
PUBLIC IAW NO. 5-46 

FI  FTH NORTHERN MARIANAS COMMI NUEALTH LEG ISLATUR E HOUSE BILL NO. 5-204, 
S.D. 1 

THIRD REGULAR SESSION, 1987 

AN ACT 

To amnd 4 CMC, D i v i s i o n  4, Chapter 1 by adding a new Section 4106 
t o  provide t h a t  no corporat ion organized under the laws o f  the 
Commonwealth s h a l l  r equ i re  a shareholder t o  s e l l  h i s  o r  her  shares, 
w i  thout penni ss ion o f  the stock hol der; and provi  d i  ng f o r  o ther  
remedies and r i g h t s  o f  m inor i t y  shareholder, and for  o ther  purposes. 

BE I T  ENACTED BY THE FIFTH NORTHERN MARIANAS COMIOM4EPLTH I. EG ISLATURE : 

Sect ion 1, ShStrlt__Li_t,l-e_. This Act may be c i t e d  as the "Shareholder 

Protect ion Act o f  1987, " 

Sect ion 2. --.- Pupose. ---- The Leg is la tu re  f inds t h a t  shareholders, 

p a r t i c u l a r l y  m ino r i t y  shareholders, are  unprotected by  the ex i s t i ng  law 

should a corporat ion decide t o  buy out i t s  sharehol ders, o r  declare a 

stock s p l i t  d i l u t i n g  t he  sharehol ders'  ownership. This Act pro tects  a1 1 

s harehol ders i n  corporations organized under Commonweal t h  law f ran  such 

act ion.  

Section 3. _&-n_d,npt,. 4 CblC, D i v i  s ion 4, Chapter 1 s ha1 1 be 

amended by  adding a new Section 4106 t o  read as fo l lows:  

"Section 4106. No Shareholder Buvouts o r  D i lu ted Value .-----.---.--------.#--.-------------------- 

Stock S p l i t s  o r  Diminished Proport ional Ownershig blithout -------- ----.-------.---------.---------.-------- -- --------- 
Permission o f  Sharehol d e n .  .......................... 

(a)  I t  sha l l  be unlawful f o r  a corporat ion organized 

under t he  laws o f  the Commonwealth, t o  requ i re  a shareholder 

t o  s e l l ,  decrease o r  otherwise re l i nqu i sh  h i s  o r  her shares 

i n  the corporation. Such a t ransact ion can on ly  occur w i t h  

the p r i o r  wr i t ten,  non-proxy consent. Further, the value 

o f  a shareholder's ownership i n  a c o v o r a t i o n  sha l l  n o t  be 
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changed through merger o r  any form o f  Corporate 

reorganizat ion.  I f  t he  shareholder had vot ing r l g h t s  i n  

the  merged corporat ion he o r  she sha l l  have vot ing r i g h t s  

i n  the su rv iv ing  corporation. 

(b) It s h a l l  be unlawful f o r  a corporat ion organized 

under the laws o f  the  Cmmnwealth t o  reduce the number o f  

shares o f  a shareholder t o  a l esse r  nmber  o f  shares, o r  

t o  a s i n g l e  share, o r  t o  a f r a c t i o n  of a share, wi thout  the 

p r i o r  wr i t ten ,  non-proxy consent o f  any and a1 1 sharehol ders. 

( c )  I f  any o f f i c e r ,  d i rec tor ,  o r  cont ro l  l i n g  

sharehol der, i n  v i o l a t i on ,  o f  h i s  f i duc ia r y  duties, 

un law fu l l y  takes funds o r  assets belonging t o  the  

corporation, t h i s  tak ing sha l l  i n  add i t i on  t o  any o the r  

remedies provided b y  law o r  regu la t ion  be deemed t o  be a 

repurchase b y  the corporat ion o f  the cap i ta l  stock o f  

such o f f i c e r ,  d i rec tor ,  o r  cont ro l  l i n g  shareholder. The 

value o f  the stock repurchased sha l l  be based on the  f a i r  

market value of the corporat ion 's  stock on the date o f  

the unlawful taking.  

(d)  The r i g h t s  and remedies provided f o r  m ino r i t y  

shareholders i n  subsection (a)  o f  t h i s  Section sha l l  be 

i n  add i t i on  t o  those remedies provided t o  shareholders 

o f  merged corporat ion by Chapter 2 o f  the Corporation 

Regulations publ ished i n  the Te r r i  t o r i  a1 Register, 

Volume 1, No. 1, dated Ju l y  15, 1974. 
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(e) Th is  sec t ion  s h a l l  apply t o  a l l  corporate mergers 

i n  which t h e  30 day t ime per iod provided under Chapter 2 

Sect ion 1.20 o f  t he  Corporat ion Regulations has n o t  y e t  

expired. This sec t ion  w i l l  n o t  a f f e c t  an employee stock 

op t i on  p l an  where the  employee i s  required upon te rm ina t ion  

o f  h i s  employmnt t o  s e l l  t he  stock back t o  the corporat ion.  " 

Section 4. -&-iv-&en_t_. 4 CMC, D i v i  s ion  1, Chapter 1, s h a l l  be amended 

by  renumbering e x i s t i n g  Section 4106 t o  read as 4 CMC, Section 4107. 

Section 5. - Severabi l iQ. -- - ---- - - If any p rov i s i on  o f  t h i s  Act, o r  the 

app l i ca t i on  the reo f  t o  any person o r  circumstance i s  he ld  i n v a l i d ,  t h e  

inva l  i d i  ty does n o t  a f f e c t  any o the r  p rov i  s ion  o r  app l i ca t i on  o f  the Act 

which can be given e f f e c t  w i thout  t he  i n v a l i d  p rov is ion  o r  app l ica t ion,  

and t o  t h i s  end t he  prov is ions o f  t h i s  Act a re  severable. 

Section 6. --------------- E f f e c t i v e  Date. This Act s h a l l  take e f f e c t  upon i t s  

approval by  the  Governor, o r  upon i t s  becani ng law w i  thout such approval . 

ATTEST: 

House Clerk 

Governor . 
Commnweal t h o f  the Northern Ma r iana Islands 1 
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