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l TO THE SENATE OF THE STATE JF MINNESOTA: 

2 

3 

4 

Preface 

5 The Advis~ry Task Force on Minnesota Corporation Law was 

6 formed in May, 1979, as a cooperative effort of the Minnesota 

7 Senate, the Secretary of State of Minnesota, and the 

8 Corporation, Bankin(j, and Business Law Section of the Minnesota 

9 State Bar Association. Pursuant to written agreements with the 

10 Rul~s and Administration Committee of the Minnesota Senate, the 

11 Task Force committed to carry on a systematic analysis of 

12 Minnesota's business corporation laws (principally sections 

13 301.0l to 3Ul.67 of the Minnesota Statutes and related statutory 

14 provisions) and to develop and submit to the Minnesota Senate by 

15 December 31, 1980, a proposal for revising and modernizing 

16 Minnesota's business corporation laws to meet the legitimate and 

17 contemporary business needs of local businesses, large and 

18 small, whose corporate affairs are governed by those laws. 

19 The Task Force is pleased to submit this Report and the 

20 accompanying proposed bill to enact a new Minnesota Business_ 

21 Corporation Act in fulfillment of its undertaking. We urge that 

22 the Minnesota Legislature enact the proposed new Minnesota 

23 Business Corporation Act curing the 1981 Session. 

24 The substance of this Reµort follows these prefatory 

26 

27 

28 

29 

30 

25 comments. First, we describe the problems posed by our present 

business corporation laws, point out contemporary approaches to 

corporate law revision undertaken elsewhere, detail the approach 

adopte~ and followed by the Task Force as it developed the 

proposed new Minnesota Business Corporation Act, and highlight 

the most significant provisions of the proposed new act. 

31 

32 

33 

34 

35 

36 

37 

Second, our Reporter's section-by-section analysis of the 

proposed new act follows that discussion and deta.ils for each 

section the derivation of the section, the present Minnesota 

statutory counterpart, any change from present law, and an 

exolanation of the section. Finally, we set forth the text of 

the proposed act. 

The members of the Task Force and its Committees are 
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1 lawyers. They devoted countless hours to this project in the 

2 process of reading voluminous research materials and researching 

3 numerous substantive and policy questions on their own, 

4 attending many meetinqs, debating, deliberating, and, finally, 

5 developing the proposed new Minnesota Business Corporation Act. 

6 The Tas~ Force and its committees met a total of 60 times for a 

7 total of 205 hours. 

8 Thirteen persons served on the Task Force: Robert w. 80yd, 

9 Richard J. FitzGerald, Avron L. Gordon (Chairman, Liquidations 

10 and Dissolutions Committee), Williams J. Hay, Johns. Hibbs 

11 (Chairman), Paul A. Magnuson, Robert A. Minish, Lawrence 

12 Perlman, Robert J. Safkow, Ralph Strangis (Chairman, Fundmental 

13 Changes Committee), Burt E. Swanson, Tom Togas, and Robert a. 

14 Whitlock (Chairman, Shareholder Rights Committee). Twenty-six 

15 additional p•?rsons served on active Committees of the Task 

16 Force: William F. Archerd, Thomas M. Brown, Earl F. Colborn, 

1 7 J r • ( C ha i r ma n , C 1 o s e C or po r a t i on s C om in i t tee ) , P a t r i c k J • 

18 Delaney, Charlton Dietz, William r. Dolan, Thomas o. Feinberg, 

19 George P. Flannery, Gerald r. Flom, James T. Hale, Robert J. 

20 Johnson, o. William Kaufman, Glenn R. Kessel, Logan Langworth, 

21 Richard G. Lareau (Chairman, Jirectors and Officers Committee), 

22 James B. Lu~d, Gerald .E. Magnuson, Profassor Joseph E. Olson, 

23 Michael Prichard, Jerry F. Rotman, Henry J. Savelkoul, Paul J. 

24 Scheerer, Neil r. Sell, Archibald c. Spencer, Paul M. Torgerson, 

25 and Sherman Winthrop. The differing perspectives of the members 

26 of the Task Force and the Committees produced particularly 

27 lively debate and finely-honed provisions in the proposed new 

28 act, reflecting a negotiated and reasondble adjustment of those 

29 differences. 

30 ~e gratefully acknowledge the work af our Reµorter, aert 

31 Black, whose exceptional scholarship, administrative talents, 

32 and substantial contributions to th~ development of the proposed 

33 new business corporation act cannot be over3tated. He 

34 coordinated all activities of the Task Force and each of its 

35 Committees, somahow kept the project on schedule, helped the 

36 Task Force develo~ and then adhere to its approach, assured that 

37 memDers of the Task Force and the Committees analyzed both sides 
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l of :-=ill fJOl icy issues and were aware of th~ differing policies 

2 reflected in the laws of other states, produced detailed 

3 research on a multitude of issues on short notice, drafted 

4 countless versions of proposed sections of the act and much of 

5 the final proposed act itself, and prepared the 

6 section-by-section analysis of the proposed act included in of 

7 this Report. 

8 We are also indebted to six Liaison Representatives to the 

9 Task Force from the legislative and executive branches of 

10 government of the State of Minnesota: Peters. Wattson, 

11 Minnesota Senate Counsel, whose considerable expertise, complete 

12 objectivity, superior drafting skills, and long hours devoted to 

13 this project were invaluable to the Task Force; Sue Halverson, 

14 Special Assistant Attorney General in the Consumer Protection 

15 Division of the Office of the Minnesota Attorney General; Mark 

16 Winkler, Deputy Secretary of State at the time the Task Force 

17 was formed; Randy Sayers, Director of the Corporations Division 

18 of the Jffice of the Secretary of State of Minnesota; Tr3cy 

19 Godfrey, representing the Minnesota Department of Economic 

20 Development; and Daniel w. Hardy, Assistant to the Commissioner 

21 of the Securities Division of the Minnesota Oepartme~t of 

22 Commerce. Our Liaison Representatives participated actively in 

23 meetings of the Task Force, helped us focus on problems, policy 

24 consijerations, and solutions from the perspective of agencies 

25 of government and the public generally, suggested various 

26 provisions that appear in the proposed act, and otherwise 

27 contributed importantly to the development of the proposed new 

28 business corporation act. 

29 The early work of the Task Force was aided significantly by 

30 Amy .6... Anderson,_ Paul c. Dorn, Philip Finkel stein, and Karmen 

31 Nelson, who served as our research assistants while students at 

32 the University of Minnesota La~ School. Numerous other students 

33 at the Univt:?rsity of Minnesota Law School and the Haml ine 

34 University ~chool of Law also rendered valuable legal research 

35 assistance to the Task Force and its Committeesfl 

36 We benefited considerably from the thoughtful comments and 

37 suggestions submitted to us by many lawyers, law professors, and 

4 
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l organizations in response to our exposure draft of the proposed 

2 new business corporation act. Of ~articular assistance to the 

3 Task Force as it developed the final version of the proposal 

4 wera th2 extensive critiaues of the exposure draft submitted by 

~ Professor Richard M. Buxbaum of the SchJol of Law at the 

6 University of California, Berkeley; Professor Andrew w. Haines 

7 of William Mitchell College of Law; Professor Harry J. 

8 Haynsworth of the University of South Carolina School of Law; 

9 Raymonde. Onaov of Austin, Minnesota; Paul Marinac of the 

10 Office of the Minnesota Revisor of Statutes; Bernard Rosenberg 

11 of ~inneapolis; Professor w. Edward Sell of the University of 

12 Pittsburgh School of Law; Professor Stanley Siegel of the School 

13 of Law at the University of California, Los Angeles; Archibald 

14 c. Spencer of Minneapolis; Michael J. Welsh of St. Paul; the 

15 Corporate Counsel Association of ~innesota; and members of the 

16 Committee on Corporate Laws of the Corporation, Banking, and 

17 ausiness Law Section of the American 8ar Association. 

18 Finally, we acknowlege our debt to the University of 

19 Minnesota Law School and the Office of Senate Counsel of the 

10 State of ~innesota for invaluable technical and support services 

21 furnished to the Task Force throughout this project. 

22 

23 

24 

25 The ~innesota Supreme Court, in National New Haven Bank v. 

26 Northwestern Guaranty Loan Co., 61 Minn. 375, 386, 63 N.W. 1079, 

27 1082 (1895), made the following observation about ~innesota•s 

28 business corporation laws of the 1890's: 

29 Evary case adds new proof to what has been so often 
30 remarked--that the statutes of this state regulating 
31 corporations are crude, inconsistent and in conflict 
32 with each otner, and it is often difficult to spell 
33 out of ~hem the real intent of the legislature. 

34 This observation would be essentially accurate if made today. 

35 The Advisory Task Force on Minnesota Corporation Law was 

36 formed because of mountin~ concern that the corporation laws 

37 governing Minnesota business corporations are technically and 

38 substantively deficient, out of date, and a source of confusion 

39 and frustration in the modern business world for shareholders, 
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l directors, officers, credit0rs, governmental aqencies, lawyers, 

2 and the courts. 

3 ~innesota has the second oldest business corporation laws 

4 in the nation. Our present "business corporation act" is found 

5 in sections 3Jl.Ol to 301.67 of the Minnesota Statutes and was 

6 enacted in 1933, partially on the basis of chapter 300 and 

7 partially on the basis of the old "Uniform Business Corporation 

8 Act" whicil was relatively contemporary in 1933. It applies to 

9 all Minnesota business corporations formed after its enactment 

10 other than banks, savings banks, building and loan associations, 

11 trust companies and insurance companies, and to pre-1933 general 

12 business corporations that did not timely exercise their right 

13 to reject it. Our business corporation act has been amended 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

2a 

29 

30 

31 

32 

33 

3Lt 

35 

36 

37 

from time to time and in piecemeal fashion since 1933, but it i•s 

still basically 1933 legislation in terms of language, style, 

and underlying philosophy. 

Tha corporatjon laws governing most ~innesota business 

corporations are not confined to the business corporation act 

contained in sections 3Jl.Ol to 301.67, although this lack of 

exclusivity is somewhat obscured by deficient 

cross-referencing. Business corporations formed or coming under 

those sections are also governed by substantive provisions of 

corporation law contained in chapter 300 (e.g., sections 300.03, 

300.04, 300.081, 300.10, 300.11, 300.25, 300.36, 300.49, 300.59, 

300.61, 300.63, 300.66, and 300.67) and in chapter 316 (e.g., 

sections 316.02, 316.03, 316.04, 316.05, 316.06, and 316.10). 

Chapter 300 is Minnesota's former general business 

corporation law. Allowind for sporadic and piecemeal 

legislative interruptions, portions of chapter 300 find their 

historical statutory basis in tne Minnesota Laws of 1858 (the 

year ~innesota was granted statahood} and, as to some 

provisions, in our Territorial Laws of 1851. Today, chapter 300 

i s th e r=, r i ·n c i pa l b o iJ y o f b 1J s i n e s s c o r po r a t i on l, a 'IJ a p p 1 i c a b 1 e to 

banks, savings banks, b0ilding and loan associations, trust 

compenies, 1nsur3nce companie~, and public service corporations, 

as ·well as~ few jeneral business corporations formad before 

1933. 

0 
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1 Ch~pter 316 contains rules governing certain actions 

2 aJain~t corporations. The le~islative antecedents of most of 

3 the provisions of chapter 316 also date back to the 1350'5• 

4 The Corporations Division of the Office of the Secretary of 

5 State infor111P.d the Task Force that 6,000 to 7,000 ne1-1 Minnesota 

6 business corporations are incorporaed annually. A sampling of 

7 new incorporations undertak2n by the Corporation Jivision and 

8 the Reporter of the Task Force indicates that in excess of 90 

9 percent of the Minn8sota business corporations formed each year 

10 are closely-held and that a $ubstantial number of them are 

11 formed without legal assistance~ 

12 Needlessly structured formality pervades our business 

13 corporation laws. Few opportunities exist for closely-held 

14 corporations or publicly-owned corporations to use the more 

15 informal and flexible procedures that are available to business 

16 corporations in most other states. Our business corporation 

17 laws not only fail to reflect these devalopments elsewhere, but 

18 effectively mandate outdated practices and prohi~it shareholders 

19 and corporate managers from adopting contemporary practices; in 

~O othdr res~ects, our laws simply fail to provide necessary 

21 authorization for the adoption of other contemporary practices. 

22 A specific recitation of each deficiency in our business 

23 corporation laws would serve no particularly useful purpose here. 

24 However, a general description of some of the more serious 

25 deficiencies is illustrdtive. Jur Minnesota business 

26 corporation laws: 

27 (1) Impede the ability of shareholders to obtain various 

28 information, both economic and noneconomic, relevant to their 

29 investment.in a corporation; 

30 (2) Fail to reflect the marked changes in recent years in 

31 methods of accounting for business transactions and remain 

32 wedded, in varying de-::irees-, to such outmoded concepts as "par 

33 value", "stated capital", "earned surplus", "paid-in surplus", 

34 and "net earnin\_:Js", which were originally devised to protect the 

35 rights of shareholders and creditors, but which no longer sarve 

36 that purpose; 

37 (3) Do not adequately take into account the needs and 

7 
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1 practices of closely-held corporations, which, as indicated, 

2 comprise ~ore than 90 percent of all Minnesota business 

3 corporations; 

4 (4) Require, for no compellingly useful purpose, that new 

5 bus i n es s c or po rat i on s o u b 1 i sh a not i c e 0 f i n c or po rat i on and 

6 record amendmem:.s of articles of incorporation, among other 

7 documents, with county recorders, producing essentially needless 

8 paper work and expense; 

9 (5) Force reference to provisions of chapter 300 for the 

10 

11 

12 

13 

14 

authority of a corporation governed by sections 301.01 

to make charitable contributions or to furnish, wholly 

partially at its own expense, pensions and medical, 

hospitalization, accident, and disabi 1 ity insurance; 

(6) Fai 1 to recognize the contemporary fact that, 

to 301.67 

or 

in many 

15 instances, directors, particularly those who are not officers or 

16 employees of a corporation, must rely on information or advice 

17 furnish~d to them by officers, employees, or experts in reaching 

18 decisions; 

19 (7) Jo not expressly recognize the contemporary practice in 

20 other states permitting corporate directors substantial 

21 flexibility in the decision-making process, including delegating 

22 authority (but not responsioil ity) to committees of the board in 

23 addition to an executive committee; 

(8) Compel shareholders and our courts to refer to obscure, 

25 outdated, and unnecessarily narrow provisions of chapters 300 

26 and 316 for authority to seek, and to grant, equitable relief 

27 under various circumstances; 

23 (9) Contain cumbersome rules with respect to fundamental 

29 corporate actions, including corporate mergers, exchanges of 

30 snares, and dissolutions; 

31 (10) Provide for involuntary dissolution, apparently as an 

32 intended means of providing a remedy for certain abuses not 

33 otherwise curabl~, but condition entitlement to that remedy on 

34 such stringent and unrealistic standards that involuntary 

35 dissolution is almost never available as a remedy for those 

36 abuses; 

37 (11) Frustrate current notions of participatory corporate 

d 
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l democracy by permitting holders of voting shares to block 

2 proposed corporate actions favored by a substantial majority of 

3 shareholders simply by absenting themselves from the 

4 decision-making process; and 

5 (12) Essentially ignore the evolution of rules relating to 

6 disclosure and accountabi1 ity provided for in federal and state 

7 laws. 

8 These deficiencies are curable, and most states long ago 

9 set about to update their business corporation laws, often after 

10 long study and debate, on the basis of then-prevailing needs and 

11 practices, and largely without re~ard to outmoded provisions 

12 already on the books. This pace accelerated after the first 

13 version of the Model Business Corporation Act was published in 

14 1946• The Committee on Corporate Laws of the Corporation, 

15 Banking, and Business Law Section of the American ~ar 

16 Association has since then regularly reviewed and periodically 

17 updated the Model Act, most recently in 1980. 

18 The current trend in business corporation laws is 

19 illustrated by the Model Act, by the Delaware business 

20 corporation laws and by new business corporation laws adopted in 

21 the 1970's in Arizona, California, Florida, Michigan, and New 

22 Jersey, among other states. Portions of the Model Business 

23 Corporation Act have been adopted in almost all states, 

24 including in a fe~, quite limited respects, Minnesota. It is 

25 significant that the Model Act was long ago used as the basis 

26 for revised business corporation statutes in our neighboring 

27 stat~s af Wisconsn (1951), North Dakota (1957), Iowa (1959), and 

23 South Dakota (1965). 

29 The current trend reflected in modern business corporation 

30 laws is toward flexible and enabling legislation and away from 

31 predominantly restrictive and regulatory legislation. It 

32 reflects reco~nition of the fact that since the modern ousiness 

33 corporation ~ay be national or even i0t2rnational in scope, the 

34 state of its incorporation may be largely incidental and be 

35 selected primarily on the basis of which staie•s business 

36 corporation law offers the greatest degree of flexibility and 

37 the most clear-cut recognition of contemporary ousiness needs 

9 
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l and practices. 

2 The current trend offers the flexioil ity needed by business 

3 corporations t~day and takes account of evolving federal and 

4 state securities laws. In addition, most modern business 

5 corporation laws reflect recent changes in methods of accounting 

6 for business transactions, and they generally simplify, clarify, 

7 and modernize the body of .l0w governing business corporations. 

8 In short, the current trend is to provide for a general 

9 statutory format for the contemporary conduct of corporate 

10 business, with sufficient flexibility to enable the parties to 

11 alter the format as necessary to meet their legitimate, needs. 

Approach 

12 

13 

14 

15 The Task Force began its work in June, 1979. It initially 

16 sorted out in broad, structural terms the issues confronting 

17 it. The first questions related to the basic scope of statutory 

18 focus. The Task Force determined that chapters 300 and 316 of 

19 the Minnesota Statutes were completely out of date, a 

20 circumstance that ordinarily would warrant repeal or, at the 

21 least, extensive revision. H~wever, the Task Force determined 

22 that it would be inappropriate to repeal or completely revise 

23 chapter 300 or chapter 316, or even the portions of those 

24 statutory provisions that also apply to corporations formed or 

25 coming under sections 301.01 to 301.67, because serious 

26 disruptions could occur in long-standing, legitimate practices 

27 of corporations that are not permitted to incorporate under or 

28 that rejected the opportunity to come under sections 30l~Jl to 

29 301.67. Similarly, the Task Force considered, but subsequently 

30 rejacted, undertaking parallel amendments in the Minnesota 

31 securities laws. 

32 Accordingly, the Task Force concluded that it should focus 

33 primarily on sections 301.01 to 301.67 and only secondarily on 

34 the sections of chapters 3OJ and 316 applicable to most 

35 Minnesota business corporations. After reviewing the business 

36 corporation laws embodied in those provisions, the Task Force 

37 further concluded that althouyh some of the policy 

10 
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1 considerations reflected in sections 301.0l to 301.67 and in 

2 those sections of chapters 300 and 316 continue to have 

3 validity, the corporation laws governing most Minnesota business 

4 corporations are ~enerally beyond further piecemeal revision and 

5 should De r~placed oy a clearly written, self-contained, and 

6 contemporary new business corporation act. 

7 Finally, the Task Force concluded that after a suitable 

8 transition period~ all Minnesota business corporations 

9 previously formed or co~ing under sections 301.0l to 301.67 

10 should become subject to the new business corporation act, 

11 sections 301.01 to 301.67 should be repealed (the right of 

12 repeal is reserved in sec~ion 301.59), and all pre-1933 business 

13 corporations that rejected sections 301.01 to 301.67 should have 

14 an opportunity to elect to come under the new act. 

15 The Task Force than focused on broad policy questions with 

16 respect to what functions a sound business corporation law 

17 should and should not serve. It was realized at the outset that 

18 a sound business corporation law must clearly reflect the 

19 still-valid historical notion that corporation law, as such, is 

20 fundamentally a collection of rules for intarnal governance of 

21 the rights, powers, duties, liabilities, and responsibilities of 

22 shareholders, directors, and officers. Ideally, these rules 

23 should balance tne interests of each group with ~are and with an 

24 appreciation of the legitimate needs and reasonable expectations 

25 of each group in the contemporary business world. 

26 A law that permitted the establishment and continuance of 

27 autocratic, unaccountable managemen~ would be wholly untenable. 

28 On the other hand, a law that placed manayement in a 

29 strditjacket and subjected corporate directors and officers to 

30 attack for every act or failure to act would be equally 

31 untena~le, would seriously disrupt operations of all 

32 corporations, large or small, and would certainly result in an 

33 early flight of many Minnesota corporations to other states and 

34 encourage future orJanizers of corporations to form their 

35 corporations els2where. Moreover, although a sound business 

36 corporation law should recognize the legitimate interests of 

37 creditors, it should balance those interests against the equally 

11 
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1 strong need for certainty in certain corporate transactions. 

2 The fundamental functions of a sound business corporation 

3 law are: 

4 (1) To provide a modern, flexible, and certain framework 

5 for govarning private rights, which can readily be adapted to 

6 the legitimate needs of all corporations, whether publicly-owned 

7 or closely-held; 

8 (2) To provide, as rules, all of the provisions that would 

9 normally be expected to result from associative bargaining if 

10 all parties were reprasented by counsel, coupled with the 

11 expressed flexibility to vary those rules whenever necessary to 

12 reflect the actual associative bargain; 

13 (3) To be so comprehensive, straightforward, and clear that 

14 transaction costs can be substantially reduced for anyone 

15 wishing to form or to be involved in Minnesota corporations; 

16 (4) To eliminate any straitjacket on the davelopment or 

17 implementation of programs 3nd policies of honest management; 

18 (5) To permit corporate directors substantial flexibility 

19 in the decision-making process, without permitting abdication of 

20 their functions and responsibilities; 

21 (6) To reflect the fact that although sharaholders bear the 

22 risk of changes in the value of their shares (through changes in 

23 corporate net worth) and contract with others to manage the 

24 assets of the corooration, the interests of shareholders and 

25 managers of publicly-owned corporations are not inherently 

26 inconsistent, but are usually made consistent by basic market 

27 incentives; 

28 (7) To increase the accountability of management and the 

29 flow of inf0rmation to shareholders by providing expanded 

30 protection for the rights of shareholders, particularly those 

31 holdin9 minority interests; 

32 (8) To recognize the legitimate interests of creditors, 

33 while at the same time providing certainty to shareholders, 

34 directors, and officers with respect to those interests in 

35 certain corporate transactions; 

36 (9) To offer those drafting corporate documents an 

37 increased opportunity for creative corporate planning by 

12 
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l pennitting the~ to provide precisely the corporate structure 

2 that most nearly fulfills the needs of the client; and 

3 (10) To permit recourse to the courts to remedy any 

4 possible abuses resulting from substantially increaseJ 

5 managerial flexibility. 

6 In essence, then, a sound business corporation law should 

7 embody substantial flexibility and informality in matters of 

8 procedure, together with substantial disclosure of and 

9 accountability for the corporate actions resulting from those 

10 procedures. 

11 After formulating its perception in broad outline of the 

12 functions to be served by a sound business corporation law, the 

13 Task Force focused on the means of implementing each of those 

14 functi~ns. Our Reporter developed a comprehensive list of 

15 hundreds of specific policy questions, formulated on the basis 

16 of provisions in the Model 8u5iness Corporation Act and in the 

17 corporation laws of Delawar8, California, Maryland, and 

18 Virginia. Whatever the answer to a policy question, a 

19 legislative respons~ was contained in one of those sources or in 

20 current Minnesota law. 

21 The Task Force organized Committees, including members of 

22 the TasK Force and many other experienced lawyers, to study 

23 special topics and to develop recommendations for consideration 

24 by the Task Force. Separate Committees were organized to study 

25 issues pertaining to closely-held corporations; directors and 

26 offic~rs; dissolutions; shareholder rights; and corporate 

27 mergers, exchanges, and sales of assets. The Task Force itself 

28 studied all other relevant topics. 

29 ~Ith the aid of sets of policy questions for each topic, 

30 members of the Task Force and its Committees were able to focus 

31 on, debate, and tentatively decide pol icy questions related to a 

32 particular topic, and then turn to the matching legislative 

33 response to each tentative pol icy decision. After research and 

34 

35 

36 

37 

further debate, either a policy decision or the ~atching 

legislative response was revised in order to reach the desired 

result. Then, as proposed provisions covering all of the 

separate topics were combined in the form of a draft statute, 

13 
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1 substantial additional changes were made to close gaps and to 

2 eliminate duplication and internal inconsistencies in language 

3 and, in some cases, policy. On August 5, 1980, the Task Force 

4 completad an exposure draft of a proposed new business 

5 corporation act and distributed more than 400 copies of the 

6 draft to lawyers, law professors, and organizations in Minnesota 

7 and throu9hout the nation. Numerous helpful comments and 

8 suggestions were received. On October 1, 1980, the Task Force 

9 resumed its meetings and, on its own and on the basis of 

10 comments and suggestions submitted to it, developed the final 

11 draft of the proposed new Minnesota Business Corporation Act. 

12 The proposed new act was unanimously approvad at a meeting of 

13 the Task Force on December 17, 1980. 

14 

15 

16 

17 

Highlights of the Proposal 

As is indic~ted in considerable detail in our Reporter's 

18 section-by-section analysis of the proposed act~ portions of the 

19 proposed new Minnesota Business Corporation Act were derived 

20 from provisions in sections 301.01 to 301.,67 and chapters 300 

21 and 316 of the Minnesota Statutes. Most of those provisions 

22 wera rewritte~ in whole or in part for clarity and consistency 

23 with other provisions in the proposed act. Other portions of 

25 

26 

27 

24 the proposed new business corporation act were similarly derived 

from the Model Business Corporation Act and the business 

corporation laws of California, Connecticut, Delaware, Georgia, 

Illinois, Maryland, MichiJan, New Jersey, and New York. 

28 

29 

30 

31 

32 

33 

34 

35 

36 

However, other provisions in the proposed new act have no 

counterpart elsewhere and represent innovations in business 

corporation law. 

For example, the Task Force knew that the corporation laws 

of various states had been amended or supplemented recently to 

include special provisions applicable only to closely-held 

corporations, and that a proposed "Close Corporation Supplement" 

to the Model Susiness Corp~ration Act, also applicable only to 

closely-held corporations, has been in the drafting stage for 

37 the past few years. These special provisions are characterized 

14 
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1 by extraordinary flexibility and informality and by greatly 

2 enhanced shareholder protection, but these provisions also are 

3 highly complex, easy to bredch, applicable, as indicatea, only 

4 to closely-held corporations and, then, only to a limited 

5 category of closely-held corporations. aecause the Task Force 

6 estimated that more than 97 percent of all Minnesota business 

7 corporations are closely held, its Committee on Close 

8 Corporations developed a proposed set of statutory provisions to 

9 apply only to closely-held corporations, which we~t beyond 

10 similar laws enacted in other states and did so without the 

11 complexity anJ risks inherent in those laws. The Task Force 

12 considered, but ultimately rejected, the concept of separate 

13 provisions ap~licable only to closely-held corporations--not 

14 because of a belief that closely-held corporations did not need 

15 substantially more flexibility and informality than are 

16 available under present law or that the shareholders of those 

17 corporations were not entitled to greater protection than is 

ld afforded by present law, but because of a p~rception that the 

19 conte,nporary needs and expectations of shareholders, directors, 

20 and officers of a business corporation do not depend solely on 

21 whether or not the corporation is closely-held. 

22 Accordingly, in what represents the most innovative 

23 development :rnywhere in the nation, the proposed Minnesota 

24 business corporation act embodies the notion that all business 

25 corporations, whether closely-held or publicly-owned, should be 

26 perinitted to operate with substantial flexibi 1 ity and 

27 infor,nality (to the extent consistent with applicable securities 

28 and other laws), and that the shareholdars of all business 

29 corporations are entitled to enhanced protection in terms of 

30 ,jisclosur·;.~ Y,d management accountability• This conclusion 

31 affirmed th~ ~erception of the Task Force of the functions to be 

32 served by a sound nusiness corporation la,,1 and set the tone for 

33 the proposed new act: substantial flexibility and informality 

34 in matters of procedure, to~ether with substantial disclosure of 

35 and accountability for the corporat2 actions resulting from 

36 those procedures. 

37 It is not feasible to summarize here all of the provisions 

15 
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l of the proposed new business corporation act, as each section of 

2 the proposal is analyzed in our Reporter's section-by-section 

3 analysis. However, sorn~ ~revisions represent significant 

4 changes in or additions to present law and warrant brief 

5 di~cussion here. 

6 

7 

8 

Section 1 - Definitions 

The proposed act defines thirty-six words or phrases, 

9 whereas the current law defines only twelve. Some of the added 

10 terms are defined with reference to definitions already used in 

11 other statutes. For examµle, the definition of security in 

12 section 1, subdivision 26, uses the definition set forth in 
\ 

13 Minnesota Statutes, Section BOA.14(q), and the definition of 

14 "transaction- statement" in section L, subdivision 33, uses the 

15 definition set forth in section 336.8-408(4). Other terms are 

16 defined so that repetition of a lengtr1y 1 ist throughout the 

17 statute may be avoided. One example is the definition of "legal 

18 representative" in section 1, subdivision 16. The remainder of 

19 the defined terms have been defined in order-to remove 

20 uncertainties about the procedures to be followed in certain 

21 situations. For example, the definition of "written action" in 

22 section 1, subdivision 36, includes duplic.ate copies of the 

23 written action as parts of one instrument, consistent with 

24 current practice. Si~ilarly, the definition of "filed with the 

25 secretary of state" in section 1, subdivision 11, treats a 

26 document as filed when a valid document is delivered to the 

2a 

29 

30 

31 

27 secretary of state, thus eliminating questions about whether a 

document is or is(™-.J.t.- filed if the official stamp does not 

appear on the document and removing any possibility of risk 

resulting from an inadvertent delay in affixing the official 

stamp. 

32 

33 

34 

35 

Sections 2 to 4 - Application 

Assuming that the proposed new act is enacted during the 

1981 session, the act wi 11 take effect on July 1, 1981. However, 

corporations 3re not required to come under the act until 

36 January 1, 1983. This gives the shareholders, directors, and 

37 officers of each corporation 18 months to analyze the new law 

16 
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l and consider and adopt any necessary amendments in the articles 

2 of incorporation or bylaws. During this grace period, new 

3 corporations may oe formed under either sections 301.01 to 

4 301.67 or the new act. Existin~ corporations may elect to co~e 

5 under the new act at any time between July l 1981 and Oecemoer 

6 31, 1982. 

7 T~e proposed act also exempts certain corporations from its 

8 application. Chapter 300 contains no reservation of power to 

9 amend or repeal the chapter. The absence of that reservation may 

10 mean that corporations originally incorporated under chapter 300 

11 and not now subject to sections 301.01 to 301.67 cannot be 

12 forced to come unJer another chapter. Those corporations may, 

13 if they choose, elect to come under the proposed act. However, 

14 many of these corporations cannot so elect because other 

15 chapters of the Minnesota Statutes require them to form under 

16 and remain governed by chapter 300. 

17 After the grace period exoires, sections 301.01 to 301.67 

18 are repealed, all existing business corporations for~ed or 

19 comin~ under those provisions will automatically come under the 

20 new act, and all new business corporations must form under this 

21 act. 

22 It should b~ noted that certain chapters and sections of 

23 chapters that currently apply to business corporations will not 

24 apply to corporations governeo by the new act. We have taken 

25 this approach for two reasons: First, the existence of these 

26 rather out-of-the-wdy sections creates numerous traps for even 

27 the most experienced corporate counsel. By incorporating in the 

28 new act substantially all of the substantive law relating to 

29 Minnesota business corporations, we hope to reduce that danger. 

30 Obviously, some relevant substantive provisions, including the 

31 securities and tax laws1 do not appear in the n2w act. However, 

32 ~ith these ~nd a few other excep~ions, matters affecting the 

33 intarnal affairs of tna corporation may be det~rmined by 

34 reference to one cha0ter which may be reproduced and 

35 disseminated as a unit more easily than the former hodge-podge 

36 of applicable 1 aw:. .. Second, we have examined the policies 

37 undarlying the se~t!cns appearing in those other chapters, and 

17 
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l have included in the new act only those policies that appear 

2 consistent with contemporary business needs and practices, 

3 makin~ reference to other chaptdrs wholly unnecessary with a few 

4 minor exceptions applicable only to public service corporations. 

5 Sect1on 3 merely validates any transactions that are 

6 commenced prior to the time a corporation comes under the new 

7 act, but which are continued or completed after that time. 

8 Section~ reserves to the Legislature the absolute right to 

9 compel corporations incorporated unqer the new act to abide by 

10 all changes in the act that future Legislatures may impose. 

11 Section 5 - Purposes 

12 This section is broadly worded so that prohibitions in 

13 other statutes are the only obstacles to incorporation of a 

14 forprofit corporation under the new act. Nonprofit corporations 

15 remain governed entirely by other chapters, principally chapter 

16 317. The reason for this broad wording is the desire to permit 

17 changes in other chapters to control the purposes section. All 

18 of che organizations formerly prohioited from incorporating 

19 under sections 301.0l to ~Ol.67 must, by the terms of other 

20 laws, incorporate under specific chapters, chiefly chapter 300. 

21 There is no reason to add a prohibition to that sµecific 

22 directive. 

23 Section 7 - Formation 

24 This section requires much less detail in the articles of 

25 incorporation. In fact, only four basic items are required: 

26 the corporate name~ the address of registered office, the number 

27 of authorized shares, and the names and addresses of each 

28 incorporator. Thus, "postcard incorporation" will be a reality 

29 for persons wishing to avail themselves of the statutory rules 

30 without modification. 

31 The remainder of section 7 is devoted largely to the rules 

32 that will apply to a corporation choosing to file only a short 

33 form (subdivisions 2 and 3) or that will not apply to a 

34 corporation filing that form (subdivisbn 4). The "laundry 

35 1 ist" quality of this section is designed to bring the various 

36 choices of basic corporate structure to the attention of anyone 

37 considering incorporation. T~is heightened awareness of 

18 



12/19/80 [ COUNSEL ] PSW SC1462 

1 corporate options at the time of incorporation will avoid 

2 problems at later stages in the life of the corpora~ion. 

3 The it~ms included in the list fall into three categories: 

4 rules that may be altered only in the articles; rul2s that may 

5 be altered in either the articles or the bylaws, if any, of the 

6 corporation; and other rules that may be adopted in the articles 

7 or, in all but two cases, the bylaws, but which will not apply 

8 unless specifically adopted. 

~ Section 8 - Corporate Name 

10 We have added the word "limited" to the list of words 

11 indicating the corporate nature of the orJanization, primarily 

12 because many professional corporations are authorized by chapter 

13 319A to use, and actually use, that word. This section empowers 

14 the Secretary of Stdte to decide wh~ther a name is or is not 

15 "deceptively similar 0 to a name in use. The section also warns 

16 holders of corporate names of the existence of numerous other 

17 laws restricting the use of names. 

18 Section 9 - ~eserved Name 

19 Names permitted under Section 8 may be reserved for 

io continuous periods under this section. 

21 Sections 12 to 17 - Amendment of Articles 

.?.2 The most important change in the amendment process from 

23 present law is the provision in saction 14 which permits the 

24 articles to be amended by a majority of the shares representeJ 

25 at a ,neeting. Other important changes permit. the incor)orators 

26 to amend the articles before shar2s are issued without having to 

27 file complet~ly new articles, as urider present law, and require 

29 class voting o~ amendments that would impair in certain ways the 

29 rights of shareholders under their "investment contract", that 

30 is, the terms of their sharas. Generally, the number of 

31 occasions rcC;uiring class voting has been greatly expanded. 

32 Sections 19 and 20 - Effective Dat9s; Presumption of 

33· Incorporation 

34 The most notable change from present law is that articles 

35 and amend;nents to the articles are effective when file-i; 

36 effectiveness will no longer depend on the issuance of a 

37 certificate. Another change contained 1n section 20 is the end 

19 
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l of de facto incorporation and corporation by estoppel. The 

2 simplified mode of incorporation under section 7 makes it 

3 unnecessary to recognize any corporation whicn has not complied 

4 with the fundamentally simple requirements of that section. 

5 Sections 21 - Powers 

6 Corporations are entities that have limited powers. Section 

7 21 specifically grants many pow~rs to corporations that the 

8 current law leaves unstated, in addition to the power6 expressly 

9 granted in sections 301.0l to 301.67 and in chapter 300. While 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

these powers are too numerous to catalogue here, some of them 

include the powers to deal in securities, to act as pledger, to 

pay pensions and establisn profit-sharing plans, to purchase 

life insurance. for persons connected with the corporation, and 

to advance or loan money to certain persons. 

Section 22 - Corporate Seal 

This section makes it clear that a corporation may, but 

need not, have a corporate seal and describes in detail what 

kinds of seals will be valid if the corporation uses one. 

Section 24 - Organization 

This new section grants incorporators certain specific 

powers in organizing the corporate entity. These powers are not 

explicitly stated in the current statute, but can be vital to 

successful organization. 

Section 25 - Bylaws 

This section makes it clear that the corporation may, but 

need not, have bylaws. 

for amending the bylaws. 

It also provides a specific procedure 

Sections 26 to 45 - Directors 

Section 26 provides new language recognizing the 

com:emporary fact that the board does not necessarily personal 1 y 

man3ge the corporation. It also gives the shareholders the 

rignt to govern the affairs of the corporation directly, either 

by a unanimous vote or pursuant to a unamimous shareholder 

control ajreement (see section 76). This right should be 
I 

particularly useful to the small, closely-held corporations 

36 which comorise more than 90 percent of Minnesota business 

37 corpora~ions. 

20 
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l Under section 27, a board need consist of only one 

2 director~ irrespective of the number of shareholders, unlike our 

3 □ resent law wnich requires three directors, or a number of 

4 directJrs e~ualling the number of shareholders, whichever is 

5 smaller. 

6 Section 28 qoverns tne terms of board members, who will 

7 serve either for indefinite terms or for fixed terms of five 

8 years 3r less, unless they die, resi9n, or are removed or 

9 disqualified. Those servin9 indefinite terms must stand for 

10 election at regular meetings (see section 65). Directors may 

11 also hold over, as under ~resent law, until their successors are 

12 qualified. 

13 Section 32 specifically validates classification of 

14 directors. Current law has no equivalent provision. The 

15 classification may be either by staggered terms of office or by 

16 representation of particular classes of shares. 

17 S9ction 33 changes present law with respect to cumulative 

18 votinJ, both by clarifying how shares are voted cumulatively 

19 and, more importantly, by eliminating the former requirement of 

20 24 hours• advance notice of a shareholder's intention to 

21 cumulat9 votes. 

22 Our current law does not specifi~ally provide for 

23 resignations by directors. Section 34 governs the method and 

24 effective time of a resignation. 

2S Section 37 is consistent with our currant law on board 

26 meetings, but it contains a change and several new provisions. 

27 It requires meetings to be held at the princi~al executive 

28 office, not at the registered office, if no place is fixed for 

29 the meetings. It recognizes meetings held entirely by 

30 electronic means as valid meetings, if held on proper notice. 

31 ~inally, it establishes specific rules for waiver of notice of 

32 me~tings by attendance at the meeting. 

33 Section 38 is entirely new. It permits absent directors to 

34 vote directly for or against specific proposals by a written 

35 document. 

36 iJnder section 39, the quorum for directors has now been 

37 made the same as the quorum for shareholders (sae section 70), 

21 
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l that is, a majority, unless tne articles or bylaws provide for a 

2 larger or smaller number. 

3 Section 40 reflects current law governing the majority 

4 required for board approval, but adds a provision that permits 

5 the articles to require a larger proportion than the new act may 

6 re9uire for a particular action. 

7 Current law requires unanimity for board action ~ithout a 

8 meeting. Section 41 permits less than unanimous action for 

9 routine matters not requiring a vote of the shareholders if the 

10 articles permit it. 

11 Section 42 is almost totally without equivalent in the 

12 current law. It expressly validates the creation of any number 

13 of committees; permits committees to fulfill any function the 

14 board assigns; permits any person, whether or not a director, to 

15 be a committee me1i1ber; permits the board to delegate total 

16 control of a particular area to a committee~ but requires the 

17 board to retain full responsibility for all actions of all 

18 committees; reqJires committees to follow the same basic 

19 procedures that directors must follow; and requires non-director 

20 committee members to conform to the same standard of conduct 

21 that directors must meet, but extends to them the same 

22 opportunity for indemnification and advances of expenses 

23 available to directors. 

24 Section ~3 is totally new. It provides for the 

25 establishment of an independent committee of disinterested 

26 persons to consider the merits of derivative suits. That 

27 committee is independent of the board and may dismiss derivative 

28 suits if it finds it in the best interests of tne corooration to 

29 do so. This validates a practice already permitted by federal 

30 case law, and it has been included to avoid any uncertainty with 

31 respect to the power of a Minnesota corporation to US8 this 

32 mechanism to terminate the patent abuses of strike suits. 

33 The standard of conduct to which directors will oe held 

34 under section 44 is the same as under the present statute. 

35 However, this section does add two items with respect to the 

36 conduct of directors. It permi~s a director to rely on 

37 information provided by certain persons whom a director might 
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l assume are in a position to speak with authority. It also 

2 places the burden of proving that a director disagrees with the 

3 action of the board on that director, and sets forth ways in 
\ 

4 which that dissent must be expressed. 

5 Section ~5 is new. It is intended to cover only the 

6 situation wnere there is self-dealing; other matters, such as 

7 those covered by the corporate opportunity doctrine, have been 

8 adequately developed in the case law. This section requires a 

9 director of a corpora·t.ion who has a material financial interest, 

10 or whose immediate family has a mat2rial financial interest, in 

11 an or~anization dealing with the corporation to meet certain 

12 standards of fairness or to recdive, after full disclosure, the 

13 approval of a disinterested majority of the board or the 

14 shareholders. Note here that neither an interested director nor 

15 the sMares owned oy that director will be counted in calculating 

16 a quorum. 

17 Sections 46 to 54 - Officers 

18 Section 46 eliminates the requirement that there be a 

19 president, secretary and treasurer. Instead, the only 

20 requirement is that some person act as chief executive officer 

21 and soma person act as chief financial officer. 

22 may be filled by the same person. 

Both positions 

23 Section 47 outlines the powers and duties of these two 

24 required officers. A corporation may prescribe different powers 

25 and duties if it wishes. 

26 Section 49 reflects current law in making it clear that one 

27 person may hold any number of positions; it also permits that 

28 person to execute documents that must be signed by him in two or 

29 mora official capacities~ by one signature and an indication of 

30 the capaciti~5 in which the documents are signed. 

31 Section 30 is a ~e~ Jrovision. If a corporation ha~ failed 

32 to choose off leers, t 1 ~ parsons exercising the powers of ~ne two 

3 3 r e q u i r e d of f i c e r s a r ::. ~ cc: en e d to be t h ,Vi ~ o f f i c e r s • 

34 Section 51 r2states curr~nt law, while making clear tha 

35 ability of che ooarct tc enter into long-term employment 

36 contracts with officers. 

37 Section 52 on resignation of officers parallels section 34 

23 
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1 on resignation of directors. The resignation provision is not 

2 expressly dealt with in the current statute; nor is the vacancy 

3 provision. 

4 Section 53 makes it clear that an officer may delegate 

5 power~, but may not delegate responsibilities. 

6 The standard of care imposed by section 54 is the same 

7 standard imposed by current law. The section requires that 

8 certain persons in addition to those chosen directly by the 

9 board conform to that standard. The section does not 

10 specifically permit an officer to· satisfy that standard by 

11 reliance on experts. 

12 Sections 55 to 78 - Shares and Shareholders 

13 Section 55 permits the board to establish classes of shares 

14 without amending the articles. For corporations whose shares 

15 have no par value, the section sets a par value for limited 

16 purposes. 

17 Section 56 simplifies the current law with respect to 

18 subscriptions for shares. It extends the period of 

19 irrevocability to six months. It also retains the corporate 

20 option of enforcing the agreement as a contractual debt, selling 

21 the shares for the account of the shareholder, or rescinding the 

22 transaction, but the method has been greatly simplified. 

23 Under section 57, future consideration is still valid, but 

24 only if it is promised to the corporation in an enforceable 

25 written agreement. This gives the corporation an action for 

26 damages due to breach of the agreement if that consideration is 

27 not transferred to the corporation at the proper time. Receipt 

28 of the agreement also constitutes consideration sufficient to 

29 permit the corporation to issue shares immediately; under 

30 current law, shares may not be issued until the underlying 

31 consideration is actually in the hands of the corporation. The 

32 section also makes it clear that no consideration is requir~d 

33 for shares is5ued in splits, dividers or conversions, and 

34 provides clearer rules governin9 liability for deficient 

35 consideration, imposing an absolute liability on the shareholder 

36 to pay the total consideration agreed to, and imposing 

37 conditional 1 iabi 1 ities on otner persons. 

24 
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1 Preemptive rights are covered in detail by section 59, 

2 which is totally new dnd which provides the first specific rules 

3 in the history of Minnesota corporate la~ defining what those 

4 rights are, when those ri~hts arise, and how they are to be 

5 exercised. 

6 Section 60 permits Minnesota corporations to have 

7 uncartificated shares, a concept already part of Article 8 of 

8 the Minnesota u.c.c. This section also requires only one 

9 signature on each share certificate, and it deems the signature 

10 of a farmer official or agent val id if that person was an 

11 officer or agent at the time the certificate was signed. 

12 Finally, this section states a more specific rule regardinq 

13 share c~rtificates as evidence of ownership. 

14 Section 61 merely permits the replacement of lost ~hare 

15 certificates suggested by section 336.8-405. 

16 Section 62 is new. It permits corporations to issue 

17 fractional shares or to provide alternative methods of 

13 transferring value in lieu of fractional shares. 

19 Section 64 is without equivalent in the current statute and 

20 expressly validates restrictions on transfers of securities 

21 under certain conditions. 

22 Section 65 recognizes that many Minnesota corporations have 

23 no need to hold shareholder meetings on an annual basis. It 

24 permits tne corporation to hold meetings on any less frequent 

25 basis it chooses, but it protects shareholders by permitting 

26 the~ to call a meeting under certain easily-met conditions, at 

27 the expense of the corporation. At each meeting, each director 

28 serving for an indefinite term must stand for election. 

29 Sectio~ 66 reflects current law with respect to special 

30 meetin~s, but makes it clear that only those items set forth in 

31 the notice may· be considered at a special meeting. 

32 Nctice is covered in section 67, which is consistent with, 

33 but rnora detail~d than, present law. It also permits waiver of 

34 notice orally and by attendance at the meeting in question. 

35 Both f~rms of waiver are new to Minnesota statutory law. 

36 Section 63 states the majority vote needed to approve an 

37 action at a shareholder meeting. This presumption replaces the 
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l scattered and varying statements of required majorities present 

2 in the current law. I t a 1 so :n a k es i t c 1 e a r that 1 a r g er v o t i n g 

3 requirements will be valid if set forth in the articles. 

4 Subdivision 2 of this section requires that any class voting on 

5 a matter must approve the matter by at least the same percentage 

6 as req~ired for all shares voting on the matter. 

7 Section 70 establishes the quorum for meetings of 

8 shareholders as a majority, unless the articles or bylaws 

9 provide for a laryer or smaller number. 

10 Section 71 makes one change and adds three new principles 

11 to voting rights. It removes the referance to "closing the 

12 corporate books" prtor to snareholder meetings· which is an 

13 outmoded practice. It also permits the corporation to treat 

14 beneficial owners as record owners for certain purposes such as 

15 

16 

17 

13 

19 

20 

21 

22 

23 

24 

forwarding corporate information or voting. It makes it clear 

that shares owned by joint owners may be voted by any one of 

them, absent receipt by the corporation of written notice from 

one of the other joint owners denying authority of a joint owner 

to Note the shares. Lastly, it establishes the presumption that 

any shareholder who merely votes, votes all shares in the manner 

indicated. 

Most of the provisions of section 72 are new. Subdivision 

1 of this section adds legal representatives to the list of 

persons who may vote shares of a corporation held by an 

25 unrelated corporation. Subdivision 3 prohibits the voting of 

26 shares of the corporation held by the corporation (or a 

27 subsidiary) in a fiduciary capacity except in strict accordance 

28 with tha instructions of the beneficial owner. Subdivisions 4 

29 to 7 cl~rify the voting rights of various classes of 

30 fiduciaries, pledgees~ or representatives of non-corporate 

31 entities. 

32 Section 73 largely reflects current law with respect to 

33 proxies. The section p,1r1nits one joint owner of shares to si9n 

34 a proxy appointment, unless one of the joint owners either gives 

35 written notice to the corporation denyinq the authority of F 

36 joint ~wner to appoint a proxy, or signs a different proxy 

37 apo:..,intment. The section also relieves the corporation of 
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1 1 iabil ity for accepting votes cast by val id proxies. 

2 Section 74 covers voting trusts, and the only change with 

3 regard to them is a provision that permits voting by two or more 

4 trustees only if they all agree. 

5 Section 75 is new to the statutes, but simply val i dates 

6 shareholder votinJ agreements, which have been upheld by the 

7 courts. 

8 Section 76 is also totally new to Minnesota statutory 

9 corporation law. It permits the shareholders to agree 

10 unanimously to bind each other and the corporation upon any 

11 matter, even a matter that is traditionally reserved to the 

12 board of directors. 

13 Section 77 covers inspection of books and records. The 

14 main change here permits shareholders to examine and copy 

15 certain categories of corporate documents as a matter of 

16 absolute right, without any showing of proper purpose. Other 

17 records may ba available upon a showing of a "proper purpose," 

18 which is defined with the Delaware case law in mind. 

19 Section 78 essentially reflects current law on financial 

20 statements except that instead of furnishing the statements on 

21 request, the corporation is required to send those statements to 

22 every shareholder, every year. 

23 Section 79 is new in format, and replaces sections in 

24 current law applicable to ~innesota business corporations which 

25 permit various forms of equitable relief. The new wording 

26 leaves the choice of relief to the court. 

27 Sections 80 and 81 - Dissenters' Rights and Appraisal 

28 These sections provide entirely new procedures for 

29 asserting dissenters• r1ghts by shareholders. The events upon 

30 which dissenters• rights accrue have been greatly expanded from 

31 present law to include as a basis for di~sent almost every 

32 fundamental change, as well as c2rtain amendments to the 

33 articles. Tne ao~raisal jJroced,ire requir~s shareholders to 

34 submit notice of intent to de~and payment, to refrain fr0m 

35 votinJ for the proposal, to d~mdnd payment and, if they feel the 

36 amount paid to be insufficient, to demand supplemental payment. 

37 The appraisal section is much more detailed in its procedures 
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1 than current law which is vague at best. 

2 Sections 82 and 83 - Loans and Obligations 

3 Sections n2 and 83 establish procedures for authorizing 

4 loans and advances to persons for both corporate and 

5 non-corporate purposes, and for authorizing guarantees for loans 

6 to other ·persons. 

7 Section 84 - Indemnification 

8 Section 84 covers indemnification. While the current law 

9 is based on the old Model Act provision, this section is 

10 relatively new. Subject to any prohibition or limitation in the 

11 articles or bylaws, it mandates indemnification of and advances 

12 of expenses to corporate directors, officers, employees, and 

13 agents who meet a specific standard of conduct, but prohibits 

14 indemnification under any other clrcumstances. Advances of 

15 expenses will not be required for, but will be available to, 

16 persons who are witnesses in a proceeding, but have not been 

17 made or threatened to be made parties to it. This section 

18 expends the use of insurance and requires disclosure to 

19 shareholders when indemnification is granted, or advances are 

20 made, in derivative actions. 

21 Sections 85 to aa - Distributions 

22 Most of the philosophy of current law with respect to 

23 dividends and when dividends will be permitted is discarded by 

24 the proposed act. The old test depended upon the existence of a 

25 "surplus" of availaole assets overt.he sum of par value, stated 

26 value, and liabilities. The new standard requires only that the 

27 corporation be able to pay its debts in the ordinary course of 

28 business immediately after the distribution. The determination 

29 of whether it will be able to pay its debts in the ordinary 

30 course of business is left to the discretion of the board, with 

31 absolute liability in the board under saction 88 if the 

32 corporation is unable to pay its debts in the ordinary course of 

33 business and if the directors authorized the distributions 

34 without conforming to the standard of conduct prescribed in 

35 section 44• Similar r~strictions are·placed on the ability of 

36 the corporation to reacquire its own shares by section 66 which 

37 also abolishes "treasury shares". Shareholders are absolutely 
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l liable for amounts received in violation of the standard for 

2 payment of distributions, but only to the extent that the amount 

3 they actually received exceeded the amount they would have been 

4 entitled to receive if the standard set forth in section 85 had 

5 been met. 

6 Sections 89 to 97 - Fundamental Changes 

7 The existing procedures relating fundament31 changes have 

a been rewritten so that they are easier to read; moreover, one 

9 procedure has been eliminated while a new one has been 

10 introduced. Section 89 generally authorizes mergers, exchanges 

11 of shares, and sales of assets. Consolidation, a little-used 

12 method of fundamental change, has been eliminated, while an 

13 exchange of shares, a newer concept that maintains the existence 

14 of the two corporate entitias throughout the transaction has 

15 been added. 

16 The vote required by section 91 to approve a merger or 

17 exchange is a majority of all voting shares, as opposed to the 

18 two-thirds vote required by current law. The section also 

19 permits the surviving corporation to forego a vote of its own 

20 shareh~lders if the merger or exchange will result in minimal or 

21 no dilution of shareholder voting p~wer. 

22 Short form mergers are permitted under section 93. Instead 

23 of the 100 percent ownership required by current law, this 

24 section permits short-form ~ergars if 90 percent or more of the 

25 shares of the subsidiary are owned by the parent. However, 

26 minority shareholders must be notified of the merger. 

27 Section 94 authorizes the abandonment of a plan adopting a 

28 fundamental change and is without equivalent in the curr9nt law. 

29 The earliest effective date of a marger is changed by 

30 section 95 to the date on which the articles of merger are 

31 filed, rather than the-date on which a certificate of merger is 

32 issued 3S provided in present law. The opportunity to specify a 

33 later effective d<lte is preserved. 

34 s~ction 97 reflects current law with respect to sales of 

35 ass8ts except that subdivisions 3 and 4 are new. They permit 

36 the cur8 of defects in the transfer of assets and the 

37 restriction of successor 1 iability to liabilities imposed by the 
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l agreement of transfer by other state statutes, such as Article 6 

2 of the u.c.c. 

3 Sections 98 to 119 - Oissolution 

4 These sections authorize three methods of dissolution, all 

5 of which are currently authorized by sections 301.01 to 301.67: 

6 voluntary dissolution, supervised voluntary dissolution, and 

7 involuntary dissolution ■ There are two sets of procedures, one 

8 for voluntary dissolution and another for supervised voluntary 

9 and involuntary dissolution. The procedures differ from the 

10 current law for each method. 

11 Section 98 generally authorizes these three methods of 

12 dissolution and merely rephrases current law. However, there is 

13 an additional clause generally authorizing voluntary dissolution 

14 by the incorporators of a corporation. Under current law, in 

15 order to dissolve, one must apparently issue shares and then 

16 have the shareholders approve the dissolution. Section 99 is 

17 totally new and further details the procedure to be used by 

18 incorporators. Compliance with the procedures set forth in the 

19 section will satisfy all requirements for dissolution by the 

20 incorporators. 

21 Sections 100 to 107 cover the procedure in voluntary 

22 dissolution by tha shareholders. Much ~f the procedure is new ■ 

23 Section 100 reflects current law for shareholder-approvea 

24 dissolutions, except that the raquired shareholder approval has 

25 been reduced from at least two-thirds of the voting shares to a 

26 majority of the voting shares. 

27 Section 101 introduces a new procedure. After the 

28 dissolution is approved by the shareholders, the corporation 

29 must file a notice of intent to dissolve with the secretary of 

30 state. At the time of that filing, the corporation may start 

31 winding up its affairs. rlowever, corporate existence continues, 

32 and unlike current law, the authority of directors and officers 

33 continues. 

34 Section 102 reflects current law with respect to the 

35 col 1 ecti on of assets and payment of debts,_ but the duty of 

36 executing the requirements of the section is left with the 

37 dirgctors ana officers. rrustees in voluntary dissolution have 

30 
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l been eliminated. 

2 Under section 103, the corporation may give creditors 

3 notice that it intends to dissolve. The corporation may also 

4 give notice to the public by a ~ublished notice. This notice is 

5 required so that creditors may file claims for debts owed them 

6 by the corporation. This is a new concept in Minnesota law. If 

7 notice is given under this section, ~he corporation will be able 

8 to wind its affairs up with more certainty that clai~s will be 

9 barrea by section 117. 

10 If the corporation does give notice, section 104, also 

11 totally new, requires creditors to file claims within a fixed 

12 period □ f time~ Claims not filed during that time are barred by 

13 section 117. The virtue of this procedure is that it provides a 

14 relatively clear picture of the corporation's liabilities and 

15 can be used to wind up the affairs of the corporation as quickly 

16 as possible. 

17 Sec~ion 105 permits the shareholders of a corporation to 

18 revoke a dissolution in the same manner in which they approved 

19 the dissolution. 

20 Section 106, governing the articles of dissolution, is 

21 consistent ~ith section 301.56, but it is more detailed. It 

22 also sets new conditions that must be met in order for the 

23 corporation to file the articles of dissolution. 

24 Section 107 merely clarifies which persons have a right ·to 

25 convert voluntary dissolution proceedings into a supervised 

26 voluntary dissolution. 

27 Involuntary dissolution is governed by sections 108 to 115. 

28 Section 108 sets forth the grounds for involuntary dissolution 

29 or alternative equitable relief. Although the grounds are 

30 similar to those required by current law, there are 

31 differenc8s. Director deadlock is added as a ground; it need 

32 

33 

34 

35 

36 

37 

not be accompanied by a situation where the corp~ration is 

earning r.o ~refit. (This matter is also addressej in 

subdivision 2 ■) Fraudulent or illegal acts continue to be a 

ground, but dissolution should be granted more frequently to 

minor shareholders who have been treated inequitably by 

man3gement. Subdivision 2 is intended to encourage the courts 

31 
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l to 3 rant dissolution more frequently by eliminating the 

2 financial condition of the corporation as a factor relevant to 

3 that decision. Under this section, the court may award 

4 attorneys' fees, both to reimburse expenses and to deter 

5 harassment. 

6 Sections 109 and 110 list the powers, duties, and 

7 qualifications of receivers. Most of the details are consistent 

8 with current law. However, title to the assets does not rest in 

9 the receiver. 

10 Sections 111 to 115 detail the proceedings in involuntary 

11 dissolution and are consistent with current law, except that 

12 dissolution takes place wnen the decree of dissolution is 

13 entered, not when it is filed with the Secretary of State. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

Section 116 is new. It requires deposit with the State 

Treasurer of funds otherwise distributable to a shareholder 

where the shareholder cannot be found. 

Section 117 bars claims not filed with the corporation in 

accordance with the new act. This promotes certainty and 

clarity in defining the end of exposure to liability. There is 

a limited exception for after-arising liabilities or situations 

where the claimant estaolishes good cause for a tardy filing. 

Sections 118 and 119 authorize certain acts of 

representation or transfer aven after the corporation no longer 

exist's. 

Sections 128 and 121 - Extension of Period of Duration 

These sections merely permit corporations with limited 

periods of dur3tion provided for in the articles to extend their 

own existence. 

Section 122 - Annual Report 

This new section requires each Minnesota corporation to 

fill out and return to the Secratary of State a simple form 

supplied and distributed by the Secretary of State. The report 

will serve as a continuing active status report. 

Sections 123 to 125 - ActiJns Against Corporations 

Section 123 is consistent with current law on service as 

36 well as the Rules of Civil Procedure. Section 124 is currently 

37 applicable to business corporations. 

32 
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2 

3 

Need for Continuing Review 

4 New ideas for inclusion in business corporation laws have 

5 developed rapidly, especially in states that are working 

6 aggresively to improve their attractiveness as places of 

7 incor~oration, and this process will continue in Minnesota and 

8 elsewhere. Therefore, whila we believe that enactment of the 

9 accompanying proposed new ~innesota Business Corporation Act 

10 will place Minnesota ahead of all other jurisdictions, we also 

11 believe that this new status can be maintained only if our 

12 business corporation act continues to receive regular, 

13 analytical review, on the basis of changing needs and practices 

14 and new ideas generated in Minnesota and elsewhere to 

15 accommodate those changes. 

16 

17 December 22, 1980 
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Respectfully submitted, 

ADVISORY TASK FORCE ON 
MINNESOTA CORPORATION LAW 

BY•••••••••••••••••••••••• 
Johns. Hibbs, Chairman 
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A bill for an act 

relating to corporations; modernizing and improving 
pro¥isions governing business corporations; 
appropriating money; amending Minnesota Statutes 1980• 
Sections 53.0J; 303.os. Subdivision li 308~341; 
319A.03; 319A.05t 319A.12. Subdivisions la and 2; 
319A.20; and 367.42. Subdivision Ii proposing new law 
coded in Minnesota Statutes. Chapter 302A; repealing 
Minnesota Statutes 19'&0 • .Sections 301.0"1 to 301.67. 

~E IT ENACTED BY THE LE~I~LATURE OF lttE STATE Of MINNESOTA: 

Section 1. l302A.Olll (DEFINITIONS.I 

Subdivision 1. (SCOPF.I For the purposes of sections J. to 

125, unless the language or conte~t ctearty indicates that~ ------------------------------------15 different neanfng is intended, the wo~ds, terms. and phrases 

16 defined in this section have the meanings given them. -----------17 Subd. z. [ACQUIRING CO~PORATION.J •Acquiring corporation• 

18 means the domestic or forergn corporation that acquires the 

19 shares of a corporation in an exchange. --------------------------20 Subd. 3. [ADDRESS.l "Address,. means filail ing address .. In 

21 the case of a registered office o~ principat executive office, 

22 the term fleans the office address, which shall not be a post ---~---------------------------------23 office box .. 

24 Subd. 4. (ARTlCLES.l •Articles• means~ in the case of a ---~----------25 corporation incorpcrated under or governed by sections 1 to 125, ---------------------------------------------26 articles of incorporation, articles of amendment. a resolution 

---------------21 of election to become gove~ned by sections 1 to 125, a statement 

-----------------ze of change of registered office or regtstered agent. a statement --------------------------------------
1 
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1 estabfishi~g or fixing the rights and Preferences of a class or 

--------------------------------2 series of shares. a statement of cancel lat ion of authorized 

--------------------------------
3 shares, articles of merger, articles of abandonment, and -------------------------4 articles of dissolution. In the case of a foreign corporation, --------------5 the term includes alJ documents serving a similar function ------------6 required to be filed with the secretary of state or other 

---------------- -----------7 officer of the corporation's state of inco rpor-at ion-

8 Subd. s. lB0AR0.J •Board• means the board of directors of ---~~-~------------------
9 a corporation. 

JO Subd. 6. [CLASS.I •Class~, when used with reference to 

·11 sha~es, means a category of shares that differs in designation -----------------12 or one or nore right.s or preferences from another category of ----·-------------------13 shares of the cor-porati.on. 
-------

14 Subd. 7. [CONSTITUENT CORPORATION •. J .. Co.nstituent 

15 corporation" means a. domestic or f oretgn cor-porat ion that is a --------------------16 party to a merger or exchange. --------------~------17 Subd. a. [CORPORATION.] "Corporation• means a corporation. 

18 other than a for-efgn corporation,. organized for profit and ----·--------------------19 incorporated unde~ or governed by sections l to 125. 
---------

20 Subd .. 9. lDlRECTOR.l •Director• means a member of the 
-----~-------------~-------21 board. 

22 Subd. 10. [OlSTRIBUTlON.J •Distribution• means a direct or 

23 indirect transfer of money or other p~operty, other than its own ------------------------24 shares. with or witheut consfderatian, or an incurrence of -----------------------25 indebtedness, by a corporation to or for the benefit of any of 

--------------- - ----------------------26 its shareholders in respect of its shares •. A distribution m~y 

27 be in the form of a dividend or a distribution tn· tiquidation. ----------28 or as consider·ation for the purchase, redeml)tion,, or other 

29 acquisition of its shares, or otherwise • 
• ; --~----------------------

30 Subd. 11. [FILED WITH Thf SECRETARY OF· STATE.I •Fifed with 

31 the secretary of state• means that ~n original of a document 

32 meeting the applicable requirements oi sections 1 to 125, --------~~-----------
33 signed, acknowledged in the manner ptovlded in ttinnesota -----------------34 Statutes, Sections 358.32 to 358.~0, and accompanied by a filing 

----·-----------------------35 fee of 110, has been deflvered to the secretar~ of state of this -----------------------------------------36 shte. The secretary Ctf state shaJJ endorse on the or:-iginal the ---------· ------- ---------------------37 word "filed• and the month, day, year, and time of filing, 
---------------------------

2 
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1 record the documcnt in the office of the secretary of stater and 

------------------------£ return the docu~ent to the ~erson who delivered it fo~ filing. ---------3 Subd. 12. [FOREIGN CORPORATIO~.l •fo,eign corporation• 

4 means a corporation organized for profit that is incorporated 

5 under laws other than the la~s of this state for a purpose or ------------------
6 purposes for which a corporation may be incorpo£ated under ----------------7 sections 1 to 125. 

6 Subd. 13. [GOOD FATTH.I •Good hith• means honesty in fact 

9 in the conduct of the act or transaction concerned. -----------------------
10 Subd. 14. (INTE:NTlONALLY.J •Intentionally- means that the --------------11 person referred to either has a purpose to do or fail to do the 

---------
12 act or cause th& result specified or believes that the act or 

13 failure to act, if successful. wit I cause that result. A person 
-------------------------------

14 •intentionally• violates a statute if the person inten~ionallY --------------------------·--------15 does the act or causes the resutt pronibited by the statute, or ----------------
lb if the person intentionally fails to do the act or cause the 

----------------------------17 result required by the statute, ev~n though the person may not -------------------------------------------( 18 know of the existen~& o, constitutfonatEty of the statute or the 

-------------~------------------19 scope or meaning of the terms used in the statute. 
------------

20 Subd. 15. [KNOWi KNOWLEDGE.I A ~erson •kno~s•. or has --------------21 •knowledge• of a fact when the person has actual knowtedge of _____________ _,.._ ________ _ 

22 it. A person does not •know" or have •knowledge• of a fact -----------------------------·----- ----23 nerely because the per~on has reason to know of the fact. ----------------------------------24 Subd. 16. lLEGlL RfPRESENTATIVE-1 •Legal representative• 

25 means a person empowered to act for another person. inctud ing. 

26_ but not limited to, an agent. officer, partne~. or associate of, 

------------ ---------
27 an organizationi a trustee of a trust; a personal" 

28 representativei an executo~ of a wirr; an administrator of an 

29 estate; a- trustee in bankruptcYi and a receiver, guardian, -----------------------
30 custodian, or conservator of the person or estate of a person. ----------------31 Subd. 17~ (N□ TICE.J •Notice• is given to a person when 

-----------
32 mailed to the person at an address designated by the person or 

33 at the last known address of the person, or when comm.unicated to --------------------------- ----------~-----
34 the person orallYt or when handed to the person, or when J,eft at 

I 
) ------------------35 the office of the person with a clerk or other person in charge ----------------------------- . _,_.._ __ _,,,_, _ _,..._ _____ _ 

36 of the off ice, or if there is no one in charqe" when left in a ----------------------------37 cons?icuous place in the office, or if the office is closed o~ 

--------------------------------------
3 
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l the person to be notified has no office, when left at the ------------------------2 dwelling house or usuar place of abode of the person with some 
-------- -----·--------------------3 person of suitable age and discretion then residing therein. ------------------------4 ~otice is given to a corporation when mailed or delivered to it 

5 a t i ts reg i st ere d of f i c e . Not i c e by m a i l is g iv en w hen -----~-------------6 deposited in the United St~tes mail with sufficient postage 
-----------------------------·-------------1 affixed. 

8 Subd. 15. (OFFICER.I •Officer• ~eans a person elected, 
---------

9 appointed, or otherwise designated as an office,· by the board. ---------10 and any other person deemed elected as an officer pursuant to 

·11 section 50. 

12 Subd. 19. (ORG4NJZAT[ON.J •organization• means a domestic -------------------13 or foreign corporation, partnership, limited partnership, joint 

14 venture, association. business trust. estate, trust, enterprise, 
--------- ----------15 and any other legal or commercial entity. 

16 Subd. 20. cmJTSU:-IDING SHA.RES.l •outstanding shares• means 

17 al f shares duly issued and not reacquired by a cor.poratio.n. -------------------18 Subd. 21. [PARENT.I "Parent• of a corporation means a 
---------

19 corporation that direct IY, or indi rectry through related 

--------------------------------------20 corporations. own~ more than 50 percent of the voting shares of ----·----------------------21 trre corporation. 

22 Subd. 22. [PERSON.I "Person• includes a natural person and 

23 an organization. 

24 Subd. 23. [PRINCIPAL EXECUTIVE OFFICE.I •Principal 

25 executive office• means an office where the elected or appointed ________________________________________________ _,_,,_-

26 chief executive officer of a corporation has an office. lf the 
------------------

27 corporation has no erected or appointed chief exec.utive officerw -~-----------------------
28 •principal executive offlce• means the registered office of the 

29 corporation. 

30 Subd .. 24. litE~ISTERED OFFICE.I •Registered office• means 

31 the place in this state designated in the articles of a 
---------·-----------------------~-------

32 ccrporatlon as the regtstered office of the corporation. 

---------------------33 Subd~ 25. (RELATED CORPORATION.I •Refated corporation• 
------------

34 ~e3ns a parent or subsidiari of a corporation or another -------------------------35 subsidiary of a parent of the corporation. 
---------

36 Sutd. 26. fSECURITY.J "Security• has the meaning given tt 
-----------------37 in Minnesota Statutes, Section 8011..14, Paragraph lqJ. 

--------~---------~-------------
4 
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l Subd. 27. (SfRIES.J nseries• means a categorY of shares, 

2 ~ithin a cla~s of shares authcrized 01 issued by a corporation ---------------------------------3 by or pursuant to its articles, that have ~ome of the same 
-----------------·------

4 rights and preferences a~ other shares within the same class. 
--------------------5 but that differ fn designation or one or more rights and -----·-----------------------6 preferences from another category of shares within that class. -----------------------7 Suhd. 26. [SHARE.I "Share• means one of the units, however 

6 designated, into which the shareholders' proprietary interests 
--------

9 in a corporation are divided. --------------------10 Subd. 29. [SHARc-HOLDER.l "Shareholder .. means a person ________ ..,_.._,_.___,~-----

11 registered on the books or rec-ords of a corporation or its 

12 transfer agent or registrar as the owner of one or more shares --------------------------13 of t!ie corporation. 

14 Subd. 30. (SIGTffD.J (aJ "Signed• means that the signature 
------------- --------

15 of a person has been ~ritten on a document, as provided in 
-------------------- ---------------------16 Minnesota Statutes. Section 645.4~, Subdivision 14, and, with 
------------------------------

17 respect to a document required by sections 1 to 125 to be filed ------------ --------------------18 with the secretary of state,. means that the document has been ------------------------------19 signed bY a person authorized to do so by sections l to 125, the ------------------------ --------
20 articles or bYlaws, or a resolution appro'led by the affirmative· --------------21 vote of a majority of the directors or the holders of a majority 

-------------------------
22 of the votinq shares present. 

----------~-----------
23 Cb) A signature on a document not required by sections 1 to 

24 125 to be filed with the secretary of state may be a facsimile ------------------ -----------------~--------25 affixed, engraved, printed, placed 1r stamped with indelible ink. 
------------. ----- ---------~----------------26 or in any other manner reproduced on the document. 

-------------------------
27 Subd. 31 .. [SUBSIDIARY .. l "Subsidiary• of a specified 

---------
26 corporation means a corporation having more than 50 percent of 

-------------------------29 its voting shares owned directly, or indirectly through related ----------------------- -----------------
30 corporations, by the specified corporation. ------------------31 Subd. 32. [SURVIVING CORPORATION.I "Surviving corporation• 

32 means the domestic or foreign corporation resulting from a 
---------------------~-----------------------

33 merger. 

34 Subd. 33. [TR~NSACTION STATEMfNT.l •Transaction statement• 

35 means an "initial transaction statement" as defined in Minnesota 

36 Statutee, Section 336.S-40e(41. 

------------37 .Subd. 34. (VOTE.I •Vote• includes authorfzation by written --------------~--~----------
5 
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l action. 

2 Subd. 35. lVOTIN, 5HARE5.J •voting shares• means 

3 outstanding shares entitled to vote. 
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Subd. 36. (WRITTEU ACTfON.J •kritten action• means a 

written document signed by all of the persons required to take ----------------------the action described~ The term also neans the counterparts of~ 
--------------written document signed by any of the persons taking the action -----------------------------~-------described. Each counterpart constitutes the action of the 

-------------------------------persons signing it. 3nd alt the counterparts. taken together. -------------constitute one written action by all of the persons signing them. 
------------ -------------APPLJCAT ION 

Sec. z. [302A~0211 [lPFLJCATIOM AND ElfCTIDN.J 

Subdivision 1. I ELECTION BY CHAPTfR 300 CORPORATIONS.I A 

corporation incorporated under Minnesota Statutes. Chapter 300 ---------------------~-----~--for 3 purpose ot purposes for which a corporation may be 
--------------in~orporat~d under sections 1 to 125 ~ay elect to b~coroe 

-----------------------govern9d by sections 1 to 125. 

Subd. 2 .. {ELECTION BY BUSINESS AND PROFESSIONU 

CORPORATIONS.I A corporation incorporated under Minnesota 

--------------------...---------Statutes. Sections 301.01 to 301.67 may elect. on or· after July 
---------------------------·------------- - --
1, 1981 and before January 1. 1983 • -to become governed by 

-------------- ----~-------sections 1 to 125. A. corporation incorporated under Minnesota ------------------------------------------Hatutes. Sections 301.01 to 301.&7 and 319A ... Ol to 319A.2.2 ir,ay ------------------------elect, on,~ after July 1, 1981 and before January 1, 1~83• to -------------beco~e govern&d by seeti~ns l to 125 and Minnesota Statutes, 

-------------------------------------
Sections 319A .. Ol to 3lCJA .. 22 . .-

Subd. 3. [CONFORMING AflTJCLES OF HECTING CORPORATIONS.I 

If the articl•s of an electing corporation include a provision 
---------

~rohibited by s~ctions 1 to 125 01 omit a prov~ion required by 
·------------ ------------·sections l to 125 or- are otherwise inconsistent with sections 1 ------------
to 125, the electing corporation shall amend its artrc1es to 
-------------------~------conform to the requirements of sections 1 to 125. The ---------------------appropriate provjsions of the corporation•s articles nr byfaws 

--------------------------·------------------or the law by which it was governed before the effective date of __________ ,... ___________ ~-~---------. ---------- -- ·--,_,.._. 

the election made pursuant to this section contror the manner of 
------------------------------------ -------------- -- -
adoption of the amendment. 

5uod ... 4. [METHOD OF ELHTIC!':.l ~n election to become 

------ ---------------
Q 
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1 governed by sections 1 to 125 shat t be made by resolution 

2 approved by the affirmative vote of the holders of a majority, ---------------------------------------
3 or a larger proportion or number required by the articles, of 

-----------------------------4 the shares represent.ed and voting at a duly held meeting of the ------------------------------5 corporation. The resolution, and articles of amendment if ------------------- ----
b required, shall be filed with the secretary of state and Is 

7 eff~~tlve upon filing. 

S Subd. 5. (EFFECT OF ELECTION UPON BYLAWS.I Upon filing an 

9 election pursuant to subdivision 4, al I provisions of the b~laws -------------------------10 that are consistent with sections l to 125 remain or become ------------· 11 effective and al I provisions of the btlaws th~t are inconsistent ------------------------------------------12 with sections 1 to 125 cease to be effective. 
---------- -----------------

13 Subd. 6. {CHOICE OF INCORPORATION UfHIL JANUARY 1, 1983 .. l 

14 From July 1, 1981 to Dec~ir,ber 31. 1982, inclusive, a corporation ----------------------------15 incorporated for a purpose or pu~poses to~ which a corporation -----------------16 m~y be incorporated under sections 1 to 125 may be incorporated 

-------------- ----------------------17 either under sections 1 to 125 or under Minnesota Statutes. ------------------ ----------------------18 Sections 301.01 to 301.67, or, if appticable, ~innesota 
---------~----~-~--------19 Shtutes, .Sec.tions 301.0l to ~01.&7 and 319A.Ol to 319A.22. 

--------------------------20 Subd. 7. [NON-ELECTING BUSINESS CORPORATlOMS SUBJECT TO 

21 LlW AS OF JANUARY 1, 1983.J A corporation in existence on --------------22 January l, 1~83 and incorporated for a purpose or purposes for ------------23 which a corpo~ation may be incorporated under sections 1 to 125 
---------

24 or~ if applicable, sections l to 125 and Minnesota Statutes. ------------- -------------------------25 Chapter 3l~A. other than a corporation incorporated under 

26 Minnesota Statutes, Chapter 300, that has not elected before -----------------------------~----
27 January 1, 1983 to become subject to sections 1 to 125, becomes 

----------------------28 governed by sections 1 to 125 o~. if appticable, sections 1 to 

------------------------------29 125 and Minnesota St~tutes, Ch~pter 319A, on Janu3ry 1, 1983 as 
-----------------------------30 furty as though the corporation had been incorporated under ----------------~----31 sections l to 125 or, if applicable, sections 1 to 125 and ------~--~--------

32 l"innesota St2tutes, Chapter 319A. All provisions of the 
-------------------- --------~----~-----

33 articles and bylaws of the corporation that may be included in -------------------___ ..,__ 

34 tne articles or bylaws under sections 1 to 125 ~emain in 

35 effect. Al I provisions of the articles and bylaws of the --------------- -------------------
36 corporation that are inconsistent with sections l to 125 cease 

37 tc 0e- effective on J3nuar:t 1, 1963. lny p r-ovlsions required by 

------------------------------------ -----------
1 
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1 sections I to 125 to be contained in the articles that do not -----------------------------------------2 appear in the articles are read into them as a matter of law. 

-----------------------------------------------~---3 Subd. 6. [JNC □ RPORATION AFTER J~NUARY 1, 1983.J Effective 

4 January 1, 1963, a corporation inco~porated for a purpose or 

5 purposes for which a corporation may be incorporated under --------------------------6 sections 1 to 125 shall be incorporated only unde~ sections 1 to 
-------------------=---- --------------7 125. 

8 Subd. 9. [LAWS NOT TO APPLY.I Minnesota Statutes. Sections ----------------
10 300.bB, and Chapters 301 and 316 do not apply to a corporation 

---------11 incorporated under or governed by sections l to 125. ---~----------------------~--
l 2 Sec. 3. [ 302A .o:n l l TRANS I Tl ON .1 

13 The continuation or completion of any act by a corporation 

--------------- -------------14 that has not incorporated under, but ha:: become governed by, 

-------------~------------------15 sections 1 to 125, and the continuation or performance of any 
------~--------------------.-- -----------------16 executed or wholly or part ia I fy executory contract. conveyance, 

-------------------------
17 or transfer to or by the corporation, shall, if otherwise rawful 

-------------------------------------------------1a before the coc-por-ation became governed by sections 1 to 125, 

---------....-------------------------.~---------
19 re~ain valid. and fflaY be continued, completed, consummated, 

----------------------------------------20 enforced, or terminekted as required or- permitted b-Y a statute --------~----
21 applicable prior to the date on which the corporation became -----------------------------22 governed by sections I to 125. --------------------23 Sec. 4. (302A.04lJ [RESERVATION OF RIGHT.I 

24 The state reserves the right to amend or repeal the --------------- -----~----
25 rrovisions of sectfons I to 125. A corporation incorporated 

26 under or governed by sections 1 to 125 is subject to this _________________________________ _.... ______ ____ 

27 reserved right. 

28 INCO~PORATION; ARIICLES 

29 Sec. 5. [3~2A.101l (PURPOSES.t 

30 A corporation may be incorporated under sections I to 125 

31 - for any business purpose or- purposes. unless some other statute 
------------ -------------

32 of this state requires incnrporation for any of thnse purposes ------------~-----~---~--- ----------------
33 under· a different law. Unless otherwise provided in its 

-· 34 • ~rticles, a corporation has general business purposes. 
--------------------- •• ------------------

3 5 • Sec. 6 • . ( 3 0 2A • IO 5 l [ INCO RP OR A TORS • J 

36 One or more naturaJ persons of ful I age may act as 
------------------------------...----------

37 incorporators of a corporation by fifing with the secretary of 
---~------- -----------------------------

P. 
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1 sh te arti c I es of incorpor-at ion for the co r·por at ton. ------------------------------
2 .Sec. 7. (302A.1111 I.ARTICLES.I 

3 Subdivision 1. (REQUIRED PROVISIONS.I The articles of 

4 incorporation shall contain: ------------------
5 (a) The name of the corporation; 

--------------------------
6 (bl The add~ess of the registered office of the corporation 

-----------------·-----
7 and the na~e of its registered agent, if any, at that address; 

-----------------------------8 Cc) The aggregate number of shares that the corporation nas 

9 authority to issue1 and 

10 (dl The name and address of each incorpor-ator. 

·11 Subd. 2. (STATUTORY PROVISIONS THAT MAY BE ~ODIFJED ONLY 

12 IK ARTICLES.I The following provisions gove~n a corporation 

13 unless modified in the articles: 

------------14 (a) A corporation has general business purposes (section 5J; 

15 (b) A corporation has perpetuaf existence and certain 

-----------------------16 powers tsecti.on 21J; 

17 (cJ The power to adopt, amend. or repeal the bylaws i~ 

18 vested fn the board (section 25J; __ _.. ________ _ 

19 (dl A corporation ~ust allow cumulative voting for 
--------------------------------20 di rectors (section 33); 

21 (e) The affirmative vote of a majority of directors present 

22 is required for an action of the board (section 40); ------------------23 (f) A written action by the board taken without a ~eeting 

--------------24 must be signed by arr directors (section 411; 
----------------------------25 (g) The board may authorize the issuance of securities and -------------------2b rights to purchase securities (section 55, subdivision lJ; -----------------------------------------

27 (h) All shares are common voting shares of o~e class and 

28 one series (~ectton 55, subdivision 2,. clauses la) and {h)Ji 
-------------- --------------

29 ( i) Al I shares have equa I rights and preferences in arr -----------------------·----
30 matters not otherwise provided for by the boa~d Csection 55, 

-----------------------------~-------------31 subdivision 2, clause lbJ J; 

32 (j) The par value of sharps is fixed at one cent per share 
-------------------------- ---------------33 for certain purposes and may be fixed by the board for certain ------------34 other purposes (section 55, subdivision 2, clause (cl); ---------------------------------------

35 (k) The board or the shareholders may issue shares for any 

36 consideration or for no consideration to effactuate share 
----------------------------------------------37 dividends or splits, and d~termine the value of nonmnnetary ---------------------~----

9 
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con~ideration (section 57, subdivision lli 

--------------------------~--------(I) Shares of a class or series nust not be ;ssued to 
------------------------

holders of sha~es of another class or series to effectuate share 

----------------------------------------dividends or splits, unless authorized by a majority of the 

voting shares of the same class or series as the shares to be ---------------------issued (section 57, subdivtsion 1); 

(mJ A corporation may issue ~ights to pu~chase securities -----------------~---whose terms, provisions, and conditions are fixed by the board 

------------(section 58); 

(nJ A sharehofder has certain p~eemptive rights. unless 

otherwise provided by the board fsection 59J; _______ ..,. __ _ 

Co) The affirmative vote of the holders of a majority of -------------the voting shar~s represented and voting at a dufy held meeting 
----·----------------------------------·------
is required for an action of the shareholders, except where 

---------------------------------~---~------section 1 to 125 requires the affirmative vote of a majority of ------------------- --------
al I voting shares (section 6e,, subdivision l); and 

-----------------------(p) Shares of a corporation acquired by the corporation may 

be reissued {section B6, subdivision JJ. 

Subd. 3. [STATUTORY PROVISIONS THAT MAY BE ~ODIFIED EITHER 

IN ARTICLES UR IN BYLAWS.I The fotrowing provisions govern a 

-------------corporation unless modified eitheF in the articles or in the 

-----~---------------------------------------!>yfaws: 

(aJ Directors serve for an indefinite te~m that expires at 

the next regular meeting of shareholders (section 29J; -------------------------------(b} The compensation of directors is fixed by the board ----------------------( sec t i on 31 ) ; 

(aJ A certain method must be used for removal of directo~s ----------------------
f section 3 5) ; 
---------

Cd) A certain method must be used for filling board 
---------------------------~-------------

vacancies (section 36); 

(e) Jf the board fails to select a place for a board 

---------------------------- ----------
meeting, it must be held at the princiP'.ili executbe office 
------------------. ------------- -----------
(section 37, subdivision 1}; 

--------------------
(f) ~ director may earl a board neeting, and the notice of 

the ~eeting need not state the pu~pose of the meetinq (section 

-----------------37, subdivision 3); 

(g) A majority of the board is a quorum for a board meeting 

---------------------------- ---------------
10 
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1 (section 39); 
---------

2 (h) A committee shall consist of one or more persons, who 
------------------------------

3 n e e d n o t b e d i recto r s , a pp o i n t e d b y a f f i rm at iv e v o t e o f a 

-------------------------------------------4 majority of the directors present (section 42, subdivision 2)i 
----------------------------- -----------5 Ci) A majority of a co~mittee is a quorum f~r a committee 

6 meeting, unless otherwise provided by a resolution of the board 

------------ --------------------------7 (section 42, subdivision 3J; 

--------------
8 lj) The board rnay establish a committee of disinterested 

9 persons (section 43}; 

10 lkJ The chief executive officer and chief financial officer ---------------·Jl have specified duties, untit the board determines otherwise 

12 (section 47); 

13 (IJ Off iceri may delegate some or atl of their duties and 
-------~----------- ---------------14 powers, if not prohibited by the board from doing so (sect ion ----------------

1.5 53 J; 

lb (m) The board may establish unce~tificated shares (section 
-----------------------17 60, subdivision 7); 

---------------
18 fn) Regular meetfngs of shareholders need not be held, 

-----------· ----- ------------19 unless denanded by a sha~ehord~r under certain conditions 

------------------------. 20 (section 65); 

21 (a) Not less than IO-days nor more than 60-days notice ts ------------- ------------22 required for a meeting of sharehofders (section b7., subdivision -------------------------- -----------------23 2); 

24 (pJ The number of shares required for a quorum at a 

25 shareholders meeting is a majority of the voting shares Csection 

26 70); 

27 (q) The boa~d may fix a date up to 50 days before the date ------------------------------------28 of a shareholders' meeting a.s the date for the deter-mi.nation of 
-----------

29 the nolders of voting shares entitfed to notice of a.nd to vote -------------------
30 at the meeting (section 71, subdivision IJ; 

--------------------- -----------31 Cr) fach share has one vote unless otherwise provided in 

----------------------------32 the terms of the share (section 71, subdivision 3); and --------~--------·-------
33 (s) Indemnification of certain persons is required (section ----·------------------------~~ 34 P,4Ji and 

35 CtJ The board may authorizer and the corporation may make. 
--------------------------------------------

36 distributions not prohibited, limited, or restricted by an 
----------------------------- -------------37 3gree~ent (section 85, subdivision 1). 

11 
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1 Subd. 4. (OPTIONAL PROVISIONS: SPECIFIC SUBJECTS.I The 

2 following provisions relating to the nanagement of the business ---------------~-
3 or the regulation of the affairs of a corporation may be ---------- ---------------- ---------
4 included either in the articles or, except for naming members of _____________________________________ D ___ _ 

5 thCJ first board or fixing a greater than majorfty director or 
--------- ------------------6 shareholder vote, in the bylaws: 

-----------------· -----
1 (a) The members of the first boa£d may be named in the 

-----------------------8 articles (section 26, subdivision lli 

9 lb) A manner for increasing or decreasing the number of --------------10 dir-ectors may be provfded (section 271; -------------· 11 Cc) Additional qua fif feat ions for directors may be in,r,osed 

12 (section 2BJ; 

----------13 (dJ Directors may be classified (section 32); 

14 (e) The day or date, ti~e. and place of board meetings may 

-------------------------~---15 be fixed (section 37, sub~ivision lJ; 

-------------------------16 (f) Absent director-s ma:,, be permttted to give written ----------------------17 consent or opposition to a proposal (section 38li -----------------------------
18 (g) A larger than majority vote nay be required for board 

19 a~tion (section 40); 

20 lh) Authority to sign and del Iver certain documents may be 
--------------

21 delegated to an officer or agent of tne co rpor:-at ion other than 

22 the chief executive officer (section ~7, subdivision 21; 

-------------------------------23 Ci) Additional officers may be designated (section 48); -------------------------24 (j) Additional powers~ rights. duties, and responsibilities 

------------------------ -----------------25 may be given to officers (seetion 49); 

-------------------26 (k) A method for fillfng vacant offices may be specified ---------
2 7 l sec ti on 5 2 , sub d iv i s ion 3 J; 

28 (I) A certain officer or agent may be authorized to sign 

29 ~nare certificates (section 60~ subdivision Zl; 

------------------------
30 (m) The transfer or regist~ation of transfer of securities 

-------------------------31 may be restricted (section 64}; --------~--------~-----
32 tnJ The day or date. time, and place of.regutar shareholder 

------... ----
33 meetings nay be fixed (section 65, subdivision 31; -----------------------------
34 (oJ Certain persons may be authorized to call special 

-------·--------------------
35 meetings of shareholders {section t:6., subdiv[sfon U; 

36 (p) .'lotices of shareholder meetings 111ay be required to 

---------------------------------------
37 contain certain information (section b1, subdivision 3J; 

12 
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I (qJ A larger than majority vote aay be required for -------------------
2 sh3reholder action (section 68); -------------------
3 (rJ Voting rights may be 9~anted in or pursuant to the --------------4 articles to persons ~ho are not shareholders (se&tion 71, 

----·---------------------5 su~division 4); 

b (s) Corporate actions giving rise to dissenter rights may 

--------------------------1 be designated (section ao, subdivision 1, clause Ce>J; and ---------------------------------------8 Ct) The rights and priorities of persons to receive 
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37 

-----~------------------------distributions may be established fsection 851-

Subd. 5. lOPTIOHAL PROV1S1ON5: GENE:RALLY •. I The art-ic les 

may contain other provisions not inconsi~tent with law relating 

---------------------~----------to the management of the business or the regulation of the ------~-----------------------affairs of the corporation. 

Subd. b .. It is not necessary to set forth in the 1-rticles 

any of the corporate powers granted by se.ctions 1 to 125. 

---------------------------------------Sec. B~ (3021.1151 (CORPORATE NAM~.) 

Subdivision 1. [REQUIREMENTS; PROHIEITr□ NS.} Th& corporate 

nai,e: 

( a } S ha t I b e i n the E ng f i sh l an g u a g e o r i n any o t he r 

language expressed in English letters or characters; 
-------------

( b) Shall contain the word "c.orporation•, •·incorporated•., 
-----------------------------------

or ~limited•~ or shall contain an abbreviation of one o~ mo,e of 
--------------------------·--·---------------------
these words, or the word •company• or the abbreviation •co.M if 

------------------------------~ th1t word or abbreviation is not immediately preceded by the 
-------.---------------
kO rd "and• or the charact~r •t•. This provision does not affect 
-----------------the right of a domestic corporation eKisting on January 1. 19S3 

----------------------------------------or a foreign corp.oration authorized to do business in this state -----------------------------------------on that date to continue the use of its name; 

tel Shall not contain a wo,d or phrase that indi~ates or 

i!!pl ies that it is incorporated for a purpose other than one or 
--------

more business purposes for which a corporation maw be 
------------------ .----~..----------- • ----
incorporated under sections 1 to 125i -------------------------(d) Sha I I not be the same as. or deceptively similar to, -------~-----------------------------t~e name of a domestic corporation or a foraign corporation 

------------------- ------------3utnoriz~d to do business in this state, or a name the exclusive 
--------

right to which is, at the time. reserved in the manner provided 

------------------------------------~---------~---in section 9 or in Minnesota Statutes, Sections 333.001 to 

13 
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l 333.52, unless there is fifed with the articles one of the 

---------------------------2 following: 

3 (lJ The written consent of the domestic coFporation or 

--------------------------------------4 foreign corporation authorized to do business in this state 

----------------5 having the same or a deceptivety similar name or the holder of a 

6 reserved name to use the same or deceptively simila~ name; 

7 (2) A certified copy of a final decree of a court in this ----------------------8 state establishing the prior right of the applicant to the u~e ------------------~--------------------
9 of the name in this state; or 

IO (3) The app I icant 1 s affidavit that the corporation with the --------------------------11 sane or deceptively similar name has been incorporated in this 

----------------~----- ------~-.----------------
12 state for at least three years, if it is a domestic corporation. ------------·--------~-~------
13 or has been authorized to do business in this state f~r at least 

---------------·-----·-------------------------14 three years, if .it is a foreign corporation, and has not during 

15 th~ three year pe~iod filed any document with the secretary of --------------~--------------·--------lb state; that the applicant has mailed written notice to the 

------------------17 ~orporation by certified mail, return receipt requested, -----------~-------- ------------~---18 properly addressed to the registered office of the corporatfon 
----------------------------------------..--

1~ shown in the records of the se~retary of state, that the 
----------------- --------------20 appficant intends to use the same or deceptively similar name 

--------------------------
21 and the notice has been returned to the applicant as 

---------
22 un:te Ii verab I e to the addressee corporation; that the applicant, 

----------------------------------------23 after dil~gent inquiry, has Deen unable to find any te[eptione 
-- • ------------·--------------------------

24 listing for the corporation wtth the same or decept ivety similar -------------------------25 na~e in the county in which is lo~ated the registered office of 

-----------------------------
26 the corporation shOwn in the records of the secretary of state; -------------------27 and that the oppf icant has no knowledge that the ~orporation is 

-----------28 currently engaged in business in this state. ------~-------------------29 Subd. 2. IDETFRMINATION •. J The secretary of state shall 

30 determine whether a name is •deceptiveJy similar• to another 

-------------------------------------------·-----
31 nane for purposes of this section and section 9. 

---~---------------------------------32 ~ubd. 3. [OTHER LAWS AFFECTING USE Of ~AMES-I This section 

33 and section 9 do not abrogate o, limit the I aw of unfair 

--------------------
34 cot1peti tion or unfair practices, nor Minnesota Statutes., 

35 .Sections 333.001 to 333 .. 52, nor the laws of the United States 

------------------------------------------- - .- - - --- -- - .... _ .. 

3b wit:, respect to the right to a_cqui re a.nd protect copyrights, 

-------------- .------------------------------------
37 trade names 1 trademarks. se~vice names. service marks. or any 

---------------
14 
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1 other rights to the exclusive use of names or symbols. nor 

------------------------2 dero;3te the common law or the principles of equity. 
----------------

3 Subd. 4. IUSE OF- NAME BY SUCCESSOR CORPORATrDN-1 A 

4 corporation that is merged with another domestic or foreign --------------------------5 corporation, or that is incorporated by the reorganization of 

,6 one or more domestic or foreign corporations. or that acquires ------------~-
7 by sale, lease, or other disposition to or exchange with a ---------·--- -------------------8 do'ltestic corporation all or substantially all of the assets of -------------·--------- ---------------~ 
9 another domestic or foreign corporation including its name. may --------------------------------10 have the same name as that used in this state by any of the 

·11 other corporations. if the other c~rporation was incorporated 

12 under the laws of, or is autho~ized to transact bu~iness in, 
-----------------------------13 this state. 

14 Subd. 5. [INJUNCTION.l The use of a name by a corporation 
I 

15 in violation of thi-s section does not affect or vitiate its 
------ • --------------------

lb corporate e-xistence., but a court in this state may, upon 

---------------------17 application of the state or of a person interested or affected, 
---------------

j 
18 enjoin the corporation from doing business under a name assumed 

19 in violation of this section, although its articles may have 

------------------------------------io been filed with the secretary of state and a certificate of 
-----------------------------------

21 incorporation issued. 

22 Sec. 9. 1302A.117J [RESERVED NAKE.I 

23 Subdivision 1. (WHO MAY RESER~E-1 The exclusive right to 
---------

24 the use of a corpor&te name otherwise per~itted by section 8 may 
---------------------------------------------25 be reserved b~: 

2.6 Ca) A person doing busin~ss in this state under that na,ne 

27 or a name deceptively similar to that name; 

28 (bl A ~erson intending to incorporate a corporation under -------------------------·----29 sections 1 to 125; 
-----------

30 ( c) A domestic corporation intending to change its name; -------------------------
31 (d) A fo~eign corporation intending t~ make application for 

---------------------------------------------32 a certificate of authority t.o transact business in this state; 
----------

33 {e) A foreign corporation authorized to transact business --------------- --------
34 in this state ~nd intending to change its name; 

----------------~-------------~--------
35 (f) A person intending to incorporate a foreign corporation 

---------·~------------------
36 and intendin~ to have the foreign cor·por-ation make application 

-----------------------------------------------------
37 fer a certificate of authority to transact business in this 

--------------------------------
1.5 
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1 stat&; ot 

2 (g) A for·eign cor-por·ation doing business under that name or 

------------------ --------------------3 a name d~ceptively s-·imilar to that nar.e in one or rocr-e states 

--------------------~----------------~---------------
4 ot'ier than this state and not described in clauses (JI, (eJ. or 

--------------------------------5 (f) • 

b Subd .. 2. [~ETHOO OF Rf.H.IWATION .. l The resenat ion shal I be 

7 ma~e by fili~g with the secretary of state a request th~t the --------------------------~-----------~------
f nane be reserved. If the name is avai I able for ~se by the 

------------------------------- -------------9 applicant, the secretary of state shal I reserve the name for the 

10 exclusive use of the applicant fo~ a pe~iod of 12 month~. The --------------------------------
11 reservation may be renewed for successive 12 month periods~ 

12 Subd. 3. ITRAMSFER OF RESERVATION.) The right ta the 

13 exclusive use of a corporate name reserved pursuant to this ---------------~-
14 section may be transferred to another person by or on beha ff of ------------------------------
15 the applicant for- whom the name was re .. erved by filing with the 

lb seciretary of state a notice of \he t~ansfer and specifying the 
--------------------------------

17 naTie and address of the t,ansferee. 

18 Se~. 10. [302A.121J [REGISTERED OFFICEr REGISTERED AGENT.l 

19 ~ubdivision 1. (REGISTERED QfFJCE.I A corporation shatt 

20 continuously maintain a ,egistered office in this state- A 
---------------------- -------~~--------21 registered office need not be the same as the principaf place of 
------------------------ -------------

22 business ~r the pr tncipal executi~e office of the corporation. 
----------

23 .Subd •. 2. [REGISTERED AGE:NT.I A corporation may designate 

24 in its articles a registered agent .. Tne registered agent may be --------------25 a natural person residing in this state, a domestic corporation~ 

----------------------------------------------~----
26 or a foreign corpor&tion atithorized to transact business in this ____________________________ _.__ _______ _ 
27 state. The registered agent must maintairi a business office 

2d that is icier.ticar with the registered.office ... ---------- ---------------29 Sec. ll. l302t>..123l· [CHANGE OF- H.GJSTERED OFFICE OR 

30 REGISTEREO AC.E~T.J 

31 Subdivision 1. (STATEKENT.I A corporation may change its 

32 registered office or designate or- change its registered agent by 

33 firing with the secretary of state a statement containing: 

3 4 ( a J n. e n am e o f the c o r p o r a t i on ; 

35 (bl The present address of its n~istered office; 
--------------------------

36 (cl If the aodress of its registered office is to be 
------------~------- -----------------

37 changed, the r.ew addres~ of its r-eyistered off ic£-; -------------------------------------
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1 (d) The name of fts registered agent, if any; ------~-~------------------
2 Ce) If its registered agent is to be designated or changed. 

3 the name of its new registe~ed agent; ------------------4 (f) A statement that the a.ddFess of its register-ed office 

5 and the address of the business office of its registered agent, 
-------------

b as changed, will be identical; and 
---------------------------7 (g) A statement that the change w~s authorized by 

6 resolution approved by the affirmative vote of a majority of the ----------------------~-------------9 directors present. 

10 5ubd. 2. [RESIGNATION Of AGENT.I A registered agent of a 

11 c.orporation may resign by filing with the secretary of state a 

12 duplicate signed written notice of resignation. The secretary -----------------------------
13 of state shall forward one of the filed o~iginals to the ---------------------14 corporation at its registered office. The appointment of the ----------------------------
15 agent terminates 30 days after the notice is filed with the ----------------------
16 secretar~ of state~ 

17 Subd. 3. (CHANGE OF BUSINESS ADDRESS □ f·AGE»T.J If the 

la business address of a ~egistered agent changes, the agent shall 
I -------------------------------19 change the address of the registered office of each corporation 

--------------- --------------
20 represented by that agent by filing with the secretary of state 

----------------------------~--------------
21 a statement as required in subdiv;.sion 1, except that it need be -----------------------------22 signed only by the registered agent, need not he responsive to -------------------23 clauses (eJ or (gJ~ and must recite that a copy of the statement 

------------------------ --------------------
24 has been ~ailed to each of those corporations. 

------------------ -----------25 Sec. 12. [302A.131l t4MENDME:NT □ F ARTltLES.J 

2~ A corporation ~ay at any time amend its articles to include 

2 7 o r m o d i f y a n y p r o v i s i o n t hat i s r- e qu i re d o r p e rm it t e d t o a pp ea r ----------------------28 in the articles or to omit any p.rovision not ,required to be 

-------------- ·---------
29 included in the articles. 

30 Sec. 13. l30U.133J [F'JU1CEDURE FOR AMEN.DMENl BEFOR.E 

31 I SSUA~CE JF SHARES. J 

32 eefore the issuance of shares by a co rporat ioo, the ___ , _______________ _ 

33 3rticles :nay be amended pursuant to section 24- by the -----------------------
34 inccrpcratcrs or by the board. 

35 Sec. 14. (302l.135J (PROCEDURE FOR AMENDMENT AFTER 

3o lSSUANC[ OF SHARES.I 

37 Subdivision 1. (MANNER OF AMfijO~ENT.J After the issuance 
------------

11 
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l of s~ares by the corporation, the articles may be amended in the 

2 manner s~t forth in this section. 

3 5ubd. 2. lSUBKlSSION TO SHAREHOLDERS.I A resolution 

4 a~proved by the affirmative vote of a majority of the directors 
---------------------

5 present, or proposed by a shareholder or shareholders holding 
----------------------------

6 one percent or more of all voting shares, that sets forth the ----------1 proposed amendment shall be submitted to a vote at the next 
--------------------------------

6 regular or special meeting of the shareholders of which notice -----------------9 can be tLnetY given6 Any numlier of a;nendments may be submitted --------------~-----10 to the shareholders and voted upon at one meeting, but the same ----------------------------11 or substantiatly the same amendment proposed by a shareholder or 

12 snareholders need not be submitted to the shareholders or be -----------------------------·----------13 voted upon at more than one meeting during a 15-month period. 

------------------------------------~---------14 Tne resolution may amend the articles in their entirety to ---------------------------------
15 restate and &upersede the original articles and att amendments ---------------~-----~-~------------------
le to the:n. An amendment that restates tl'le articles need not set 

17 forth the names ~r addresses of the incorporators nor of any -----------------
le for~er directors or registered agents. ------------------------1 9 Sub d • 3 • rn OT I CE. I W r i t ten n o tic e of t he s tta r eh o Sd e rs' 

20 meeting setting forth the substance of the p~oposed amendment --------~--- ---------------.21 sha JI be given to ea.ch sha r-eholdet in the manner proy i.ded in 

--------------------------------------------22 section b1 for the giving of notice of meetings of sha~eholders. --------------23 Subd. 4. (APPROVAL BY SHAREHOLDERS.I Ca) The proposed 

24 anendnent is adopted when approved by the affirmative vote of 

25 the holdus of a majority of the voting shares present, except ----·-------------~ 20 as provided in par-agf'.'a?h Cb). 

-------------------27 (b) If the ar·ticles provide fer a specHied proportion or;-

28 nunber equal to or targer than ~he majority hecessary to ___ __,, _______________________ _ 

29 tnnsact a sPecified typ-e of business at a meeting, or if it is ----------------------------------~-----------
30 proposed to amend the articles to provide for a specified 

-----------------··------------- _______ ..., __ _ 
31 proportion or number aqua( too~ larger than the majority 

--~...._--------------~---------------._._._- ----------
32 necessary to transa~t ~ specified type of business at a ~eeting, _____ ,.. _______ --.,..._.,... _________ _ 
33 the affir:native vote necessary to add the provision to, or to _____________ __, __________ _ 
34 amend an exi~ting provision inT the articles is the larger of: 

-------------- -------------
35 Cl) The specified proportion or number or, in the absence 

----------· -----------·-----
36 of a specific provislon, the affirmative vote necessary to 

-----------------------------------------------
37 tr1nsact the type of business described in the proposed 

------------------------
18 
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l a:nend.inent at a m1:eting immediately- befor-e the effectiveness of 

---------------------------------- -------------~ 
2 the proposed amendment; or 

------------------
3 ( 2) The spec if ied proportion or number that wou Id, upon ------------------------------------
4 effectiveness of the proposed amendment, be necessary to -----------5 transact the specified type of business at a meeting. 

------------------ ----------------6 Sec. 15. (302.\.1371 (CLASS OR SERIES VOTING ON 

7 ~ MENO!HNTS. I 

e The holders of the outstanding sha~es of a class or series 

------------------------9 are entitled to vote as a class 0£ series upcn a proposed -------------------10 a~endment, whether or not entitted to vote thereon by the --------------·-------------·11 provisions of the a~ti~fes, if the amendment would: 

------------------------12 (a) Increase or decrease the aggregate number of authorized 

13 shares of the class or se~ies; 

14 (b) Increase or decrease the par value of the shares of the 

15 c I ass or series; 

lo (c} Effect an exchange, recfassif icat fon, or cancel fation 

----------- ---------------------
17 of all or part of the shares of the class or series; -----------------------------------
18 (d) Effect an exchanse, or create a right of exchange, of --------------·------------------------19 all or any part of the shares of another class or series for the 

----------------20 shares of tne class or series; 

-------------------------
21 le} Change the rights or preferences of the shares of the 

----------------
22 class or series; ------------
23 (f) Char.se the shares of the class or series, whether with 

24 or without par valuer int~ the same or a different number of --------------------------------------
25 shares, either with or without pa~ value, of the same or another 

----------------------26 class or series; 
------------

27 (g) Create a new class or series of shar~s haying rights ------------------------ze and preferences prior a.nd superior to the shares of that class 

---------------------29 or series, or in~rease the rights and preferences or the number 
-------------------~-----------

30 of authorized shares, of a cfass or series having rights and -------------------------31 preferences prior 0£ superio~ to the shares of that class or 

--------------------------------~----------------~-32 series; 

33 (h) Divide the shares of the class into series and 

------------------------34 deter~ine the designation of each series and the variations in 
------------------------------ --------------

35 th& relative rights and preferences between the shares of each 
--------------------

36 series, or author·ize the board to do so; 
--------------------------------

37 ( i) Limit or dc.nY r:ny exi::ating preemptive rights of the 
--------------------

19 
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1 shares of thf! class or series; or 

------------------------2 (J} Cancel or otherwise affect distributions on the shares 

------------------------3 of the class or series that have accrued but have not be-en --------------- -----------4 declared. 

5 5ec .. lb. ( 302A.13~1 fARTlCLES OF AMfNDMENT .1 

6 When an amendment has been adopted, articles of amendment -------------------------= 7 shall be prepared that contain: 

a Ca) The name of the co:-porati-on; 

9 (b) The amendment adopted; -------------------10 le) The date of the adoption of the amendment by the 

11 shareholders, or by the inco~porators or the board where no 

12 shares have been issued; 
---------------13 (dJ If the amendm~nt provides for but does not est&h[ish 

---------------------14 the ~anner for effecting an exchange. reclassification. or 

15 cancel I ation of rssued shar·es. a statement of the manner in 

----------------------------- -----------lo which it wi 11 be effected i and 

--------------------11 (el If the amendment restates the articles in their 

15 entirety, a statement that the restated articles supersede the ---------------- ---
19 orisina.f art.icles and all amendments to them .. 

20 

21 

-------------
Sea. 17. l302A.14ll (EFFECT Of AMENDMENT.I 

Subdivision l. lEFFfCT OH CAUSE Of ACTION.I An amendment 

22 does not affect an existing cause of action in favor of or 
--------·-------------------------------------

23 ag-1.inst the corpor-ation, nor a pending suit to w-hich the ----------------24 corporation is a party, nor the existing rights of persons other -----~-----------------------25 than shareholders. 

26 Subd. 2. lEFFECl Of CHANGE OF NAME.l If the corporate nam~ 
---------------27 is changed by the amendment, a suit h~ou9ht by or against the 

2e ~orporation under its former· name does not abate for that reason. 

-----------------------
29 Sec. l&. l302A.15ll [FILING ARTlCLfS .. l 

30 Articles of incorporation and articles cf amendment shall 

31 be filed ~Ith the secretary of state. 

32 Sec. 19., [302L1'5?1 (EFHCTIU Dt.lE OF ~RllCLES.l 

33 Articles of incorporation are effective and corporat?. 

--------------------------------------34 existence begins when the articles of incorporation are filed 
--------------------------------------

3 5 loi ; th th e sec r et a r y o f st a t e .. ~- r t i c I es o f am en dm ~ n t a r e --------------------------------------36 effectl VP. when filed with the secretary of state or at anothee-

--------------------37 tins within 30 days after filing if the articles of amendment so 

------------------------------------------------
20 



IREVJSOR PMM/CS 81-0284 

1 provide. 

2· Sec. 20. [302A..1551 [PRESUMPTION; CERTJFlCJ\TE Of 

3 INCORPDRATICN .. J 

4 ~hen the articles of incorpoFation have been fifed with the 
------------------

5 secretary of state, it is presumed that al f conditions precedent -----------------·-----------------------
b re qui red to be performed by the incorpol"ators have- been comp fled --------------------
7 with and that the corpcration has been incarporatedw and the 

-----------------------
8 secretary of state shall issue a certificate of incorporation to ---------------9 the corporation, but this presumption does not apply against ----------10 this state in a proceeding to cancer or revoke the certificate_ ------------.---------------

11 of incorporation or to compel the involuntar-y dissolution of the --------------------------·----------
12 corr,oration. 

13 PO.:ERS 

14 Sec. 21. [302~.1611 (POWERS.I 

15 Subdivision l. LGFNERALLYi LIMITATIONS.I A corpon.tion has 

)6 tha powers ~et forth in this sectbon. subject to an~ limitations 
--------

l7 provided in any other statute of this state or in its articlas. -------------------------------------------
18 Subd. 2. (DURATION •. } A c.orporation has per·petuat duration. 

19 Subd~, 3. (LEGAL:- CAPi\CITY • .r A. corporation mat sue and be 

20 sued. complain and defend and participate as a party or 
----------

21 otherwise in an~ (egal, a~ministrative. rir arbitration 

-----------------------------------------22 proceeding, in its corporate name. 
-----------

23 Subd. 4. I PROPERTY OWNERSHIP.I A corporation may purchase 9 

24 lease, or otherwise acquire. own, hold. improve, use. and 

--------------------
25 otherwise deal in and with,. real or personal property, or any 

-------------·------------
26 interest therein, wherever situated. 

27 Subd. 5. (PROPERTY D lSPOSI TI OU.I A corpo rat 'ion may se fl, 

28 convey, mortgage. create a s~curity interest ins l~ase. 
----------

29 exchange, transfer, or otherwise dispose of all or any part of 

-----------------------------------------·---
30 its real or p-ersona I property, or 2.ny interest there in, whP.reve r 

----------- -----------
31 situated .. 

32 Subd. 6. lTRADING IN SECURITIES; OSLJGATIONS.I A 

33 corporation may purchase. subscribe for. or otherwise acquire, 

------------------------------------------------
34 own, hold, vote, use, employ, sell, exchange, mortgage, lend, 

---------------------------------------\ 
"- 35 c re ate a sec u r i t y i n t e rest i n , o r o the r w is e d i sp o s e o f a nd 

36 otherwi sa use and dea I in and with• securities or other 

37 interests in, or obligations of, a person or- dir-ect or indirect 

--------------------------------------~---------------
21 
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l obligations of anl domestic or f"oEeign government or ---------------------------------2 instrumentality thereof. 

--------------------3 Subd. 7. l COHT R ACTS; MOR TG.Ui ES .I A co rpo rat ion ma~ make 

4 contracts and incur liabilities, borrow money, issue its -----------------5 securities, and secure any of its obligations by mortgage of or --------~------------
6 creation of a se~urity interest in all or any of its property. ----·-------------7 franchises and income. 

------------------a 5ubd. ~. (INVESTMENT.I A co~poration may inYest and 

9 re i n v e st i ts fun d s. 

10 5ubd. 9. lH □LOIMG PROPERTY AS SECURITY.I A corporation may 

·11 take and hold real and personal p~ope~ty, whether or not or a 

------------------------12 kind sold or otherwise deart in by the corporation, as security 

-----------------------~-------- --------------
13 for the payment of money loanedir advanced. or invested. ---------------14 Subd .. 10. ILOCATION.J A corporation may conduct its 

15 business, ~arry on its operations, have offices, and exercise 

16 the powers granted by sect ions 1 to 12.5 anywhere in the ·universe. 

--------------------------17 Subd. 11- (DONATIONS~ A corporation may make donations, 

18 irrespective of corporate ~enefit, for the pub[ic welfare; for 
--------

19 social, community, charitable, rel igfous, educat ionaf, 

20 scientific, civic, I iter-ar-y, and testing for public safety 

21 purposes, and for similar or FeJated purposes; for the purpose 

---------------
22 of fostering national or international amateur sports ----------------
23 coinpetition; for the prevention of cruelty to children and 

-------------------------------------------24 animals; and, in time of war or other national emergency, for 

25 any and alJ purposes in aid thereof. 

------------2b Subd. 12. (~AR; ~ATJONAL EMERGE~CY.J At the. request of the 

27 govern~ent of the United States or of this state or any of their ----------------------------------2f, respective agencies, a corporation may transact 3ny lawful 

-----------------------29 b us i n e s s i n t i 'fl e o f w a r o f" o t he r· n a t i o n a I em er· gen ~Y , 

----------------------------------,.._~---
30 notwithstanding any limitation on the purposes set forth in its 

----------------------- -- - • - ·--
31 articles. 

32 Subd .. 13. [PENSIONS; SfNEFJTS .. I A corporation may pay 

33 pensions, retirement allowances, and compensation for past 

--------------------------------------------34 services to and for .the benefit of, and estaol ish, maintain, 

--------------------------------------------~--
35 continue, and carry out, wholly o,. partially at the expense of 

-----------------------------------------
36 the corpo..-ation, employee o..- incentive benefft plans, trusts. 

-------------------- ----------------------~---------
37 and provisicns to or for the tienef it of, any or al r of its and 

--------------------------------------------------
22 
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I its related corporations' officers, directors, employees, and -------------------------------------------2 agents and the famil Ee~, dependents, and benettci~ries of any of 
--------- -----------------3 them. It may fndemnjfy and purchase and maintain insurance for ------------------------4 and on behalf of a fiduciary of any of these employee benefit ----·----------------------5 and incentive plans, trusts, and provisions. ------------------------6 Subd. 14. (PARTICIPATING IN MANAGEMENT.I A corporation may 

7 participate in any capacity in the promotion, organization, 

-----------------R. ownership, management, and operation of any organization or in 
--------------------------------·------9 any transaction, undertaking, or arrangement that the -------------10 participating corporation would have power to conduct by itself. -----~------~--------------11 whe·ther or not the participation involves sharing or delegation --------------------------12 of control with <>r to others. 
--------

13 Subd. 15. [INSURANCE .. } A corporation may provide for its 

14 beneflt life insurance and other insurance with respect to the 
--------------~---- -------------------·-----15 services of any or all of its officers. director-s, emproyees, 

16 and agents. or on the , ife of a shareholder for the purpose of 
-----------------------------------------------~ 

17 acquiring at the death of the sha,-eholder any air all shares in 

l& the corporation owned by the shar·eholder·. 
----------19 Subd- 16 .. (CORPORATE SEAL.) A corporation may have, alter 

20 at pleasure, and use a corporate seal as provided in section 22. 
--------- -----------------

21 Subd. 17. [BYLA~S.l A corporation may adopt. amend. and 

22 repeaJ bylaws relating to the management of the business or the ---------------------------------------------23 regu,ation of the affairs of the corporatron as p~ovided in 

-------------------------2 4 se c t i o n 2 5 •. 

25 Subd. 18. [COMMITTEES~I A corporation may establish ----------~----26 committees of the boa~d of directo~s. elect or appoint persons ---~-------------------- ----------------27 to the com~ittees, and define their duties as pro~ided in 
----------------------2a sections 42 and 43 and fix their compensa~ion. 

------------------------29 Subd. 19. [OFFICERS; EMPLOYEESi AGENTS.I A corporation may 

30 elect or appoint officers, employees, and agents of the 

-----~-----------------------------------31 corporation, and define their duties as provided in sections 46 
-----------

32 to 54. and fix their compensation. 
-------------------·----33 Subd. 20. ISECURTTlfS.J ~ corporation may issue securities 

34 and rights to purchase securities as.provided in sections 55 to 
-------------------------------- --------

35 b3 -

36 Subd. 21. [LOA.US; GUARANTIES; 5UREllE5.I A corpontion may 

37 lend ~oney to, guarantee an obligation of, become a surety for~ 

23 
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1 ~r otherwise financially assist persons as provided in section 

----------------------------------2 82. 

3 Subd~ 22. (AD~ANCES.J A corporation may make advances to 

4 its di rectors, officers. and employees and thos-e of· its ---------------------------------5 subsidiaries as provided in section 83. ------------------------6 Subd. 23. (INDEMNJFICATIUN.I A corporation shall indemnify 

7 Pirsons against certain expenses and liabilities only as 

-------------------6 provided in section 84. -------------, Subd. 24. £ASSUMED NAKES.J A corporation may conduct all 

10 or ~art of its business under one or •ore assumed names as ------------------------------------·11 provided in Minnesota Statutes, Sections 333.001 to 333.06. 

12 Subd. 2:5 ... (OTHER POWERS.I A corporation may have and 

13 exercise· all otr,er powers necessanr or convenient to effect a.ny 

14 or art of the business purposes for which the corporation ls 

15 incorporated. 

lo Sec. 22. [302A.1631 (CORPORATE SEAL.r 

17 Subdivision 1. (5EAL fiOT RfCUJRED.l A corporation may. but 
--------

18 need not, have a corporate sE.af, and the use or nonuse of a ---------------------------19 corporate sea I does r.ot affect the val f d ity OF enforc.eab- i I ity of 
---------

io a document or act. If a corporation has a corporate seat, the 

--------------
21 use of the seal by the corporation on a document is not ------------------22 necessary .. 

23 Subd. 2. IREQUIRED WORDS; USE:.I If a co,:-poration has a 

24 corporate sea.I, the seal ma:t consist of a rnechanicat imprinting -----------------------------------·----------25 device. or a rubber· stamp with a facsimile of the seat affi~ed ----------- ------------------------26 thereon:, or a facsfmfle or reproduction of either. The seal 

27 nead include only the word •S&aE•, but it may also includ& a ----·-------·----·----~---~----.----~-----
28 p3rt or art of the name of the cotporation and a combination. 

----------------·----------29 derivation. or abbreviation of either ot both of the phrases •a 

---------------------------------~--~-------------30 Minnesota Corporationn and •Corporate Seal•~ If~ corporate 

31 seal is used, it or a facsimile of it may t-.e affixetl, engraved. 
-----------·------------------·--

32 prlnted, ptaced, stamped with indefible fnk, or in any other 
------------ • --------------

33 ~anner repr~duced on 3ny document. -------------34 Sec. 23. l302A.1651 rEFf[CT OF LACK OF POWER; ULTRA 

35 VIRES.} 

36 The doing, continuing, or pe~forning by a corporation of an 

----------------------------37 act, or an executed or wholly or parttally e~ecutory contract, 
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1 conveyance or transfer to or bY the corporation, if otherwise 

2 (akful, is not inva I id because the corporation was without the 

3 power to do, continue, or perform the &ct, contract, conveyance, ----------------------------
4 or transfer, unless the lack of power is est ab I ished in a court 

--------
5 i n th i s state: 

6 (a) In a proceeding by a shareholder against the 

7 corporation to enjoin the doing, continuing, or perforsing of 

8 the a.ct, contract, conveyance, or transfer. If the unauthorized ----·-------------------------------9 act, continuation, or performance sought to be enjr,ined is. ------------10 being, or to be, performed or made pursuant to a contrac.t to 

11 which the corporation is a party, the court may, if just and 

12 re3sonable in the circumstances, set aside and enjoin the --------------------13 performance of the contract and in so doing may allow to the 

14 cor·poration or to the ot.her parties to the contract compensation 

15 for the loss or damage sustained as a resu~t of the action of -------------------------------16 the court in setting aside and enJoin~ng the performance of the -------------
17 contract; 

18 Cb) In a proceeding bY or in the name of the corporation, 

----------------------------
19 whether acting dir·ectly or th£ough a legal representative., or ------------20 through shareholders in a representative or derivative suit. 

-------------------
21 afUinst the incumbent or former officers or directors of the --------------~--------------
22 corporation ·for exceeding or otherwise viofating their 

--------------
23 authority, or agafnst a person having actual kno~ledge of the 

-----------------------------------24 lack of power; or 

25 (cJ In a- proceeding by· the attorney general. as provided in 

------------~----~--------------------
26 section 111. to dissolve the corporation. or in a p~oceeding by 

---------
27 the attorney general to enjoin the corporatkon fr~m the -------------------------------
28 transaction of unauthorized business •. 

29 

30 

-·-------------------------
□RGA NllA Tl mn BYLAWS 

5ec. 24 .. (302~.J7iJ (ORGANIZflION.J 

31 Subdivision J. (R □ Lf Of INCORPORATORS.,J If the first board 

32 is not nu1ed in the articles, the incorporators may elect the 

----------------------------
33 first board or may act as di rectors, in the same manner as --------------------------
34 dinctors, ',iith all of the po..,ers, r·ights, duties, and 

---------------------------------------..----
35 li!loilities of directors, until direc-tor.s are elected, until 

----------------------------------
36 shares are issued, or until the organization of the corporation 

------------------------- ----------37 is coTiplete, whichever occurs first. 

25 
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1 SU b d. 2 • ( H E ET J NG • J A f t e r th e i s s u an c e o f the c e rt if i c a te 

2 of incorporation, the incorporators or the directors n~med in ___________________ , ____________________ _ 

3 the articles shall either hold an organizational lileeting at the -------------·-----------------4 call of a majority of the incorporators or of the directors 

--------------5 named in the articles, or take written action, for th& purposes 

6 of transacting business and taking actions necessary or 
---------- ----------------7 appropriate to complete the organization of the corpo~a~ion, ----·-----------------------------8 incl_uding, without I imitation, amending the articles, electing -------------------------9 directors, adopting bylaws, electing officers. adopting banking -----------------~---------10 resolutions, authorizing or ratifying the purchase., lease, er 

• 11 other acquisition of suitable ~pace. furniture, furnishings• ---------------------------12 supµf ies, and materials, approving a co~porate sear. approving 
-~------------------------------...-.----------------

13 forms of certificates or transaction statements for shares of 

14 the corporation, adopting a ffscal year for the corporation. ----------~-------------------------
15 accepting subscriptions for and issuing ~hares of the ----·-------·------------
lb c.orporation, and making any appr·opriate tax elections •. If a 

17 meetlng is held, the person or persons car ling the meeting shall -----------~------- ---·---~------------· -
18 give at least three days notice of the meeting to each 

---------
19 incorpor·ator or director named. stating the date, time-. and 

20 place of the meeting. 

21 Sec. 25. l302A.181T [BYLAWS.I 

22 Subdivision 1. [Gl::UERALLY.I A corporat;on mo. but need 
---------

23 not, have bylaws. Eylaws may contain any prevision rerating to 
-------------

24 the manageinent of the business or· the regulation of the affair~ ------------- -. ... __ ,__, ____ _ 

25 of the corporation n~t inconsistent wtth law or the articles. 

-----------------------------26 Subd. 2. (POWER QF- BOARD.l Initial b~laws may be adopted 
------------------

27 pursuant to section 24 by the incorporators or by the first 

--------------------------------------------28 board. Unle::s reserved hy the articles to the shareholders, the 

29 power to adopt, amend, or repeal the bylaws is vested in tt,~ 

30 board. The power of the board is subject to the power of ttie 

31 shareholders, exercfsabh! in the /llilnner provided in subdivi~!on 
----------------------------~----- • --..-

32 3, to adopt, amend. or repE.ial byla1o.s adopted, amended. or ---------~--~------
33 repealed t,y the board .. ~fter the adoption of the initial 

34 bylaws., the board shalr not adopt, amend, or r-epeal a bylaw 

----------- ------------------
35 fixin£ a quorum for meetin~s of shareholders, prescribing 

------------------------~~--------- ---------------
36 procedures for removing directors or filling vacancies in the 

-----------------------~-----------------------~---------
37 board, or f i:iting the nuirber of di1ectors or their-_________________________________________ 

2b 
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l classifications, qualifications, or terms of offi~e, but mat 

------------2 adopt or a-mend a bylaili to increase the number of directors. 

3 

4 

5 

6 

7 

a 

9 

10 

. 11 

12 

13 

14 

15 

lb 

n 

18 

19 

20 

21 

22 

23 

24 

25 

20 

27 

28 

29 

30 

31 

32 

33 

34 

------------------------------------------Subd. 3. {POWER Of SHAREHOLDfR5i PROCEDURE.J If a 

shareholder or shareholders holding one percent or more of 1 II 

------------------------------voting shares propose a resolution for action by the ----------------shareholders to adopt, amend, or repeal bylaws adopted, amended,• 

----------~---------·-------
or repealed by the board and the resolutton sets forth the 

--------------provision or provisions proposed tor adoption, a~endment. or -------------------repeal, the limitations and procedures for submitting, ----·-----------------------------considering, and adopting the resotution a,-e the same as 

---------------------provided in section 14. subdivisions 2 to 4, for amendment of -------------the articles. 

BOA.RD 

Sec. 26. (302~.2011 (BOARD.I 

Subdivision 1. (BOARD TO MANAGE.I The business and affairs 

of a corporation shaft be managed by or under the direction of a 

board, subject to the provisions of subdivision 2 and section 

1bw The members of the first board may be named in the arti&~es ----------------- --------------------------
or elected by the inccrporators pursuant to section 24 or by the 

-----------------------------------------------sh a re h o I de. r s • 

Subd. l. [SHAREHOLDER MANAGEME:NT.I The holders of the 

votlng shares of the corporation may. by unanimous affirmative 
------------- --------------------------------------vote, take a.ny action that sections 1 to 125 require or permit 

--------------------------
the baa rd to take or the sha reha lde rs to take att er action or 

approval c,f the board. As to an action taken b:t the 

shareholders in that manner: ---------------------
(a) Th£- directors have no duties, I iabilities, or ----------------- ------------..---~---

responsibif ities as directors under sections 1 to 125 with 

respect to or arising from the action; 

lb) lhe shareholders collectivefy and tndividuatlY have all 

----------------------------------------------
of the duties, f iab.i r itiesr and responsibi I ities of directors ---------------------------------------------------
under sections l to 125 with respect to and u ising from the 

-------------
action; 

(c) lf the action relates to a matter required or permitted 

-----------------------------~~---
35 by sections 1 to 125 or by any other l:aw to be appr~verl or 

-----------------------------
36 adopted by the boarci, eith~r with or without approval or 

37 adoption by the shareholders, the action is deemed to have been 

27 
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l approved or- adopted by the board; and 

2 (dl A requirement that an instrument filed with a -----·-----·-------------3 governmental agency contain a statement that the action has been 

4 approved and adopted by the board is satisfied by a statement 

--------·----------------5 that the shareholders have taken the action under this -----------------------6 subdivision. 

7 Sec. 27. [302A.Z031 [NUMeER.J 

8 The board shall consist of one or more directors- The 

-----------------------------9 number of directors shall be fixed by, or in the manner provided ----------------10 in, the articles or byfa.ws .. The numbe,: of directors may be 

---------- -----------------------------· 11 increased or, subject to section 35, decreased at any time by -------------12 amendnent to. or in the manner provided in, the articles or --------------13 bylaws. 

14 Sec. 28. (302A.205I [CUALIFICATIONS; ELECTION.I 

15 Directors shaft be natural persons. The method of election 
--------~------·----------_.... __ ---------------16 and any additional qualifications for directors may be imposed -------_____________________ _, _____ _....._ ---------------

17 by or in the manner provided in the articles or i>yfaws. 

--------------------------------- ---------
18 Se c. 2 9 .. ( 3 0 2 A • 20 7 J (TE R ~ S • J 

19 Unless fixed terms are provided for in the articles or 

2:0 bylaws. a director serves for an indefinite term that expires at 
----------~------ ------~-----------------~~ 

21 the next regular meeting of the shareholders. The term of a 

--------------------------------22 director shall not exceed five ypars. A di~ector holds office ---------------
23 for the term for which the director was elected ~nd until a 

24 successor is elected and has qualified, ~r until the earlier -------~-~~-----------------~-ZS death• resignation, remo"a 1, or di squa l i fi cat ion of the d hector. 

-------------------------------- -----------~----26 Sec. 30. 1302A.2091 [ACTS NOT VOID OR VOIO~SLE.J 

27 T~e expiration of a director•s term with or ~ithout the 
--------------------------.-------------

25 election of a qua I if ied successor does not make p,-ior or 

----------------------29 subsequent acts of the officers or the board void or voidable. 
---------------------------_,_~ 

30 Sec. 31. [302A.2liJ rcoM?ENSATI □ N.J 

31 Subject to any limitations in the articles or bylaws, th·e 

--------------------------------------------
32 bo3rd may fix the compensation of directors. 

-------------------------------33 Sec. 32. (302A.213l (CLASSIFICATION OF DIRECTORS.I 

34 Di rectors may be divided into classes as provided in the 
---------------------------~------------------

35 articles or bylaws. 

3o ~ac. 33.. (302A .. 2151 rCUMULATIVE VullNb FOR DIRECTORS.I 

37 Unless the articles provide that there sh&lf ~e no 

2a 
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1 cunulative voting, and except as provided in section 35, 
-------------------·-----

2 subdivision S, each shareholder entitled to vote fo~ directors 

--------------------------------3 has the right to cumulate thosp. votes in the election of 
---------·-----------

4 directors by giving written notice of intent to cumufate those --------------5 votes to the presiding officer at the meeting at which the 
---------------6 election is to occur at any time before the election of 

---·--------
7 directors at the meeting. in which case: 

e la) The presiding off teer at th~ meeting sha(f announce, ------------------
9 before the £1ection of directors, that shareholders shall -----------------10 cu~ulate their votes; and ----------11 (b) Each shareholder shall cumulate those votes either by ------------12 casting for one candidate the rumber of votes equal to the 

----·--------------------------13 nunber of directors to be elected multiplied by the number of 
--------------------------14 vote~ represented by the shares, or by distributing alt of those --------~-------------~-15 votes on the same principle among any number of candidates. ------------------~---------·----------------

lb . Sec. 34. [ 302A .2211 ( RE~ IGNA Tl ON .l 

17 A director may resign a.t any time by giving written notice --------------
1& to the corporation. The resigna.tion is effective without ------------------- --------------------
19 acceptance when the notice is given to the cor.pon.t ion, unless a 

-------------.--------------------- -----------20 I ater effective t fme is SPP.C if ied in the not ice. 

------------------------------------
21 Sec. 35. l302A.223l IREHOVAL OF DikHTORS .. I 

22 Subdivision 1. !MODIFICATION.I The provisions of this 

23 section appl~ unless modified by the articles, the bYla~s,_or an -------------------24 &greement described in section 76~ ----------~-----------
25 Subd. 2. IREMOVAL BY DIRECTORS.I A di~ector may be remov~d ---------------Zb at any tLne, with or without cause, by the. affirmative vote of a 

--------------------------2 7 !11 a j o r i t ":/ o f t he d a r e c t or s present , i f : 
----·----------------------

2e (a} The dire.ctor was named by the board to fiH a vacancy; 

-------------------------29 Cb) The shareholders have not elected directors in the 

30 interval between the time of the appointment to fit r a vacancy 

-------------------------------------31 and tne time of the r•moval; and 

32 (cl A majority of the remaining directors vote to remove 
-----------------

33 the director. 

34 Subd. 3. [REMOVAL BY SHI\PEHGLDERS.l Any one <Jr a 11 of the 

35 di rectors may be removed at nny time, with or without cause, ~Y 

36 the aff i rnat ive vote of the holders of the pro port ion or numiler 
----------------------------------------------------37 of the votinq shares c,f the classes or ser fes the director 

29 
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l represents sufficrent to elect them, except as provided in 

2 subdivision 4. ____ __.._ ____ _ 

3 Subd. 4. (EXCEPTION FOR CORPORATIONS WITH CUMULATIVE 

4 VOTING.I In a corporation having cumulative voting, unless the --------------------------5 entire board is removed simuttaneoust~, a di£ector is not 
---------

6 renoved from the board if there are cast against removal of the ---~----------
7 di rector the votes of a numbe1 of shares sufficient to elect the 

---------------------------------------S dir·ector at an election of the entire board under cumutathe 

-....-----------·----------------
9 voting. 

Subd. 5. (ELECTION OF REPLACEKENTS.l ~ew directors may be -------------. 11 elected at a meeting &t which directors are removed. ?f the ---------------------------12 corporation allows c~m~tative voting and a shareholder notifies ----·------------~--------13 the presidinq officer at any time prior to the erection of new 

14 directors of intent to cumulate the votes of the shareholder. ---------------------------------
15 the presiding officer shal I announce before the election that -----------1 b c u nu I a t i v e v o t i n g i s i n e f f e ct , a n d sn a r eh o I de rs sh a I t c um u l a te 

-------------------------------- ------------17 the1r votes as provided in section 33. clause (b). 
---------

18 Sec. 36. [302A.2251 [1/Aff.NCIES.l 

19 Unless different rules for fitting vacancies are provided --------------20 for in the articles. or b:yfaws: -------------------21 (a) (1) Vacancies on the board resulting frcm the death~ ---------------------------------
22 resignation, removal. or disqualification of a director may be 

------------------~-----------------------------23 filled by the affirmative vote of a majority of the remaining ____ .__ ..... _____________ _ 

----------------24 di rectors, even though fess than a quorum; and -------------~----
25 (2) Vacancies on the board resulting f~om newty created 

-------------------.---------------·--------26 directorships may be filled by the affirmative vote of a ----------------------
27 majority of the directors ~ervinq at the time of the increase; 

----------------------------- ----------26 and 

29 (b) Each director elected under- this section to fit~ a ----------------------------------
30 vaca.ncy hord~ office until a qualifred successor is: elected by --------------------31 the shareholders at the next regular or special ~eeting of t~e --------------
32 snareholders~ 

33 Sec. 37. l302L23ll [BOARD KEETJNGS.J 

34 Subdivision l. llIME; PLAtE .. l Meetings of the boar-rt ma.y be 

------------------35 held from time to time as provided in the articles or bylaws at 

36 an~ ~lace within or without the stat~ that the board may select 
----------------------------------------------------------

37 or :,y- any neans descrfbed in subdivision 2. If the board fails 

---------------------------------
30 
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1 to select a place for a meeting. the ~eeting shall be held at 
--------~------------

2 the principal executive office, unless the articles or bylaws ------------------3 provide otherwise. 

4 Subd. 2. fflf(TRONIC COMHUNJCATIOMS.I (al A conference 

5 a~ong directors by any means of communication through which the ------------------------6 directors may simuJtaneouslY hea~ each other during the 

7 conference constitutes a board me.eting, if the same notice is --------------------8 given of tht;. conference as would be required by subdlvi.sion 3 ----------9 for a meeting, and if the numbar of directors participating in -------------------10 the conf~rence would be sufficient to constitute a quorum at a -----------------11 meeting. Participation in a meeting by that means constitutes -------~---------
12 presence in person at the meeting-----------------13 (bl A director may participate in a board meeting not 

14 described in paragraph (aJ by any means of communication through 
---------------------- -----

15 which the director, other· directors so partacipating. and all -------------- -------------------------16 directors physicalry present at the meeting may s~multaneously 
------------------------

17 hear each other during the meeting .. Participation in a meeting -------------------~----
l. 6 b y th a t 1:1 e & n s co n st i t u t es pre se n c e i n p e r son at t h e meet i n g. 

-------------------- --------- • ----
19 Subd. 3. [CAlllNG MEETINGS; NOTl[E.J Unless the artictes 

20 or bylaws provide for a different tim-e pec·iod, a director llliY 

--------------------------------
21 call a board meeting by giving ten days notice to all directors --------------------------·-----22 of the date, time, and place of the meeting. The notice need 

---------· --- • ---------------. --
23 not state the purpose of the meeting unless the atticles or 

24 b :t I aw s re qui re it . 

25 Subd. 4. lPRE~IOUSLY SCHEDULED ~EETINGS~I If the day or. 

Zb date. time, and place of a board meet~ng have been p~ovided in --------------------------27 the articles c-r bylaws, Ot" announced at a previous meeting of -------~-----------2e the JOard, no notice is required. Notice of un adjourned 
-----------------------------------------29 meeting need not be gi~en other than by announcement at the 

30 meeting at which adJour~ment is taken. 

31 Sub~. 5. lhAlVER OF NOTICE.I k director may waive notice 

32 of a ~eeting of the board. A waiver of notice by a director --------------------33 entitled to notice is effective whether given hefo~e, at, or 

34 after the llle-~ting, and whether given in writin9, oralfy, or by 

------------~----35 attencance. Attendance by a director at a meeting is a waiver 
------------------------------------------------3& of notice of that meeting, exc~pt wnere the director objects at 
-------------------------------------------------37 the be~inninq of the m~eting to the t~ansaction of business 
-------------------------------------------------

31 
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l because tnc meetin9 is not lawfully car led or convened and does 

---------------------2 not participate thereafter in the meeting. 

3 Sec. 36. [302A.233I (ABSENT DlRECTORS.J 

4 If the articles or bylaws so provide. a director may give -----------------
5 advance written consent or opposition to a proposal to he acted ------------------------------------------6 on at a board meeting. If the director is not present at the -----------------------
7 meeting, consent or opposition to a proposal does not constitute 

-------------------------8 pres·e-nce for purposes of determining the existence of a quorum. 

---------~-----------
9 but consent or opposition sha 11 be counted as a vote. in favor of ----------------------------------------10 or against the proposar and shafl be entered in the minutes or ----------------------------·------·11 other record of action at the meeting, if the proposal acted on -------------------12 at the meeting is substantially the same or has su bstant ia l ty 

-------------------------------
13 the same effect as the proposal to which the director has 

-------------------14 corisented or objected. 

15 Sec. 39. l302A.Z351 (QUORUM.I 

16 A majority, or a farger or smaJfer ~~oportion or number 
-----------------

17 provided in the articles ~r bylaws, of the directors currently 
----~---------------~-----------

18 holding office present at a meeting is a quorum for the ---~-----------------------
19 transaction of business. Jn the absence of a quorum. a majo.rity 

-----------------------~------- ------------------
20 of the directors present may adjourn a meeting from time to time 

---------------------------------------------------
21 unti I a quorum fs pr·esent. If a quoru:n is present when a duty 

22 called or held meeting is convened, the directors present may 

23 continue to transact business until adjournment, even though the 

--------------------
24 \oiithdrawal of a numbe-r &f directors originally present leaves 

------------- -------------------------------
25 less than the proportion or nu~ber otnerwise re~uired for a -------------------26 quo rum. 

27 Sec. 40. [302A.2371 [tCT GF THE PCARO.J 

28 The board shart take action by the affirmative vote of a 
---------

29 majority of directors present at a duly held meeting, except 

----------------------------------------30 where sections 1 to 125.or the article~ reauire the affirmative 
---------------------------------------

31 vote of a larger proportion or number~ If the articles require 

---------------------·--------------------_, 
32 a targer proportion ~r nur-lber than is required by sections l to 

33 125 for a particular action, the articles shal I control. -----------------------------------
34 Sec. 41. l302A.239l (ACTIGFi WITHUUl MEETWG .. J 

35 Subdivision l. lMETHOD.l An zctlon required or permitted 

36 to b~ taken at a board meetin~ may be taken by written action 
----------------~---------------------------------·-

37 signed bY al I of the directors.unlC?ss the action nPeci not be 

----------------------------------------------
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1 approved by the shareholders and the articles so provide. in -----------2 Nhich case, the action may be taken by written action signed by 

-------------
3 the smaller number of direct.ors that would be required to take ------------4 the same action at a meeting of the board at which all directors 

5 we1e present. 

6 Subd. 2. (EFFECTIVE TJMf.1 The written action is effective 

7 when signed by the ~equired numbe~ of directors, unless a 

----------------8 different eff&ctive time is provided in the written action. -------------------------------------
9 Subd. 3. lMOTICE; LIARILITY-1 Wh~n written action is 

10 permitted to be taken -~y less than alf directors, all directors 
---·--------·----------------

11 shall be notified immediately of its text and effective date. 

12 Failure to ~rovide the notice does not invalidate the written 

13 action. A director who does not si-gn or consent to the written 

---------------·-----------·-------------14 action has no liabi[ity for the action or actions taken thereby. ---------- ---------
15 Sec. 42. ( 302A.241 I [COMfUTTEES.J 

16 Subdivision 1. [GE~ERALLY.J A resolution approved by the 

17 affirmative vote of a majority of the board may establish 

18 committees having the authority of the board in the manageMent 
-\ ---------------------------------

19 of the business of the corporation to the extent provided in the -------------------- -----------------------20 resolution. Committees are subject at all times to the ---------~--------- ---------
21 direction and control of the board. except as provided in 

22 section 43. ----· ----
23 Subd .. 2. l MEMBERSHIP .. 1 Committee members sha I l be natura I 

24 perso~s- Unless th~ articles or byla~s provide for a different 
----------------------------25 me~bership, a committee shall consist of one or more persons, 
----------- ---------------------------------26 who need not be directors, anpointed by affirmative vote- of a 
----- ----- ------- -------------------

27 majority of the drrectors present. 
-----------------------

28 Subd. 3. lClJORi.JM.J I.. majority of the members of the 

29 co~mi~tee present at a meeting is a quorum for the transaction ------------------------------------30 of business, unless :1 farger or sm3fler proportion or number is --------------------------
31 provided in the articles or bylaws or in a resolution approved 

--------------------------- _______ .......,..,.. 
32 by the affirmative vote of a majority of the directors present. ----~-----------~~--------- ---------------
33 Sub d • 4 • [ P RO C E i) URE • l Sec t l a n s 3 7 to 4 1 ap P t Y t o -----------~---
34 con~ittees and members cf committees to the same extent as those 

35 !'ections ar;pf :t to the board and di rectors:. 

36 5 u.b d. 5 • ( ~ IN iJ T ES .. I M i nut~ s, • i f any, o f comm i t t e e meet i ng s 
---------

37 ~halt be marie available upon rPque£t to members of the committee 
------------------------------~------------------------

33 



1 and to any director. -------------2 Subd. 6. lSTAND~RD OF CONDUCT.I The establishment of. 

3 deJegation of authority to, and action by 2 committee does not --------------------------4 alone constitute compliance by a director with the standard of ---------------5 car.duct set forth in section 44. 

6 Subd. 7. (COMMITTEE MEMBERS DEE~ED DTRECTORS.J Committee 

7 members are deemed to be directors fo~ purposes of sections 44, 

8 45, and 84. 

9 Sec. 43. r302A.243J (CDMMITTfE OF DISINTERESTED PERSONS.I 

10 Unless prohi~ited by the a~ticles or hyl~ws. the hoard may 

·11 establish a committee composed of two or more disinterested -----------------------------------12 director$ or other disinterested persons to determine whether or 

-------------------13 not it is in the best interests of the corporation to pursue a 

14 particular legal right or remedy of the corporation and whether 
--------------------------------

15 to cau~e the dismissal or discontinuance of a particular --------------------------------------
lb proceeding that seeks to asse:rt a dght or remedy on behalf of 

------------------------------- -------------17 the corporation. For purposes of this section, a director or 
-----------------------------------

18 ott-ier person is --disinterested" if the director is not the owner --------------------------
19 c;f more than one percent of the outstanding shares of ... or a ------------20 present or fc1rra1;:r of fie er-, e.n1p.loy-e.e. or agent of. the 

---------~----------------------
21 corporation or of a re fated cc,rpo1&tion and has not been made or 

22 threatened to be made a party to the proceeding in question. The ---- • ------- --------------------------23 conITTitte~, once established, is n~t subject to the direction or -----------
24 controf of. or termination by~ the board. A vacancy on the -----------------
25 committe~ may be fil fed by a majority vote of the remaining -----------------
2& members. The good faith determinations of the commi-ttee are 

----------------27 binding upon the corporation and its drrectors. officers. and 
--------------------------- --------------28 shareholders. The c~mmittee terminates when it issues~ writte~ 

29 report of its determinations. 

30 

31 

Sec. 44. (302~.r25il (STANDARD OF c □f'iDUCT •. J 

Subdivision 1. (STANDARD; ll461LlTY~l A director shall 

32 discharge the duties ~f the position of director in good faith, 

-----------------------------33 in a manner the director reasonabry believes to be in the best 

---------------------3·4 int&re.s.ts of the corporation. and with ttie car-e an o.rdinarily 
-----------------------

35 pr-udent person in a I ike position would exercise under simil!lr 
---------------------------------------------------

36 ci rcu:nstances. A person who so Pe rf or-ms those duties is not 

37 liable by re~son of being or havin9 been a director of the 

-------------------------------------------------
34 
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1 corporation. 

2 Subd •. 2. IRELIA:KE.J (&J A director is entitled to rely on -----------------------3 infornation, opinions, reports, or statements, incJuding 

4 financial statements and other financial data, in each case ------------
5 prepared or presented by: ------------~-----
6 ll) One or mor& officers or employees of the corporation ------------7 wh o:n the d i r e ct o r r ea s ona b f y be l ie v es to b e re Ii ab I e a nd ____________________________ __. 

8 co~petent in the matters presented; 

9 (2) Counsel, public accountants. o..- other persons as to 

10 natters that the directer reascnabfy befieves are within the 

11 person's professional or expert com~etence; or ---~----------------------
12 (3) A committee of the board upon which the director does 

13 not serve, duly established in accordance with se~tions 39 and 

----------------------------------------------14 40 • as to matters within its designated author- ity, if the ----------------------15 director reasonably believes the committee to merit confidence. 

----------------- ---------------------lb tbJ Paragraph hl does not apply to a director who has 

------------17 knowledge concerning the matter in question that makes the 

le reliance othe~wise permitted by paragraph ,aJ unwarranted. 
-----------------------------------19 5ubd. 3. (PR[SUMPTION OF ASSENTi DISSENT.) A director who 

--------
20 is present at a r.ieet ing of the board when an act ion is approved 

21 by the affirmative vote of a maJ01ity of the directors present 

22 is presumed to have assented.to the action approved• unless the 

23 director: 

24 (a) Objects at the beginning· of the meeting to the 
---------------------------------

25 transaction of business because the meeting is not lawfu i ly 

--------------- --------------------------26 c1.lled or convened and does not pa.rtfcipate therea.fter in the 
--------------------·--------------------

27 meeting; or 

26 (bJ Votes against the action at the meeting.· -------------29 Sec. 45. l302A.2551 lDIRfCTOR CONFLIClS OF lNTEREH .. J 

30 Subdivision 1. [CONFLICT; PROCEDURE WHEN CCTijfLICT ARISES.I 
----~-----

31 A contract or other transaction between a corpor~tion and one or 
------------------------------- --~~------

32 more of its directors, or between a c.orpor-ation and ;~n 

---------------------------------
33 organization in or· of which one 01· aio.-e of its diiectors ace 

---------------
34 directors, officers, or- legal repre::entatives or have a material 

--------------------------------.·---------------
3 5 f i n a r. c i a I i n t er-est , i s n at v o , d o r v o i d a b I e be ca u :i e the d i re c t o r· 

----------------------------------------------~-----
36 er directors or the other organizations are i,ar'ties or b~cause 

---------------------------------------------------37 the di rector or directors are present at the maeting of the 
----------------------------------·------------....------------
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sn~raholders or the board or a committee at which the contract ----------------------------
0 r t ran sac t i on i s :au t ho r i zed • a pp r o v e d , or r at if i e d, if : ------------------ ---------

(aJ The contract or transaction ilfas, and the person 

---------------------------
asserting the validity of the contract or transact ion sustains -------------------------
the burden of establishing that the contract or transact ion was, 

fair and ~easonable as to the corporation at the time it was 
----------authorized~ approved. or ratified; 

(b) The materia.l fact's as to the contract or trans:1.ction 

and as to the dir-ector's or directors-I".'- inter-est are fully 

dfsctosed or known to ·the shareholders and the cont~act o~ 

------------------------------trinsaction is approved in sood faith by the holders of a ---------. --------------------------
~ajority of the outstanding shares~ but shares owned by the ----~---------~-----------
interested director or dir·ectors shall not be counted in --------------determining the presence of a quorum and shalt not be voted; or 

tc) The material facts as to the contract or transaction 

and as to the dir-ector's or directors• interest are futty 

------------------------------
disclosed or known to the board or- a committee. and the board or ---------------------- --------------connittee author-izes, app~oves, or ratifies the contract or 

------------------ --------------------tr~nsaction in good f~ith by a majnrfty of the board or 

-------------------------
co11tmittee, but the interested dic-ector o, directors shaft not b& 

counted in deter-mining the presence of a quorum and shaft not ---------------------------------
vote. 

Subd. 2. (MATERIAL FINANCIAL INTEREST.I For purposes of 

th i S St! Ct i o n : 

la> A director does net have a materiat financial interest 
-------

in a resolution fixing the compensation of another director as a 

dir&ctor, officer, employee, er agent of the corporation, even 
----------·-----------------------
though the first dfrector rs arso receiving compensation from 

------------------------------------------
the corporation; and 

---------------
(b) A director has· a material financial interest in each 

--------------------------------------------~-
organization tn which the dtrector, or the spouse, pa~ents, 

--------
children and spouses of children, brothe,s and sisters and 

spouses of brothers and sisters of the director, or any 

coT!:>ination t'f them have a material financial interest. 

nH JCcRS 

Sec. 4f,. (:HJU.3011 [OHTCFRS REQUJ~fO.J 

/\ corporation sha 11 have onf: or Jlore natural persons 

-----------------------------
36 
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l exercising the functions of the offices, however· desi9nated, of 

2 chief executive officer nnd chief financiar officer~ --------------------3 .Sec. 47. l302A.305) (Dunes OF REQUIRED OFFICERS-I 

4 Subdivision I. lPRESUKPTIONi MODJfJtATI□ N-1 Unless the 
--------

5 articles, the bYlaws, or a resolution adopted by the board a..nd -------------------6 not inconsistent with the articles or bylaws. provide otherwise. --------------------
7 the chief executive officer and chief financial officer have the -------------------8 duties specified in this section. ----------------------
9 Subd. 2. [CHIEF EXECUTIVE OFFICER.I The chief executive 

1 O of f i c e r sh a l I : 

·11 fa} Have general active management of the business of the ----------------------------12 c o rp-o r a t i on ; 

13 (bl When present, preside. at all meetings of the board and 

14 of the share ha I d er s i 

15 tc) See that a.It orders and resolutions of the boa.rd are ------------------------------~-----------16 carried into effect; 

11 (dl Sign and de& iver in the na~e of the corporation any 

------------------18 deeds, mortgages, bonds, contr-acts or- other instr1Jments -----------------------------
19 pertaining to the business of the corporation, except in cases 

-----------------------
20 in which the authority to sign and deliver is required bY law to 

----------------------------------~----------
21 be exercised by another person or is eXpresslY delegated by the ------------------- -----------~------
22 article.s or bylaws or by the board to some other- officer or -------------- ·------
23 agent of the corporation; -----------------24 (el Maintain records of and,-whenever necessary. ceFtify --------------------------------------25 all proceedings of the board and the shareholders; and -------------~--------------------------

(f) P~~form other duties prescribed by the board. ___________ ...,._,_ 

27 Subd .. 3. [CHIEF FINANCIAL OFFICER.I The chief financial 

2d officer sha.11: 
---------

29 (a) Keep accun.te financiat records for the corporation; 

-----~------------------------------------
30 ( b) De ro sit a I I money, d ra.f ts, and ch eeks in. the= m me of 

--------------------------------------------
31 and to the credit of the corporation in the banks and 

------·--------
32 depositories designated by the board; 

---------
33 (c} Endorse fo~ depo~it all notes9 ~hecks, and drafts 

34 received bY the corporation as ordered by the board., making 

-------------------------------------------------35 proper vouchers therefor; 

36 (d) ~ender to the chief executive ofticer and the boardw 

37 -..ihenever requested, an account of at I transact ions by the chief 

37 



, -
/ 

~ - •"* 

i( 
··~ 

, _:..··,'-.. ~--:.-,.~_-_.; ~--~:...~~;;;::,~--l... 
- -- ... - ... ·- - - - - - .... -

(RE~I50R I PHH/CS 81-0284 

1 financial officer and of the financial condition of the 

---------------------------------------2 corporation; 

3 (e) ln the absence of the chief executive officer. preside 

4 at art meetings of the board and of the shareholders; and ------------·-------------
5 (f) Perform other duties prescribed by the board or by the ------------------·------------------
b chief executive officer. 

7 Sec. 48. [302A.3lll lOTHER OFFICERS .. ) 

8 The board may elect or appoint. in a manner set forth in 

9 the artictes or byla~s or in a resotutfon approved by the 

10 affi ruative vote of a majority of the directors present. any -------------------------------11 other officers or agent.s the board deems necessar::, for the 

-------------------------
12 operation and management of the corporation, each of whom shall 

----------------------13 have the powers, rights, duties. responsibilities, and terms in ------~----------------~-----------------------
14 office provided for in the articfe·s or bylaws or determined by 

------------
15 the board. 

16 Sec. 49. l3021..315J [MULTIPLE OFFICES.I 

17 Any nu~ber of offices or functions of those offices ma~ be 

------------ --------------18 held or exercised by the s.arr,e Person. lf a document must be 

19 signed by persons holding different offices or functions and a 

person holds or exercises more than one of those offices or 20 

-------------------------------------------------
21 functions, that person 'ilaY sign the document in. 1110re than one 

22 capacity, but onfy if the document indicates each capacity in ------------- ---------------- -------------23 which the person signs. 

24 Sec. ~O. [3Q2A.321l fOFFICE·R5 DEEMED ELECTED.I 

25 In the absence of an election or appofntment of officers t,.y 
--------

26 the board, the person or persons exer-cising the principal 
------~~--~-------------------------------------

27 functions of the chief executive office~ or the chief financiar 
------------------------ -------------

23 officer are deemed to have been elected to those offices. except ----------~--------
29 for the purpose of determining the location of the principal 

30 exgcutive office, which in that case is the registered off fee of ---~---------~--------------..------------··-----
31 the co r po rat ion. 

32 Sec. 51. l302L331J (CONTRACT RIG.HTS.l 

33 The erection or appointment of a person as an officer or 

34 ~gent does not, or itself, create contract rights. A 
---------------------------

35 corporation m~y enter tnto a contract with an officer or agent 
----------------------.------------------------~------

36 for 3 period of time if, in the boaird•s judgment, the r.ontract 

---------------- ---------------------
37 would be in the best interests of the corporation .. The fact 

--------------------------------------------
38 
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1 that the contract may be for a teFm tonger than the terms of the ---------------2 directors who authorized or approved ~he contract does not make -------------------·------
3 the contract void or voidabl&. 

4 Sec. 52. (302~.3411 (RESIGNATION~ REMOVAL; VACANCIES.I 

5 Subdivision 1. [RESIGNATION~} An office~ may resign at any 
-----------6 ti~e by giving written notice to the cor~o~ation. The 

--------- -------~-------7 resignation is effective without acceptance when the notice ls 

8 given to the corporation, unless a later effective date is ------------·-------- ----------------9 specified in the notice. ---------------10 Subd. 2. IREMOVAL.1 An officer may be removed at any time. 

• 11 with or 1Jithout cause, by a resolution approved by the 

-----------------------------
12 affirmative vote or a ~aJcrity of the directors present, subject 

----------------------------------------------~-13 to the provisions of a sharehotde• control agrE:ement. The ------------~--------14 rei10val is without prejudice to any conhactuar ri9hts of the 

15 officer .. 

16 !>ubd .. 3.. lVAC~NCY.1 A vacancy in an office because of 

17 death, resignation, r~movat, disqualification, or other cause 

18 may, or in the case of a vacancy in the offi~e of chief 

19 executive officer or chie-f financial officer shatJ, be filled 

--------------------------------20 for the unexpired portion of the term in the manner provided in 

---------------------------------21 the articles or bylaws, or determined by the board~ or pursuant 

22 to saction 50. 

23 Sec-. 53. [302A .. 351J t0flf~ATION-J 

2 4 Un l e ss P r oh i bit e d by the a r U c I es o r by I n ws or by a 

----------------~------------------2 5 re so I u ti on approved by the a ff i· rma the vote of a ma Jo r it y of the 
----·---------~-----------------

26 di rectors present, an office, elected or- appointed by the board 

27 may, without the approva & of the boar·d, de legate some or a I l of 

------------------------- ----------------------28 the duties and powers of an office to other persons. An officer 

29 kho delegates the duties or poHars of an office remains subject 
---------------- ·-----------------------------------

30 to the standard of cond~ct for an ~fficar with re$pect to the 
-----~------------------------------.---------

31 discharge of all duties and powe.rs so delegated. 
------------------------ --------------

32 Sec .. 54. [302A.3611 ISUt;DARD OF CONDUCT.I 

33 An office_r ~ha 11 discharge the dutfes of an off ice in good 
---------------------·-----------------------

34 faith, in a manner the offics1 reasonably believC?s to be in the 
---------------------------------------------------

35 best interests of the corporation, and with the c:1.re an 
-------------------------------------- •• -----------

36 ordinarily prudent person in a like po~ition would exercise 

3 7 u:, :i e r s i m i f a r c i r cu :r, s t a n c e s • A p e r son e :< e r c i s i n g t h e p r i nc i pa l 
------------------------------------~---------------~-

39 
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l functions ::,f an office or to whom some of at I of the dut i8s and 

2 ~owers of 2n office are delegated pursuant to section 53 is 
-------------------------------------

3 deemed an officer for purposes of this section and sactions 79 ---------------- ---------------
4 and 84. 

5 SHARES; SHAREHOLDERS 

6 Sec. 55. [302A.40ll (AUTHORIZED SHARES.I 

7 Subdivision 1- !BOARD HAY AUlHORJZE.J Subject to any 

8 restrictions in the articles. a corporation ma~ issue securities 

9 and rights to purchase securities when authorized by the board .. 
-----------

10 .Subd. 2. ITER~S OF SHARES.I Alf the shares of a 

11 co rpo rat i on: 

12 la) Shall be of one class and one series. unr~ss the 

13 articles estabfish, or authorize the board to establish, more 

14 than one cf ass or series; 

-------------15 (b) Shall be common voting shares having equa~ rights and --------~--
16 preferences in arl matters not otherwise provided for by the 

---------------------------------
17 board, unless and to the eicterat that the articles have fixed the 

------------•--..---------------
18 relative rights and preferences of different classes and series; -----------------------~~-----. ----------
19 and 

20 (cl Shaf I have, unless a diffe~ent par varue is specified 
-----------------

21 in the articles, a par value or one cent per share. solely for 
----------------------------------

22 the purpose of a statute Ol" regulation imposrng a tax or fee 
---------- --------------

23 based_upon the capitalization of a co~poration, and a par value -----------------------
24 fixed by the board for the purpose of a statute or regulation ---------------- -----------------
25 r~quirinq the shares of th~ corpo~ation to have a par value~ ------~-------
26 Sub-d .. 3. [PROCEDURE FOR FIXIflG TERMS.} ( al Subject to any 

27 restrictions ~n the articles, the power granted in subdivision 2 
----------------------- ----------

2fi may b~ exercined bY a resofution approved by the affirmative 

29 vote of a ~ajority of the directors present estabf fshing a ~lass 

------------------------------------------------
30 or serie~, setting fort·h the designation of the class or series, 

----------------------------------------
31 and fixing the relative ri~hts and preferences of the ~lass ~r 

------------------- ----------~---
32 series. 

33 (b) A statement setting forth the name of the corporation 
---------------- --------------------------

34 and the text of the re~oJution and certifying the adoption of 

35 the resolution and the date of adaptfon shalJ be filed with the 
------------------------------------------------------

3b se-cretary of state before the issuance of any shares affected b)' 

------------------------------------------------------
37 the resolution. The resolution is effective when the statem~nt 

40 
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l has been filed with the secretary of state. --------------------------2 Subd. 4. [SPECIFJC TERMS.I Without limiting the authority 

3 granted in this section, a corporation ma~ issue shares of a 

4 class or series: 

5 CaJ Subject to the right of the corporation to redeem any 

6 of those shares at the pdce fixed for their redemption by the 

7 a~ticles or by the ~oard; ----------------a (b) Entitling the shareholders to cumulative. partialJy 

9 cuTiulative, or noncumulative distributions~ ---------------
10 Cc? Having preference over any class er series of shares 

·n for the pa_y;nent of distributions of any or all kinds; 

12 Cd) Convertihl& into snares of any other cl&.ss or any 

13 series of the same or another class; or 

14 (e) Having ful I, part far, or no voting r-ightsp except as ----------------15 provided in ~action 15. 
-----------------

lb Sec. 56. [302A.403J [SUBSCRIPTIONS FOR SHARES.,} 

17 Subdivision 1. lSIGNfD WRITING.I A subscription for 

16 shares~ whether made before or after the incorporation of a 
----------~------------------------19 corporation, is not enforceable against the subscriber- unless it 

20 is in writinq and signed by the subscriber. 
-------------

21 Subd .. 2. [ IRREVDC.t.BLE PERIOD .J A subscii:pt ion for Shares ----------~---
22 of a corporation to be incorporated is irrevocabfe for- a period 

----------------'---- -----·--------23 of six months, un(&ss the subscription agreement provides for, 

----·---------------------------24 or- unless 311 of the subscrib-ers consent to, an earlier 

-------------------------------
25 revocation •. 

20 Subd. 3. [PAV!-\ENT i IMSTA.ltMErHS .. l A subscrh>t ion for 

2 7 sn a re s • whet h e r mad~ be f ore o r a f t e r th e i n co r- po r a. t f on o f a 

------------------------------------ -----------23 co~poration, shaf f be paid in full at the time or times, or in 
------------------------------------------

29 the instalf,nents, lf any,. specified in the subscriptfon 

-------------------------------
30 agreament. In the absence of a pr-ovisron in the subscription 

---------------------~----------~--------
31 agregment specifying the time at which the subscript ion is t~ be 

--------------------------~--------------------------
32 paid, the subscript ion shall be paid at the tlme or times 

--------------------------·----
33 deter-mined bY the board~ but a cal I made by the boarJ for 

----------------- -------------------
34 payment on subscript ions shal I be uniform for all shares of the ----~--------~---- .---------------~-----------
35 sa11e class or for all st1arr.s of the :.amc ~eries .. 

---------------------------------------
36 Subd. 4. [KETHCD CF COLLECTION; FORFEITURE; CANCELLATION 

37 0~ SALE Fu~ ACCOUNT Of SUBSCRlOER.J fa) Unless otherwise 
-----------------

41 
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1 provided in the subscription agreement, in the event of default 

2 in the pay~ent of an installment or call when due, the 
-------------------------3 corporation may proceed to collect the amount due in the same -------------4 manner as a debt due the corporatton. or t~e board m~y declare a 

-----------------------------5 forfeiture of the subscription or cancel it in accor·dance with 
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--------------------------------------
this subdivision. 

Cb) A forfeitu,-e of the subscription shall not be declared -------------------------against a subscriber unless the amount dua remains unpaid for a --------------------------.--
period of 20 days after wrftten notice of a demand for paymant __________________________ .....,. _____________ _ 
has been given. Upon -forfeiture of. the subscript ion. the shares ------------------------- -----------------------subscribed for- may be offere.d for· sale h' the corporation for a 

--------------------·--------------price in money equal I ing or exceeding the sum of the futt 

balance owAd by thP delinquent subsc~iber plus the expenses 

incidental to the sale. The· excess of net proceeds realized by 

---------------------------------------------------tha corporation over the sum of the anount owed by the -----------
delinquent subscriber p(us thE: t:xpenses incidental to the sale 
-----------------------·-----------------------------
sh311 be paid to the delinquent subscriber or to~ legal 
---------------------- -------------------representative. The payment shalt not exceed the amount 

actual IY paid b~ the delinquent subsc~iber. 

-------------------tel If, within 20 days after the corporation offers t·o sefl 
------------------------------ --------------

the shares subscribed for by the delinquent subscriber, no 

prospective purchaser offers to purchase the shares for a money -------- --------------
price sufficient to pay the sum of the fuf f balance owed by the --------------------·----- --------
delinquent subscriber plus the expenses incidental to the sale, -----------------_or if the corporation has refunded to the subscrib.el' or a legal ------------------~---------------------------representative a portion of the subscription price actually paid 
-----------------------------------
that exceeds ten parcent of the subscription pric-, the ----------- -- ------------------------------
su~scription may b~ cancel red and the shares subscribed for may ----------------------------------- --------
be cancelled and restored to the status of authorized but 
------------------.----------------------------
unissued shares. The ~~rtlon of the purchase pri~e retained by 

----------------------------------the corporation that does not exceed ten percent of the 
---------------~-------------------~------------
subscription price is forfeited to the corporation. ----·-----------------------------

Sec. 57. l302A.40St (CUNSIDERAll □ N fOR SHA.RES: VHUE U.0 

PAY~ENT; LIABILITY.l 

Subdivision 1. (CONSlDERATIDN; PROCEDURE-I Subject to any 

restrictions in the articles: 

(a) .Shares may be is:Jued for any consider at ion. including, 
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I without linitation, money or other tangible 0£ intangible 

--------------------------2 property received bY the corporation or to be received by the -------------3 ~orporation under a written agreement, or services rendered to 

4 the corporation or to be rend&red to the torporation under a -------------------------5 written agreement, as authorized by resolution app1·oved by the 

6 affirmative vote of a majority of the directors present, or 

j approved by the affirmative vote of the holders of a majority of 

8 the voting shares present, valuing afl nonmonetary consideration --------------------------
9' and establishing a price in mone·Y or other consider at ion, _or a ---------------------------

10 minimum price, or a generaC formula or method by which the pri.ce. ---------------------------
• 11 wilt be det~rmined; and 

----------------12 Cb) Upon authorization by resolution approved by the -----------------------
13 affirmative vote of a majority of the directors present o~ 

14 approved by the affirmative vote of the holders of a majority of 
------------ .-------------~-~-------------■--------

15 the voting shares present, the corporation may. without 

16 consi·deration, rssue its own shac-es in exchange for or in 
-------------------------------------

17 convecsian of its outstanding snares,- or issue its own shares 

-----------------------------------------------
18 Pro rata to its shareholders or the shareholciers of one or more ------------------------------------
19 classes or series, to effectuate share dividends or spJits, 

-----------~----------- -------------------20 including reverse share splits. No shares of a cJass or series 

21 sha 11 be issued to the ho I de rs of shares of another cl a.ss or-

22 sedes, unl e~s the issuan,e e.ithe1 _is expressly prov idsd for in 
-------------■--------------·------------------23 the articlas or is approved at a meeting b~ the affi~mative vote 

---------------24 of the hot ders of a majority of a.I I voting shares of the same 
-------------------------------

25 ~lass or series as the shares to be issued. -----------
26 Subd~ i. (VALUE; LIABlLITY.l lha dete~minations of the 

27 beard or the shareholders as to the amount or fait vaJue or the 
-------·---------------------------------

26 fairness to tlie corporation oi the consideration re-ceive-d or to 
-------------------------------

29 be raceived by the corporation for its shares or the terms of 
-----------------,...-~----------------------

30 payment, as well as the.agreement to issue shares for that 

31 considerntion, are presumed tc be proper if they are made in· 
--------------------------------- -------------32 gcod faith and on the ba~is of accounting methods, or a fair 

33 valu3tion or other method, rea~cnable in the circumstance~. --------------------
34 Di rectors or shareholders ~ho are p£esert and entitled to vote, 

3 5 a n d w h o , i n tent i on a I I y or w i th o u t re as on ab J e i n v es- t i g at i on, f :1 i I 

3e to vote a9ainst approving an issue of shares fo~ a con~ideration 

37 tr,at is unfair to the corporation, or overvalue property or 
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1 services received or to be received bt the co~poration ~s ------------------
2 consideration for shares issued, are jointly and severaft~ ---------------------------------------3 liable to the corporation for the benefit of the then ------------·----- ------------------4 sh3reholders who did not consent to and are damaged by the 

5 action, to the extent of the damages of those shareholders. A -----------------------------
6 director or shareholder against whom a claim is asserted ----------------- ------------------7 pursuant to this subdivision. except in case of knowing --------------------------
e participation in a de-I iberate fraud, is entitled to contribution -----------9 on an equitable basis from other directors or shareholders who 

10 are liable under thi~ $ection. --------------------·n Subd. 3. lPAYHfNTi Lll&JLITY; CONTRlBUTlfiij; STATUTE OF 

12 LIM I TA Tl ON S. 1 la} A co rpo r:-2 t ion sh al J issue on t y shares that a re 

13 nonassessable or that are assessable but are issued with the -----~-------------·-----·----14 unanimous consent of the shareholders. •N'onassessableu shares --------------------
15 a re shares f o~ wh tch the agreed consider at ion has been fu I ly -----------------·------lo paid, delivered, or rendered to the corporation. Consideration 

-----------------
17 in the form of a promissory note. a check. or a written 

------·----------------------------------
18 a g re eme n t to transfer property or render services to a ----------------------------
19 corporation in the future is fully paid when the noth check. or --------~----------------------------
20 written agreement is delivered to the corporation. 

---------------------------------------
21 (bJ If shares are issued in violation of raragraph (al,- the --------------------
22. fof lo~ing persons are Jointl~ and severally liable to the ______________ _... ______________________ _ 

23 corporation for the difference between the agreed consideration 

24 for the shares and the ~on~ideration actually received by the ---------------------
25 ~ o rpo r-a ti an: 

26 (J) A director or shareholder who was present ~nd entitled 

21 to vote but ~ho fai fed to vote against the issuance of the 

28 shares knowing of the- violation; 

-------------------------
2.9 (21 The person to whom the shares were issued; and --------------
30 (3) A successor or· tra.nsferee of the interest in the -------------------------------------
31 corporation of a person des~ribed in clause llJ er (2}p ------------------- ------------------
32 including a purchaser of shares, a subsequent assignee. 

33 successor, or transferee, a pledge~, a holder ~f any other 

---------------------------------34 :iecurity interest in the assets of the corporation or shares 

--------------------------
35 o,ranted by the. person described rn clause tlJ or l2), or a legal 

36 representative of or for thr: per~on or- estate of the person, 

----------------------------------------------
37 w·iich successor, tr·ansfer-ce, purchasP.r, assiqnee, µledgee, 
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l holder, or representative acquired the interest knowing of the -------------------2 vi o I at 1 on • 

3 (cJ (l? A ptedgee or. holder of any other security interest 
----------------------------4 in all or any sha~es that h~ve been issued in violation of 

5 paragraph fa) is not liable under paragraph (bl if all those --------------------------6 shares are surrendered to the corporation. The su~render does 
---------------

7 not impair any r· ights of the pledgee or ho Ider- of any other 

8 security interest agafnst the pledgor or person granting the ----·----·-----------------
9 security interest. 

10 f2) A pledgee. holder of sny other security interest~ or 
---------

11 legal representative is I iab te under paragraph (bl only in that 

12 capacity. The I iabil itY of the person -under paragraph CbJ is -------------------13 limited to the assets held in that capacity for the person or 

--------------.------------------
14 estate of the person described in cfause (II or C21 of paragraph --------------------------15 (b). 

16 (3) Each person I iaole under paragr-aph Cb) ha.s a fu 11 r-ight 

--------------------------------------------
17 of contribution on ao equitabl~ basis from all other persons 

---------- -----------------
18. I iable under paragraph (bJ for the sa'lle transact ion .. 

19 (4) An action shal I not b~ maintained against a P&rson 

20 under paragraph Cb) unless commenced within two years from the 
-------------------------

21 date on which shar-es are issued in vlolation (jf pira.graph (a). 

----------------------------~--------------
22 Sec • 5 B • [ 3 0 2 A • 4 0 9 f [ R I G HTS TO P UR CH AS E .. l 

23 Subdivi~ioo 1. (DEFINITION.I •Right to purchase• means the 

24 right, however desi9nated, PUr$uant to the terms of a security ----------------------------25 _or agreement. entitJ fng a person to subscribe to. purchase, or 

----------------------26 acquire securities of a corporation1 whether b-y the exchange or 

----·----------------------------
27 conv~rsion cf other securitie~, or by the exercisQ of options. --------------------------- ---------
2~ warrants, or other rights, or oth&rwise, but excluding -------------------29 pree~ptive rights. 

30 Subd. 2. IlRANSfE~ABlLJTY; SfPtRABILITYcl Rights to 

31 purchase m~y be either trarsferable 01 nontransferable and 

----------------------------------- ----
32 either sep.arable or inseparable fp,om other securities ~f the ---------------- _____________________ .,. ______________ _ 

33 corporation, as the boa~d may determine under this sect ion. 
---·-------------------------------------

34 Subd. 3. (ISSJA.NCE PFRMITlED.I A corporation may issue. 

35 riqhts to purcha~e if: 

36 la) Shares i:::suable upon the exercise of ll.fl c,utshnding 

37 rights to purch&se, inc ludin~ the eights to purchase that are to 
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1 be issued, are authorized under s~ction 7, subdivision I, and 
---------

2 are unissued; and 

3 lb) The terms. provisions, and cond;tions ~f the rights to 
-------------------------------

4 purchase to be issued, including the conversion b~sis or the 

5 price at which securities may be purchased or subscribed for, 

b are fixed by the board, subject to ant restrictions in the -----------------
7 arUcles. 

8 SubJ. 4. (TERMS SET FORTH.I The instrument evidencing the ---------------·---
9 right to purchase or, if no instrument exists, a transaction 

10 statement,- sh al I set forth In full, summarize, or incorporate by 

·11 reference al I the terms, provi.sions, and conditions appf icab le ------------------ ---------12 to the right to purchase. 
----------------

13 Sec. S9. (302A.413J (PREEMPTIVE RlGHTS.l 

14 Subdivision 1. (PRESUKPTJON; HODIFICATION.l Unless denied 

15 or li~ited in the articles or by the boa,d pursuant to section ------------
lb 55~ subdivision 2, clause (bJ, a shareholder of a. corporatton 

--------------17 has t~e presm~ttve rights provided in this section. ----------------------------
18 Subd •. 2. IDEFIUITION .. J A preemptive right is the right of ---------------------19 3. shareholder to ac1uire a certain fraction of the uni~sued 

20 securities ~r rights to purchase securities of a corporation 
-----------------------------------------------

21 ·before the co,·poration may offer them to othe~ persons. ------·------------
22 Subd. 1. [ WHEN RIGHT ~-CCRUES ., A shareho I de1· has a 

23 preemptive right whenever the corporation proposes to. issue new ---------------24 or additional shares or rights to.pu~chase shares of the same --------------------------------
25 ~lass or series as those hefd by the shareholder or new or 

--------- ----------------------26 additiona.1 secur~Hes other- than ~hares. or rights to purchase --------------------------------------------27 securities other th3n shares, that are exchangeable forp ----·---------2e convertible into, or carry a right to acquire new or additional 
------------------·-----------

29 shares of the same crass or saries as those hefd by the 

----------------------------------
30 sh ;i reh o I de r. 

31 Subd. 4. {EXEMPTJONS .. l A shareholder does not have a 

32 preemptive right to acquire securities or rights to purchase 
---------------------

33 securities that are: 

34 (a) Issued for a consideration other than money; 

35 (b) !:.sued pursuant to a plan of merger- or exchange; 

36 Cc) Issued pursuant to an emploiee or incentive benefit 

37 plan apprav~d at a meeting b1 the ~ffirmative vote of the 
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1 holders of a majority of a rt voting shares: 

----------------------------2 (d) Issued upon exercise of previous! y issued r· ights to 

----------- -----------------3 purchase securities of the coi:po,ation; -------------~--------·-------
4 (e) Issued pursuant to a public offering of the ---------------5 corporation's securities or rights to purchase securities. For 

---------- -----------------
6 purposes of this clause. "public offering• means an offerlng of ----------- ------------------7 the corporationPs securities or rights to purchase sgcurities to 

-----------·----------------------------·---·----a the general public; or 

-----------------
9 Cf) Issued pursuant to a plan of reorganization approved br 

10 a court of competent Jurisdiction pursuant to a statute of thls 
----------·--------------

11 state or of the United States. -----------
12 Subd. 5. (FRACTION TO BE ACCUIRED.J The fraction of the ---------13 new issue that each shareholder maY acquire by exercise of a 

----------- -------------·-----------.-------14 preemptive right Es the ratio that·the number of shares of that ---------------15 class or series owne.d by the shar-ehotder before the new issue 

------------------------------------16 bears to the totaJ number of shares of that cf ass or series 

---------17 issued and outstanding be.fore the new issue~ for purposes of_ 
---------------------------------------------------

18 determining pursuant to this subdivision the total number of 
--. -------~---------- -~----------------

19 shares of a class or series issued and outstanding at a 
---------------- --------------20 particular trme, al I shares of that cl a~s 01· s-eries issuable 

--------------------------------------
21 upon a conversion or exchango or· upon the exer-cise of Fights to ----------------------------------------
22 purchase are considered issued and outstanding at ~hat time. 

---------------- - - ---------
23 Subd._ 6. (WAIVER~J A shareholder may waive a preemptive 

------------------24 right in writing. The waiver is binding upon the shareholder 
---..--------------------- --------·------25 whether or not consideration has been given for the waiveF. -------------------26 Unless otherwise provtded in the waiver, a waiver of preemptive 
------------------- -------------------------27 rights rs effEctive only for the proposed issuance described in 
------------

2a the waiver-. 

29 Subd. 1. IPHJTIC.E. 1 Wherl propcsin~ the issuance of 

30 securities \..dth r-e!:pect· to which shareholdars have pr-eemptiv~ 
----------------------------------------- .-------

31 rigf"lts unde.r this section, ttie board shall cause notice to o-e 

----------------- ----------------32 given to each shareholder entitled to preemptive rights. The 

33 notice shaJ I be given at lea~t ten days before tho date by ~~ich --------------------
34 the shareholder must exer-cise a p~eemptive r·ight and shall 

--------------------------------------------
35 contain: 

36 Ca) lhe number· or amount of securities with respee-t to 

37 ';ihich the sharehold,n ha~ a pree1T1ptive rEght. and the method 
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1 used to determine that number or amount; 

---------------------------------Z (b) The price and other terms and conditions upon which the 

3 shareholder may purchase them; and 
---------

4 Cc) lhe time within which and the method by whi~h the ----------------------5 sha reho f der must ex ere ise the right. 

b Subd°. 6. (ISSUAMCE TO OlliERS.J Securities that are su:>ject 

7 to preemptive rights but not acquired by shareholders in the ------------8 exercise of those rights may, for a period not exceeding one ------------9 year after the date fixed ~Y the board for the exercise of.those ------------------------------------10 preemptive rights, be -issued to persons the board dete~mines, at -----------------------------------11 a price not less than, and on terms no more favorable to the 

12 purchaser than, those offered to the shareholders. Securities -------------------
13 that are not rs-sued during that one year per-iod shall, at the ------------------------------14 expiration of the period, again become subject to preemptive ------------- -----·---------~--------15 rights of shareholders. ---------------
16 Sec. bO. [302A.417l [SHARE CtRTlflCATES; rsSUAMCE AND 

17 COKTENTS; UNCERTIFICATED SHARES.J 

H Subdivision 1. lCERTlFICATED; UNCERTIFICA.TE.D.l The shares 

19 of a corporatton shal I b& eithe~ c~rtificated sha~es or 
------------------- -------------------20 uncertiticated sh&.res. Each holder- of certificated shares issued -----------------------------------------------

21 in accordance with section 57, subdivision 3• paragraph (a) is 
-----------------------22 entitJed to a c~rtificate of shares. -----------23 Subd. 2. ICERllfl(ATES; S[GNATURF REQlHRE·D.1. Certificates 

24 shall be signed by an ag&nt or officer authorized in the 

--------------25 ~rticles or bylaws to sign share certificates or. in the absence -----------26 of an authorization,. by an ofiicer. 
----------------------------

27 Subd. 3. lSlGNATURF VALID.I If a person signs or has a 

2e facsimi IP signatur·e- placed u-pcn a cl!rtificate while an officer,. --------------~------
29 transfer agent, or registrar of a corporation. the ce~tificate ----------------------------
30 may be issued by ths corporaticn, even if the person has ceased 

-----------------------------------
31 to have th3t capacity before the certificate is issuedr with ·the 

32 zame effect as if the PErec~ had that capacity at the· date of 
_,.. _________ ~----.----------------- -----------

33 its issue .. 

34 Subd~ 4. [FORM OF CERTJFTCATE.J A certificate representing 

( 
35 

" 

shares of a ca~poration ~hall contain on its face: 
-------------------' ------------------------"-----· 36 ta) Thr name of the corporation; 

---------------·-----------
37 ( b) A statement that the corporation is incorporated under 
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1 the laws of this state; 

2 (c) The name of the person to whom it is issued; and 

3 ld) The number and class of shares, and the designation of ---------------------4 the series. if any. that the certificate represents.· 

------------------5 Subd •. 5. (LIMITATIONS SET FORTH.J A certificate 

o representing shares Jssued by a corpor-ation authorized to issue -------------1 shans of ;nore than one. class or series shafl set forth upon the -------------------- -----------8 face or back of the certificate, or shall state that the 

9 corporation will furnish to anY shareholder upon request and --------------------··----·----10 without charge, a furl-statement of the designations. 

------------------- ----------------11 preferences, limitations, and relative r·ights of the shares of 

12 each class or series authorized to be issued, so far as they 
---------------------------------13 have ~een determined, and the authority of the board to 

14 determine the relative rights and preferences of subsequent 
--------- -----------------15 cl~sses or- serf&s. 

--------------16 Subd. 6. [PRl~A F~CJF fVJDENCE.l A certificate signed as 

17 provided in subdivision 2 rs prima ~acie evidence of the --------------------------------------------
18 o~nership of the sh~res referred to in the certificate. 

19 Subd. 7. [UNCERTlflCATED SHARES.] Unle~s uncertificated 

2.0 shares are pr-ohibited by the articf"es or bytaw.s, a r-esotution 

-------------------------------------------------
21 approved by the affirmative vote of a majority of the dir-ectoc-s 

22 present may provide that some or at I of any or at t classes and -----~-~----~----------------~---------23 series of its sha~es will be uncertificated shares- The 
-------------------------------~----------.-----

24 resorution does not aPPIY to share-s represented b:t a certificate --------------- ------------25 ~ntil the certiffcate is sur~ende~ed to the corporation. ~ithin 

-------------------------------------------·----------26 a reasonable tiQe after t~e issuance or transfer of 

---------------
27 uncer-tiflcated shares, the corporation shalt send "to the new 

---------------------------------
28 shareholder the information required by this section to be 

-------------------------------~------------29 stated on c~rtificates. Except as otherwise expressly provided --------------------~------------
30 by statute. the rights a·nd obligations of the holders of 

31. certificated and uncartif icated shares of the same class ~nd 
--------------------------·-----------.-----. • -----------

32 series are identfcaf. 

33 Sec. 61. (302A .. 419J (LC.ST SHARE CERTIFICATES; 

34 ~EPLACEHEnT.I 

_35 Subdivision 1. IISSUAN.CE .. I A new share certtfic.3te may be -----------------------
36 issued ~ursuant to Kinnesota Statutes. Section 336.8-405 in 

37 rtace of one that is af l~yed to have been lost, stolen. or 

------------------------------------------------
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1 destroyed. 

2 ~ubd. 2. (NOT OVERISSUE'.J The issuance of a new 

3 certificate under this section does not constitute an over-issue ---------------------------4 of the shares it represents. 

5 Sec. 62. [302A.423J [FRACTIONAL SHARES.I 

6 Subdivision 1. lJSSUAUCE; ALTERNATIVE EXCHANGE.I A 

7 corporation may issue fractions of a share origin~lly or upon 

8 transfer. If it does not issue tractions of ;:t share. it sha I l 

9 in connection with an origina-l issuance of shares: 

10 (a) Arrange for the dispositi.on of fractional interests by 

·11 those entitled to them; 
--------------

12 (b) Pay in money the fair: 'lal ue of fractions of a share as 

13 of the time when persons entitled to receive the fractions are 

14 determined;- op; 

15 le) Issue scrip or warrants In registered or bearer form 

16 that entitle the holder to receive a certificate for a full -~---------------17 sh~re upon th~ surrender of t~e scrip or warrants aggregating a -------------------------18 ful I share. 

19 Subd. 2. [RESTRICTIONSr RIGHTS.I~ corporation sh~ll not 

20 pay ITToney tor fractionar shares if that action would result in -------------------
21 the cancel I at ion of more than 20 percent of the outstanding 

22 shares of a class. A determination by the board of the fair 

23 value of fractions of a share is conclusive in the absence of 

24 fraud. A certificate or a transaction statement for a 

25 fractional share does, but scrip or warrants do not unless they ------------26 provide otherwise, entltle the shareholder to exercise voting 

27 rignts or to receive distributions. The boar·d may cause scr-ip or 

28 warrants to be issued subject to the ccndition that they become 

29 void if not exchanged for full shares before a specified date. ---------------
30 or that the shares for which scrip or warrants are exchangeable 

31 may be sold b:t the corporation and the pr-c,ceeds distributed to -------------------------- ---------------
32 

33 

the holder of the scrip or warrants. or to any other condition 

or set of conditions the board cnay impose. ----------------------------34 Sec~ &i. (302A.425J fLIABILITY □ F SUBSCRIBERS AND 

.35 SH AREH □ LDER S W 1T H RESPECT TO SHARE 5 .I 

3b A subscriber fQr shares or a shareholder of a corporation --------------------37 is under no obligation to the corporation or its creditors with 
--------------------- -----·------
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1 respect to the shares subscribed for or owned, except to pa:1 to 

-----------------2 the corporation the full consideration for which the shares are 

-------------------
3 i s sued o r t o be. i ss u e d • -------------4 Set. b4. (302 •. 4291 (RESTRICTION ON TRANSFER OR 

5 REGISTRATION OF SECURITIES.! 

6 Subdivision 1. (HOW IKP05ED .. J A restriction on the 

7 transfer or registration of transfer of securities of a 

a cor-poration may be imposed in the articles. in the byta.ws, b.y a 

9 resolution adopted by the shareholders.- or by an agreement among 

10 or other written action by a number of shareholders or holders 

• 11 of other secur-it ie;r or among them and the corpof'at ion. A 

12 .restriction is not binding with respect to securities issued --------------------------13 prior to the adoption of the restriction, unless the holders of 

14 those securities are parties to the agreement or voted in favor ----·---------------------------------15 of the restriction. 

16 Subd .. 2. (RESTRICTIONS PERMITTE.D.J A written r-astriction 

17 on the t~ansfer or registration of transfer of securities of a 
---------

18 corporation that is not manifestly unreasonable under the ----------------19 circumstances and ls noted conspicuously on the face or back of 

20 the certificate or transaction statement may be enforced against 

21 the holder of the restricted securities or a successor or 

22 transferee of the holder~ including a pledgee or a legal 

23 representative. Unless noted conspicuously on the face or back 

24 of the certificate or transaction statement,- a r-estrictlon,- even 

25 though pe~mitted by this section,. is ineffect~ve against a 

26 person without knowledge of the restriction---------------------------27 Sec. 65. [ 302A.4311 (REGULAR KEE TINGS OF SHUEHULDERS.J. 

28 Subdivision 1. [FREQUENCY-I Regular meetings of 

29 shareholders may be held on an annual or other less frequent 

30 periodic basis, but need not be hefd unless required by the ------~-----------31 articles or bylaws or by subdivision z. 
32 5ubd ... z. [DEMAND BY SHAREHOLDER.I If a regular meeting of 

33 shareholders has not been held du~ing·the immediately preceding -----------------------34 15 months, a shareholder or shareholders holding o~e percent or ------------------·---·--------------------
.35 more of al f voting shares may demand a regutal' meeting of 

---------.--
36 sh3reholders by written notice of demand given to the chief --------------------37 executive officer or the chief financial officer of the --------------------------------
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l corpo~ation. Within 30 days after receipt of the demand by one 

--------------------- ----------
2 of those officers, the board shall cause a regular meeting of 

3 sha reho Ider s to be ca I led and he Id on notice no I at er than 90 --------~---------
4 days after receipt of the demand, all at the exp~nse of the 

5 ~orporation. If the board falls to cause a regular meeting to 

6 be called and held as required by this subdivision, the 

7. shareholder or shareholders making tha demand may call the ----------------------------
8 meeting by giving not ice as requir-ed by section b7, al J at the ---------------------9 expense of the corporation. -------------------JO Subd. 3. lTIME; PLACE.I A regular meeting, if any, shall 

-~1 be held on the day or date and at t~e time and place fixed bY• 

12 ~£ in a manner authorized by, the articles or byla~s. except 

13 that a meeting called by or at the denand of a snareholder 

14 pursuant to subdivision 2 shalt be held in the county where the 
----------------~ --------

15 principal executive office of the corporation is located. -------------------------------------16 Subd. 4. [ELECTIONS REQUIRED; OTHER BUSINESS.I At each 

17 regular meeting of shareholders there shal I be an ele~tion of 

18 qualifiad successors for directors who serve for an tndefinita 
-----------·----------------

19 term or whose terms have expired or are due to expire within six 

-------------------20 months after the date of the meetlng. No other particular 
--.-----------

21 business is required to be transacted at a regular 111eeting. Any --------------------------
22 business appropriate for action by the shareholders may be 

23 transacted at a regular meeting. 
----·------------------

24 Sec. 66. (302A.433} lSPEClAL MEETINGS Of SHAREHOLDERS.I 

25 Subdivision 1. [WHO fl'iA.Y CALL.I Speciaf meetings of the 

26 shareholders may be cal led for any purpose or purposes at any -------------------------·----------27 time. by: 

28 faJ The chief executive officer;· 

------------------------tb) Tile chief financial officer; 

,cJ Two or more directors; 
------------------

29 

30 

31 (d) A person authorized in the articles or bylaws to c•IE 

32 special meetings; or ---------------
33 le} A shareholder or shareholders holding ten percerit or 

34 more of the voting shares. 

35 Subd. 2. (DEMAND BY SHAREHOLO~RS.l A sharehorder or 

36 sha.reholders holding ten percent o.- more of the voting shares 

37 may demand a special meeting of shareholders by written notice ------------ --------------
52 
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1 of demand siven to the chief executive officer or chief 

2 financial officer of the co~poratlon and containing the purposes 

------------ ------------3 of the meeting. Within 30 days after receipt of the demand by -----------4 one of ~hose officers, the board shall ~ause a speciat meeting 

5 of shareholder-s to be called and held on notice no later than 90 ----------------------- --------
b days after receipt of the decandT all at the expense of the 

7 corporation. If the board fails to cause a special meeting to be 

a cal&ed and held as required by this subdivision., the shareholder 

9 or shareholders making the demand may call the meeting ~Y giving 

10 notice as required bY section b7r air at the expense of the 

11 corpora ti on. 

12 Subd. 3. [TIME; PUCE.I Spe.c ia& meetings shat I be he Id on 

13 the date and at the time and pfac~ ~ixed by the chief executive 

14 officer, the board, or a person authorized by the articles·or 

15 bylaws to carr a meeting., except that a special aeeting called 

16 by or at the demand of a shareholder or shareholders pursuant to 

17 subdivision 2 shall be held in the county where the principal 

18 executive office is located. -------------------19 Suhd. 4. [BUSINESS LHtlTEO .. l- The business transacted at a 

20 special meeting is limited to the purposes stated in the notice ----------------------
21 of the meeting. Any business transacted at a.special 11eethg 

22 that is not included in those stated purposes is ~oidab(e by or ------------------------23 on behalf of the corporation. unless alt of the shareholders 

24 have waived notice of the meeting in accordance with section 67, 
-----------------------------------------

25 subdivision 4. 

2b Sec. 67. [302A.435l (NOTICE.I 

27 Subdivision I. [TO WHOf,t GIVE.t~.J Notice of a I l ireet logs of 

28 shareholders shall be given to every holder of voting shares, ------------------------29 except where th& meeting is an adjourned meeting and the date, 

30 time, and place of the meeting we,e announced at the time of 

31 adjournment. 

32 Subd .. 2. lWHfN G,IVf:N.J The notice shall be given at feast 
-----------

33 ten days before the date of the meeting, or a shorter time 

34 provided in the articfes or bylaws, and not inore than 60 days ------------------------------
_35 before the date of the meeting. 

-----------------36 Subd. 3. lCONT~NTS.J lhe notice shall contain the date, 

37 time, and place of the meeting. and any other information -------------------------
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l required by sections l to 125. Jn the case of a special 

-----------------------------2 meeting, the not ice shal I contain a statement of the purposes of ---------------- ---------------------3 the meeting. The notice ma~ also contain any other information -----------------4 require~ by the articles or bylaws or deemed necessary or -----------~--
5 desirable by the board or by any othe~ person or persons calling 

---------
6 the meeting. 

7 5ubd. 4. lts:AIVER; OBJECTIONS.) A shareholder- may waive 

8 notice of a meeting of sharehofders. A waiver of notice by a 

9 shareholder entitled to notice is effective whether given 

10 before, at, ~rafter the meeting, and whether given in writing• --------------------·-------------------• 11 orally, or bY attendance. Attendance hY a shareh~lder at a 

12 _meeting is a waiver of notice of that me~ting. except whes·e the ------------
13 shareholder objects at the beginning of the meeting to the 

14 transaction of business because the- meeting is not law fu I ly ----------------
15 called or convened. or objects before a vote on an item of 

16 b usi ne ss because the- item may not J awf u I ry be considered at th.at 

17 meeting and does not participate i.n the consider·at ion of the 

18 item at that meeting. 

19 

2.0 

----~----------Sec. ·68. [302A.431I (ACT OF THE SHAREH0LDERS .. I 

Subdivision I. (MAJORITY REQUIRED.I The sha~eholders shall 

21 take action b::t the af-firnative vot~ of the holders of a majorit:t ------------------------------
22 of the voting shares present• except wher-e sections l to 125 or -----------------------------------------23 the articles require a laFger proportion or number. lf the 

24 articles require a larger proportion or number than is required ---------------------- ------------25 by sections 1 to 125 fo~ a particular action, the articles -----~-------------
26 control. 

27 Subd. 2. fVOTING SY CLASS.I In any case where a cEass OF 

28 s:er·ies of shares is entitled by sections l to 125,- the articles, 

29 the bylaws, or the terms of the shares to vote as a class or -------~-------~---------------30 series, the matter being votad upon must afso receive the --------------~-----------~-------------~ 31 af f j rma ti ve vote of the ho Ider s of the same proport ion of th'3 -------------------------
32 shares of that class or series as is required pursuant to 

-----------------------------------~---__,._. 
33 subdivision I. 

---------
34 Sec. 69. (302A.44ll [ACTION WITHOUT A MEETING.I 

.35 An action required or permitted to be taken ~ta meeting of 
----------------------------

36 the shareholders may be taken withcut a ~eeting bY writ~en 

--------------------------31 action signed· b~ all of the shareholders entitled to vote on 
---------- ----------------

r;4 
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1 that action. The written action is effective when it has been 

Z signed by all of those shareholders, unless a different 

3 effective time is provided in the written action. -------------------------4 Sec. 70. (302A.443l [QuORUH.I 

5 The holders of a majority of the shares entitled to vote at 

6 a meeting present in person or bY proxy at the meeting are a 

7 quoru111 for the transaction of business, unless a la!"ger or 

--------------8 smaller proportion or number is p~ovided in the articles or 

9 bylaws. If a quorum is present when a duly called or held 

10 meeting is convened, the shareholders present may continue to 

• 11 transact business until adjournment, ~ven though the withdrawaf ----------12 of a number or shareholders originally present leaves less than -----------------------------------13 the proportion or number othe~wise required for a quorum. 
----. -- -------------------

14 Sec. 71. [302A.445l rvaTUG RIGHTS.I 

15 Subdtvision 1. fDETERMINATION~I The boacd m~y fix a date 

16 not more than 50 days, or a shorter time period provided in th.e 

17 articres or byfaws, before the ~ate of a meeting of shareholders 

------------------------------
18 as the date for the determination of the holders of voting _________________________ _,,_; __ _ 
19 sharas entitled to notice of and to vote at the meeting. When a 

20 date is so fixed~ onli shareholders on that date are entitled to 

-----------------------21 noti~e of and permitted to vote at that me~ting of shareholder~-----------------------------
22 Subd. 2. l CERTIFICATION Of BE~EFICIAL OWNER-I A resolution 

23 approved by the affi~mative vote of a majority of the directors -----------------------------------------24 present may establish procedure 1o.:hereby a shareholder 11ay ----------------
25 certify in writing to the corporation that afJ or a portion of -----------------26 the shares registered in the n~me of the shareholder are held ----------
27 for the account of one or more beneficial owners. Upon receipt 

28 by the corporation of the writing. the persons specified as -------------------------29 beneficizl owners, rather than the actual sha~eholder, are ------------------------
30 deemed. the sharehofders for th~ purposes specified in the ------------
31 writing. 

32 Subd. 3. (ONE VOTE PER SHARE~J Unless otherwise provided 

33 in the articles or bylaws or in the terms of the shares, a 
- -·-- - - ------------------ ---------

34 snareholder has one vot& for each share held. ---------------
.35 Subd .. 4. (NON-SHAREHCLDfRS.J The uticles may give or 

36 prescrif:e the manner of giving a creditor, se'-urity holder-, or 
------------------------------------

37 other person a right to vote under this sect ion. ------------ ------------
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l Subd. 5. [JOINTLY OWNED SHARES.I Shares owned by two or 

2 more shareholders may be voted by any one. of them unless the 
------------. -- ----------

3 corporation receives written notice from any one of them denytng 

4 the authority of that person to vote those shares. 

5 Subd. 6. [MANNER OF VOTl~Gr PRESUMPTION.I Except as 

6 provided in subdivision 5, a holder of voting sha~es ma1 vote 

7 any portion of the shares in any way the shareholder chooses. If -----------
8 a shareholder votes without designating the proportion or number --------------------·---
9 of shares voted in a particular way, the shareholder is deemed ------------10 to have voted al I of the shares in that way. 

-11 Sec. 72. [302A.447J (VOTING Of SHARES BY ORGA~IZATIOUS AND 

12 .LEGAL REPRESENT AT IVES .1 

13 Subdivision J. (SHARES HELD BY OTHER CORP□R.lTIDN.J Shares 

14 of a corporation re~istered in the na~e of another dcmestic or ----------------------------
15 f orelgn corporation may be voted by the chief executive officer -----------------------
16 or another legal representative of that corporation. 

17 5ubd~ 2. LSHAkES HELO BY ~UBSIDlARY.J Except as provided 

18 in subdivision 3, shares of a corporation registered in th~ name --------------------------------------
19 of a subsidiary are not entitled to vote on any matter. ------------------------Subd. 3. [SHARES CCHHROLLED I~ FIDUCIARY nPACTTY.l 5hat·e-s 

21 of a corporation in the nac:e of or under the contro I of the 

22 corporation or a subsidiary in a f rduciar-y capacity are not 

23 entitled to vote on any matte1, except to the extent that the -----~-------------------24 settlor or beneficial o..,ner possesses and exerci~es: a right to 

25 vote or gives the corporation binding instructions on how to 

26 vote the shares. 

27 Subd. 4. (\.'OlH:G BY CERTAIN RfPRESEiHATlVES.J Shares under 

2& the control of a person in a capacity -as a person&.! 

---------------------------29 representativet an administrator~ executorr guardian. 

30 conservator, or attorney-in-fact cnay be voted by the person, ---------------------31 eitner in person or by proxy. without registration of those 

32 shares in the name of the s:,erson .. Shares regtste,ed in the name -----------------
33 of a trustee of a trust o~ in the name of a custodian may be 

34 voted bY the person, either in person or by proxy, but a trustee -----------------------------
.35 of a trust or a custodian shall not vote shares held by the 

----------------------36 person unless they are regi~tered in the name cf the person. 
--------·------------------------

37 Subd. 5. (VOTJNG eY TPU.SlEE rn BA~KRUPH.Y OR. RECEIVER.I 
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1 Shares registered in the name of a t~ustee in bankruptcy or a 
-----------------------------

2 rec e i v e r ma y b e v c, t e d b ~ t he t r u st e e o r re c e iv er e i t he F i n ------------------------3 Person or by proxy. Shares under the control of a trustee in 
-------------------------------4 bankruptcy Oi a receiver may be voted by the trustee or receiver ------------------------5 without registering the sha~es in the name of the trustee or 
------------ --------------------------6 receiver. if authority to do so is contained in an appropriate -----------------1 or~er of the court by which the trustee or receiver was 
----·----------------------------

8 appointed. 

9 Subd. 6. (SHARES HELD B-Y OTHER ORGANIZATIONS.} Shares 

10 registered in the name of an organization not described in -------------------------------·11 subdivisions 1 to 5 D'laY be voted either in person or· by proKy by 

12 the legal representative of that organization. 

13 Subd- 7. (PLEDGED SHARES.I A shareho(der whose shares are 

14 pledged may vote those shares untif the shares are registered in -------~------------
15 the name of the pledgee. -------------------
16 Sec. 73. l302A .. 449l (PROXIES .. I 

17 Subdivision 1. AUTHORIZATION.I~ shareholder may cast or ---------
18 authorize the casting of a vote by fifing a written appointment 

--------------------19 of a proxy with an officer of the c.orporation at or before the 
----------------------

20 meeting at which the appointment is to be effective. An 
--------- ---------------21 appointment of a. proxy for shares held jointly by- t,Ht or more 

22 shareholders is valid if signed by any one of them. unless the 

23 corporation r•ceives from any one of those shareholders either ----------------24 written notice denying the authority of that person to appoint a 

--------------------------25 proxy or appointing a diffe~ent pcoxy. ----------26 Subd. 2. (DURATICN~l The appointment of a p~oxy is valid --------------------~~ 27 for 11 months, unless a longer peiiod is expressly provided in -------------------------28 the appointment. No appointment is irrevocable unless the 

29 appointment is coupted with an interest in the shares or in the 
---------------------~--------

30 eorporation. 

31 Subd. 3. [TERHINATJOH .. l An ap11ointment may be terminated 

32 at wi 11, unless the apJlointment is coupled with an interest, in 
----------------- ---------------33 which case it shall not be ter~inated except in accordance ~ith -----------·------------34 the terms of an agreement, if any, between the parties to the 

35 appointment. Termination may be made by fit ing written notice ----------------- ---------3o of the termination of the appointment with an officer of the 
------------------------

37 corporation, or by fJ!ing a new ws:-itten appointment of a proxy 
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l with an officer of the corporation. Termination ln either 
---------------------------------2 manner re·.-o"-es al I prior proxy appointments and ls effective 
------------- • -------------------

3 when fi(ed with an officer of the cor·poration. 

--------------------- --------
4 Subd. 4. lREV □ CATlON SY DEATH~ INCAPACITY.I The death or 

5 incapacity of a person appointing a proxy does not revoke the 

6 

7 

8 

9 

10 

. 11 

12 

13 

14 

15 

16 

17 

18 

19 

io 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

.35 

36 

----------- -------------------·-----authority of the· proxy, unless written notice of the death or -----------------------------incapacity is r&ceived by an officer of the corporatlon before --------------·------------the proxy exerci~es the authority under that appointment. 

Subd. 5. (MULTIPLE PROXJES .. I Unless the appointment 

specifically provides otherwiser if two or mo~e persons are 

appointed as ~roxies for a shareholder: 
--------

(a) Any one of them may vote the shares on ~ach item of 
-----------business in accordance with specific i.nstructions ce>ntained in -----------the appointment; and --------------
lb) lf no specific instructions are contained in.the 

appointment with respect to voting the shares on a particular 

------------------ -----------
item of business, the shares shall be voted as a. rnajori'tY of the 
------------------------------
proxies determine~ lf the proxies are equal ty dividedw the 

~hares shall not be voted. ----~---------·-. ---· --
Subd. 6. {VOTE OF PROXY ACCEPTED; LlASJLlTY.J Untess the 

appol ntment of a proxy contains a restrict ion, t imitation. or-

-----------------------------specific reservation of autho~ity, the corporation may ac~ept a -------------------------------------vote or action taken by a person named in the appointment. Tne 

vote of a proxy is final. binding, and not subject to challenge, ----------------·----
but the pr-oxy is liable to the sharehorder- or beneficial owner 
-----------------------------for dama9&s resultin~ from a failure to exercise the proxy or 

----------------------------fron an exercise of the proxy in violation of the authority ------~------------------granted in the appointment .• 

Sec. 74. {302~.4531 (VOTING TRUSTS.I 

Subdivision 1. lAUlHORlZ.ATl □ N; PERIOD; TERMINATION.} 

Shares in a corporation may ~e transferred ta a trustee pursuant 
--------------~--------- --------------------to written agreement, for tho purpose of conferring on the ----------trustee the Ji~ht to vote and otherwise represent. the beneficial 

---------------------------owner of those ~hares for a period not exceeding 1~ years, 
------------except tha.t i'f the agre&ment is made ,n connection with an 

----------- ------------------~------
indebtedness of the corporation, the voting tC'ust ma·y ex.tend 
------------------ ------------------------

37 until the indebtedness is discharged. Unless otherwise 
-----------------------------
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1 specified in the agreement, the voting trust may be terminated ----------- -----------2 at any tjq1e by the beneficial owners of a major-ity of the shares 

3 held bY '!:he trustee. A copy of the agreement shall be filed 

---------------
4 with the corporation. 

5 .Subd .. 2. l VOTING BY TRU$TEE"S .I Unless other-wise provided 

o in the tr-ust agr-eemr.nt, if there are two or- more trustees, the -----------·---------1 manner of voting is determin&d as provided in section 71. 

----------------------------------
8 subdivision 5 .. 

----------
9 Sec. 75. (302A.455I (SHAREHOLDEil VOTING tGREEME?HS.I 

10 A written agreement among any or all shaFeholders~ or any 

11 or all subscribers for shares in the event no shares ha~e been 

12 .issued, relating to the voting of their shares is valid and 

13 specifically enforceable bY and against the parties to the 

14 agreement. The agreement r~y override the provisions of section 

15 73 regarding proxies and is not subject to the provisions of -----------1& section 74 regarding voting trusts. 

17 Sec. 76. 13021\ .4571 [ SHAREHOLDER cornROL AGREEMENTS .. } 

18 Subdivision I. [AUTHORIZED.I The shareholders of a 

19 corporation, or the subscribers for its shares in the event no ------------------- --------------20 shares have been issued, may enter into a wr·itien agreement ------------------------------ -----------21 relating to the control of an~ phase of the business and affairs ------------
22 of the corporation, its liquidation and dissolution, or the ------------------------------------------23 retations among shareholders of or subscribers to shares of the ------------------------·---
24 corporation. 

25 Subd. 2. (METHOD Gf APPROVlL; ENFORtEA&lllTY; COPIES.I (a) 

26 A written agreement among persons described in subdivision 1 

27 that relates to the contror of the liquidation and dissolution ----------------------
28 of the corporation. the relations ainong them. or any phase of ----------~----- -------------29 the business and affairs of the corporation, including. without ---------~-------------~------------------ - -
30 li~itation, the man~gement of its business, the decJa~ation and ----------------------------~--------------------31 payment of distributions. the election of directors or ofiicers. 

----------------------------------- • __ ,... _____ .,..._..__ __ - ~ -- ·-

32 the employment of shareholders by the corporation, or the 
---~--------.----------------------------------~~~~-

33 arbitration of disputes, is valid and specifically enforceable ------------------------------ --------------34 by and a9ainst the parties to it, if the agreement is signed ~Y 

----~------------ -~--------------.35 alt the shareholders of the corporation, whether or not the -------------------- ---------------------
36 shareholders &I I have voting shares, or by all the subscribers ------------ -----------------------
37 for sh3res in the event no shares have been iss~ed at.the time 

------------------------------
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1 the agreement is signed. 
____________ a_, ___ _ 

2 Cb} The agreement i~ binding upon and enforceable against 

-----------· -----------
3 only the parties to the asreement and other persons having 

4 knowledge of the existenc~ of the agreement~ A copy of the ------------------~------------~---------5 agr-eement shall he filed with the corporation •. The existence ----------------~--------
6 and location of a copy of the agreement shall be noted 

------------------------------7 conspicuous I y on the face or back of each certificate for sha. n-e s --------------------~-----------------------a issued by the corporation and on each transaction statement. --------~-------------
9 Cc> A shareholder, a beneficral owner of shares. or another ----------------------10 person having a security interest in s~a,es has the right upon 

• 11 written demand to obtain a copy of the agreement from the 

12 ~orporation at the e~pense of the corporation. 
----------

13 Subd. 3. ILIABILJTY.J The effect of an agreement --------------
14 authorized by this section is to relieve the beard and the 

----------------------------------15 director or directors in theic capacities as directo~s of~ and --------------------------------------
16 to impose upon the parties to the agreement. the I iabi rity tor -------------------------
17 acts or omissions imposed by la~ upon directors to the extent -------~---------
18 that and so long as the discretion or powers of the directors in ----------------------------------------19 the management of the business and affairs of the corporation 

--------------------------------
20 are exercised by the shareholders under a provision in the -----------------------------------------
21 agreement. A shareholder is not I iabf e pursuant. to this • ---------------
22 subdivision by vhtue of a shareholder vote, if the shareholder 

------------------- ---------
23 had no right ~o vote on the action. 

24 5ubd. 4. [OTHER AGREEMENTS.I This section does not apply 

25 to, limit, or restrict agreements otherwise valid~ nor is the --------- --------------------26 procedure ~et forth in this section the exclusive method of ----------------------------
27 agreement among share.holders or between the shar·eholders and the 

--------.--------·------
28 corporation w•th resPect to any of the matters described in tnis 

-------------------------
29 section. 

30 Sec. 77. (3021'.4611 (BOOKS AND RHORDS; IN.SPECTION.J 

31 Subdivision 1. ISHARf RfGlSTER; DATES OF lSSUlNCE.l (aJ A 

32 corporation shal f keep at its principal executive off tee. or at 
----------------~-------

33 another place or places within the United States determined by 
-------------------------------34 the board, a share register not more than one yea~ old. 
-----------~-------- ----------~---------~5 containing the names and addre!ses of the shareholders and the 
------------------------------------------------

3b nuTiber and classes of shares held by each shareholder. 

37 lb) A corporation shall also keep, at its principal 

C.0 
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l executive office, or at another place or places within the ------------~----------------------------
2 Unit~d States determined by the board, a recotd of the dates on 

---------------------------------------
3 which certificates or transaction statements representing sh3res ------------------------------
4 we r-e issued .. 

5 Subd. 2. [OTHE~ DOCUMEUTS RE0UilEDel A corporatfon shall 

6 keep at its principal executive office. or, if its principal 

7 executive office is outsidP. of this state, shall ~ake avail~ble 

-----------------8 at its registered office within ten days aftet receipt bY an 

9 officer of the corporation of a written demand for them made by ------------------------·------------------10 a person described in subdivision 4. originals or copies of~ 

• 11 Ca) Records of a 11 proceedings of shareho fdef'"s for the last 

12 . three years; 

13 (bl Records of all proceedings of the board for the last 
------------

14 three years; 

15 (c} Its articles and all amendments currently in eff~ct; 
----------------------

16 (dl Jts bYfaws and all ame.nd111ents currently in effect; 

------------------ --------
17 Ce) FinancFal statements r·equtred by section 76 and the 

18 financial statement for the most r-ecent interim period prepared 

---~----------------------------------------------
19 in the course oft.he operation of the corporation for· 

-------------
20 distr-ibutLon to the shareholders or to a governmental agency as ---------------------------- -----------21 a ~atter of public record; ---------------
22 Cf) Repor~s made to shareholders generaffy within the last --------------
23 three years; 

2.4 (gJ A statement of the names and usual business addresses ---------------
25 of its directors and principal officers; ---------------------------
26 (h) Voting trust agreements described in section 71; and 

27 

26 

----------------
(i) Shareholder control agreements described in section 76. -------------Subd. 3. [fiN~NClAL RECO~DS~1 A·corporation shall keep ---------------29 appropriate and complete financial records. ------------------------------

30 5ubd. 4 .. ,llUGHT TO HlSPECT .. J (aJ A shareholder or a hotder 

31 cf a voting trust certificate ha~ an absolute rfght, upon 
--------------------------. ---------------------

32 ~ritten dernand, to examine and copy, in Person or by a lega I ----------------33 representative, at any reasonable time: 

34 ( 1} The share register; and 

. 35 

36 

(2) All documents referred to in ~ubdivision 2 • 

(bl A shareholder or a holder of a voting trust certificate 

37 ha!. a ri~ht, upon written de:r.and, to examine and CCIPY, in r,erson 
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1 or by a legal representative, other corporate records at any 
---------------------- ----------

2 re!l.sonable time onf) if the shareholder or holder of a voting 

3 trust certificate demonstretes a proper purpose for the -------------------------
4 examination. A •pr~pe~ purpose" is one reasonably related to the -------~---------------------- ---------------5 person's interest as a shareholder- or holder of a voting trust 

----------------
6 certificate of the corporation. 

----------7 Subd. 5. (COST OF COPIES.I (Qpies of afl documents 

8 refened to in subdivision 2 shall be furnished at the expense 

----------------------------------------------9 of the corporation. A copy of the most recentry generated share 

10 register shall be furnished at the expense of the corporation if 

·11 the requesting party shows a proper purpose. In arl oth~r -------------- --------·---12 ~ases, the corporat.ion ir.ay char·ge- the requesting party a 

-------------13 reasonable fee to cover the expenses of providing the copy. ----------------14 Subd. 6. (COMPUTERIZfD RECORDS.J The records maintained by 

15 a corporation_, including its shar-e register, financial records, -------------------------·----·-------------
16 and minute books, may ut it lze any information storage technique, 

17 including, f~r example~ punched.holes, printed or magnetized 

18 

19 

------------------- ----------------------
spots, or micro-images~ even though that makes them illegible 

visually, if the ·records can be converted, by machine and within 

---------------------------------------------------20 a r·easonable time, into a. fotm that is legfbre visualfy and 

------------ ----------------
21 whose contents are assembled by refated ~ubject natter to permit ---~---~-------·----
22 convenient use by peopfe in the ~ormal course of busrness. A 

----------------------------------------
23 ~orForation shall convert any of the records referred to in ---------------------
24 subdivision 4 upon the re~uest of a person entitled to inspect ----------
25 them, and th~ expense of the conversion shall be borne by the ------------
26 person who bears the expense of copyin9 pursuant to subdtvisitih ----------------------- --------
27 5. A copy of the conversion is admissible in evidence, and ------------~-----------------------------
28 sha 11 be acc&pted for a Ir ot·her purposes, to the same extent as ---------------------------~---------------29 the existing or original records would be if they w~re leglble 

----------------------~------------.-------------
30 vi sua t I y. 

31 Sec. 78. (302~.463I [FIHANCJAL STATEMENTS.} 

32 A corporatton shal r furnish to its shareholders annual 
----------------------------

33 financial statements, includins at least a balance sheet as of ---------------------------34 the end of each fiscal year and a statement of income for the 

--------------f i seal ;tear, which sha 11 be prepared on the basts of accounting 

36 methods reasonable io the circumstances and may be con~.oridated 

---------------------------------------------..---------
3 7 st a t e !Tl e n t s o f t h e co r po ra t i o n a n d on e o r m or e o f i t s 

-----------------·-------------------
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I subsidiaries. The financial statements shall be distributed by 

2 the corporation to each of its shareholder~ within 120 days 
------------- --------------------

3 after the. close of each fiscal Year, unless the financial ----------------------------
4 statements aJ"e audited by a public accountant, fo which case the 

5 statements shall be distributed as soon as the audited f inancLaf ------------------------------------------0 statements are available. Each shareholder or holder of a ---------------------------7 voting trust certificate to whom a copy of the most recent ------------------ -----------~----8 annual financial statements has not pre~iously been distributed 

9 shalt be furnished a copy by the corporation upon written 

10 request.. In the case of statements audited by a pub fie-

·)1 accountant, each copy shall be accompanied by a report setting 

12 _forth the opinion of the accountant en the statements; in other ---------------------------13 cases, each copy shall be accompanied by a statement of the 
------....--

14 chief executive officer or other person in charge of the --------------
_________ ..._. ____________ _ 

15 corporation's financial records stating the reasonable belief of 

----------- ---------------------1~ the person that the financial statements wer·e prepared in 

---------------------------------17 accordance with accounting metKods reasonabte in the 
--------------------------------

18 circumstances and describing the bzsis of pr-esenta.t ion a.nd any 

--------------------------------- -------------19 respects in which the financial steteaents were not prepared on 
----·----------------------

20 a basis consistent with those prepa1ed for the ptevious Ytar. 

21 

22 

-------~------- -----------------------------
S e c • 7 9 • [ 3 0 2 A, • 4 6 7 l [ E Q U IT A !3 LE RE M ED 1 ES • l 

If a corporation or ~n officer ot director of the 
--------------------------------

23 corporation violates a provision of sections 1 to 125,. a court 
--------

24 in this state may grant any ~quitable relief it deems just and 
------------------------.------

25 reasonable in the cir~umstances and award expenses. including --------------------------~----26 attorneyst foes and disbursements, to a complaining sharehofder. 
--------------~------ ----------

27 Sec., BO. ( 302A .471 J CIU GHTS OF DI SSE NT JHG SHAREHOLDERS.} 

28 .Subdivision l. (ACTIONS CRHTING RlGHTS.J A shareholder of 

29 a corporation may dissent from, and obtain payment for the fair 
--------------------- --------

30 varue of the shareholder•s shares in the event of, any of the 
----------------------------------31 fol lowing corporate actions: ------------------.--

32 (a) An amendment ot the articles that material (y and 

-----------33 adversely affects the rights or preferences of the shares of the 

34 dissenting shareholde.r jn that it~ 

.35 

36 

Cl) A,I ters or a.b.oi ishes a preferential right of the sh! res; 
~-------------------------------~------------
(2) Creates, alt~rs, er abolishe~ a right in respect of the --------~-------------------------------

37 redemption cf the shar.:::s, including a provision respecting a 
____________________ .._,~---------------------------
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1 sinking fund for the redemption or repurchase of the sh~res; 
--------------------------------------------

2 (3) Alters or abolishes a preemptive right of the holder of 

------------------------- -------------------
3 the snares to acquire shares, securities other than shares. or ---------------------------
4 ri;nts to purchase shares or securities other than shares; 

--------------------- ------------------s (4) Excludes or limits the right of a shareholder to vote ------------------------ ---------------
6 on a Tiatter, or to cumulate votes, except as the right may be 

----------------------------
7 limited by dilution through the Issuance of securities with 

8 similar voting rights; 

9 (b) A sale, lease, transfeh or other disposition of all or ----------------·--------------------10 substantial lY al r of the property and assets of the corpor-ation -----------u not made in the usual or regular course of its business, _but not 

---------------------- -------------·---------12 jncluding a disposition in dissolution described in section 102, 
------------

13 subdivision 2, or a disposition pursuant to an orde, of a court, ---------------------------
14 or a disposition for cash on terms reGuiring that ail or 

-------·---------·---
15 sub st anti a I l y al I of the net proceeds of dis.position be 

------------------------
16 distribut~cl to the shareholders in accordance with their 

-----------------------------------17 respective inter·ests within one yenr after the da.te of 
-----------------------------------------------

18 disposition; 

19 le) A Plan of merger t~ which the corporation is a party, -------------------------20 except as provided in subdivision 3; --------------------------
21 (d) A pfan of exchange pursuant to which the shares of the -------------· -------- ------------22 corporation are to be acquired; o~ 

-----------------------
23 .Ce) Any other corporate action taken pur~uant ta a 

24 shareholder vote with respect to whicn the articles, the bylaws, 
------------------------------------

25 or 2 resolution approved by the board directs that dissenting --------------------------26 shareholders.may obtain payment for their ~hares. ---------------------
27 Subd. 2. (BENEFICIAL OWNERS.I la) A shareholder shall not -----------------
28 assert dis~enters• rights as to less than alt of the shares 

----------------------------------·----
29 registered in the name of the shareholder, unless the 

--------------------- -------------30 shareholder dissents with respect to al ( the shares that are 
--------- ---------------31 beneficially owned by another person but registered in the name 

32 of the shareholder and discloses the name and address of each 
----------------------·-----

33 beneficial owner- on i-ihose behalf the shareholder dissents .. In 
------------------~----- ------------------------34 that event, the rights of the dissenter shall be determined as 

35 if the shares as to which the shareholder has dissP-nted and the 

36 other shares were reqistered in the names of different 

37 shar~holders. 
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l (b) A beneficial owner of shares who is not the shareholder ------------------------------- -----------2 may assert dissenters• rights with respect to shares held on 
----------------· ----------------------

3 be~alf of the beneficial owner, and shall be treated as a 

------------4 dissenting shareholder under the terms of this ~ection and 

5 section 81, if the beneficial o~ner submits to the corporation 

----------------------------------------------
0 at the time of or before the asseirtion of the r~ghts a written 

------------------------·---7 c on sen t o f th e share ha l d-e r .. 
----------------------S Subd. 3. (RIGHTS NOT TO APPLT.J The right to obtain 

9 payment under this section does not appfy to the shareholders of 
-------------------------------------10 the survivin~ corporation in a meager or of the acquiring 

• 11 corporation in an exchange, if a vote of the shareholders of the 
----------

12 .corporation is not necessary to authorize the m&rgcr or exchange. ----------------------------
13 Subd .. 4 .. (OTHER RIGHTS.I The shareholders of a corpontion 

14 who have a right under this section to obtain pay~ent for their 

15 shares do not have a rfght at law or in equity to have a ---------~----------
lb corporate action described in subdivision 1 set aside or 

--------- --~--------------------------
17 rescinded, e'l<'cept when the corpo·rate action is fraudulent with 

-----------------------------
18 regard to the complaining ~hareholder or the corporation. 

'----------------~-----------------
19 Sec. Sl. [302A.4731 [PROCEDURES FOR ASSERTI~G DISSENTERS• 

20 RlGHTS.J 

21 Subdivision 1. [DEFI~ITIONS.r (aJ For purposes of this 
--------

22 section, the terms defined in this subdivision have the meanings 

2 3 g i v en t hem • 

24 (bl ·"Corporation• means the issuer of the shares held by a 

---------------------------25 dissenter before the corporate action referred to in section 80, 

2b subdivision ·1 or the successor by merge1 of that issuer. 
----------------------~--- ________ _,.... _____ _ 

27 Cc) "fair vaf~e of the shares• means the value of the -------~---------2& shares of a corporation im~ediatelY before the effective date of 
-------------------------29 the corporate action referred to in secticn 80, subdivision 1. 
----------------·----

30 Cdl nfnterest" means interest from the effective date of 

31 the corporate action referred to in section 80, subdivision l 
------------------------------- ~----------------

32 until the date of payment, calculated eithM at the rate 

------------------------·---33 currently paid by the corporation on its most recent unsecur~d 
----------------------- ---------34 commercial borrowing, or, if none, at a rate that is fair and 
-------------------------------------- • --------- ·--

.35 equitabl~ under all the circumstances-
------------

36 Subd. 2. (NOTICE OF ACTION.} If a corporation calls a 
-------- ---------

37 shareholder meeting at which any action described in section eo, 
---------------------- --------------------
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1 subdivision 1 i~ to be voted upon, the notice of the meeting 

2 sha!l info.rm each sharet:olde.r- of the right to dissent and shall 

----------------. -----
3 i n c I ud e a co Py o f s- e c t i on ~O and th i s s e ct i o n an d a b r i e f ----------------
4 descr·iption of the procedure to be fol lowed under these sections. ---------------------------
5 Subd. 3. (NOTICE Of DlSSENT.J If the proposed action must 

6 be approved by the shareholders, a sharehofder who wishes to ------~-------------~--------
7 exercise dissenters 1 rights raust file with the cor-por·ation 

------------------------------
8 before the· vote on the p.-oposed action a written notice of 

9 intent to demand the fair value of the shares owned by the 

JO shareholder and must not vote the shares in favor of the 

·II proposed action. 

------------12 Subd. 4. [NOTICE Of PROCEDURE; DEPOSIT OF SHARES .. ] (al 

13 After the proposed a~tion has been approved by the boa.-d and. ff ---------------------------14 necessary, the shareholders. the corporation shal I send to all -----------------------------------------
15 shareholders who have complied with subdivision 3- and to all 

16 shareholders entitled to dissent if no shareholder vote was 

----------17 required. a notice that contains: 

18 Cl) The address to which a demand for payment and --------------- --------- ---------19 certificates of certificated shares must be sent in order to -----------------------------------------20 obtain payment and the date bY which they must be recehed~ 

---------------------
21 (2) Any restrictions on transfer of uncertificated shares --------------
22 that will apply after the demand for payment is recetvedi -------------------------
23 (3J A form to be used to certify the date on which the 

---------------------------
24 shareholder, or the beneficial owner on whose behalf the -----------~--------------.------------
25 . shareholder dlssents, acquired the shares or an int ere.st in then 

26 and to demand payment; and 

27 (4} A copy of sec.t ion SO and th is section and a brief 

25 description of the procedures to be fol lowed undec these 
---------

2 9 se c t i on s • 

30 (bl In or-der to receive the fair value of the shares, a. ---------------------------------------
31 dissenting shareholder must demand pa~ment and deposit 

------------------------------------32 certificated shares or comply with an~ restrictions on transfer 

33 of uncertif icated shares within 30 days after the notice was ----------------------------------
34 given, but the dissenter retains all other rights of a 

---------------------------------------3~ ~hareholder unt,1 the proposed action takes effect. 

36 Subd. 5. {PAYMENT; RfTURN Of SH~RES .. J (a) After the 

37 corporate action takes effect, or after the cor-por:;.t ion receives 
-------------------------------
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1 a valid demand for payment, whichever is later, the corporation 

2 shaJI remit to each dissenting shareholder who has complied with --------------~-----------
3 subdivisions 3 and 4 the a~ount the corporation estimates to be ------------------------------
4 the fair value of th~ shares, with interest. if.any, accompanied ------------------------ -----------5 by: 

b UJ The corporation's cJosing balance sheet and statement 
--.--,.--------

7 of incom& fer a fiscal ye2r ending not more than 16 months 
-----· -----------

8 before the effective date of the corporate action, together with 

9 the latest avallabfe interim financial statements; 

10 (2) An estimate by the cor~oca~ion of the fair vatue of the 

• 11 shares and a brief description of the method used to reach the 

12 estimate; and 

13 (3} A copy of section 80 and this section, and a brief ___ ; ______________ _ 

14 description of the procedure to be followed in deinandlng ---------------------------------------15 suppfamenta( paymsnt. 

16 (bJ The corporation may withhold the remittance described 
---------------17 in paragraph Ca) from a person who was not a shar-eholder on the 

---------------------
18 date the action dissented from was first announced to the public 

-----------------------------
19 or ~ho is dissenting on behalf of a person who was not a 

------------------------------·-· ---------
20 beneficial c.wner on that date. If the dissenter has complied 

-----------~-. ------------ ----------------
21 with subdivisions 3 and 4, th& corpor-ation shaft forward to the ------------------- --------
22 dissenter the materials de~cribed in paragraph fa), a statement 

----------------------.------- ----------------23 of the r~ason for withhC>Jding the remittance, and an offer to 
----------------------------------

24 pay to the dissenter the acount listed in the materials if the ------------------------------
25 dissenter agrees to accept that a~ount in ful& satisfaction. The 

-------------
2b dissenter ~riy· decline the offer and demand payment under ---~------~-------~------------
27 subdivision 6 .. Failure to do so er.titles the dissenter only to 

-----------------------------------
26 the a~ount offered. If the disse~ter·makes demand, subdivisions 

--------------------------------29 7 and S apply. 

30 Cc) If the corporation fai Is to ['emit payment within 60 ---------31 days of the deposit of certificates or the &mposition of 

-------------------------------
32 transfer restrict ions on uncertificated ~hares. it shall return 

-----~--------------------
33 alf deposited certiffca!es and cancel all transfer -----------------------------------34 restrictions. Howevar, the corporation may again give notice 

---------- ----------------------------.35 under subdivision 4 and require cleposit 01 restrict transfer at 
-------------------------------------------

3b a later time. 

37 Subd. 6. (SUPPLE~E!HAL PAYMENT: DEMAND.I If a dissenter 
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l believes that the amount remitted under subdivision 5 is less 

--------------------2 than the fair value of the shares with interest, if any, the 
--------------- ----------

3 dissenter may gfve written notice to the co~poration of the 

---------------------4 dissenter's own estimate of the fair value of the shares. with --------------------------5 jnterest. if any, within 30 days after the corporation mails the --------------------------------6 re!Tlittance under subdivision 5 and demand paymen.t of the 
---------------------

7 differ~nce. Otherwise, a dissenter is entitled only to the 
----------

8 amount remitted by the corporation. -------------------------
9 Subd. 7. (PETITI □U; DETERMINATI □ff-1 Jf the corporltion 

10 receives a demand under subdivision 6, it shalf, within 60 days 

--------------------11 after receiving the demand. either pay to the dissenter the --------------------------12 amount demanded o~ agreed to by the dissenter after discussion -------------13 with the corporation or file in court a petition requesting .that --------------------.-------
14 the court determine the fair value of the sha~es. with interest. ---------------------------------15 if a.ny. The petition shall be tiled ln the county in which the 

--------------------------------
16 registered office of the corporation hs located, except that a 

-----------~------17 surviving foretgn cor~oration that receives a dem~nd relating to 

Ia the shares of a cQnstituent domestic corporation shall file the 
------------------~--------------------------------

19 p e t i ti on in the co u n t y i n th i s: s ta te i n wh i ch the I as t 

---------------------------------20 registered office of the constituent corporation was tocated. 
--------------------------------

21 The p et i ti on sh a I l n a me a s pa rt i es a ll d is sent er s w ho have 

22 de~anded payment under subdivision 6 and who have not reached 

-------------- -----------------23 agreement with the corporation. The Jurisdiction of the court is 

24 plenary and exclusive~ The court may appoint appraisers, with ---------------------------------------------25 powers and authorities the court deems pr·oper~ to receive -----------------------------26 evidence on·and recommend the amount of the fair value of the ----------------~------~---
27 shares. The court shall deterrr.ine the fair vaJue of the shares, 

------------2E taking into account ~ny and air factors the court finds 

29 relevantr: computed by any method or combination of methods that ------------------------------ --------------~ 
30 the court, in its discretion, sees fit to use, whether or not ----~-------------------·------------
31 used by tha corporation or by a dissenter. The fair value of 

------------- ---------------32 the shares as determined by the co~.t is binding on all 

33 shareholders, wherever loc~ted. ~ dissenter is entitled to 

34 judgment for the amount by which the fair value or the shares as 

-----------------------------.35 determined by the court exceeds t~e a-nount, if any-, remitted 

3b under subdivision 5. 

37 Sut:d. b. lc □5TS; FEES; EXPENSES •. J (aJ The court shall 
------------
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1 deter-mine the costs and expenses of a proceeding under 

2 subdivision 7, including the reasonable expenses- and 

-----------------. --------------------------~--
3 c.o.npensation of any appraisers appointed by the court, and sha.ll 

------------------------------------------------4 assess those co~ts and expenses against th& corporation, except 
-------------------------5 that the court may assess part or art of those costs and ------------------------- ----------------

b expenses against a dissenter whose action in demanding payment ------------ --------------
7 under subdivision 6 is found to be arbitrary, vexatious o~ not 

-------------------------------8 in good faith. 

9 Cb} If the court finds that the corporation has failed ta -------------------- ---------------10 co~ply substantially with this section, the court may assess art 

-------------·11 f e es an d exp ens es of a ny exp e rt s o r at to rn e y s as t he c ou rt deems ---------------------------------- -----------
12 ~quitable. These fees and expenses may also be assessed against 

----------------------13 a person who has acted arbitrarily, vexatiously, or not in good -----------·-------------14 faith in bringing the proceeding~ ar.d may be awarded to a party 
--------

15 injured by those actions. 
-----------

16 (c) The cour·t ma:t award, in its discretion, fees and 
---------

17 expenses to an attorney for the dissenters out of the amount 
-------------------------------------

18 awarded to the dissenters, if anYe 

19 

20 

21 

----------------·----LOANS; OSLICATIONS; OISTRIBUTIONS 

Sec. 82. [302~.5011 [LOUIS; GUAHNTEfS; SURETYSHIP.l 

Subdivision 1 .. lPREREQU15ITE5.? A. corporation may lend 

22 money to, guarantee !In obligation of, hecome a surety f-or, or 

23 otherwise financially assist a per5on, if the transaction, or a -----~---------~--------------
24 class of transactions- to which the transaction befongs, is 

-----------------------.-----------25 approved by the affirmatf~e vote of a majority of the directo£s 
-------------------------

26 present and:· 

27 (al Is in the usuar and regular course of business of the 

28 corporation; 

29 (b) Is 1dth, or for the benefit of, a related corporation, 

-------------------------------------------30 an organization in which the corporation has a financiaf 
------------------------31 interest, an organizct.ic,n w-ith which the corporation has a 

32 business relationship, or an or9ani2ation to which the ___________________________ _,_ ____________ _ 

33 corporation has the power to mgke donationsi 

34 fc) ls with, o~ for the benefit of, an officer or other 

----------------- -~-----------------------35 employee of the corporation or a subsidiary, including an 
-----------------------------------------~----

36 officer or employee who is a director of the corporation or a 

37 subsidiary, and may reasonably be expected, in the judgment of 
--------
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1 the board, to benefit the corporation; or 

----------------------------------
2 (dl Has been approved by the affirmative vote of the 

----------------------------
3 holders of two-thirds of the outstanding shares. -----------------------------
4 Subd. 2. lINTEREST; SECURITY.} A loan, guaranty, surety 

5 contract, or other frnanci&t assistance under gu~division 1 may ---------------------------------
6 be with or without interest and may be unsecured o~ ~ay be ------------------------
7 secured in any manner, inctuding, without tiruUation, a grant of 

---------------- -------------~-8 a security interest in shares of the corporation. ---------------------------
9 Sec. 63. l302A.505J (ADVANCES.I 

10 A corporation may, without a vote of the directorsr advance 
---------

• 11 money to its directors. officers. or employees to cover _expenses -----------
12 .that can reasonably be ant ic.ipated to be incurred by them in the ------------- ---------
13 performance of 'their duties and for which they would be entitled 

--------------------------- -------------14 to reimbursement in the absence of an advance. -------------------- -------------15 Sec. 84. [302~.5211 [INDEH.NIFICUION.l 

lb Subdivision l. (DEFINITICNS .. J CaJ For purposes c,f this 

17 saction, the terms defined in this subdivision have the meanings 
-------------------------------------------------

la given them. 

19 lb) "(orporatlon" inctudes a domestic or fo~eign 

----------------
20 corporation that was the predecessor of the corporation referred 

------------------------------- -----------
21 to in this section in a merger or other transaction in which the ------------------------------------------------
22 predecessor's existence cea~ed upon consummation of the ------------
23 transaction. 

24 le) "Official c~pacity• means (1) with respect to a --------------------------------
25 director, the position of dire.ctor in a corporation, C2) with -------------------------~--
26 respect to i person other than a director, the elective or 

27 appointive office or position held ~Yan officer. member of a 
-----------------·------

28 co~~ittee of the board. or the employment o~ agency relationship ----------------------29 undertaken by an employee Pr asent of the corporation, and l3) 
-------------------------------

30 witn respect to a director, otficer, employee, or agent or the 
---------- -----------------------

31 corporation who, while a director, officer. employee, or agent 

32 of the corporation, is or 1o1as serving at the request of the 

--------- ----------------------------------
33 corporation or whose duties in that position involve or involved -------------~-~----------
34 service as a dtrector, offic1::cr, s:,artner-, trustee, or agent of 

----------------------35 another organization or employee benefit plan, the postt ion of 
------------------------------~---------------------

3b that person a!. a director, officer, Partner, trustee, 1;mployee, 

-------------------------------- ----------------37 or agent, as the ca~e may ~e, of the othe~ organization or 
--------------------------------------------------
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1 employee benefit plan. 

2 (d) "Proceedins" means a threatened, pending, or compreted 

-----------------------------
3 civi J, criminal, administrative, arbitration, or investigative ------------------------------
4 proceedins, including a prcceeding by or in the right of the 

5 corporation. 

6 le) "Specia·I legal counsel• means counsel who has not 

-------------------------7 represented the corporation or a ,elated corporation, or a 

------------------------------------------8 director, officer, employee, or agent whose inde~nification is 

9 in issue. 

10 Subd. 2. [INDEMNJFICATION MANDATORY; STAND~RD.J (aJ 

11 Subject to the prov is ions of subdivision 4, a corporat i~n shall 

--------------------------------------12 .inde~nify a person made or threatened to be made a party to a -----------~---------------
13 proceeding bY reason of the former or present officiat capacity -----------------------------
14 of the person against judgments, penalties, fines including, 

-------------------------------------------15 witnout limitation, excise taxes assessed against the person 
---------------------------~--16 with r~spect to an emp~oyee benefit plan, settlements, and 

-------------------------17 reasonable expenses, including attorneys• fees and 
--------------. -----. ·---------------

18 di sb1.1rsements, incurred by the person in connect ion with the -----------19 proceeding, if, w~th respect to the act• or omissions of the -------·------~----~-------~--~-
20 per~on complained of in the proceeding, the person: 

21 ( 1) Has not been indemnified bY another organization or-

22 employee benefit plan for the same ex~enses with respect to the 
------. ------- • - • --------------------------

23 same acts or omissions; 

24 

25 

(2) Conducted himself in good faith; ---------~--------·---------(3) Received no impr-cper personal benefit mnd section 45, 
-------------------------

26 if applicabje, has been satisfied; 

27 (4) In the case of a criminal proceeding, had no reasonable 
---------- --------~----~ 

26 cause to believe the conduct was unlawful; and -------------
29 ( 5 ) In t he case of a c ts o r a in f s s i o n s o c cu r r i n g i n t he -------------------------
30 official ca~acity described in subdivision l, para.graph ~cJ, ---------------- ------------- -----------------~--31 clause (I) or (2), reasonably believed that the conduct was in ------------~--~----------------
32 the best interests of the co~poration, or in the case of acts or ----------------------------------------------
33 omissions occurring in tho oftic.ial capacity described in 

34 subdivision l, paragraph le)., clause '31, reasonably beii-eved 

----------------------~----------~----------------
.35 that the conduct was not ooposed to tne best lnte~ests of the 

3 6 c o r p o r a t i o !'I • If th e p e r s o n ' s a c t s o r o m is s i on s co rr. p l a in e d of i n --------------------------
37 the procee~ing relate to canduct a~ a director, officer, 
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l trustee, employee, or agent of an employee benefit plan, the 

2 conduct is not considered to be opposed to the bP.st interests of -------------------------------
3 the corporation if the person re~sonablY bet ieved that the ---------------4 conduct was in the best interests of the participants or 

5 beneficiaries of the employee benefit plan. 
-------------------------------------

6 (bJ The termination of a proceeding bY judgment, order, 

7 settlement, convrction. or upon a plea of nolo conteodere or its -----~-------
8 equivalent does not, of it~lf, establish that the person did ---------------
9 not meet the criteria set forth in this subdivision. 

10 Subd. 3. [ADVANCES.I Subject to the provisions of 

• 11 subdivision 4, if a per-son is made or threatened to be m;,.de a ----~-------------~--------
12 _party to a proceeding, the person is entitled, upon written 

13 request to the corporation, to payment or reimbursement by the 
--------~------------ ---------------14 corporation of reasonahle expenses. including attorneys' fees 

15 and disbursements, incurred b:t the person in advance of the 
-------- -------------

16 final disposition of the proceeding, ta) upon receipt by the 

-------------------------------------17 corporation of a written affirmation by the pe~son of a good 

-----------------
18 faith belief that the criteria for indemnification set forth in ---· - ---------- •• ----
19 subdivision 2 have been satisfied and a written undertaking by 

~----------·------------------------------------
20 the persori to repay a If amounts so paid or reimbursed bi the 

---------------------
21 corporation, if it is ultimately determined that the criteria 

22 for inde~nification have not been satisfied, and (bl after a -------------------------23 determination that the facts then known to those making the 
-------- ------------24 determination would not Preclude inde~nification under this 

--------------------------------25 section. The written undertaking required by clause (a.} is an ________________________________________ _..... ________ _ 

26 unli~ited g~neral obligation of the person making it, but need 
--------------------------------- -------------~--

27 not be secured and shall be accepted without reference to 

-----------------------------------------------
28 f i nnnci al abi I ity to make the repayment. 

29 Subd. 4. lPROHIBJTJO~ OR LIMIT ON INDEMNIFICATION OR 

30 A. D Vt. ~JC ES. l The a rt i c l es or by I aw s e i th er m ay p ro h i b it ------..---------------
31 indemnification or advances of expenses otherwise required by 

--------------------------------------
32 th is section or ma~ impose conditions on indemni.f icat,on or 

-----------------------
33 advances of expenses in addition to the conditions contained in ------------34 subdivisions 2 and 3 including, without limitationr monetary 

------------------------------------------------
.35 limits on indemnifi-cation er advances of expenses, if the 

-------------------------
36 conditions apply equally to all Persons or to all persons within 

37 a given class. 
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1 .Subd. 5. (f(Elt~BUR.SEMENT TO WITNESSES.} This section does ----------2 not require, or r imit the ability ofr a corpor&tion to reimaurse 
---------------· ----------------

3 expenses, includinq attorneys• fee~ and disbursements, incurred 
---------------------------

4 b~ a person in connection with an appearance as a witness in a 
-----------------------

5 proceeding at a time when the person has not been made or ----------------6 threatened to be made a party to a proceeding. -----------------------------
1 Subd. 6. [DETERHINATJOU OF EllGIBILITY.I All 

is determinations whether- indemnification of a person is required 

9 because the criteria set forth in subdivision 2 have been -------------- -----------10 satisfied and whether a person is entitled to payment or 
------------------------------

-11 reimbursement of expen~es in advance of the final dispos_ition of 

-------------------------
12 ~ proceeding as provided in subdivision 3 shat r be made~ ---------------------------------------
13 (a) By the board by a majority of a quorums Di,ectors who 

-----------------------------14 are at ihe time parties to the proceeding shal ( not be counted ---------------------------------------------
15 for determining either a majority or the presence of a qu·orum; 

----------------------------------------------16 (b) 1f a quorum under clause (aJ cannot be obtained. by a 

------------17 majority of a committee of the board, consisting solely of two 
-· .--------------------------------~-------------

lS or more directors not at the time parties to the proceeding. 
-----------------19 6uly desi~nated to act in the matter by a majority of the full 

----------------- ------------------------20 board including direct~rs who are partiesi 
---------------~---------

21 ( c J I f a de. t e r m i na t i on i s no t mad e un de r c l au s e ( a I o r r f, ) • 

-------------------------------
22 by special legal counsel, selected either by a m.aijority of the 

---------------
23 board or a commHtee: by vote pursuant to clause (aJ or (b) or. -----~---------~-----------------~-----~-----
24 if the r&quisite quorum of the fuf I board cannot be obtained and -----~--------------------25 the committee cannot be established, by a majority of the full 

----------------------------------------·----------
26 board inciud.ing directors who are parties; 

---------------------------------~--
27 Cd) 1f a determination is not made under clauses (a) to -------------------------
28 (c}, by the shareholdersF excluding the votes of shares held by 

--------------------------------------------------
2~ parties to the proceeding; or 

30 (e) If an adversa rieter~ination ts maie under ctauses Ca) 

31 to (dJ, or if no detertt:1natton is tr.ade under c(auses {al to tdl 

32 witnin 60 days after the termination of a proceeding or after a 
----------------------------------------------

33 request for an advance of expenses, as the cas~ may be, b_y a 
------------------------------------------------

34 court in thi!> state, which may be the same court in which the 
------------------------------------------------.35 proceedins involving the person 1 s liability took pfaca. upon 

-------------------------------------------------
36 applic&tion of the person and any notice the court requires. 

37 5ubd. 7. CIN.SJRANCE.I A corporation may purchase and 
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1 maintain insurance on behalf of a person in that·person•s 

2 official cap-acity against any liability asse1"ted against and 

----------------·----------------------------------
3 incurred by the person in or arising from that capacity. whether 

---------------------------------
4 or not the corporation woufd have been required ·to tndemnih the 

---------
5 person against the liability under the provisions of this 

-----------------------------------
6 section. 

7 Subd. 8. (DlSCLOSURE.J A corporation that indemnifies or 

------------8 advances expenses to a person in accordance with this section in -----------------------
9 connection with a proceeding by or on behaff of the corporation -----------------------------

10 shall report the amount of the indemnification or advance and to 

·11 whom and on whose behalf it was paid as part of the annu_al ----------------------------
12 financial ~tatements furnished to shareholders pursuant to 

-------------------------------------13 section 7B covering the period when the indennification or 

14 

15 

lo 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

26 

29 

30 

31 

32 

33 

34 

.35 

3b 

37 

-------------------------------
advance was paid or accrued under t~e accounting method of the 
----------------------------------------------
corporation reflected in the financial statements-

Sec. 85. l302A.551I (DISTRlBUTI □ NS.l 

Subdivision 1. (WHEN PERMITTED.I The board may authorize. 

and the corporation may make. a distribution only if the ------------------------------------------
corporation wi 11 be able to pay its debts in the ordinan~ course 

of business after making the di~tribution. The right of the 

---------------------------------
board to authorize. and the corporation to make. distr-ibutions 

-----------~--------------------------------------may be prohibited, limited, or restricted by, or the rights and 

------------------------------------------------
priorities of persons to receive distributions may be 

-------------------------------
established by• the ar·t ic les or by laws or an agrreement. ------------------------------

5ubd. 2. [DETERMINATION PRESUMED PROPER.! A determination 

------- -----------
that the cor:·por-at ion w i 11 be ab le to pay its debts in the 

ordinary course of business after the distribution is presuir.ed 

-------------------------------------------------
to be proper if the determination is ~ade in compliance with the 

standard of conduct provided in section 44 on the basis of --------------------- -------------
financial information prepared in accordance wfth accounting 

-------------~---------------------------------------
methods, or a fair valuation or other mPthocl, re&sonable in the 

circumstances. 

Subcl. 3 .. (EFFECT KEASURED.l (aJ ln the case of il 

di stri buti on made bi a cor·porati on in connect icn wit fl a 

purchase. redemption, or other acquisition of its shares, the 

--------------------- ----------- • 

effect of the distribution shall be measured as of the date on 

which money or other property is transferred, or indebtedness 
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1 pa~·able in installments or other~ise is incurred·, by the 

-----------------------------------
2 corporation, or as of the date or. which the sharehotder ceases 

-----------------
3 to be a shareholder of the corporation with ~espect to the -----------------------------4 sh3.res, whichever is the earliest .. 

5 Cb) The effect of any other distribution shall be measured _,,_.. __________________ _ 
-------

6 as of the date of its authorization if payment occurs 120 days -----------------------------
7 or less following the dat6 of authorization. or as of the date -------------8 of payment if payment occurs more than 120 da~s following the ---------------9 date of authorization. 

--------
tc) Indebtedness of a corporation incurred or i-ssued in a 

--------------------11 distribution in accordance with this section to a sha~eholder ---------------------
12 who as a result of the transaction is no ranger a shareholder is ------------------------------13 on a parity with the rndebtednes~ of the corporation to its 

-----------------14 general unsecured creditors, except to the extent subordinated, --------------------------------------------
15 agreed to, or secured by a pJedge of any assets of the 

---------- --------------------
16 corporation or a related corporation, or subject to any other 

--------------
17 agreement between the c~rporation and the shateholder-

16 (d) Sections 35 to 88 supersede al I other statutes of this ---------------~-19 state with respeci to distributions, and the provisions of 
-----------------------------------20 Minnesota Statutes, Sections 513 .. 20 to 513-32 do not appty to --------------.-------------~--------___.... _ __,_.._ ____ _ 

21 distributions made by a corporation governed bY sectic;>ns l to 
----------------------------------------

22 125. 

23 Subd. 4. IRESTRlCTlONS.J (a) A distribution may be made to -------------------24 the holders of a class or series of snares only if: 

2.5 (1) Art amounts payable to the holders of shares having a 
------------------------

26 preference for the payment of that klnd of distribution are -----------------27 paid; and 

28 (2) The payment of the distribution does not reduce the 

------------------29 re~ainlns net assets of the corporation below the aggregate ----~---------------------
30 prefer~ntial amount pa~able in the event of liquidation to the 

31 holders of shares h~ving prefe~ential rights, unless the 

32 distribution is made to those shareholders in the order and to 

33 the ext~nt of the~r respective priorities. ____ ., _______________________ ,.. _____ _ 
34 (bJ If the money or property avat labl e for di.stribution is 

-------------- ----··-----------------------------
.35 in~ufficient to sati$fY arr prete,e~ces, the dist~ibutions shaf l 

36 be made pro rata according to the ord&r of priority of 

------------------------------------------37 preferences by c:asses and by series within those classes. 
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1 Sec. 86 .. [302A.553I [POl-'fR TO ACQUIRE SHARES.I 

2 Subdivision 1. (W'HEN PERMlTTED; STATUS OF SHUES .. J A 
e- --,, ------------ • 

3 corporation may acquire its own ~hares. subject to section 85 .. 

4 Shares so acquired constitute authorized but unt"ssued shares of 

--------------------------
5 the corporation, unless the articles provi.de that they shall not 

6 be reissued, in whJch case the number of authorized shares is ------------------------------------7 reduced hy the number of shares acquired. 

8 Subd. 2. [STATEMENT fJf CA~CELLATIQN.I If the number of 

9 authorized shares of a corporation is reduced by an acquisition -------------10 of its shares, the corporation shalfr no later than the time it ----------------------·------------------·11 makes its next annual report to shareholders or, if no report Jj 

----------------------
12 ~ade, no later than three months after the end of the fiscal -----~-------------------------
13 year in which the acquisition occurs. file with the secretary of -----------14 state a statement of cancellation showing the reduction in the ---------------------------------------------
15 authorized shares- The stateffient shall contain: -----------------------------------lb (a} The name of the corporation; 

-----------------------
17 (b} The number of acquired shares cancelled, itemized b-y 

-----------------------------------------
1& classes and series; and 

19 {c) The aggregate number of authorized shares itemized by 
--------- --------------------------------

20 cl~sses and series, after giving effect to the cancellation. 
------------------------------------ ---------~-

21 Sec. 87. l302A .. 557l (LIA~ILITY OF SHAREHOLDERS FOR ILLEGAL 

22 D1STRIBUTION5.J 

23 Subdivision I. (LJA61LITY.J A sharehofder who receives a 
-----------24 distribution made in violation of the pro~isions of section es 

---------------------------------------------------25 is liable to the corporation, its receiver or other person 
------------------------. ----------------------

2b winding up i'ts affairs, 0£ a director under section aa, 
-------------------------------

27 subdivision 2, but only to the extent that the dist£ibution ------------------------------------------
2e received by the shareholder exceeded the amount that properly 

-----------
29 could have been paid under section 85-

30. Subd. 2. (STATUTE Of LIMITATIONS.} An action shall not be 
----------------31 commenced under this section more than two years from the date 

---------------------------------------
32 of the distribution. 

33 .Sec. 88. l30ZA.5591 [LIABILITY □ F DIRECTORS FOR ILLEGAL 

3 4 D I S TR l B UTI □ NS .. 1 

.3 5 S u b d i v i s i o n I • l L I A B IL 1 TY • J I n a d d i t i o n to a. n y o the r 

3b liabilities, a director who is pre~ent und votes for or fails to 

37 vote against, or who conse"ts in writing to a distribution made 
------------------~-------------------------------

7o 
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1 in violation of section 85 or a restriction contained in the 

2. articles or bylaws or an agr-eement, and ~ho fails to ccmply with 

-----------------------------------------------------3 th e st a n d a rd o f con du ct p r ov i d e d i n se c ti o n 4 4 , i s l i ab l e to th e ------------------·---------------------------
4 corporation jointly and severally with all other director-s so ----------------------------------------------
5 liable and to other dfrectors under subdivision 3, but only to 

------------------------------------------------6 the extent that the distribution exceeded the amount that 

7 properly could have been paid under section 85. ---------- -----------------------
Es Subd. 2. [CONTRIBUTION FROM SHAREHOLDERS .. J A director 

9 against whom an act ion is brought under th is ~ ect ion with ----------------------------- -----------
l O re spec t to a d i st r i b u t i on may i mp l ea d i n t hat act i o n a I t ------------------11 shareholders who received the distribution and may compel pro ______________________ ,_ _____ _ 

12 rata contributEon from them in that action to the extent ------------13 provided in section 87, subdivision 1. -------------------
14 .Subd. 3. lIMPLfADER; CONTRIBUTION fROM DIRECTORS.I A 

15 director against whom an action is brought under this secti~n 

16 witn respect to a distribution may 1mplead in that action all 

17 other directors who voted for or consented in writing to the 
----------------

18 distribution and may compe I pro nta contribut ton from them in 

----------------------- -~------------- ----------
19 that action. 

20 Subd~ 4. [STATUTE OF LIMITATIONS.I An action sha(l not be --------------21 commenced under this section more than two years from the date ---------- -------------------,.------------~--
22 of the distribution. 

---------------
MERGER, E X(HANG E, TR ANS ffR 

24 Sec. 89. f 302A.b0ll [KERGER-, EXCHANGE, .TRA~SFER ... I 

25 Subdivision 1. (MERGfR.l Any two or more corpoutions may 

-----------------------26 merge, resulting in a single corporation, with or w~thout a 

27 business purpose, pursuant to a plan of merger ap~roved in the 

28 manner provided in sections 90 to 96. 
-------------------------------

29 • Subd. 2. [EXCHANGE.l The shares of one or more cfasses or 

30 series of a corporatio~ may be exchang~d for shares of the s~me 
-------------------------~---------------------------

31 or a different class or series of one or more other corporations 

32 pur ~want to a pf an of exchange approved in tho manner provided. __ ,._ ___ ----------------------. ___________ _..., __ ~---~~------
33 in ~ections 90, 91, and 94 to 9b. 

3 4 5 u b d. 3. [ TRANS F ( R • 1 f:. c c r po rat [ on Ill ay s el l " t ea se. 1 

3 5 t r a n s f e r • o r o t h e r w i s e d i. s po s e of a II o r s u b st ant i a I t y a fl o r 
----- ·-------------------------------------------------

36 its pro~erty and assets in the manner provided in ~ectron ,1. 

37 .Sec. go. (3uU.6lll [PLAN OF ME:RGfR GR EXCHI\N~E .. J 
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1 Subdivision 1. (CONTENTS OF PLA~.l A plan of merger or 

2 exch3nge shall contafn: 

3 (a) The names of the corpor-ations proposing to merge or 

----------------- ------------------------
4 participate in an exchangep and: 

---------------------
5 ll> In the case of a mer~er, the name of the surviving ---·--------------------------·------
b corporation; 

7 (2) In the case of an exchange, th,e name of the acquiring 

--------------------a corporationi 

9 Cb) The terms and conditions of the propos&d merger or -----------------·---
10 exchange; 

· 11 Cc) (1) Jn the case of a merser, the manner and basis of 

-------------
12 converting the shares of the constituent corporations into 

13 sec~rities of the surviving corporation or of any other -----------------------------
14 corporation, or, in whole or in part, into money or other 

\ -------------------------------------------
15 pro~erty; or 

lb (2) ln the case of an exchange, the manner and basis of 

----------------------------
11 exchanging the shar&s of other constituent corporations .for 

---------------------------------------------------lE shares of the acquirfng corporation; 

-----------------------------
19 (dl ln the case of a merger, a statement of an~ amendments 

--------------------------
20 to the articles of the s.urviving corporation proposed as part of 

21 the merger; and 

22 Ce) Any other provisions with respect to.the ~roposed 

----------------------------23 merger or exchange that are deemed necessary or ·desirable. 

---------------------------------24 5ubd- 2. (OTHER AGREEMENTS.) The procedure authorized by 

25 t~is section does not limit the power of a corporation to 

---------------------------------- ---------
2b acq:ui re for money or pr ope-rty other than its shares a If or part 

--------------------------------
2 7 o f the sh a r e s o f a c I a s s o r s e r i e s of an o t h e r co r p o rat ion by a 

ze negotiated agreement ~ith the shareholders of the other 

-------------------------.------------------
2 9 · c c rp o r a t i on • 

30 

31 

32 

33 

34 

35 

3t 

37 

Sec. 91. l302A.&lll [PLAN APPROVAL.I 

Subdivision 1. [BOA~O APPROVAL; NOTICE TO SHlREHOLD[RS~l A 

rescrution containing the plan of merger or exchange sh.i 11 oe 
------------------· ------------------------------- __ __,..._._.. __ _ 
approved by the affirmative vote of a majority of the direct.ors 

------------present &ta meeting of the board of ench constituent 

---------------------
corporation and shall then be sub!rlitted to the shareho(der:s of 

-----· --------------------------------------------------
each constituent corporation at a regular or a·special meeting. 

~ritten notice shall be given to every shareholder, whether or 
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1 not entitled to vote at the meeting, not I ess than 14 days 
-------------------------------

2. before the meeting, in the manner- provided in section 67 f01 

------------------------
3 notice of 111eetings of shareholders .. The written notice shall ------------------- -------------------------4 state that a purpose of the meeting is to consider the proposed 

---------
5 plan of merger or exchange. A copy or short description of the 

------------------------------------6 pl3n of ~erger or exchange sh~ll be included in or enclosed with ---------------------------------7 the not i ce • 

8 Subd. 2. (APPROVAL BY SHAREHOLDERS.I At the meeting a vote 
--------

9 of the shareholders shall be taken oo the proposed plan. The -----------------------------
10 plan of merger or exchange is adopted when approved by the 

------------------- ----------------------• 11 affirmative vote of the holders of a majority of arr voting 

12 shares .. A class or series of shares of th£ corporation is 

13 entitled to vote as a class or scr.ies if any provision of the 
-~-----------------------------~-

14 plan would, if contained in a proposed amendment to the_ ---------------------
15 articles, entitle the class or series of shares to vote as a 

lb cl3zs or series and, in the case of an exchange, if the class or 
----------------------------------------.---------

17 series is included in the exchange., 

18 

19 

20 

21 

22 

23 

24 

25 

2b 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

--------~ -------- • ----------
.Subd. 3. [WHEN APPROVAL BY SHAREHOLDERS f.:□ T REQUIRED.I 

Notwithstanding the provisions of subdivisions 1 and 2, 

submis~lon of a plan of merger or exchange to a vote at a 
-----------~-------.-------~----~------~----~---
meeting cf shareholders of a surviving or acquiring corporation 

is not required if: 

(al The articles of the cor-poration wilf not be ame.nded in 

-----------------------
the transaction; ------------

(b} Each holder of shar-es of the corporation that were 

--------------------------------------
outstanding immediately before the effective date of the ------------------------------------
transaction will hold the same number of shares wlth idantical ----------------~-------------------~~--.--------
rights immediately thereafter; -----------------------

(c) The number of votfng shares of the corporation -----------------,,-------------------
im~ediately after the merger or exchange, plus the number of 

voting shares of the corporation issuable on conversion or 
--------

exchange of securities other than shares or on the ex ere ise of 

ri9hts to purchase securities Issued by virtue of the terms of 
-------------------------------------------------
the transaction, wi 11 not exce~d by mare than 20 perce;nt the 
---------------------------------------
nuT.eer of voting shares of the corporation immediately before 
------· ----------------~--------------------------------
t n e t r a n s a c t i o n ; an d 

(d) The number of participating shares of the corporation 
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1 im~ediately ~fter the tr-~nsaction, plus the number of 
---------·-----------------------------------

2 participating shares of the corporation issuable on conversion 
---------------------

3 or ~xchange of, or on the exercise of rights to purchase, 
----------------------------- ---------------

4 securities issued ln the tra~sactlon, will not exceed by more 

--------------------------------------5 than 20 percent the number of participating shares of the 
------------------------- ----------

b corporation immediately before the transaction .... Participating 
---------------------------------------------------

7 shares" are outstanding shares of the corporation that entitle ---------------·--- -------------·---------a thetr holders to participate without· limitation in distributions 
--------

9 by the corporation. -------------
Sec. 92. [302A.61Sl [ARTICLES OF MERGER; CHTIFJCATE.J 

11 Subdivision 1. [CONTENTS OF ARTICLES.I Upon receiYing the 

12 approvaf required by section 91, articles of merger shall be 

13 prepared that contain: 

14 (a) The plan of merger; 

15 Cb) Fer each corporation,. either: 

16 ll) A statement that the plan has been approved by a vote 

17 of the shareholders pursuant to section 9'1, subdivision 2; or 

18 (2) A statement that a vote of the shareholders is not 
--------------------------------------------

19 required by virtue of sectfon 91, subdivision 3. 
--------------------------------------

20 Subd .. 2 •. (ARTICLES SIGNED, FILED.} The articles of merger 

21 shall be signed on behalf of each constituent corporation and --------------------------~-----------------
2 2 f i I e d w i th t he s e c r et a r~ of s ta t e • 

23 Subd. 3. [CERTIFICATE .. J The secretary cf state shall issue 

24 a certificate of merger to the surviving corporation or its 

----------------- -----------
25 legal representative. 

26 Sec. 93. l302A.6211 [~E~GE.R Of SU&SIDlARY lijTQ P~RENT.) 

27 Subdivision 1. (WHEN AUTHORIZED; CONTENTS OF- PLAN.I A ----------
28 parent owning at least 90 percent of the outstanding sh:1res of 

----------------·------------------------------
2 9 ea c h c l a s s on c s e r i es o f a sub s i d i a r y m a y m e r g e t he s u b s i d i a ry ____ . _____ ,_. ___________ _ ~----------------------
30 into it~elf without a v~te of the shareholders of either 

----------------------
31 corporation. A resolution approved b:t the affirmative vote of a 

32 majority of the directors of the parent present shall set forth 
-----------------------------------------------------

33 a plan of n~rger that contains: 

34 Ca) The name of the subsidiar·y and the name of the parent; 

3 5 and 

36 tb) The manner and basis of converting the shares of the 
·---------------37 ~ubsidiary into securities of the parent or of another 
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1 corporation or, in whole or in part, into money or other 

2 property. 

3 Subd. 2. INOTlCE TO SHAREHOLDERS.I A copy of the plan of 

4 merger sha 11 be ma i I ed to each sha reho f der, other than the 

---------------------------------5 parent, of the subsidiary. 

6 Subd. 3. (ARTICLES OF MERGER; CONTENTS OF AJtTlCLES .. l 

7 A~ticles of merger shall be prepared that eontain: 
-------------------------------------

8 la J The p I an of merger; 

------------------
9 (bl The nu~ber of outstanding shares of each class and -----·---------10 series of the subsidia-ry and the number of shares of each class --------------------------. 11 and series owned bY the parent; and 

12 Cc) Th~ date a copy of the plan of merger was mailed to 
---------------

13 shareholders, other than the parent, of the subsidiary. 

-----------------14 5ubd. 4. (ARTICLES SIGNED, FILED.I Within 30 days: a.fter a 

15 copy of the plan of merger is mailed to shareholders of the --------------------------16 subsidiary. or upon waiver of the mailing by the holders of all 

--------------- ------------
17 outstanding shares, the articles of merger shalt be signed on 

------------------------- ----------
16 behalf of the parent and filed with the se-cretary of state .. 

---------
19 Subd. 5. [CERTIFICATE.J The secretary of state sha fl issue 

20 a certificate of merger to the pa~ent or its legal 

---------------
21 representative. 

22 Sec. 94. (302A.631J [ABANDONMENT.} 

23 Subdivision 1. lBY SHAREHOLDERS OR PLAN .. J Ute1 a plan of 

24 merger or exchange has been appr·oved at a meeting by the --------------25 affirmative vote of the ho Ide rs of a majority of at l voting 

26 sh3res of each constituent corporation and before the effective -------------------,.~----~----------------
2 7 d a t e o f th e p I an , i t may b e ab and o n e d: 

--------------28 (al If the shareholders of each of the constituent 

29 ·corporations have considered abandoning the plan and the -----------------~------~----
30 abandonment has been ap~roved at a meeting by the affirmative 

----------------------.-------------------
31 vote of the holders of a majority of all voting shares of each 

----------------- .----------------------
32 constituent corpcraticn; 

33 {b} If the plan itself provides for abandonment a.nd all 

34 ~ondi ti ans ior abandonment set forth in the pl an are met; or· 

-------------------------------------------------
35 Cc) Pursuant to 5iJbd"ivision Z .. 

-· -----------~-----------~--
36 Subd. ;.:. [BY oOARD; ARTICLES Of ABAND□ NMENT.J If articles 

31 of ~erger have not been filed with the secretary of state and 

-----------------------------------------------------
cl 
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l the plan is to be abandoned, or lf a plan of exchange is to be 
--------------------------------------------2 abandoned, a resolution abandoning the plan of merser or ----------------------- ---------

3 exchange may be approved by the affirTiative vote of a majority 

------------------------------4 of the di~ectors present, subject to the contract rights of any -------------------------- --------
5 other person under the plan. If articles of merger have been ------------ ------------6 filed with the secretary of state, the board shall file with the -----------------~------
7 secretary of state articles of abandonment that contain: -------------------------------------8 Ca) The name of the corporation; 

-------------9 (bl The provision of this section under which the plan is 
---------

10 abandoned; and 
----------

11 le) The text of the resolution approved by the affirmative --------------------------
12 vote of a majority of the directors present abandoning the plan. -------------------------------13 Sec. 95. l302A.641J (EFFECTIVE DATE OF KERGER OR EXCHANGE; 

14 EFFECT.I· 

15 Subdivision 1. (Eff~CTIVE DATE.I A merger is effective ------------
16 when the articles of merger are filed with the secretary- of 

-------------------------------- ------------17 state or on a later date specified in the articles of merge~. An 
---------------------

18 excnange is effective on the date specified in the plan of ------------------------------------------19 exchange. 

20 Su~d. 2. [EFFECT ON CORPORATJON.J When a merger becomes --------------21 e f f e ct i ve: 

22 lal The constituent corporations become a single 
---------- -----------------------

23 corporation, the surviving corporation; 

24 lb) The separate existence of all constituent corporations 

25 except the surviving corporation ceases; 
---------------26 (c) lhe survEving corporation has all the ~ights, 

--------
27 privilages, immunities, and powers, and is subject to all the 

-------------------~-----------------------------26 duties and l iabi I ities, of a corporation incorporated under 

29 sections 1 to 125; 

30 ld) The surviving ~orporation possesses all the rights, 
---~--------~----------------------------------

31 Privileges, immunities, and franchises, of a public as well as 

32 of a private nature, of each of the constituent corporations. 

--------------------------------------------
33 All property, real, person~l, and mixed, and all debts due on 

--------- ----------
34 an::, account, rncluding subscriptions to shares, and aH other 

35 choses in action, and every other interest of or belonsing to or 
----·-----------------------------------------

3b aue to each of the constituent cor·poration~ vests in the 

37 surviving corporation with~ut any further act or deed. 
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1 Confirmatory deeds, assignrcents, or similar instruments to 

------------------------------------------
2 accomplish that vest inq u:ay be signed and delivered at any time ---------------· -------------------.------
3 in the name of a constituent corporation by its current officers 

----------------------
4 or, if the corporation no longer exists, by its ·la.st officers. 

5 The title to any real estate or any interest therein vested in ----------------o any of the constituent corporations does not revert nor- in any ------------
7 way become impaired by reason of the De~ger; 

8 (e) The surviving corporation is responsible and riab le for 

9 alt the liabilities :tnd obligations of each of the constituent -----~----------------------
10 corporations. A claim of or against or a pending proceeding by 

-------------------------.11 or against a constituent corporaticn nay be prosecuted as if the 

-----------------------------12 _mer·ger had not taken ptace,. or the surviving col"poratlon may be -----------------------
13 substituted in the pface of the constituent corporation. Neithe~ ----------------·----~---------------14 the rights of creditors nor any liens upon the property of a 

---------~----------------------------
15 constituent co~poration are impaired bY the merger; and 

---------------------------------
16 tf) The articles of the surviving corporation are deemed to 

17 be amended to the extent that changes in its articles, if any, ------------------ -------------------------
18 are ~ontained in the plan of merger. 

19 Subd. 3. (EFFECT Oij SHAREHGLDERS.J When a merger or 

20 exchange becomes effective. the shares of the corporation or 

---------------------------
21 corporations to be converted or exchanged under the terms of the 

22 plan cease to exist in the case of a Tierger, or are deemed to be ----------23 exchanged in the case of an exchange. The holders of those 
--------------------------

24 shares are entitf ed onry to the securrtie~. money, or other ----------~--------------------
25 property i:ito which those shares have been converted or for ---------------------26 which those ·shares have been exchanged in accordance with the 

-------------------...-- ----~--------------------27 plan, subject to any dissenter~s rights under section BO. 

28 5ec~ 96. (?02A.651J (MERGER UR EXCHA~G[ ~ITH FOREIGN 

29 CORPORATIJN.J 

30 Subdivision 1. l~Hfh PER~lllED.J A domestic corporatfon 

31 may merge with or participate in an exchange with a foreign ---~------------------
32 corporation by following the procedures set forth in this 

----------------------------------
33 .section, if the merger or exchange is permitted b:t the laws of ----------·---------------------------------
34 the state under which th~ for&ign corporation Is incorporated • 

. 35 . Subd. 2. ILAW5 APPLICABLE Bf FORE TrANSACTI □ N.I Each 

3b do11estic corporation sha II corr.ply witn the provisions of 

37 sections 89 to 96 with respect to the merger or exchan~e of 
-----------·--------------------------------------
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l shares of cor-porations and each fol"eign corporation shall comply 

----------- ------------------------------------
2 with the appl icnble provisions of the laws under which it was 

-----------------------------------------------
3 incorporated or bY which it is governed. 

----------------------------------
4 Subd. 3. (DOMESTIC SURVIVING CORPORATION~J· If the 

s s u r v i v i n q c o r po r a t i o n i n a me r g e r ~ i I I be a do m est i c 

--------------------
6 corporation, it shall comply with &ll the provisions of sections 

----------------------
1 l to 125. 

8 Subd. 4. (FCREIGN SURVI~ING CORPORATIO~.J If the surviving 

9 corporation in a merger wi fl be a foreign corporation and will 

10 transact business in this state, it shal I compl:f Mith the --------·-------------------·11 provisions of Minnesota Statutes. Chapter 303 with respect to ----------------------
12 _foreign corporations. In every case the sur-vlving cor-poration 

13 shall file with the secretary of state: 
-----------------------------

14 la) An agreement that it may oe served with process in this 

15 state in a proceeding for the enfo rce!llent of an obi igat ion of a ------------
lb constituent corporation and in a procee-cHng for the enforcement 

----------------------
17 of the right~ of a dissentinq ~har~holder of a constituent -------------------- ----------
16 corporation against tne surviving corpor-ation; ------------------
19 (bJ An irrevocable appointment of the secretary of state as 

20 its agent to accept service of process in any pr·oceeding and an 

-------------------------
21 address to which process may be forwarded; and 

22 (c} An agreement that it will promptf~ pay to the -------------23 dissenting sha£ehofders of e2ch domestic constituent corporation ---------------------------24 the a~ount, if any, to Which they are entitled under section Bl. --------------------------------
25 Sec. 97. [ 30ZA .66ll lTRAN5FE R Of- ASS ET 5 i WHEN PERM 1 TTED .. J 

26 Subdivfsion l. [SHAREHOLDER APPROVAL~ ~HEU NOT REQUIRED.I 
-------

27 A corporation, by aff;rmative Ycte of a majo~ity of the ---------------- ---------28 directors present, may sell, lease, transfer·, or- other-wise 

---------------------------------------
29 dispose of all or substantially all of its property and assets 

--------------------------- -----------------
30 in the usual and regular course of its business and grant a 

31 security interest in al I or substantial lY all of its property 

32 and assets whether or not in the usual and regular course of its 
-- • ---------· ----------------------------------

33 business., upon those tt-rrr.s and conditions and for those 

--------------------------------------------
34 considerations, which may be money, se~urit~es, 01 other 

.35 instruments for the payment of money or other propertyr as the 

36 board deeill~ Pxpedient, in ... tdch ca!le no shareholder approval ls 

-------------------------------------------------
37 r·equi red. 

fl4 
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1 Subd. 2. (SHAREHOLDE~ APPRO~AL: WHEN REQUtlED.l ~ 

2 corporation, by affirm&tive vote of a r.iajority of the directors 

---------------3 present, may sell, lease, transfer, or othe~wise dispose of all 
--------------------------------------------------

4 or substantia.l ly all of its property and assets," including its 

5 good wi 11, not in the usua I and regular cour·se of its business, 

6 upon those terms and conditions and for those considerations, 

--------------------------------------7 which may be money. securities, or other instruments for the 
----------------------------------8 payment of money or other property, as the boa~d deems 

-------------9 expedient, when approved by the affirnative vote of the holders ----------------------- ------------10 of a majority of all voting sh~res at a regular or special 

·11 meetfng of the shareholders. Notice of the meeting shatf be 

12 9iven to all shareholders ~hether or not they a~e entitled to --------------------------13 vote at the meeting. 

14 Subd. 3.. L51GNHIG OF DOCUMENTS .. ) Confirmatory dee:ds, 

15 assignments, or similar instruments to evidence a sale,- lease,-------------------------------
16 t r a n sf e r ,. o r o t her d i. s p o s i t i on may b e s i gn e d and de l iv ere d a t -------------~----- ------------------------
17 any time in the name of the transfero~ by its current officers 

-------------------------------
18 or, if the cor-porat ion no longer exists, by its las-t cff ice rs. 

-- . - -- - ------------------------------------------------------19 Subd. 4. lTRANSFEREE LIABlLlTY.l The transferee is liable 

------------20 for the debts, obligations, and liabilities of the transferor ----------------- ----------
21 only to the extent provided in the contract or agrsement between 

---------------~--------------------
22 the transferee and the transferor or to the extent provided by 

-------------------------------------------- ·- -
23 sections l to 125 or other statutes of this state. -------------------------
24 DI SSOLUT JON 

25 

26 

27 

28 

29 

30 

31 

-::t ") 
--"-

33 

34 

.35 

36 

37 

Sec. 98. [302~.7011 [METHODS OF D1550LUTION.I 

A corpo·ration :na.1 be dissolved: 

---------ta} By the incorporators pursuant to section 99; 

------------------------------
(b) By the shareholders pursuant to s;3cti-ons 100 to lOb; or 

-------------------- -------------------------(c) By order of a court pursuant to sections 107 to 115. 

Sec. 99. (302A.7Ill [VOLUNTARY OJSSOLUfiON aY 

INCORPCJRJ'.T!JRS. I 

Subdivision 1 .. !~ANNER .. J A corporation tha.t t.as not issued 

sh1res may he dissolved by tne incorporator3 in the manner set -------------~-------------------------------
for th i n th i s sect r on • 

Subd. z. [ART1CLE5 Of DlSSOLUiJON.l (a) A majority of the 
------- ------------

inc o rp o ra tors shall sign articles of aissolution containing: 

--------------
(1} The name of the ctrporation; 
-------------------------
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(2.J The date of incorooration; -----------------------(3) A statement that shares have not been issued; 
----------· --------------~-------(4) A statement that all consideration received from 

~ubscribers for shares to be issued. less expenses incurred in --------------------------------
the organization of the corporation, has been returned to the 

------------------------------------------sub SC r l be r s i and 

(5) A statement that no dehts re11ain unpaid.· 

--------------·-----------------(b) The articles of dissolution shall be file.d with the ---------------secretary of state. 

Subd. 3. (EFFECTIVE DATE.t When the a~ticles of 

dissolution have been filed with the secretary of state~ the 
--------------- -------------------------corporation is disso I ved. 

Subd. 4. [CERT IFlCATE.l The secretary of state shall issue -------------to the di::.solved corporation or its legal representative a. 

-----------------------------------------certificate of dissolution that contains: 

laJ The name of the corporatf-on; 

-------------(b) The date and time the articles of dissolution wete 

filed with the secretar~ of state; and ---------------------------
tcJ A statement that the corporation is dissolved. 

---------------------------
Sec. 100. [302A.72ll [VOLUNTARY DISSOLUTION SY 

SrlARE:ti □ LDERS.1 

22 Subdivision 1. lHANNER.1 A corporation may be dissolved by 

----------------------23 the shareholders when authorized in the manner set forth in this ----------------------------
24 section. 

25 Subd •. 2. (NOTICE; APPROVAL.} (aJ Written not ice shat I be --------------26 given to each shareholder cntjtled to vote at a meeting of -------------------------~------------------27 shareholders within the time and in the manner provided in 

---~---------------------~----------------
2e section f7 for notice of mee·tings of shareholders and. whether ------------~---------------
29 the meeting is a regular or a sr,ecial meeting, shall state that -----------------------------
30 a purpose of the meeting is to consider the advisability of 

31 dissolving the corporation. 
----------------------

32 CbJ The proposed dissolution shalr be submitted for 

-----------~-----------------33 approval at a meeting of shareholders. If the proposed 
---------------,---~-----·--------

34 di-ssolution Is approved at a meeting by the affir-mat ive vote of 
------------------------------------------------

_35 the holders of a majority of all voting shares, the dissolution 

---------------------------
3 6 sh a I I b e c ':>mm e!l c ed. 

31 Sec. 101~ (302A.723l (FILING NOTICE OF lNTrNT TO DISSOLVE; 
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1 EFF-ECT.J 

2 Subdivision 1. (CONTENTS.I 1f dissolution of the 

------------ ·-
3 corporatio~ is approved pursuant to section 100~ subdivision z~ 

------------
4 the corporation shall file with the secretary oi state a notice 

---------------------- ----------------------
5 of i n t e n t t o d i s s o I v e • T he not i c e sh a I l c r, n ta in : ------------6 Ca) The name of the corporation; 

-----~---------~---------
7 (b) The date and place of the meeting at which the -------------- -----·---------8 resolution was approved pursuant to s~ction 100. subdivision 2; --------------9 and 

10 (c) A statement that the requisite vote of the shareholders 
-------~-

·11 was received, or that all shaFeholders signed a written action. ---------------------------------------------12 Subd. 2. [WIND ING UP .l When the noti- ce of intent to 

13 dissolve has been fited wtth the secretary of state, and subject ------------ -------~----------14 to section 105, the co~poration shatJ cease to carry on its ----------------- ------------~--.--------
15 business, except to the extent n~cessary for the winding up of 

----------------------- ------
16 the corporation. The shareholder·s shaft retain the ri.ght to 

--------- ----------------------17 revoke the dissolution proceedings in accordance with section ------------------------------------------
18 105 and the right to remove dir&ctors or fitf vacancies on the --------------------------------
19 board. The corporate existence continues to the extent 

---------------------------------
20 necessar·y to wind up the affairs of the corporation until the 

-----------------------------------------
21 dissolution proceedings are revoked or a~ticl•s of dissolution 

--------------------------22 are filed with the secretary of state. -------- ---------
23 .Subd. 3 .. [RH~EDif5 COUTlfJUED.J The fHing with the 

24 secretary of state of a notice of ,ntent to dissolve does not 

------------------- ---·--------
25 affect any remedy in favor of the corporation or any ~emedy 

------------ --------------26 against it ir its directors, officers, or shareholders in those ------ ------------ ___ ,.. ___ _____ 

27 capacities, except as provided in section 117. 

---------------------
28 5ec. 102- (30ZA.725J (PROCEDURE·IN DIHCLUTI □ t~.J 

2c; .Subdivision 1. ICOLLECTJON; PAY"1ENT .. l it.hen 1 notice of 

-----------
30 intent to dissolve has been filed with the secretary of state, 

31 the board, or the o1ficers acting under the direction of the 
---.... ------------~-------------··--------------

32 boltrd, shall proceed as soon as possible: 
-------------------------------

33 ta! To_ collect or make provision for the cc.tfectlon of all 
------------·--------------- -------~--------

34 debts due or· owing to the cor-porat ion, including unpaid 

35 subscriptions for shares; and 
------------------------

3 6 ( b ) 1 o P a y o r ma k e p r c v r s i on f o , th e pa :ym en t c f a II d e b t s, 

37 obligations, a.nd lia::>ilities of thP- corporation accor·ding to 
------------ ·---- -----------------
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1 the i r priorities. 

2 Subd. 2. lTRAijSffR CF ASSETS.I ~otwithstanding the 

3 provisions of section 97,, when a notice of intent to dissoJve ---------------------------------------------
4 has been filed with the secretary of state, the.directors may 

-------------
5 s e I l • l ease , t r a n sf e r , o r o t he rw i s e d i s p o s e o f a l l o r 

----------------------
6 substantially al I of the property and assets of a dissolving 

--------------------------
1 corporation without a vot~ of the sharehol<lers-

8 Subd. 3. (DISTRIBUTIO~ TO SHARErl □LDERS.1 All tangible or 

9 intangible property, including money, remaining after the 

10 disch.arse of the debts, obtigations, and liabilitiE's of the ------------- --------
• 11 corporation shaf I be distributed to the shareholders in -------------------------
12 accord•nce with section SS, subdivision 4. 

------------- ---------------
13 Sec. 103. (302A.7271 lNOTlCE TO CREDITORS AND CLAIMANTS.I 

14 Subdivision 1.. (WHEN PERMITTED; HOW GIVE~.l When a notice 

15 of intent to dissolve has been filed with the secretary of -------------
16 state, the corporation may give notice of the filing to each 

---------------------------------------------
17 known c·reditor of and claimant against the corporation 1.t the 

18 last known address of each known present, future, or contingent 
-------------------------------------------------

19 creditor and claimant. The corporation ITTay give pubtished 

-----------------20 notice to known creditors or &laimants who5e address is unknown --------------------·---------------------------
21 and to unknown present, future, or contingent cr·edrtors and 

---------------------------
22 claimants, b~ publishing the notice once each week for four 

------------------------------------------------
23 ~uccessive weeks in a legal newspaper as defined in Minnesota -------------~-------------
24 Statutes. Section 331.,02 in the county, or counties where the 

25 registered office and the principal e~ecutfve office of the 
-------------------------------

2 b corporation ·are located. 

27 Subd •. 2. (CONTENTS.I lhe notice to creditors and 

----------2 8 c f !I i :n a in ts sh a I I cont a in : 

29 (aJ A atatement that.the corporation is in the process of 

-----------------------------
30 di s~o Iv i ng i 

31 (b) ~ statement that the corporation has filed with the 
----~----------------------------~-~----------

32 secretary of state a notice of intent to dissolve; 

33 (c) The date of filing the notice of intent to dissolve; 
----------------------------------

34 (d} lhe address of the office to which written claim~ 

.35 :19,inst tne corporation must be presented; and 

-·-----------------------------------
3b te) The date by ..:hich al I the claims l"IUst be received, ----------------------------------------
37 wnich shall be the later of 90 days after the notice of intent 

------------------------------------------------
(!8 
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1 to dissolve was filed with the secretary of state or 90 days 
-----------------------------------

2 aftir the last date on which notice to creditors anJ cliimants 

---------------------------------------------3 was given. 

4 Sec. 104. (302.A.7291 [CLAIMS IN OISSOLUTIO-N.J 

5 Subdivision 1.. [PRO(EDURE.J If the corpor-at ton gives 
---------------

6 proper notice to cred;tors and cfaimants pursuant to section 103: 

------------------------------7 (a) The cl~im of~ creditor or claimant to whom notice is -----------~-----------8 given who fails to file a claim according to the procedures set 

------------------
9 forth b~ the corporation on or before the date set fo~th in the 

------------------- -----------10 notice is subject to the provisions of section 117; 

·11 (bJ The corporation has 30 days from the receipt of each 

-----------~--------------12 claim to accept or r~ject the claim; a claim not exp~essly 

------------------------------------
13 rejected is deemed accepted; and 

--------------------14 (c) A creditor or claimant to whom notice is given and 

15 whose clai~ is rejected by the corporation has bO days from the 
------------ --------------

16 date of rejection. or 180 days from the date the cor·poration 

17 filed with the secretary of state the notice of intent to 
----------------------------------oi------------...---

16 dissolve, whichever is longer, to pursue any other remedies with 
---- -------------------------

19 respect to the claim. If the credito~ or claimant does not 

20 initiate legaJ, administrative, or arbitration proceedings ~ith 
-----------~-----------------------

21 re spec t to t h e c I a i m du r i n g th a t p e r i o d ~ t he c I a i m i s su b j e c t t o -------------------------------------------------
22 tha provisions of section 117. 

---------------------
2 3 Sub d. 2 • l S TA T U TE OF U MIT AT to NS • I T he c ta i At o f a c red i to r 

24 or claimant to whom notice is not given and who does not 
------------------------------------·-----------

25 initiate l ega I, adm in istrcact,ve. or ar-bitration proceedings 

--------------------------------------~---26 concerning the claim within two years after the date off ilin2 
-------------------------------- -----------~--27 the nottce of intent to dissolve is thereafter subject to the 

-----------------------28 provisions of 117. 

29 Sec. 105. [30£A.73li [REVOCATI □n Of OlSSOLUTJON 

30 PROCEEDINGS.) 

31 Subdivision 1. (GENER~LLY.J Dissolution proceedings 

32 commenced pursua:1r: to section 100 rn2y be revoked prior to firing 
---------------------------------~---..~-----

33 of articles of dirsolution, 

34 Subd. 2.. lNGllCE lCI SHARHIOLDERS; APPROVAL.I Written 

.35 notice shall be given to every sharehofder entitled to vote at a 
---------------~--------------------------------------

36 shareholders• meeting within the time and in the manner pro\ided 

37 in section 67 for notice of meetings of ~hareholders and shal I 
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1 state that a purpose of the meeting is to consider the 

------------------------------------------2 advisability of revoking the dissolution proceedings. The 
----------------- -------------------------

3 proposed revocat)on shatl be ~ubmitted to the shareholders at ------------------------------------------------
4 the meeting. If the proposed revocation is appr~ved at a 

-------------------------------5 meeting by the affirmative vote of the holders of a majority of 

6 all voting shares, the dissolution proceedings are revoked. ----------------------------------------
7 Subd. 3. (EFFECTIVE DATE; EFFECT.I Revocation of 

a 

9 

10 

·n 
12 

13 

14 

15 

lb 

17 

1a 

19 

20 

21 

22 

23 

24 

25 

lb 

dissolution proceedings is effective when a notice of revocation 

is filed with the ~ecretary of state. The corporation may 

------------------ ____ ,.. __ _ 
thereafter resume business. 

------·------
Sec. 106 .. (3024.,7331 (ARTICLES OF OISSOLUTIOM; CfRTIFICATE 

OF DISSOLUTION; EFFECT.} 

Subdivision l. (ARTJ(LESi V.YfN FILED.I Artictes of 

dissolution for a corporation dissolving pursuant to section 100 ------------------------
shall be filed with the secretary of state after: 
--------------------------------------

(a) The payment of claims of all known creditors and 
---------------------------

claimants has been made or provided for; ---------~-------------------
(b) The 180 da~ period described in sectton 104, 

subcHvision 1, clause (c) has expired. if the corporation has 

----------------------------------------.--------qiven notice to creditor~ and claimants of the corporation in -----------------------------
the manner described in section l03i o.r, in all other cases, ------------------------

(CJ The two year period· desci-ibed tn section 104• 

subdivision 2 has expired. 

Subd. 2. [CONTENTS OF ARTICLESJ The articles of 

dissolution shall state: 

------------------
(a) Whether or not notice hns been given to all creditors 
---------------

27 and claimants of the corporation in the manner provided in _________ __, __ . _____________________ _ 

28 section 103, and, if notice has been given~ the last date on 

29 which the notice was given and the date on which the longer of 

------------------------------------30 the periods described in section 104, subdivision 1, ctause Cc) 
-----------------------------------

31 expired; 

32 Cb) That all debts, obligations, and riabilities of the 

-------------------
33 corporation have been paid and dischar!Jed or that adequate 

-------------------
34 provisions have been made therefor; 

35 le) That the remainin~ propert~, assets, and claims of the 

36 corporation have been distributed among its shareholders in 
-----------------------37 accordance with section es, subdivision 4, o~ that adequate 
---------------------------------------------
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1 pro~ision has been made for that dist~ibution; and 
-------------------------

2. (d) That there are no pending legal, administrative, or 
--------------------------------

3 arbitration proceedings by or against the corpor-at ionr or that -~-~-------------------- --------------4 adequate provision has been made for the satisfa~tion of any ---------------------------------------5 judgment, order, or decree that may be entered agafnst it in a 
------------------------------6 pending proceeding, and that all othe.r- claims are barred under -----------·----- ----------------7 sec ti on 117. 

8 Subd. 3. [EFFECTIVE DATE.I When the articles of 

9 dissolution have bean filed with the secreta~y of state, the --------------10 corporatio~ is dissolve~. 

---------------
·11 Subd. 4. I CERT I FJCATE .J The secretary of state shall issue 

12 ~o the dissolved corporation or its legal representative a 

-------------------13 certificate of dissolution that contains: 
------------------------------14 Ca) The name of the corporation; 

15 (b} The date and time the articles of dissolution were 
----------------------- ------------16 filed with the secretary of state; and 

-------------------------17 (c) A statement that the corporation is dissolved. 

18 Sec. 107. [302A.74ll [SUPERVISED VOLUNTARV DISSOLUTION.I 

19 After tt;e notice of intent to dissolve has. been filed with 
------------~-------------

20 the secretary of state and before a certificate of dissolution ---------21 has been issued, the corporation,. or for good cause shown, ~ ------------------
22 shareholder or creditor may apply to a court within the county 

23 in which the registered office of the corporation is situated to 

-----------------------------~----------------24 have the dissolution conducted or continued under the ----------~-~----------------------~--------
25 supervision of the court as provided in sections 106 to 117. 

26 Sec. 1~8. (302A.751I ( INVOLUNTARY DJSSOLUTION.J 

2.7 Subdivision 1. (WHEN PE~MITTED.l A court may grant any 

28 equitable relief it deems just and reasonable in the 

29 ci rcu11stances or ma_y dissolve a corporation and l iqu ida.te its 

----------
30 assets and business: 

31 (a) In a supervised voluntary dis$olution pursuant to 

-----------------------------
32 section 107; 

3 3 ( b I I n an act i o n b y a sh a re ho f de c when i t i s est ab I i shed 

34 that: 

.35 (1) The diiectors or the pen·ons having the authority 

------------------------------ --------------36 otnerwise vested in the board are deadlocked in the management ---------~-------------------------------------
37 of the corporate affairs and the shareholders are unabte to 
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l break the deadlock; 

2 

3 

4 

5 

b 

7 

8 

9 

10 

·11 

12 

13 

14 

15 

lb 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Zb 

27 

28 

29 

30 

31 

32 

33 

34 

.35 

36 

37 

---------------(2) The directors or those in contr-ol of the cor·poration 
------------ - -------------------

have acted fraudulently, illegally, o~ in a mannet persistently ------------------------------------------unfair toward one or more minority shareholders;· 
-------------------------------(3) The shareholders of the corporation are so divided in 

------------------
voting power that, for a period that includes the time when two 

-----------------------------------------~---------consecutive regular meetin~s wer~ held. they have failed to -----------------------------elect succe~sors to directcrs whose terms have expi~ed or ~outd 

----------------------------------have expired upon the election and qualification of their ----------------------·---
successors; 

(4) The corporate assets are being misappfied or W3sted; or 
------------------
(5) The period of duration an provided in the articles has 
-------·----------------------

~xp ired and has not been extended as provided in section 120; 

----------------(c) In an action hy a cr&ditor when: --------------------------
(1) The claim of the credito~ has been reduced to judgment ----------------------- -------------

and an executfon the~eon has been returned unsatisfied; or 

(21 The corporation has admitted in writing that the claim -------------------------
of the creditor is due and owing and ft fs established that the ----------------------corporation is unable to· pa1 its debts in the ordinary course of 

b Lisi n e s s; o r 

Cd) In an action by the att·or-ney general to di·s.sorve the 

corporation in accordance with section 111 when it is -----------------
established that a decree of dissolution is appr-opriate~ ----------·-----------------

Subd. 2. [CONOlTION Of CORPORATION.I In determining 

fthether to order dissolution. the court shalf take into 

considerati~n the financial condition of the co~poration but 

shalt not refuse to order dissolution solely on the gFound that 

the corporation has accumulated or cu~rent ·operating profits. 

Subd. 3. (EXPENSES.I If the court finds that a. pcr-ty to a 

proceeding brought under this section has acted arbitrarily, 
-------------------------~-----------------------
vexatiously, or otherwise not in good faith, it may in its 

------------d i sc re t i on a w a r d r ea s o na b I e e x pe n s e s • i n ct u d in g at t o r n ey s I f e es 

------~------------------------
and disbursements, to any of the othe~ parties. 
-----------------------------------Subd. 4. (VENUE; PARTIES.I Proceedings under this section 

-------- -------------------.-----
shall be brought in a court within the county in which the 

-----------------------------------------------------
registered office of the corporation is located. It is not 

---------------------------------~----------------necessary to make shareholders parties to the action or 
---~-------------------
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1 proceeding unless relief is sought against them personally. 

---------------------- -------------------------
2 Sec. 109. {302~.7531 (PROCEDURE IN INVCLUNT~RY OR 

3 SUPERVISED VOLUNTARY DISSOLUTION.) 

4 Subdivision t. (ACTION BEFORE HEARING.) I~ dissolution 

5 proceedinss the court may issue injunctions, appoint receivers 
-----------------------------------------------6 with al r r,owers and duties the c.ourt directs, take other actions 
---------~--------------------------------7 required to preserve th& corporate assets wherever situated, and 
----------------------------------------8 carry on the business of the co~poration until a full hearing 
------------------------------9 can be held. 

10 Subd. 2. (ACTION AFTER HEARING.I After a full hearing has 
------------

·11 been hel~, upon whatever notice the cou~t directs to be given to 
------------------·----------

12 .a if parties to the proceedings and to any other parties in 

13 interest designated nY the court, the court may appoint a ----------- ------------------14 receiver to col I ect the corporate assets, including af r amounts ----------------·---
15 owing to the corporation by subscribers on account of any unpaid 

16 portion of the consideration for the issuance of shares. A 
--------------------------------------------17 receiver has authority, subject to the orde~ of the court, to --------------------------------------------

18 continue the business of the corporation and to set 1, rease, 

------------~--------------~----~---
-19 transfer, or otherwise dispose of alJ or Gny of the property and 

-----------~------------------------- ---------
20 assets of the corporation eith~r at pubtic or private sale. ------------------~----------------------
21. Subd. 3. [DISCHARGE Of- O~LIGATluNS.J The assets of the 

22 corporation or the proceeds re-suiting from a sale, lease. 
---------------------------------23 transfer, or other disposition shall be applied in the following ------------ --------------------24 order of r>r·iority to the payment and ciischarse or: 

------------------------------------~-25 (a) The costs and expenses of the proceedings, inctuding 

26 attorneys• (ees and disbursements; 

27 lbJ Debts, taxes and assessments due the United States, the 
--------- ---------------.-------------

2£ state of Minnesota and their subdivisions, and othet states and 

---------------------------~--------·----------29 their subdivisions, in that orueri 
-----------

30 Cc) Claims duty proved and al lowed to empfoYees under the 

----------..-.--------------------~---------.... ---31 provisions of the workers• compensation ~ct; provided, that 
--------

32 cfai'Tls under this clause sharl not he allowed if the corpontion 

3 3 ca r r i e d wo r k er -s • comp en s3 t ion i n su ran c e , as pr- ov i de d by I aw , a t 

34 th, time the injury ~as sustain~d, 

.35 ( d J ( l a i m s , i n c I u d i n g t h e v a I us o f a II co mp c n ~ a ti on pa i d i n 

36 any medium other than money, duly proved and aflo~~d to 

37 employees for services Pb~forme~ within threP ~onths preceding 
--------------------------------------------------
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1 the appointment of the receiver, if any; and 
--------------------------------------2 (e) Other claims duly prov&d and al rowed. 

3 Subd. 4. (REHAJNDER TO SHAREHOLDERS.I After payment of the 

4 expenses of receivership and claims of creditors duly proved. ------------5 the r·emaining assets, if any .. shall be distr-ibuted to the -------------~-------------------- ·-----
6 sha reho I ders in accordance with section ~5 • subdivision 4 .. ---------------------------
1 Sec. 110. (302A.7551 IQU-LIFJCATIONS OF RECEIVERSi 

8 POWERS.I 

9 Subdivision 1. (QUALIFICATIONS.I A receiver shalt be a 

10 natu~af person or a domestic corporation or a foreign 

-------------------------------
• 11 corporation authorized to transact business in this state. A ------------------------

12 receiver shat I give bond as directed by the court with the ----------------------13 sureties required by the court. 
---------------------

14 .Subd .. 2. [POWERS.I A receiver may sue and defend in al I 

15 courts as receiver of the corpor·ation. The court appointing the 

--------------------- ----------------------------lo receiver has exclusive jurisdiction of the corporation and its -----------------------------------------
11 propert:t. 

18 Sec. 111. [302A.757l [A(TU!N BY ATTORNEY GfijfRAL.l 

19 Subdivision 1. (WH[N PfRKITTED.l A corporation may be 

20 dissolved involuntarily by a decree of a court in this state in 
----------

21 an action fifed by the &.ttorney general when it is established 
-------- --- ----------

22 that: 

23 (al The articles and certificate of incorporation were 

24 procured through fraud; 

25 (b) The corporation was incorporated for a purpose not 
-------------------------------

2b permitted by section Si 

-------------
21 le} The corporation failed to comply with the requirements 

--------------------------2& of sections 2 to 20 essential to inco~poration under or election 

29 to become governed by sections 1 to 125; -----------
(d) lhe corporation has flagrantly violated a provision of 

----------------31 sections l to 125, or has violated a provis!on of sections 1 to 

----------------------------------32 125 :nore than once. or has violate-d more than one provision of 
---------------~------~------------~------------

33 sections 1 to 125; or 

34 (el lhe corporation has acted, or- i"ailed to act, in a 

.35 manner that constitutes surrender o·r abandonment of the 
----------------------------------~----------

\ 36 corporat~ franchise, pri"ileges, or cnterpris1=1 .. 
----------------- -------------------~--

37 Subd. 2. (NOTICE TO CORPCRATIONi CORRECTION.} An action 
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1 shall not be commenced under this section until 30 days after 
---------------------

2 notrce to the corporation by the attorney genes-al of the reason 

--------------- ------------------------
3 for the filing of the action. If the reason for ffling the 

----------------------------------4 action is an act that the corporation has done, or omitted to 

--------------------------------5 do, and the act or omission may be corrected by an amendment of -------------------
6 the articles or bylaws or by performance of or abstention from 

7 the act, the attorney general shal I give the corporation 30 
-----------------·---8 additional days in which to effect the correction before filing -----------

~ the action. 

JO ~ec. 112. C 302A. 7591 t FILWG CLAIMS IN PROCEEDINGS TO 

11 DISSOLVE.I 

12 Subdivision!. In procee-dings referred to in section 108 -- _______ ,_,_., _____ _ 
13 to dissolve a corporation, t~e court ~ay require all creditors ---------~--------------14 and claimants of the corporation to file theit claims under oath 

-------------------------------------------------15 with the clerk of court or with the receiver in a form 
---------------------16 prescribed by the court. 

---------- ·----------
17 Subd .. 2. If the cour-t rec:"uires the filing o{ claims, it 

-------------------------------------------13 sh3ll fix a date, which shall be not fess than l?O days from the -----------
19 date of the order, as the last day fol' the fil in9 of claims, and _________________ _,_ ___________ _ 

20 ~half prescribe the notic,e of the fixed date that shall be given 

21 tc creditors and claimants .. Before the fixed date, the court 

22 may extend the time for filing claims. Creditors and claiuants -------------------- ------------------------23 failing to tile claims on or before the fixed date may be 
-------------------------- • ------· 

24 barred, by order of court, from claiming an tnteres-t in ar 

---------------~----------------------------25 receiving payment out of the l)r-ope rty or assets of the 

----------- ----------------26 corporation~ 

27 Sec. 113. (3U2A.7bll lDlSCONlINUANCE OF DISSOLUTION 

28 PROCEEDINGS.] 

29 lhe involuntar~ or 3upervised voluntary dissolution of a 

--------------------------- ------
30 corporation shal I be discontinued at any tfme during the 

-------------------------------------------31 dissolution proceedings ~hen it is established that cause for 
----------

32 dissolution l'\O longer ex~sts. When tnis is established, the 

33 court shall dismiss the proceed;ng!? and direct the receiver. if -------------
3 4 a n y , t o re d t-1 i v e r t o t he c or po r a t i on a I I i ts r- em a i n i n g p r o p e rt y 

---------------------------
.35 and assets. 

36 .Sec. !i4 .. [3024 .. 7b31 (DE-.CREE Of DI5SOLUTION.J 

3 7 5 u b d i v i s i on l • I lo.' HE N E NT E R E D • l I n rin i n v o l u n t a r y o r 
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1 supervised voluntary di~solution after the costs ·and expensas of 
------------------------------------------2 the proceedings and all debts, obi fgations, and liabitities of 

3 the corporation have been paid or discharged and at I of its 
---------------------

4 remaininq property and assets have been distributed to its 
----------------------------~----

5 shareho fders or, jf its property and a=::sets ar-e not sufficient -------------
6 to satisfy and discharge the costs, expenses, debts, ------~---------------------------------
7 obligations, and liabilities, when all the property and assets 

----------------------------8 have been applied so far as they w·ill go to their payment ----------------------------------
9 according to the priorities set forth in section 109, the court ----------------------------------------10 shall enter a decree dissolving the corporation. 

·11 Subd. 2. (EFFECTIVE DATE.I When the decree dissolving the 

12 _corporation has been entered, the corpo1"atfon i·s dissolved. 

13 Sec. 115. [302A.7t5l (FILING DECREE.I 

14 After the court enters a dec~ee dissolving a corporatton, 
------------------------.----------

1 5 th e c I e r k o f co u rt sh a I l ca u s e a c e rt i f ie d c op Y o f t he d e c re e t o ----------------------lb be filed with the secretary of state. The secretary of state 

---------------------------------------------17 shall not charge a fee for filing the decree. 

18 Sec. 116. [302A.7711 (DfPOSlT WITH STATE TREASURER OF 

19 l~ □ UNT DUE CERTAIM SHAREHOLDERS.I 

io Upon dissolution of a corporation, the portion of ~he 
------------------

21 assets distributable to a shareholder who is unknown or cannot 

22 be found, or-who is under disability. if ther·e is no person 

23 legafly co!llpetent to rece-ive the distributive portion, shatr be 

---------------------
24 reduced to money and deposited with the state treasurer. The -------~. ___________ ,__ ______ ,.., _______ ...,. ______ _ 
25 a:nount deposited is appropriated to the state trea,surer and ------------
26 shall be pai°d over to the shareholder or a legal representative. -------------------------
27 upon proof satisfactory to the state treasurer of a right to ----------~----~~~------------------,.---,.-----~-~--
28 payment. 

29 Sec .. 117. [302A .. 7UU [CLArns BARRED; EXCEPTlGNS.J 

30 Subdivision 1. (CLAI~S BARRED.I A creditor or cl&imant who 

31 does not file a claim or pursue a remedy in a legar, 

32 adTiinistrative, or arbitration proceeding under sect ions 104. 

33 107, 108, or ll2, or in some other legal• administrative, or 

34 arbitration proceeding pending on the date of dissolution, 1nd 
---------------------------------------------------

.35 all those claiming thr·ough or under.the creditor or claimant, 
-------------------------------------- -------------

36 are forever barred 1rom suin9 on that claim or otherwise 

37 realizing upon or enforcing it, except as provided in this 
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1 section. 

2 Subrl. 2. (CLAIMS RE □ PE~ED.l At any time within one yea~ 

3 after articles of dissolutfon have been fi lee! with the S"ecretary ------------------------------ ---------
4 of state, or a decree of dissolution has been entered, a -----------
5 creditor or claimant who shows good cause for not having 

-----------------------------------------6 previously filed- the claim may apply to a court in this state to --------------7 allow a claim: 
----------

8 fa) Against the corporation to the extent of undistributed 

9 a s s·e t s ; a r 

10 (b) If the undistributed assets are not sufficient to 

·n satisfy the claim, against a shareholder,. whose Habir ity shall -

------------------------ ---·-----·-------12 ~e limited to a portion of the crain that is equal to the 

--------------13 portion of the distributions to shareholders in I iqu idation or 

-------- -------------------14 dissolution received by the shareholder. 
---------------------------·---

15 .Subd .. 3. [CLAIMS PFRMITTED.l All debts, obi igations, and 

lo I iabi Ii ties incurr-ed dur-ing dissolution proceedings sha 11 be 

------------------------------17 paid by the corroration before the distribution of assets to a 
-------------------------------------------

18 sha-reholder-r A per-son to whorn this kind of debt, obfi93.tion., or ----------------------~-~-----1q liability is owed but not paid ·may ·pursue any remedy aqainst the 
--·-------- ------------- -------~------

20 officers, directors, and shareholders of the corporatron before 
------- • -----------------

21 the expfration of the appficable statute of limjtations. This 

-----------------------------22 subdivision does not appty to dissolution under the super~ision 
----------

2-3 o r- c rd e r o f a co u r t . 

24 Sec. ll.8. (3024.7831 lR!GHT TO SUE OR DEFEno AFTER 

25 DISSOLUTION.I 

2b After i c~rporation has been dissolved, any of its former -------~--------------------- ---------~-
27 officers, diractors, or shareholders ~ay assert or defend, in -~------~----------------------------------
2& the name of the corporation, any clai~ by or against the 

29 corporation .. 

30 

31 

---------
s~c. 11~. [302A.79IJ (O~lTTED ASSETS.I 

Ti tie to assets remaining after payment cf alf debts, 

3 2 o i:t I i g a t i on s , o r I i ab i ! it i P.- s :1 0 d a f t e r d i st r i but ions to 
-----------------------~-------

33 shareholders may be transferr~d by a C?urt in this state. 

34 

.35 

36 

---------------------
!: Xff N.S I ::m 

Sec. 120 .. (302A .. S01l lDTEN.SIO?l AFTER DURATION EXPIRf.D.l 

Subdivision 1. IEXTlNSlO~ BY AMENDrENT.l A corporation 

37 whose period tf duratton as provided in the ~rticles has expired 
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1 and which has continued to do bus1ness despite th~t expiration 
-------------------------------------------------

2 may reinstate its articles and ext~nd the period of corporate -------------- -------
3 duration, including making the duration perpet~ar, at any time ------------------- -------------------------
4 after the date of expiration by filing an amendment to the -----------------------------------------
5 articles as set forth in this section. 

-----------------------
0 Subd. 2. (CONTENTS DF AMEND~E~T.J An amendm~nt to the 

7 articles shalt be appcoved by the affirmative vote of a majority ------------------------------------e of the directors pre~ent and shall include: ---------------------------9 la) The date the period of duration expired under the -------------·------------------
10 articlesi 

. 11 Cb) A statement that the period of duration will be -------------------
12 _per·petual or, if some shorter peri-od ts to be provided. the date 

13 to which the pe~iod of duration is extendedi and 

------------------------------14 (~) A statement that the corporation has been in continuous 
-------------------------

15 operation since before the date of expiration of its ori9in1l 
------------------------------

16 period of duration. 

17 Subd. 3. (APPROVAL EY SHA~fHOLDEP.S.l The amendment to the 
------- ---------

18 articles shall be presented, after notice., to a meeting of the 
-------------

I 19 shareholde.rs. The amendment is adopt~d when approved by the 
-------------------------------------------------------io • sh a re h o l de r s p u r s u ant to sec t i on l 4 • ------------------

21 Subd~ 4. (FlLING~l Articres of amendment conform[ng to 

22 section 16 shall be fifed with the secretary of state. -----------~~ -------------23 Sec. 121 ► l302A.8051 (EFFECT OF EXTENSIOM~I 

24 filing with the secr~tary of state of articles of amendment ----------------25 extending the period of duration of & corporatfon: 
------------ -------------

26 (a) Reiates back to the date of expiration of the original -------------------------
27 period of duration of the cor~oration as provided in the 

------------
28 articles; 

29 (b) Validates contracts or other acts within the authority 

------------------------------
30 of the articlEs, and the corporation is liable for those 

---------------------------------
31 contn.cts or acts; and 

32 (c) Restores to the c.orporation at I the as·sets and rights --------------------------
33 of the corporBtion to the extent they were held by the 

34 corporation L~fore expiration of its origina• Period of ------------------ ------------
.35 duration. except those ~~rd or othe~wise distributed after that 

--------------------- -----------
36 time. 

,t .,, 
37 A "rw.u RE r □ R T 
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l .Sec. 122. [302A.82ll [Af'\~iUAL REPORT.l 

2 Subdivision l. [FORM.I f.y January 15 each year. the 
------- --------------------

3 secretary of state shall mail to even• corporation at its 

4 registered office an annual report form. e:-,, July 1 of the saliie -----------
5 year, the officers of each corporation shall cause the form to ---------------------------
6 be completed and-filed with the secretary of state-' The report ---------------------- -----·-------7 sh a. l I cant a i n : 

8 CaJ The name of the corporatjon; --------------9 lb) The address of its registered office; and 

10 (c) The nama of its reg;stered agent, if any .. -----------------------11 Subd. 2. f FIL rnG; RETURI•! F-OR CORRECT JON .. I If the a nnua I 

12 report c~nforms to the requirements of subdivision 1, the 

--------------------------------13 secretary of state sha.l I fife it; in al r other cases, the 

--------------------------- ----------
14 secretary of state shall return the report t.o the corpor·ation .. ----------- --------------15 If the report is made- to conform to the requirements of ---------------------16 :::ubdivision land is filed with the secreta,·y of state within 30 

---------------------17 days from the return of the repcrt ta the corporation, the 
----------------------

16 provisions of subdivisions 3 and 4 do not apply. 
---. ----------------------------.--.---

19 Subd. 3. (LOSS □ F GOOD .STANDrNG.J A cor-poratlon that fails 

20 to f i I e an annua I report cc,nfarm ing to the , equ ir ements of 
--------------------

21 subdivision 1 loses it9 good standing in this state. The 

----------------------------
22 corporation may regain its good standin9 in this ~tate by filing ---------------------- -------------23 the annual repo~t. 

---------------24 Subd. 4. INOTICE OF REPEATED VIOLATION; PEN4LTY~J ff a 

25 corporation fails for two successive years to file an annual ---·----------------------26 report cc,nfo.rming to the requirements of subdivision 1,- the 

27 secretary of state shall give notice by registered mail t'O the 

------------ ----------------- ---------------2a corporation at its registered office that ft has vfolated this ----------------------------29 section. If the corporat}on does not return an annual repo~t 

30 conforming to the requirements of subdivision 1 wrthin 30 days ------------------------------------
31 1ftar tr,e .nailing of the notice, the corporation shafl forfeit 

--------------~----~-----------------------32 to the stat6 $25. 

33 ACT!OUS AGAirtST CORPORATIONS 

34 Sec. 123.. {302.A .. 901 J ( SER'ilCE OF PROCE.S.S ON CORPORATION.] 

35 Subdivision 1. IWHO MAY SE SERVED.I ~ process, notrce, or 

36 deTiand required or permitted b~f la~· to be served upon a 

---~-----------------31. corporation may be served either upcn the regi:Jter-ed aqent, if 

------------------------------------------
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1 any, of the corporation nall'ad in the articles, or upon an -------------------------------------------
2 officer ~f tho corporation, or upon the secretary of state as 

------------------------------
3 provided in this section. 

4 Subd. 2. [SERVICE ON SECRETARY OF STATE: llH[N PEkMITTED .. J 

5 Jf a corporation has appointed and maintained a registered agent ------------6 in this state but neither its resiste,ed a~ent nor an officer of 

7 the corporation can be found at the registered off fee, or it a ------------------8 corporation feil~ to appoint c:r rr.aintain a registered agent in 
--------- -----------------

9 this state and an officer- of the corporation cannot be found at ---------------------------- --------------10 the registered office, then the secretary of state is the agent -----------------------·-------------11 of tho corporation upon whom the ~rocess, notice, or demand may· ----·---------------------------------12 be served. The return of the sheriff that no registered agent -----------
13 or offrcer can be found at the registered office in a county is ---------------- -------------------14 conclusive evidence that the corporation has no registered ~gent --------------~-----~------------
15 or officer at its registered office. Service on the se&retiry ------------------
16 of ~tate of any process, notice, or demand is deemed personal 

-------·---------------------· ----
17 service upon the corporati.on and shall be made by filing with -------------------- ------------16 the secretary of state duplicate &oples of the process, notice~ 

------------------------------
l«it or demand. The secretary of state shal J immediately torward, by 

--------- ----·--------------------------20 registered matl, addressed to the corporation at its registered ------------- --------------------
21 office, a copy of the process, notice, or demand. Service on --------------------------------------------~ 
22 the secretary of state is returnabte in not less than 30 days -----·--------23 notwithstanding a shorter period specified in the process, 

--------------------- ---------
24 notice, or demand. 

25 Subd .. 3. (RECORD OF SERVICE .. ! There shal f be maintained in 

26 the off ice cif the secratary of state a record of alt processes, 
----------------------------------- ---------------

27 notices, and demands served upon the secretary of state under 

------~~--------------------------
2b this section, including the date and time of service and the 

--------------
29 action taken with reference to it. 

30 Subcl. 4~ ( □ THE~ METHODS OF SfRVlCE.1 Ncthing in this 

31 section li~its the right of a person to serve any process, 

32 ·notice, or demand required or permitted by law to be served upon -------------------------
33 a cor-poration in an)· other manner now or hereafter permitted t,.y 

34 

.35 Sec. 1~4. [302A .. 917l [SUH INTERESTEDr PROCEED1NG-S.J 

36 If it appears at any stage of a procePding in a court in 

31 this state th2t the state is, or is l[kely to be, interested 

-----------------------------------------------------
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1 therein, or that it is a matt£-r of general public interest, the ---------- ------------------------2 court shall order that a copy of the complaint or petition be 
------------ - ----- -------------------3 ser·ved upon the attorney genera I in the :same manner prescribed 

---------- -----------4 for servin9 a summons in a c ivi I action.. The attorney genera I 

5 sha 11 intervene in a proceeding when the attorney genera I -----~---~----------
6 determines tha.t the public inter-est requires it, ..,hether or not ------------------------------7 th~ ~ttorney general has been served. 

--------------
8 Sec. 125 •. (302A.001J lCllA.TION.l 

9 Sections 1 to 125 may be cited as the •Minnesota Business 

10 Corporation Act ... • 

-11 Sec. 126. Minnesota Statutes 1980, Section 53.01, is 

12 amended to read: 

13 53.0I (ORGANIZATION.I 

14 lt is ·1awfut for three or more persons. who desir& to for-m 

15 a corporation for the purpose of carrying on primarilY the 

lb business of loanin9 money in smart arr.aunts to persons within the 

17 condftions sat forth in this chapter. to organize, under this 

18 chapter, an industrial loan and thrift company, by filing with 

19 the secr&tary of state and the count:, r-ecorder in the county in 

2"0 hhich the place of business of the corporation is located, a 

21 certificate of incorporation, and upon pay i,ng the fees 

22 prescribed LY sections 3-9+..S-r1.tfte-39-¼-~i-r I to 125 and upon 

23 compliance with the proc~d~•e provided for the organization and 

24 government of ordinary corporation~ undP.r the laws of this 

25 state, and upon comr,I iance with the additional requirements of 

26 this chapter· prio~ to receivfn£ authocization to do business. 

27 Sec. 127~ Hinneso~a Statutes 19aO, Section 303-05• 

28 Subdivision 1, is amended to rEad~ 

29 Subd iv id on 1. [ C[R T Jf ICt. TE Of AUTHORITY• h'Hf-N NOl 

30 ISSUED.} No certificate of authori "iy shall be issued to a 

31 for-ei9n corporation the orrre of which would be s:,rohibited to a 

32 corporation which mi~ht th~n l~ formed under the pro~isions of 

33 sections 301.01 to 301.bl, under the provisions of sections l to 

34 125, or under the Minnesota Nonprofit Cor~or&ticn Act; provided, 

35 that, if the name~, such corpor2ti~n does not end with the word 

36 "~orporatfon," or the word •incorporated," or the abbreviation 

37 "Inc.," or does not contain the ~ord •company• or the 
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1 abbreviation "Co.• not immediately ~•ec~ded by the ~ord •and• or 

2 the character "t,• a certificate of authorrty may be issued to 

3 it if it agrees in Its application for a certificate of 

4 authority to add at the end of its naue thq word •incorporated• 

5 or the abbreviation •rnce• in transacting business within tnis 

6 state~ The name of such corpcration may contain the ~o~d 

7 "cooperative" if it is a cooperative corporation generally 

8 si~ilar to the kind which might then be organized under the laws 

9 of this state. If such ccrparation is a corporation obtaining a 

10 certificate of authorit~ pursuant to the provi~tons of section 

11 303.04, the name of such corporation nay contain the words 

12 •bank," "trust.a "building and foan," or •savings• and such 

13 corporation shat l not be required to add the ~ord •incorporated• 

14 or the abbreviation "lnc." to its corporate name. 

15 Sec. 128. Minnesota Statutes 1980, Section 308 .. 341, is 

16 amended to read: 

17 308.341 (COOPERATIVE RURAL TELEPHONE COMPANIES, 

18 DISSOLUTION.J 

19 Any cooperative rural telephone company o~ganized under 

20 Revised Statutes 1905, Chapter- 58, or the general laws of 

21 Minnesota 1905, Chapters 276 and 313, maY dissolve by voluntary 

22 proceedings as provided by ~innescta Statutes, Sections 301.47 

23 and 301.46, o~ sections 100 to 106, whenever a resolution ----------------
24 therefor, is adopted by a. ma.jority of the voting power of all 

25 stockholders or shareholders at a meeting duty called for that 

2tt purpose. 

27 Sec. 129 .. Minnesota Statutes 1930, Section 319A .. 03w is 

28 amended to read: 

29 319A.O~ (FORMATION OF CURPORATIO~.l 

30 One or more natural ~rofessionaJ persons may form a 

31 corporation pursuant to tft~p~~~~➔&r-o-~ sections 301.01 to 

32 30J.b7, sections 1 to 125, o~ chapter 317 for the purposes 
-----------------~------

33 hereinaiter set forth~ 

3 4 Se c .. l 3 O .. M i n n e s c, t a St at u t es 1 9a O , 5 e c t i on 3 J 9 A .. o S , is 

35 amended to read: 

36 319A.05 (APPLICABILITY Of l □ RPOR~TION ACTS.] 

37 A corporation incorporating unde~ sections 3l9A.Ol to 
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1 319i.22 and ch~~t~~-3iji--&~ sections 301.01 to 301.67, sections 

2 1 to 125, or chapter 317 shafl p~oceed in the manner specified 

-----------------------------4 or c~apter 317. After incorporation a professional corporation 

5 shall enjoy the powers and privileges and shall be subject to 

6 the duties and liabitities of other corporations or9ani2e.d under 

7 e-'\"'zt-~t-e-r-~➔9+-o-..- sections 301.01 to 301.67, sectior,s l to 125. or 

a chapter 317, except •nsofar &s the saine may be limited or 

9 enlarsed bY sections 319A.Ol to 319A.22. If any ~rovision_of 

10 sections 319A..Ol to 3l9A.22 conflicts with the provisions of 

11 c-t,-~pt-er-:,-,&i--&-1- sec.ti ens 301 .. 01 to 301 .. 6 7, sect ions 1 to 125 • or ------------------12 ch a pt e r 3 I 7 , sect r c n s 319 A .o l to 319 A .. 2: 2 t-~re~ take pr P.c e de nc a. 

13 Sec. 131. Minn•sota Statutes 1960, Section 319A.12. 

14 Subdivision la, is amendeo to read: 

15 Subd. Ia~ A profession2l co1poration may at any time ~Y 

16 amendment to its articles of incos-poration relinquish the powers 

17 and privileges conferred upon it by this chapter and erect to be 

HI governed thereafter solely by the provisions of ettfl-et-etlit-P-t:-e:t"' 

19 3-!H•-&f' sectio·ns 301.01 to 301.67, sec·tioris I to 12.5,- or chapter 

20 317. r~otwlthstanding any provision of this chapter, the 

21 representative of a deceased or incompetent shareholder of a 

22 professional corporatlcn shall have authority to vote the 

23 dece&sed or incompetent shareholder's shares on the question of 

24 adopting such an &mendment. 

25 Sec. 132. Minnesota Statutes 1980, SEctton 319A~12, 

2b Subdivision 2, is am~nded to read: 

27 Subd. 2. If within 90 days following the date of death of 

2€ a snareholder or member of a professfonal corporation or the 

2~ loss of his license to render professional service all of the 

30 shares or nembership owned by the deceased or disqualified 

31 sh&reholder or membar have not been transferred to and acquited 

32 by the corpor&tion or persons qua I lfied to o~n the shaJ&s or 

33 me'nbersnip, the corporntion shalt the.-·eaftef b~ gover-ned solely 

34 by the provisions of eh~1"~t:-f"~-'3-EH•-&f" sections 301.,01 to 301.&7. -----------------35 sections 1 to 125"" or- chapter 317 and shal I n·at enjoy any cf the 

36 po~ers and privi feges confe~red by sections ?19A.Ol to 319A.22~ 

3 7 I< h e n th e c o r po r at i on c ea s e s t o b e au th o , i 2 e d t o r end er 
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1 professional service, it~ cor~oratP- name must be changed to 

2 comply with the corporate name provision of e+,~~e~~-3&¼-e1 

3 sections 301.0l to 301.67, sections 1 to 125, or chapt~r 317, 
-------------------------------------------

4 and any words, phrases or abbreviations contained therein to 

5 coTiply with the provisions of sections 319A.Ol to ~19l.22 shall 

b be eliminated. 

7 Sec. 133. Minnesota Statutes 1980, Section 391A~20, is 

a amended to read: 

9 319A.20 !SUSPENSION OR REVOCATlON.J 

10 The corporate charter of a p~ofessional corporation or the 

·11 certificate of authority of a fo,efgn ptofesslonal cor~oraticn 

12 may be suspended or revoked pursuant to sections 301.57, 111, or 

13 317.62 for the reasons enumerated the~ein or for failure to 

14 comply with the provjsions of sections 319A.Ol to 319A..Z2 or the 

15 rules: and regulations of any· board. A board through the 

lb attorn~y seneral may ins~itute such suspens~an· or revocation 

17 proceedioss. 

H, Sec. 134. Minnesota Statutes 1980, Section 3b7.42., 

19 Subdivision 1, is amend£d to read: 

20 367~42 [DUTIES OF DEPUTY CONSTABLES.I 

21 SubC::ivision 1. Notwithstanding any general or loca I law or 

22 charter tQ the contrary, any deputy constable employed or 

23 elected on or after July lr 1979 bY a political subdivision of 

24 the state of Minnesota shall h9ve.the following pcwe~s and 

25 duties: 

26 (a} To have the powers of a~rest of a private person; 

27 (bl To perform the duties of a constable prescribed by l~w 

26 relative to election procedure; 

29 le} To perform the following duties at the direction of the 

30 county sh&riff or constabfe~ 

33 t-+H· ( i> To inspect communication wire and cab le or records 

34 of such wire and cable pursuant to section 32~E.21; 

35 t-+~~r ( ii) To ccnduct hctcl lien sales pursuant to section 

36 "?t27 .J&; and 

37 H•'l'-r liiiJ To conduct public auction sales of unclaimed 
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1 property pursuant to sect ions 345 .1)4 and 345.0S .. 

2 ld) lo arrest any individual who, in the deputy constable's 

3 Presence, commits a v iolatioo of the intoxicating liquor- act, 

~ 4 chapter 340; 

5 

7 

a 

9 

10 

11 

(e) To provide general admini~trative or clerical 

assistance to count~ sheriffs, local police departments or 

constab I esi and 

Cf} To provide traffic or crowd control assistance to 

county sheriffs, local poli&e dipartments or constables. 
\ 

Sec. 135. [RE\EALER .. J 

Minnesota Statutes 1980, Sections 301.01; 301.02 301.03; 

12 301 .. 04; 301-.05; 301.0t>; 301.07i 301.071; 301.--0Bi 301 •. 09; --------------13 301.095; 301.10; 301.IJ; 301.12; 301.13; 301.14; 301~15; -----------.--------------
14 301 .. 16; 301 .. 17; 301 .. 18. 301 .. 19; 301.iO; 30l.,2H 301.22; 301.23; 

15 301 .. 24; 301 .. ?Si 301.26; 301.27; ~OJ.ZR; 301.29; 301.30; 301.3li ---------------16 301.32; 301.33; 301.34; 301.35; 301.3b; 301.37; 301.371; 301.38; 

---------------
17 301 .. 39; 301.40; 301 •. 41; 301.42; 301 .. 421; 301.43, l01.44i 301.45; 

-----------------------------------------
16 301.-H~ 301 .47; 301 .. 4B; 3.01.49; 301 .. SH 301.51; 301.511; 301.52; 

19 301.53; 301.54; 301.SSi 301~~6; 301.57; 301.53; 301.59; 301.60; 

---------------------------
20 301.bl; 301.62; 301.63; 301.64, 301.65; 301.66; and 301 •. 67 are 

----------·----------------------
21 repe1led. 

22 Sec. 136.. CAFFrnrRIAl ION • .J 

23 The suo of s ........ ~. is app~oprfated from the generar 

----------- -------------------24 fund to the secretary of state to. can·y out the additional 
-----·----------------------------

25 duties imposed by this act as indicated in th\s section, to be 
------------- • ---------------· -

26 available for the fiscal year ending Jun~ 30 in the years ---------~------ -------------------
27 indicated ... 

28 

29 · ( a) Preparation, mz i I ing, and 

30 filing of Rnnua.l reports 
---------------------

31 ( b) Other duties 

32 5ac. 137. (EFFECTIVE O~TfS.J 

198 2 

$ • ., ...... . 

1983 

s ....... . 

33 ~ections 1 to 124, 126 to 133, and 136 are ef feet ive July 

34 l, 19Bl. Sections 125, 134, and 135 are ~ffective Janu~ry l, 
---------------------------------------------------

35 l9P.3. 
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fact that it is highly possible that some of the provisions 

suggested here will be adopetd by the Task Force as proposals 

which should apply to all corporations under the general 

business corporation law. Obviously, if such provisions are 

so enacted, they would apply to all corporations, and need 

not be stated in a separate subtitle. If this happens to 

enough of the proposals embodied in this report, the separate 

nature of the close corporation subtitle should be reconsidered. 

It may turn out that we can achieve the same purpose without 

resort to a separate subtitle. However, we cannot and do not 

rely u,pon the enactment of any particular provision by the 

Task Force. 

Therefore, the report speaks to all of the areas where 

the committee felt that some protection was necessary. You 

should note that many of the proposals may resemble proposals 

which appear in the reports of other committees. 

1 
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The Committee on Close Corporations :1::.I1~"; after careful consid­

eration by its members, has made policy decisions and findings 

in regard to the special conditions under wh1ch close corpor­

ations operate. 

The Committee met eight times to consider whether close 

corporations should have a separate statute, and if so, what 

that statute should contain. The Committee decided that close 

corporations should have a sep~rate 1sub~title in the new statute 

for several reasons. First, by separating those provisions 

applicable only to close corporations into such a subtitle, the 

subtitle may give close corporations freedoms (or give share­

holders @fa close corporation protection) that we might find 

objectionable if applied to the public corporation. Second, 

by grouping these provisiors together, we achieve an ease of 

reference lacking in those statutes in which provisions 

relating to close corporations are spread throughout the statute 

(e.g., California). Finally, by grouping these provisions to­

gether we make it possible for the incorporator to take advan~ 

tage of the statutory presump~~o~~'"Of these special provisions . 
..... ·.- ..... _ ... , 

merely by filing a "postcard" form of articles of incorporation. 

POSTCARD INCORPORATION 

Many of the corporations incor~orated in this state are 

incorporated without benefit of counsel, using forms,frequently 

those supplied by the Secretary of State. Very few of these 

corporations deviate from the statutory presumptions of Chapter_ 

301. In order to simplify the process of incorporation, we pro­

pose that the incorporators be permitted to incorporate merely 

by filing a postcard-sized form (hence the term 'postcard in­

corporation') bearing upon _it the name and address of the 

incorporator, the names of the first.directors, if any, the 

I 



corporation, 

other relatively basic information. The corporation would not 

have articles of incorporation, but would be governed by the 

statutory presumptions set forth under the close corporation 

law and the general corporation laws. Any deviation from the 

statutory presumption, however, would require the incorporator 

to file full articles of incorporation. This is designed to 

increase the likelihood that such special provisions will be 

drafted by an attorney. Those statutory presumptions applicable 

will be listed in a section of this subtitle. It may be that 

that section will also contain the actual text of the articles 

that such corporations wili 6per~t&.:under. 

It has been suggested that this method of incorporation 

be expanded to the general business corporation; such. cor­

porations would also operate under the statutory presumptions. 

The committee did not decide this matter due to the fact that 

it is outside the jurisdiction of the committee. 

APPLICATION 

Many of the provisions of the general business corpora-

tion law should also apply, for various reasons, to the small 

corporation. Therefore, those provisions do apply except where 

and to the extent that they conflict with the proposals of this 

subtitle. This permits the protections afforded to shareholders 

of general business corporations in the areas of preemptive rights, 
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election and tenure of directors, action without meetings, 

notice of meetings, amendment of articles, adoption of by~laws, 

mergers, dissenters rights, involuntary dissolution and other 

areas too numerous to mention, except where this subtitle 

provides otherwise. Of course, this also means that 

, shareholders of close corporations will 

also be subjected to the duties and liabilities of share­

holders in terms of liabilities for unpaid subscriptions, 

distributions, and personal liability for acts of the share-

·holders in lieu of a board of directors. The committee saw 

nothing objectionable in this. 

DEFINITION 

The committee struggled over this question for some 

time before reaching the conclusion that any corporation stat­

ing in its articles of incorporation, in its name and on its 

stock certificates or, in the case of uncertificated shares, 

on its transaction confirmation slips that it is a closely­

held corporation. Numerical limits such as those imposed 

by Arizona (10 or fewer shareholders) or Texas (35 or fewer) 

were rejected after some debate, especially with respect to the 

imposition of such limits on the simple or "postcard" incor­

porator. The qualities that justifies the special treatment 

of close corporations are the close-knit, personal relationship 

between the shareholders, directors (if any), and employees, 

and the overlap of the roles of shareholder, director or employee. 

It is not possible -to pick a number beyond which 

those qualities are deemed not to exist. The only accurate 

guide as to whether such an attitude exists within the corpor­

ation essentially to the shareholder-investor agrees to it as 

part of the investment contract under the articles, or can with­

hold. his investment if he feels the statdes to be a handicap. 



. Page Three 
Report of the Committee on the Close Corporation 

Similarly, the shareholders may vote to end the close­

corporation status. If a significant fraction of the share-

holders wish to end the status, it is not unreasonable to 

assume that the mutual trust and close-knit nature of the 

business no longer exists, but rather is being replaced 

by an "arm's-length" attitude which the general business 

corporation is much better suited to meet. 

Although the committee recommended a numerical limit 

for shareholders of the postcard corporation, the ~'::ar?:ie in 

amalgamation of the postcard concept into the close corpor-

ation law makes this unnecessary. 
,' 

However, the committee did feel that the size of the 

corporation is relevant to whether or not certain internal 

governance techniques should be relaxed,~ discussion of 

Board of Directors, infra. It should be hoted that we have not 
I 

· · • f 1 corporati· on should be, 
1 

finally decided what the definition o a c ose 

and we welcome any comments you may have. 

MAXIMUM NUMBER OF SHAREHOLDERS 

For reasons discussed in the Definition section, there is 

no maximum number of shareholders, although the committee at 

one time considered an upper limit for postcard incorpor­

ations, possibly tied to some Federal securities o-", blue-

sky exemptions. 

NAME 

In the opinion of the committee, the procedures under 

~hich a closely-held corporation operates will be sufficient-

ly different from the general business corporation law to 

justify the identification of the entity as a close corpor-

ation to all parties dealing with the entity~ Therefore, the 

committee decided to require closely-held corporations to include 

the words "closely-held II i'idi.re,(::tly c:,r after the corporate name. 
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The corporate ~ame would. also have to meet the requirements 

imposed by the general business corporation law, which re­

quires -~nd permits) the use of certain words associated 

with corporate status. 

This added requirement may alert shareholders to the 

different rights they will have under this statute, inform 

creditors of the size and nature of the organization they are 

dealing with, and should guide the attorney for the cor­

poration to the correct body of law. Of course, these ob­

jectives cannot be achieved without a knowledge of the im­

plication of the term which can be achieved only through 

education of our colleagues·and interested members of the 

public. 

It is possible, however, that confusion between cor-

porations usually termed 'close' under comrnon~law, 

but not electing·'closely-held corporation' status 

could result. An alternate name for the statutory 

entity could be 11 private 11 • 

DURATION 

The committee agreed that·the close corporation should 

~xist in perpetuity unless the shareholders ·provide, in 

the articles of incorporation, for some other period. A 

proposal for a fixed term for postcard incorporations was 

rejected because the difference in treatment created a trap-

those corporations that would be subject to fixed term 

of -th i:rty years dur~ti oh:~"1-: could at the expiration of that 

term elect close corporation status but in the absence of 

an election would become a general business corporation) 

would be the ones least likely to pay attention to the 

expiration of the term or the change to the general business 

corporation law. Obviously, this indifference could create 

problems at some later time. 
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INCORPORATORS 

The committee originally envisioned a requirement that 

postcard corporations be formed only by natural persons, 

in order to protect the users of postcard corporations from 

the problems which might arise from the incorporation of 

and investment in a corporation by another corporation. 

However, with the collapse of the postcard corporation 

into the close corporation, this rule is impossible to 

apply only to postcard incorporations and was rejected in 

favor of a liberal provision which would permit either 

natural persons or entities to be incorporators. All in­

corporators are required to sign the articles of incorpor­

ation, the postcard) and list their names and addresses; 

entities would be required to list the names and addresses 

of their registered office and agent in this state. Note: 

The committee decided, in light of the merging of the laws 

governing postcard and.close corporations that a statutory 

·:"•:·, ~--~ :·_..:· cf shareholders would be in­

appropriate in the close corporation and a trap in the post­

card corporation, and it was therefore rejected. This does 

not, however, stop the shareholders from adopting such re­

strictions in other documents, see discussion of Share­

holder Qualifications, infra. 

ELECTION OF STATUS AFTER INCORPORATION 

A corporation formed under the new general business 

corporation law or corning under the new law by virtue of 

- _ status as an existing business corporation, whether 

formed under chap~er 300 or chapter ·30+, ought·to be able to 

elect the close corporation treatrnent. Howe~er}. because the-: 
' -~ - I ,,. ' , - • 
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election is a fundamental change in the form of the cor­

poration, the committee decided that it should be made 

either with the affirmative vote of all shareholders or 

at the very least without the objection of any shareholder. 

(An alternative to this requirement would be to set a 

lower requirement but to make the election an event that 

would create dissenters rights). Unanimity is desirable 

because of the unique personal interaction that a success-

ful small corporation r~quires. The presence of even a small 

number of dissonant voices should be sufficient reason not 

to impose the special statu~\ of a close corporation o~ non-

consenting, -existing shareholders, the election would 

be made under the provisions governing the amendment of 

the articles, with the exception of the number required 

for approval. Whether this provision appears in the Close 

Corporation title or in the general business corporation law 

is a matter that can be discussed later. Such a provision should 

··-·• -;-- be referred to, however, in both the general and the close corporation 

,: , law. 
I. 
I 

..... ,.,-,-- .. ,.,:...- ... _ ... ··< ... ,.. ...... J 
PURPOSES 

The committee originally considered a restriction on post­

card incorporation prohibiting such corporations from entering 

any industry or business under governmental regulation. How-

ever, the problems encountered in defining such industries 

were too numerous. Instead, the committee opted for a pur-

poses clause similar to that used in the general business 

corporation law, except that the reference to 500.24 gov-

erning family fQ.rm corporations is more explicit than in 

the general law and there is a prohibition upon investment 

companies as defined in §3 of the Investment Companies Act ~f- \Q~o 



Cammi ttee on:: Close co"rporat~<;ms 

•• POWERS· 

The committee looked into· a simplified definition of 

the powers of a close corporation, and decided that the 

use of the California 'catch-all" phrase would be sufficient. 

The committee did consider restricting the powers of the 

postcard corporation by prohibiting them from guarantying 

obligations or making loans. This position was rejected by 

the committee because close corporations are 1) probably 

not going to be able -ro guaranty any obligations; 

and 2) may make loans to officers and/or directors anyway, 

thus the provision would be unnecessary or unenforcable ct..v1cl. 

u;o~ .. dd CO.\ASe.: more trouble than it was worth. The general 

business corporation law section on powers should be reviewed 

to determine whether it is sufficiently inclusive to permit 

its application, without more, to the close corporation, 

keeping in mind the different goals of the two powers sec­

tions - in the close corporation, we wish to validate the 

acts of the corporation; in the general business corporation, 

we wish to restrict certain activities, but validate others. 

BOARD OF DIRECTORS 

The·committee decided that the size of the corporation 

and the number of shareholders of the corporation should , 

determine whether a board of directors will be required. In 

a corporation with a very few shareholders, it is fairly safe 

to assume that a board is not necessary because all or most 

shareholders are actively involved in the corporation and 

see each other frequently. At this level the requirement 

of a separate board only adds another·needless formality . 

. Corporations with more shareholders may or may· not need to 

: delegate the day-to• ctau management, ?f the cqrporati,on to a_ 
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board, while corporations with even greater numbers of 

shareholders cannot function properly without resorting to 

the use of a board. 

The committee decided that those corporations with 10 

or fewer shareholders should be presumed not to have_ a 

board unless the articles of incorporation provide for a 

board. This would exempt most newly formed Minnesota cor­

porations from the requirement. Corporations with more than 

10 and fewer than some number between 35 and 50 would be 

presumed to have a board of directors unless their articles 

stated otherwise. This category of corporation corresponds 

to the second category discussed in the previous paragraph. 

Corporations with more than 50 shareholders-are deemed to 

be unmanagable without a board, and will be required to have 

a board. [Note: There is a good possibility that the general 

business corporation law may not require any corporation to 

have a board, in which case this provision ought to be reviewed] 

Directors of a corporation need not be shareholders of 

the corporation. The presence of outside directors will, 

presumably, stimulate the discussion of more options by the 

board. 

In those corporations where there is not board of directors 

the functions of the board will be pe.c.fu,~eA by the shareholders~ 
' 

However, the point has been raised that outsiders will 

have no way of knowing whether there is a,board or 

directors or not. One way of avoiding this problem would 

be to statutorily prescribe that if no board of directors 

is elected by the shareholders, that there will be no 

-
penalty for that failure and that no act of the corporation 

will be void or voidable because of a failure to elect 

directors. Moreover, those persons who are making the 



decisions 

?;purposes· In this way, the third party will be protected 

in his dealings with the corporation. 

MEETINGS 

In a small corporation, the need for formal meetings of 

the shareholders (or for that matter, its directors) is low: 

in many small corporations a consensus of the shareholders is 

available almost continuously. Therefore, the committee 

decided that the need for an annual meeting of the share­

holders is not sufficient to warrant a statutory mandate. 

However, if any shareholder feels that a meeting is necessary, 

he should be able to have a meeting pursuant to a statutory 

right. The committee's final decision is patterned after 

the New York statute. If a meeting is not held during a 

twelve-month period, a shareholder may, on thirty days no­

tice, call such a meeting. The committee considered mak-

ing each meeting of the directors of a postcard corporation 

a meeting of the shareholders, and requiring at least on 

such meeting a year, but rejected the latter requirement as 

a trap which some corporations might fall into. The com­

mittee's ultimate decision permits any corporation to miss 

annual meetings, if no shareholder objects, without penalty. 

OFFICERS 

One aspect of most corporation laws which sometimes poses 

problems to close corporations is the provision mandating 

that each corporation have several officers, each with a 

specific label and, "presumably, a specific role. Many small 

corporations have no real need for each and every one of those 

officers, and, more frequently the activities of their of­

ficers do not fit neatly into the pigeonholes which general 

business corporation law has developed over the years. Another 

problem is the provision frequently found in corporation laws 

which prohibits one person from holding two particular offices, 

coupled wibh the requirement that two particular officers sign 



documents. The latter has already been eliminated by the Task 

Force, and there seems no logical reason to require more than 

one officer in the close corporation. However, there should 

some pe~son-- (~tieast one) responsible for filling all •• \ \1-w;oy 
the roles and carrying out all the duties that officers nor- ;:;;,,; 

mally fulfill.· At one time, the committee thought that for 

the "postcard" corporation, if no formal designation was 

made, that the statute would deem the largest shareholder 

(or the person who appeared to be filling the officers' 

roles, if no one person had a plurality of the shares) to 

be the "officer". However, it seems clear that there will 

always be at least one person who wants to be the head of the 

corporation, so such a statutory presumption is unnecessary. 

Consequently, the committee has determined that there shall 

be a chief executive officer and a chief financia 1 officer, 

and any other officers provided for in the articles of in­

corporation. Any person may hold any or all offices re­

quired in the articles. 

The authority of the officers in a close corporation may 

often be bound by a shareholder's agreement. However, those 

without actual knowledge of this restriction may rely on the 

usual powers of the chief executive officer and incur damages 

due to that reliance. There is. no reason that the injured 

party should be forced either to prove authority or to sue 

the officer. Therefore, the corrnnittee will recommend that 

the close corporation law has a .provision providing that 

the chief executive officer has full authority to bind the 

corporation in the ordinarycour~e of buiness unless the third 

party has actual knowledge of any restrictions imposed upon 

the authority of the chief executive officer by the board of 

directors or by~ ~ni"f'tJl..:-··:~ agreement. Other officers will 

continue to be bound by agency law; their titles should in­

dicate to a third party that the author.ity·they have may be 

less than total. 
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One of the most crucial rights aO:-sbaJ:"ehplder in a 

closely-held corporation has is the right t~ mainf"ain his 

interest in the corporation at the same percentage of the 

outstanding shares by pre-emptive rights. In this manner ft 

minority shareholder owning almost half the shares in a cor­

poration where two-thirds of the shares must approve cor­

porate transactions or amendments to the articles can pre-

vent his veto power from being sold out from under him through 

dilution of the shares. Please note that the statutory 

presumption runs in favor of pre-emptive rights; in the gen­

eral business corporation law, it runs against pre-emptive 

rights. 

RIGHT OF INSPECTION 

The need to make. information available to shareholders 

is greater in a small corporation than it is in a large 

corporation. The shareholders play a much greater role in 

the day-to- day management of the business and may indeed 

be fulfilling the roles of directors. Of course in the lat.ter 

case, the shareholders should have all the rights of directbrs 

to inspect at any time; that fol1ows from the provision of the 

general law which delegates those rights to shareholders. But 

the shareholder should have a broader general right of inspec­

tion. Therefore, the committee has decided that the bylawg, 

minutes, stock ledgers, books of account and annual stat~ments 

of the corporation shall be open for in~pection by any sha~e­

holder during business hours at the principal place of business. 

The committee is not unaware of the abuses which such a 

'provision could conceivably foster. Trade secrets might be lo§t; 
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: '.: ,;;>:competitors might ol:>~~'$jf: infc;>i,:mation w,J:>.ich c6ul&: le~d to 

an unfair advantage: ·The parade of horn:,rcs is persuasive; 

persuasive enough to justify the explicit endorsement of 

equitable restraints upon this right in those cases where 

the act of inspection might create a cause of action under 

federal or state law. 

STATEMENT OF AFFAIRS 

The need for information extends beyond the active pur­

suit of such information by the sharehol&rto the passive 

shareholder who still needs information to make informed 

business decision. In a small enterprise, the need for 

informed decision making is no smaller. The committee 

proposes to require a statement of affairs in order 

ro solve this problem. This statement of affairs would 

be a fairly complete description of the fiscal events of 

the preceding year. Such a statement will not be required 

to be prepared according to generally ~ccepted accounting 

principles (GAAP) nor will the opinion or services of an 

independent accounting firm be required. Such require-

ments might make the cost of this statement prohibitive. 

Instead, the statement need only set forth the assets and 

liabilities of the corporation in a reasonable manner, and 

need only describe the accounting basis used by the corpor­

ation in the preparation of the statement. The statement 

will be required to include a balance sheet and an income 

statement. In order to reduce duplication of effort, the 

statement need not be distributed until ten days after the 

corporation has filed its Federal corporate tax return. Of 

course, the statement would be distributed to all shareholders. 
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CONSIDERATION FOR STOCK 

In the opinion of the committee, there was and is no 

reason why promissory notes could not be valid consider­

ation for shares in light of the fact that future services 

are valid consideration, especially because a promissory 

note can be more easily enforced. Therefore, for the pur­

poses of the close corporation, notes are valid consider­

ation for stock. 

SHAREHOLDER QUALIFICATIONS 

A closely-held corporation resembles an incorporated 

partnership in many ways. There is no reason why, if 

the shareholders agree, qualifications cannot be imposed on 

future purchasers of stock in the corporation, just as a 

partnership need not admit an assignee of a partner's interest 

into the partnership. 

SHARE TRANSFER RESTRICTIONS 

This concept deserves the sam~ treatment as shareholder 

qualifications: if the affected shareholders agree to a 

restriction, then that restriction ought to be enforcable in 

count. The committee f1rst tried listing certain acceptable 

kinds of share transfer restrictions, in the manner of Dela~ 

ware §202, but such a listing can not truly validate every 

restriction. A more general validation was necessary. There-: 

fore, any restriction imposed by the articles or bylaws or 

by the amendment of articles or by laws will be effective if 

all affected shareholders approve. Any restriction on transfer 

embodied in a shareho,lders• agreement will be effective as to 

those shareholders partief to · the agreement. A 11 • stock certi fi- • 

cates subjec~ to stich ie~t~ibtions ~uch resfi~ction~ 
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noted on them. Uncertificated shares will carry the no­

tation on the transaction~~ertificate, if any. You will 

note that the committee has made these restrictions op­

tional rather than mandatory. In this way postcard in­

corporators will not be bound by any transfer restrictions 

which might be required if we were to follow the Delaware 

pattern, nor will they lose their status as close corpor­

ations for failure to include such restrictions. The 

Model Act, see §S4(h) and proposed new §54, is very care­

ful to validate almost any restriction which is other-

wise lawful. To insert a transfer restriction, the in­

corporator would have to draft one himself or see an attor­

ney. The use of counsel should insu that traps are 

avoided when this provision is used. 

SHARE REPURCHASE AND INVOLUNTARY DISSOLUTION 

These are options that should be bargained for among 

the shareholders, due to the drastic nature of these 

remedies. No majority shareholder should have to live in 

fear that a minority shareholder may tie up all of the liquid 

assets of the corporation, or destroy the entity without hav­

ing bargained in the course of granting such a right in the 

articles, because such a fear could drastically affect the 

confidence of the offic~rs and the ability to take swift, 

effective advantage of a corporate opportunity. Similarly, 

there is no reason why a shareholder who is unaware of this 

provision should have it used on him without prior notice 

and find that all reasonable expectations have been destroyed. 

This is not to imply that minority shareholders do not de-

. serve some Tct.-t r • ':~ra.t' 1""9··· -r:eco~~ their investment in those 



ment, whether it be part of the articles of incorporation or 

a separate shareholders' agreement. 

VOLUNTARY TERMINATION OF STATUS 

Just as the creation of close corporation status is a 

matter between the shareholders, the termination of that sta­

tus is also a matter to be decided by them. However, the 

general busines~ corporation law changes the status of share­

holders sufficiently to justify the statutory accrual of 

dissenters• rights. Such a termination shall be effected 

by appropriate amendments to the articles of incorporation, 

and the amendment process shall be governed by the provi-

sion of the general corporation law. However, if there are 

fifty or fewer shareholders a vote of two-thirds of all out­

standing shares shall be required to approve such amendments. 

The rights of dissenting shareholders shall be governed by 

the provisions of the general corporation law. 

MERGERS AND OTHER FUNDAMENTAL CHANGES 

Although the close corporation law is designed for small 

corporations, it is conceivable that a close corporation 

might wish to merge with another close corporation or, -!more 

likely, it may merge with or sell its assets to general bus­

iness corporation. qbviously, in those caseswhere the close 

no 

problem. s 
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corporation. In a consolidation or in those rare cases 

in where the close corporation is the surviving corporation 

it should be clear that the transaction should take the new 

corporation out of close corporation status. This, will 

also, of course, be an event giving rise to dissenters' rights. 

In the case where a close corporation merges or consolidates 

with another close corporation, the product should be a close 

corporation, and the transaction should be covered by the 

applicable,provisions of the general business corporation law. 

SHAREHOLDER AGREEMENTS 

Shareholders ought to be able to make private arrangements 

governing the internal governance of the corporation, em­

bodying buy-sell arrangements, providing for voting trusts 

and dealing with any other matter in a manner not incon­

sistent with law. No agreement should be struck down because 

it contravenes older concepts of the authority of various 

corporate units,. such as the board of directors. No agree­

ment should be invalidated because it permits the corpor­

ation to be run as a partnership. 

However, s~areholder agreements ought to Bind those who 

agree to them, and those who Td-ke with notice from one 
I I 

who is bound by the agreement if the agreement provides 

that successors shall also be bound-

MANDATORY BUY-OUT 

The committee has struggled with the question of whether 

a shareholder should have the right to extract his investment 

from a small corporation pursuant to a statutory provision. 

The problem is complicated by the fact that there is usually 

no ready market for ·the stock of such corporations, due to 
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the fact that such shares are not traded on stock markets 

and have, at best, a "thin" market on the over-the-counter 

market, if any market at all exists. And, of course the 

presence of stock transfer restrictions makes it harder to 

realize the value of the shares. Combine.all this with the 

likelihood that no dividends are paid by the corporation, 

and you have a situation that is ripe for the oppression of 

minority shareholders. 

On the other hand, a good argument can be made that the 

mandatory repurchase of the shares of a shareholder could 

easily impose an equally severe hardship on those investors 

who elect to remain in the venture. The key is to find a 

way to permit the recoupment of the objecting shareholder's 

--=:;======~-~~apital while not crippling the entity. 

There should be no provision expli~itly providing a mandatory 
buy-out mechanism. Instead, the focus of efforts to extricate 
the non-controlling shareholder should be on the power of the 
courts to order corporations to end oppressive and unfair practices. 
The courts should·be given broad discretion, to be employed 
liberally, to order the rep~rchase, by the corporation, shareholders 
or any combination thereof, with the threat of a decree of dissolu­
tion on the incentive for repurchase, if such a repurchase is 
necessary. • 

Courts should also be guardians of the rights of the majority 
shareholder to continue the business, if at all possible to do 
so without infringing the rights of the complaining shareholders. 
A statutory scheme could not permit a discretionary judgment; 
to be effective, it would have to grant an unconditional right. 
The judgment of a court of equiti could take all factors into 
account when deciding whether (and what kind of) relief should 
be granted on such a petition. A court of equity could also 
grant some intermediate or lesser form of relief. Even if a 
mandatory buy-out were part of the statute, it would be wise 
to permit a majority shareholder to petition a court for an 
injunction providing for some lesser relief. 

EQUITABLE RELIEF 

It is clear that, at least with respect to close corporations, 
the reluctance of the courts·to interfere with the internal 

"governance mechanisms of th~ corporation should be ended. A 
remedy should be available, for good cause shown, for violations 

near violations of the fiduciary relationship of shareholders, 
in +-ho ~.;c,,....--~-1~- -1: ,1,.1-..- "'"" ..... "' n,,.o. +-- 4-ho 4=~.;1-...--- ,..,1: ---·•-L.-
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In fact, it was suggested that we apply Section 18 to some ~· 
corporations that are not "closely-held" under the statute. I·;{: 
The committee was split on this and could not decide which ~ 
~:~~~~~~io~should be subject to the equitable relief '·";i'!;": 

FIDUCIARY DUTY 

. A cl~se corporation is an incorporated partnership; it 
is much different than the standard public corporation. For 
that reason, the usual standard of fiduciary duty ought to be 
strengthened. Instead of having the duty to perform as reasonable 
prudent person would, shareholders should have the same fiduciary 
duty to each other as partners would, regardless of whether 
the shareholders happen to be acting as directors, officers, 
o7 shareholders. This is the minimum that can be permitted, 
since most people who own shares of close corporations depend 
upon the great trust between shareholders, essential to smooth 
operations, when they invest in the corporation. 

If we are going to expand the equitable jurisdiction of 
courts in the manner proposed in Section 18 of the Model 

----=~--------· 
Act, it will be necessary to insure that the courts which 
decide these questions are conversant with with and exper­
ienced in corporation law. A court consisting of individ­
uals who understand the flow of power in the corporate 
structure not only in the large publicly held corporation 
but also in the closely held corporate entity would have 
the understanding of corporate internal transactions 
similar to that shown by the Chancellery courts of Delaware. 
Specifically we propose that we have a part-time corporation 
court consisting of three members who should be experienced 
corporate practitioners. we define experienced corporate 
practitioners as those who have spent over 50% of their 
professional time in the last five years dealing with corp­
oration law and the problems of corporations both large 
and small. we would not see the membership of this court 
as consisting.of litigators but rather of counsel exper­
ienced in advising corporations and share-holders. The 
court would operate on a part-time basis, at least initially, 
with the members holding staggered terms of two years. We 
would also suggest that the membership be limited to one 
reappointment so that the court·would gain new membership 
and new prospective from time to time. The court would 

'""'-.,.,-,.,.,.,;,cw":···.,.·,.··,-~•.•··"• 
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generally sit in panels of one member; there would be 
an appeal to the court in bane. Review would be available 
in the supreme Court by certiorari, not as a matter of 
right. The jurisdiction of the court would cover, in ex­
panding scope, (1) disputes arising under Section 18 or 
it's counterpart in our new statute, (2) all disputes 
arising under Chapter 301 or the new General Corporation 
Act and (3) full equity jurisdiction with respect to intra­
corporate disputes along the lines of that held by the 
Equity Courts in Delaware. The court would be that of a 
judge alone and all matters requiring a jury trial would 
be referred to the District Courts. Probably it would be 
advantageous to split the issues so that the jury trial 
issues were tried in District Court and the issues purely 
of internal corporate policy were tried before the 
Corporation court. 

Obviously, this will be a hot issue politically because 
inherent in it is the suggestion that the makeup of the 
Supreme court and District Courts has been such that corp­
orate disputes have not been tried before judges exper­
ienced in these matters and that the decisions frequently 
do not reflect the best result from the point of view of 
corporate law. It seems to me that, expecially when the 
jurisdiction and powers of the courts are expanded and when 
the courts are encouraged, to be much more bold in providing 

a remedy for internal corporate disputes that the judges 
deciding these matters should have the appropirate experience 

base. 




