or any of its officers, directors, or 
shareholders. 

§ 626. Right of shareholders to inspect corporate records 

I. Except as otherwise indicated in this section, a "shareholder" entitled 
to inspect the books of and records of a corporation as provided by this sec
tion, shall mean: 

A. Any person who shall have been a holder of record of shares of any 
class, or of voting certificates representing such shares, for at least 6 
months immediately preceding his demand for inspection; or 

B. Any person who shall be the holder of record of, or any persons whose 
aggregate holdings of record shall equal, at least 10% of the outstanding 
shares of any class regardless of when they were acquired; or 

C. Any person or persons who hold voting trust certificates representing 
shares aggregating at least 10% of the outstanding shares of that class; or 

D. An attorney, accountant or other agent of any of the foregoing persons. 

2. Any such shareholder shall have the right to inspect during normal 
business hours, for any proper purpose, the corporation's books and records 
of account, minutes of meetings, and list or record of shareholders, and to 
copy them or make extracts therefrom. If the corporation, in lieu of a list 
or record of shareholders, maintains in this State an undertaking to produce a 
list on demand as permitted by section 625, subsection 2, paragraph C, it shall 
produce such list for examination at the office where it was demanded within 
5 working days after such demand. If the corporation maintains its books 
of account by electronic data processing equipment or similar methods, it 
shall produce written accounts within a reasonable time after a proper demand 
for inspection thereof. 

3. If the "shareholder" seeking inspection is an agent of the sort men
tioned in subsection I, paragraph D, the corporate officer, agent or employee 
receiving the demand for inspection may, if he in good faith doubts the 
authority of such agent, refuse to permit such inspection until the agent pro-
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duces a written authorization or general power of attorney signed by a person 
qualifying as a "shareholder" under subsection I, paragraph A, B, or C; and 
upon presentation of such a written authorization, the corporate officer, agent 
or employee may, if he in good faith doubts or has no knowledge of the 
validity of the signature thereon, take not more than 3 business days to verify 
the sis:nature thereon. If the corporate officer, agent or employee receiving 
a demand for inspection does not at the time of the demand ask for proof of 
the agency of the person making the demand, the corporation may not later 
rely on a lack of such proof to excuse its refusal to permit inspection. De
mands for inspection shall be in writing. 

4. A corporation, its officers, agents and employees may deny the inspec
tion authorized by subsection 2 if the shareholder refuses, upon request, to 
furnish an affidavit that the inspection is not sought for a purpose which is 
in the interest of a business or object other than the business of the corpora
tion, that he has not within the 5 years preceding the date of the affidavit 
sold or offered for sale and does not now intend to sell or offer for sale, any 
list of shareholders of the corporation or of any other corporation, and that he 
has not aided or abetted any other person in procuring any list of share
holders for such purpose. 

5. A. If the corporation, or an officer or agent of the corporation, re
fuses to permit the inspection authorized by subsection 2, the shareholder 
demanding inspection may bring an action in the Superior Court in the 
county in which the corporation's principal place of business or registered 
office is located for an order directing the corporation, its officers and agents 
to permit such inspection by the shareholder. 

B. The court shall hear the parties summarily, and if the shareholder 
establishes that he is qualified and entitled to such inspection, the court 
shall grant an order permitting such inspection, subject to any limitations 
which the court may prescribe, and grant such other relief as to the court 
may seem just and proper. In such a proceeding, the burden shall be upon 
defendant to show, by a preponderance of the evidence, that the applicant 
sought such inspection for an improper purpose. Inspection may be limited 
when, without limitation, the shareholder's requests constitute an undue 
burden on the corporation. 

C. If the plaintiff is successful, the court may award him, as part of his 
cos':s, such reasonable expenses and attorney's fees as he incurred in bring
ing the proceeding; and if the court finds that the refusal to permit inspec
tion was in bad faith, it shall also award, as punitive damages. a sum equal 
to 10% of the value of the shares owned by the applicant. 

D. The court may deny or restrict inspection if it finds that the share
holder has improperly used information secured through any prior exami
nation of the books and records of account, or minutes, or record of share
holders, of such corporation or of any other corporation, or that he was not 
acting in good faith or for a proper purpose in making his demand. 

6. In any proceeding to which a domestic corporation is a party, the court 
may. upon notice fixed by the court and after hearing and proper cause shown, 
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and upon such terms and conditions as the court in its discretion may. pre
scribe, order books, documents and records of such corporation, pertment 
extracts therefrom, or duly authenticated copies thereof, to be brought within 
this State and kept in such place in this State and for such time and purposes 
as the order may prescribe. 

7. Nothing herein contained shall impair the power of any court of com
petent jurisdiction, upon proof of proper purpose by a shareholder, irrespec
tive of the period of time during which he has been a shareholder of record 
and irrespective of the number of shares held by him, to compel the produc
tion and inspection of any of the corporation's books and records, wherever 
located, as the court in its discretion shall determine to be appropriate for " 
inspection. 

8. Irrespective of the period of time that a person may have been a share
holder of record or holder of voting trust certificates, and irrespective of the 
number of shares or voting trust certificates held by him, upon written de
mand of any shareholder of a corporation which is not a close corporation, 
the corporation shall mail to him a copy of the most recent balance sheet and 
profit and loss statement prepared pursuant to section 625, subsection 3. If 
the corporation fails or refuses to mail such statements within a reasonable 
time after such written demand, the corporation shall be liable to the share
holder who made the demand for punitive damages in the sum of $50 for 
each such failure or refusal, recoverable in a civil action. In such an action, 
it shall be an affirmative defense that the shareholder sought such statements 
for an improper purpose or in the interest of a business other than the cor
poration, or that the shareholder has in the past used such statements or simi
lar information for improper purposes or in the interests of other businesses. 

§ 627. Shareholders' actions 

I. No action may hereafter be instituted in this State in the right of any 
domestic or foreign corporation by the holder or holders of shares, or of 
voting trust certificates representing shares, of such corporation unless each 
of the following conditions exists: 

A. The plaintiff alleges in the complaint that he was a holder of record 
of shares, or the holder of voting trust c.ertificates, in the corporation at 
the time of the transaction or any part thereof of which he complains, or 
that at such time the holder of record thereof was a bank, trust company, 
or member of a national or regional securities exchange which held the 
same for his benefit, or that his shares or voting trust certificates thereafter 
devolved upon him by operation of law from a person who was a holder 
thereof at the time of the transaction or any part thereof complained of; 
and 

B. The plaintiff alleges in the complaint, with particularity, his efforts to 
secure from the board of directors such action as he desires, and further' 
alleges that at least 10 days before instituting the action he either informed 
the corporation or such board of directors in writing of the ultimate facts 
of each cause of action against each defendant or delivered to the corpora-
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tion or such board of directors a true copy of the complaint which he pro
poses to file; or alleges with particularity the reasons why such efforts to 
secure action from the board of directors would have been futile; and 

C. If the corporation in whose right he is instituting the action is a close 
corporation, as defined in this Act, the plaintiff alleges in the complaint 
with particularity his efforts to secure from the shareholders such action 
as he desires, or alleges with particularity the reason why such efforts 
wou1d have been futile. 

Ex.cept in the case of a close corporation, as defined in this Act, it shaH not 
be necessary for the plaintiff in any action instituted in the right of any 
domestic or foreign corporation to allege or prove thaC he made demand 
upon the other shareholders for relief. 

2. In any action hereafter instituted in the right of any domestic or 
foreign corporation by the holder or holders of shares, or of voting trust 
certificates representing shares, of such corporation, upon final judgment 
therein: 

A. If the court finds in favor of one or more of the defendants, and further 
finds that the action was brought against such defendant without reason
able cause, it may require the plaintiff or plaintiffs to pay to such defendant 
the reasonable expenses, including fees of attorneys, incurred by such 
defendant in the defense of the action; 

B. If the court finds in favor of the plaintiff or plaintiffs, or approves a 
settlement in favor of the plaintiff or plaintiffs, the court may allow to the 
plBintiff or plaintiffs a reasonable sum for their expenses, including fees 
of attorneys, incurred by them in bringing the action, which sum shall be 
p:lid as the court may, in its discretion, order. 

3. In any action hereafter instituted in the right of any domestic or 
foreign corporation by the holder or holders of shares, or of voting trust 
certificates representing shares, of such corporation: 

A. At any time after service of process upon it, the corporation in whose 
rigl:1t such action is brought may move the court for an order, upon notice 
and hearing, requiring the plaintiff or plaintiffs to give security for the 
reasonable expenses, including fees of attorneys, that may be incurred by 
it in connection with such action, or that may be incurred by other parties 
named as defendant for which it may become legally liable pursuant to 
section 7I9. 

B. The plaintiff or plaintiffs shall be required to furnish such security 
unless, at such hearing, they establish that: 

(I) They are the holders of shares, or of voting trust certificates repre
senting shares, amounting to at least 15% of the outstanding shares of 
any class of the corporation; or 

(2) They are the holders of shares, or of voting trust certificates repre
senting shares, having a market value of at least $25,000, which market 
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value shall be determined as of the date that the plaintiff instituted the 
action or, in the case of an intervenor, as of the date he became a party 
to the action; or 

(3) There is a reasonable probability that the cause of action alleged in 
the complaint will be successful, and that the prosecution thereof will 
benefit the corporation or its security holders. 

C. At the hearing upon such motion, the court shall consider such evi
dence, written or oral, by witnesses or affidavit, as may be material either 
to whether security should be furnished or to a determination of the prob
able reasonable expenses, including attorney's fees, of the corporation and 
of defendants for whose expenses it may become liable, which will be in
curred in the defense of the action. Unless the plaintiff or plaintiffs estab
lish at such hearing that they meet one or more of the qualifications set 
forth in paragraph B, the court shall fix the nature and amount of security 
to be furnished by the plaintiff or plaintiffs. A determination by the court 
that security either shall or shall not be furnished shall not be deemed a 
determination of anyone or more issues in the action or of the merits 
thereof. The amount of such security may thereafter from time to time be 
increased or decreased in the discretion of the court upon showing that the 
security provided has or may become inadequate, or is excessive. 

D. If the court, upon any such motion, makes a determination that se
curity shall be furnished by the plaintiff or plaintiffs, the action shall be 
dismissed unless the security required by the court shall have been fur
nished within such reasonable time as may be fixed by the court. Dismissal 
for failure to post such security shall be without prejudice. 

E. If any such motion is filed, no pleading need be filed by the corpora
tion or any other defendant, and the prosecution of such action, except for 
discovery proceedings and the taking of depositions, shall be stayed until 
10 days after such motion shall have been disposed of. 

CHAPTER 7 

DIRECTORS AND OFFICERS 

§ 701. Board of directors; management of corporation 

1. Subject to any provisions permitted under this Act contained in the 
articles of incorporation, the bylaws, or agreements among shareholders, the 
business and affairs of a corporation shall be managed by a board of directors. 

2. If the articles of incorporation of a close corporation expressly so pro~ 
vide, the business of such close corporation shall be managed by the share
holders of the close corporation rather than by a board of directors; and if 
the articles of incorporation provide as aforesaid, the following provisions 
shall apply: 

A. Whenever the context requires, the shareholders of such close corpora
tion shall be deemed directors of such corporation for purposes of applying 
any of the provisions of this Act; and 
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B. The shareholders of such close corporation shall be subject to the lia
bilities imposed by this Act for action taken or neglected to be taken by 
directors; and 

C. Any action required or permitted by this Act to be taken by the di
rectors of a corporation may be taken by action of shareholders of such 
close corporation at a meeting of the shareholders or by written consent 
as provided for in this Act. 

D. If the corporation ceases to meet the definition of a "close corporation" 
by reason of having more than 20 shareholders, whether or not entitled to 
vote, the president shall call a special meeting of the shareholders to elect 
a board of directors; and if he fails to call such special meeting within 4 
months from the date when the corporation ceased to qualify as a "close 
corporation", any shareholder, whether or not entitled to vote, may call 
such special meeting, with the same rights and powers as are provided in 
this Act for the call of a substitute annual meeting by a shareholder. At 
such special meeting, there shall be elected such number of directors as 
have been specified in the articles or the bylaws, if the articles or bylaws 
provided for the possibility of the corporation ceasing to qualify as a close 
corporation; and if no such number is specified, 3 directors shall be elected. 

§ 702. Qualifications of directors 

Unless the articles of incorporation or the bylaws so require, the directors 
need not be residents of this State nor shareholders of the corporation. The 
articles of incorporation or the bylaws may prescribe other qualifications for 
directors. 

§ 703. Number of directors 

I. A. The number of directors of a corporation having a board of di
rectors shall be not less than 3, except that if all shares of a corporation 
are owned beneficially and of record by fewer than 3 shareholders, the 
number of directors may be less than 3 but not less than the number of 
shareholders. The articles of incorporation shall fix the number of directors 
comprising the initial board of directors. The number so stated in the 
articles shall constitute the authorized number of directors unless and until 
chane-ed as provided in subsection 2. 

B. If any close corporation has specified in its articles of incorporation 
that its business shall be managed by the shareholders, it may also specify, 
in its articles or in its bylaws, the number of directors who shall be elected 
in the event that it ceases to qualify as a close corporation. In the event 
that no such number is specified, upon ceasing to qualify as a close corpora
tion :mch corporation shall elect 3 directors. 

2. The number of directors may be increased or decreased only by 

A. Amendment of the articles of incorporation, or 

B. By a resolution adopted by the directors, if the articles authorize such 
a resolution, or 
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C. By a resolution of the shareholders adopted at an annual or special 
meeting. 

A statement in the articles setting a maximum and a minimum number of 
directors shall constitute authorization for the directors to adopt resolutions 
increasing and decreasing the number of directors within the limits so set 
in the articles. 

3. No decrease in the number of directors shall have the effect of shorten
ing the terms of any incumbent director. 

4. If the directors are so classified that a class of shares has the exclusive 
power to elect one or more directors, the number of directors to be elected by 
that class of shares may not be decreased, and the total number of directors 
may not be increased, unless such change is approved by a vote of a majority 
of the outstanding shares of such class at a regular or special meeting, notice 
of which specified consideration of such change. 

§ 704. Election and term of directors 

I. Each director shall hold office until the expiration of the term for 
which he is elected, and until his successor shall have been elected and quali
fied, or until his earlier resignation, removal from office, death or incapacity. 

2. The members of the initial board of directors shall hold office until the 
first annual meeting of the shareholders and until their successors shall have 
been elected and qualified. 

3. At the first annual meeting of shareholders, and at each annual meeting 
thereafter, the shareholders shall elect directors to hold office until the next 
succeeding annual meeting, except when directors are classified as permitted 
by section 705. 

§ 705. Classification of directors 

1. Except as limited in subsection 2, in lieu of electing the whole number 
of directors annually, the articles of incorporation may provide that the 
directors be divided into either 2 or 3 classes, each class to be as nearly equal 
in number as possible. The term of office of directors of the first class shall 
expire at the first annual meeting of shareholders after their election, that of 
the 2nd class shall expire at the 2nd annual meeting after their election, and 
that of the 3rd class, if any, shall expire at the 3rd annual meeting after their 
election. At each annual meeting after such classification the number of 
directors equal to the number of the class whose term expires at the time of 
such meeting shall be elected to hold office until the second succeeding annual 
meeting, if there be 2 classes, or until the 3rd succeeding annual meeting, if 
there be 3 classes. No classification of directors shall be effective prior to the 
first annual meeting of shareholders. 

2. If a corporation's articles of incorporation provide for cumulative voting 
for directors, it may not classify its directors as provided in subsection I 

unless: 
A. The number of directors is at least 6, if there are 2 classes, or 
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B. The number of directors is at least g, if there are 3 classes; 
and there shall be at least 3 directors elected annually. 

3. Where a corporation is authorized to issue more than one class of 
shares, the articles of incorporation may confer upon the holders of one or 
more specified classes of shares the right to elect all directors, or any specified 
number of them, or the directors of any class or classes established by the 
articles of incorporation, other than a classification by term of office as pro
vided in subsection I. 

§ 706. Vacancies in board of directors 

I. A. Any vacancy created by an increase in the number of directors 
shall be filled only by election at an annual meeting or a special meeting 
of shareholders called for that purpose, unless the power to fill specific 
newly created directorships is expressly delegated to the directors by a 
resolution of a regular or special meeting of the shareholders entitled to 
vote for the election of directors, or unless the power to fill newly created 
directorships is delegated to the directors by a bylaw adopted by vote of 
the shareholders. 

B. Unless the articles of incorporation or the bylaws reserve to the share
holders the right to fill vacancies, any other vacancy, however occurring, in 
the board of directors may be filled by a majority of the remaining directors, 
or by a sole remaining director. If a vacancy occurs with respect to a 
director elected by the votes of a particular class of shares, the vacancy shall 
be filled by the remaining director or directors elected by that class, or by 
the shareholders of that class. 

2. Any director elected to fill any vacancy shall be elected for the unex
pired term of his predecessor. 

3. A director who resigns may postpone the effectiveness of his resigna
tion to a future date or to the occurrence of a future event specified in a 
written tender of resignation. At the time of such tender or at any time 
thereafter, the board of directors or the shareholders, as the case may be, may 
elect a successor to take office when the resignation, by its terms, becomes 
effective. 

§ 707. Removal of the directors 

I. At a special meeting of shareholders called expressly for that purpose, 
the entire board of directors or any individual directors may be removed, with 
or without cause, by a vote of the shareholders as provided in this section. 

2. Subject to the limitation in subsection 4, if the corporation does not 
have a board of directors so classified that different classes of shares elect 
different directors, such removal may be accomplished by the affirmative 
vote of % of the outstanding shares entitled to vote for directors. The articles 
of incorporation may provide that such removal may be accomplished by a 
lesser vote, but in no case by a vote of less than a majority of shares voting 
on the proposed remova1. 
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3· Subject to the limitation in subsection 4, if the directors are so classified 
that different classes of shares elect different directors, a director may be 
removed only by the affirmative vote of % of the outstanding shares of that 
class which elected him. The articles of incorporation may provide that such 
removal may be accomplished by a lesser vote of the sares of that class, but 
in no case by a vote of less than a majority of the shares of that class voting 
on the proposed removal. 

4. No director who has been elected by cumulative voting may be removed 
if the votes cast against his removal would be sufficient to elect him if then 
cumulatively voted at an election of the entire board of directors, or, if there 
be classes of directors, at an election of the class of directors of which he 
a part. 

5. If any or all directors are removed at such meeting of the shareholders, 
new directors may be elected at the same meeting without express notice 
being given of such election. 

6. Notwithstanding the foregoing provisions, if % of the directors then in 
office resolve that individual directors should be removed from office for 
cause, the corporation may bring an action in any court having equity juris
diction to remove such directors from office. If the court finds, by a pre
ponderance of the evidence, that any such director has been guilty of fraudu
lent or dishonest acts, to the detriment of the corporation or any substantial 
group of its shareholders, or has been guilty of gross abuse of authority or 
discretion in discharge of his duties to the corporation, the court shall order 
him removed from office, and may bar him from reelection for a period of time 
prescribed by the court; and may make such other orders as are just and 
equitable. 

§ 708. Time and place of meetings of directors 

I. Unless the bylaws otherwise provide, meetings of the board of di
rectors, regular or special, may be held at any place either within or without 
this State. 

2. The time and place for holding meetings of the directors may be fixed 
by the bylaws, or, if not so fixed, by the directors. 

§ 709. Notice of meetings of directors; persons who may call meetings 

1. Unless otherwise provided by the bylaws, regular meetings of the board 
of directors may be held without notice if the time and place of the meetings 
are fixed by the bylaws or by the board. 

2. Special meetings of the board of directors shall be held upon such notice 
as the bylaws shall prescribe, or in the absence of any such provision, upon 
notice sent by any usual means of communication not less than 3 business 
days before the meeting. 

3. Notice of a meeting of directors need not be given to any director who 
signs a waiver of notice, either before or after the meeting. 

. '. 
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4. Subject to the bylaws, notice of adjournment of a meeting need not be 
given if the time and place to which it is adjourned are fixed and announced 
at such meeting. 

5. Neither the business to be transacted at, nor the purpose of, any regular 
or special meeting of the board of directors need be specified in the notice or 
waiver of notice of the meeting unless the articles, the bylaws or this Act so 
require. 

6. Special meetings of the directors may be called by the chairman of the 
board, the president, or if he is absent or is unable to act, by any vice-presi
dent, by any 2 directors, or by any other person or persons authorized by 
the bylaws. 

7. At the written request of any of the persons calling a special meeting 
as authorized by subsection 6, the secretary or clerk shall send notices of the 
meeting to all the directors; or the person calling the meeting may himself 
send such notices. The person calling the special meeting shall set the time 
thereof and, unless the place of meetings is specified in the bylaws or by prior 
resolution of the directors, the place thereof. 

§ 710. Quorum and vote of directors 

1. Except as provided in subsection 2, a majority of the total number of 
directors then in office shall constitute a quorum for the transaction of busi
ness, unless a greater proportion is required for a quorum by the articles of 
incorporation or by the bylaws. 

2. If at any time there are f~wer directors in office than Yz of the number 
of directors fixed by the bylaws or, in the absence of a bylaw fixing the num
ber of directors, of the number stated in the articles of incorporation, the 
directors then in office may transact no other business than the filling of 
vacancies on the board of directors, in the manner and to the extent provided 
in section 706, until sufficient vacancies have been filled so that there are in 
office at least Yz of the number of directors fixed by the bylaws or the articles. 

3. The vote of a majority of the directors present at a meeting at which 
a quorum is present shall be the act of the board of directors, unless the vote 
of a greater number is required by the articles of incorporation, the bylaws or 
this Act. The articles of incorporation or the bylaws may require any greater 
number or a unanimous vote of the directors. The directors present at a duly 
called or held meeting at which a quarum was once present may continue to 
do business at the meeting notwithstanding the withdrawal of enough di
rectors to leave less than a quorum. 

4. Failure or refusal of a director to attend a meeting shall in no event 
estop or bar such director, in his capacity as such or as a shareholder, from 
challenging any action taken at such meeting on the ground that the meeting 
was improperly called, that a quorum was not present, or on any other 
legitimate ground. 

§ 711. Unanimous action by directors without a meeting 
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Unless otherwise provided by the articles of incorporation or bylaws, any 
action required by this Act to be taken at a meeting of the directors of a 
corporation, or any action which may be taken at a meeting of the directors 
or of a committee of the directors, may be taken without a meeting if all 
of the directors, or all of the members of the committee, as the case may be, 
sign written consents setting forth the action taken or to be taken, at any time 
before or after the intended effective date of such action. Such consents shall 
be filed with the minutes of directors' meetings or committee meetings, as the 
case may be, and shall have the same effect as a unanimous vote. 

§ 712. Informal or irregular action by directors 

I. Action taken without a meeting by agreement of a majority of directors, 
or by agreement of such larger percentage as the articles of incorporation or 
the bylaws may require, shall be deemed action of the board of directors: 

A. If the directors own all of the corporation's shares of all classes, and 
all directors know of the action taken, and no director makes prompt objec
tion to such action; or 

B. If all shareholders know of the action taken, and no shareholder makes 
prompt objection to such action; or 

C. If the directors take informal action pursuant to a custom of that 
corporation known generally to its shareholders, and all directors know of 
the action taken, and no director makes prompt objection thereto. 

2. If a meeting otherwise valid of the board of directors or of any com
mittee is held without call or notice where such is required, any action taken 
at such meeting shall be deemed ratified by a director or committe member 
who did not attend, unless after learning of the action taken and of the 
impropriety of the meeting, he makes prompt objection thereto. 

3. Objection by a shareholder, director or committee member shall be effec
tive only if written objection to the holding of the meeting or to any specific 
action so taken is filed with the clerk or the secretary of the corporation. 

4. Attendance of a director at a meeting for which this Act, the articles 
or the bylaws require the giving of notice shall of itself constitute a waiver 
of such notice, and of any defects in the call or notice of the meeting. unless 
the director attends the meeting solely for the purpose of stating his objection, 
at the beginning of the meeting, to the transaction of any business on the 
ground that the meeting is not lawfully called or convened, or that insufficient 
notice thereof was given. 

5. In the case of specific items of business which this Act, the articles or 
the bylaws require to be specifically mentioned in the notice of the meeting, 
attendance of a director at a meeting shall also constitute a waiver of such 
specific notice, and of any defect or deficiency therein, unless the director 
states his objection to the transaction of that item of business, on the ground 
of insufficiency of notice thereof, when the item of business is first brought 
before the meeting, and refrains from voting on or votes against such item 
of business. 




