
: COM.MONWEALTH O F  T H E  NORTHERN,,MARIANA ISALNDS 
SAIPAN,  MARlANA ISLANDS 

No. 05 Volume 12 

May 15, 1990 
I' .. , . 

< 1 :  
. :.. 

. . 

Published monthly, by the - , 
Registrar o f  Corporations 
Office of the Attorney General 



W H  RIfGISTER 
~ a y  15, 1990 

Volume 12 No. 05 

Proposed Regulations of the Registrar of Corporations 
Regarding the Procedures for Incorporating and other matters 
Affecting Corporations 
O f f i c e  o f  t h e  Attorney General ............................ 6907 

Proposed Amendments to the Coastal Resources Management 
Rules and Regulations of 1985 
Coastal Resources Management O f f i c e  ....................... 6998 

EMERGENCY REGULATIONS 

Notice of Emergency and Proposed Regulations Amending 
Certain Sections of the Alien Labor Rules and Regulations 
Relating to Labor Identification Certificate and 
Applications Fees 
Department o f  Commerce and Labor .......................... 7013 

Notice of Emergency Adoption of '*Certificate of NeedtB 
Rules and Regulations 
office o f  the  Governor .................................... 7022 

Notice of Private Tax Ruling 
Department of Finance ..................................... 7 0 6 1  

Attorney General Opinions published betwwen 
January 15, 1990 and May 15, 1990 

O f f i c e  o f  t h e  Attorney General ............................ 7069 



PUBLIC NOTICE 

PROPOSED REGULATIONS OF THE REGISTRAR OF 
CORPORATIONS REGARDING THE PROCEDURES FOR INCORPORATING, 

AND OTHER MATTERS AFFECTING CORPORATIONS 

The Registrar of Corporations, with the approval of the Governor, 
pursuant to 1 CMC ,tj 9104(a) hereby gives notice to the public of 
the intention to adopt proposed revised regulations regarding the 
following: 

1. The organization and creation of corporations in the CNMI; 
2. The rights and obligations of corporate shareholders, 

officers and directors; 
3. Fees for filing documents with the Registrar of 

corporations; and 
4. - Other matters generally affecting corporations. 

The text of the proposed regulations are published with this notice 
in the Commonwealth Register. 

The public may submit written comments and recommendations 
regarding the proposed regulations during the thirty day period 
following this date of publication in the Commonwealth Register. 
Any comments or recommendations should be sent to the Registrar of 
Corporations at the following address: 

Registrar of Corporations 
Office of the Attorney General 

2nd Floor -- Administration Building 
Capitol Hill, Saipan, MP 96950 

Dated this /0& day of April, 1990. 

%OLEDAD B. SASAMOTO 
I 

Registrar of Corporations 

Approved by: 

%QFWKZ6 I. DE LEON GUERRERO 
Governor 
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NOTICIAN PUBLIC0 

I MA-PROPOPONE NA REGULASION I REGISTRAR OF 
CORPORATIONS SIGUN GI SITUASION PARA INCORPORATING, 

YAN OTRO SIHA MANERA NI HA-AFEFECTA I CORPORATION SIHA 

I Rehistran i Corporations, sigun i lCMC I 9104(a), estaguiya na 
hana guahaye noticia para i publico pot i intension na para uma- 
adopta i mapropone na tinilaikan i regulasion sigun i sigente siha: 

1. I organision yan mafatinas i corporation siha gi halom 
i CNMI; 

2. I direcho yan obligasion niha i man gai-kabo, ofisiat 
siha yan i direktot siha; 

3. Apas i documento siha an mana-halom gi Rehistran i 
Corporation; yan 

4. Otro kasu henerat siha ni ha-afekta i corporation siha. 

I man mapropone na regulasion siha ma publika guine na noticia gi 
halom i Commonwealth Register. 

I publiko sina man submitte commento yan osino rekomendasion ni 
mapropone na regulasion duranten i trenta dias na tiempo despues 
de este na publicasion gi Commonwealth Register. Este na commento 
osino rekomendasion debe de umanahanao guato para i Rehistran i 
Corporations gi sigente na direksion: 

Registrar of Corporations 
Office of the Attorney General 

2nd Floor -- Administration Building 
Capitol Hill, Saipan, MP 96950 

& 
Mafecha guine gi dia de /O Mayo, 1990. 

- SOLEDAD B. SASAMOTO 
Rehistran i corporations 

Gobietno 
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CORPORATION REGULATIONS CHAPTER 3 PURPOSES AND POWERS 

CHAPTER 1. GENERAL PROVISIONS 

Subchapter A. Short title 

1.01. Short title 
1.02. Reservation of power to 

amend or repeal 

Subchapter B. Filing documents 

1.20. Filing requirements 
1-21. Forms 
1.22. Filing, service, and copy- 

ing fees 
1.23. Effective time and date 

of filing 
1.24. Correcting fileddocument 
1.25. Filing duty of Registrar 
1.26. Appeal from Registrar's 

refusal to file document 
1.27. Evidentiaryeffect of copy 

of filed document 
1.28. Certificate of existence 
1.29. Penalty for signing false 

document 

Subchapter C. Registrar of 
Corporations 

1.30. Powers 

Subchapter D. Definitions 

1.40. Regulation definitions 
1.41. Notice 
1.42. Number of shareholders 

CHAPTER 2. INCORPORATION 

2.01. Incorporators 
2.02. Articles of incorporation 
2.03. Incorporation 
2.04. Liability for preincor- 

poration transactions 
2.05. Organization of corpora- 

tion 
2.06. Bylaws 
2.07. Emergency bylaws 

3.01. Purpose 
3.02. General powers 
3.03. Emergency powers 
3.04. Ultra vires 

CHAPTER 4 -  NAME 

4.01. Corporate name 
4.02. Reserved name 
4.03. Registered name 

CHAPTER 5 .  OFFICE AND AGENT 

5.01. Registered office and 
registered agent 

5.02. Change of registered of- 
fice or registered agent 

5.03. Resignation of registered 
agent 

5.04. Service on corporation 

CHAPTER 6. SHARES AND DISTRIBU- 
TIONS 

Subchapter A. Shares 

6.01. Authorized shares 
6.02. Terms of class or series 

determined by board of 
directors 

6.03. Issued and outstanding 
shares 

6.04. Fractional shares 

Subchapter B. Issuance of shares 

6.20. Subscription for shares 
before incorporation 

6.21. Issuance of shares 
6.2 2. Liability of shareholders 
6.23. Share dividends 
6.24. Share options 
6.25. Form and content of cer- 

tif icates 
6.26. Shares without certifi- 

cates 
6.27. Restriction on transfer 

of shares and other 
securities 
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6.28. Expense of issue 

Subchapter C. Subsequentacqui- 
sition of shares by shareholders 
and corporation 

6.30. Shareholder's preemptive 
rights 

6.31. Corporationls acquisition 
of its own shares 

Subchapter D. Distributions 

6.40. ~istributions to share- 
holders 

Subchapter C. Voting trusts and 
agreements 

7.30. Voting trusts 
7.31. Voting agreements 

Subchapter D. Derivative pro- 
ceedings 

7.40. Procedure in derivative 
proceedings 

CHAPTER 8. DIRECTORS AND OF- 
FICERS 

Subchapter A. Board of directors 
CHAPTER 7 .  SHAREHOLDERS 

Subchapter A. Meetings 

7.01. Annual meeting 
7.02. Special meeting 
7.03. Court-ordered meeting 
7.04. Action without meeting 
7.05. Notice of meeting 
7.06. Waiver of notice 
7.07. Record date 

Subchapter B. Voting 

7.20. Shareholders1 list for 
meeting 

7.21. Voting entitlement of 
shares 

7.22. Proxies 
7.23. Shares held by nominees 
7.24. Corporation's acceptance 

of votes 
7.25. Quorumandvoting require- 

ments for voting groups 
7.2 6. Action by single and mul- 

tiple voting groups 
7.27. Greater quorum or voting 

requirements 
7.28. Voting for directors; 

cumulative voting 

Requirement for and duties 
of board of directors 
Qualifications of direc- 
tors 
Number and election of 
directors 
Election of directors by 
certain classes of share- 
holders 
Terms of directors gene- 
rally 
Staggered terms for 
directors 
Resignation of directors 
Removal of directors by 
shareholders 
Removal of directors by 
judicial proceeding 
Vacancy on board 
Compensationof directors 

Subchapter B. Meetings and ac- 
tion of board 

8.20. Meetings 
8.21. Action without meeting 
8.22. Notice of meeting 
8.23. Waiver of notice 
8.24. Quorum and voting 
8.25. Committees 
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Subchapter C. Standards of con- 
duct 

8.30. General standards for 
directors 

8.31. Director conflict of 
interest 

8.32. Loans to directors 
8.33. Liability for unlawful 

distributions 

Subchapter D. Officers 

8.40. Required officers 
8.41. Duties of officers 
8.42. Standards of conduct for 

officers 
8.43. Resignation and removal 

of officers 
8.44. Contract rights of offices 

Subchapter E. Indemnification 

Subchapter definitions 
Authority to identify 
Mandatory indemnification 
Advance for expenses 
Court-ordered indemnifi- 
cation 
Determinationandauthor- 
ization of indemnification 
Indemnification of offi- 
cers, employees, and 
agents 
Insurance 
Applicationof subchapter 

CHAPTER 9. [Reserved] 

CHAPTER 10. AMENDMENT OF 
ARTICLES OF INCORPORATION AND 
BYLAWS 

Subchapter A. Amendment of 
articles of incorporation 

10.01. Authority to amend 
10.02. Amendment by board of 

directors 

10.03. Amendment by board of 
directors and share- 
holders 

10.04. Voting on amendments by 
voting group 

10.05. Amendment before issuance 
of shares 

10.06. Articles of amendment 
10.07. Restated articles of 

incorporation 
10.08. Amendment pursuant to 

reorganization 
10.09. Effect of amendment 

Subchapter B. Amendment of by- 
laws 

10.20. Amendment by board of 
directors or shareholders 

10.21. Bylaw increasing quorum 
orvoting requirement for 
shareholders 

10.22. Bylaw increasing quorum 
orvoting requirement for 
directors 

CHAPTER 11. MERGER AND SHARE 
EXCHANGE 

11.01. Merger 
11.02. Share exchange 
11.03. Action on plan 
11.04. Merger of subsidiary 
11.05. Articles of merger or 

share exchange 
11.06. Effect of merger or share 

exchange 
11.07. Merger or share exchange 

with foreigncorporation 

CHAPTER 12. SALE OF ASSETS 

12.01. Sale of assets in regular 
course of business and 
mortgage of assets 

12.02. Sale of assets other than 
in regular course of 
business 
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CHAPTER 13. DISSENTERS' RIGHTS 

Subchapter A. Right to dissen- 
tial obtain payment for shares 

13.01. Definitions 
13.02. Right to dissent 
13.03. Dissent by nominees and 

beneficial owners 

Subchapter B. Procedure for 
exercise of dissenters' rights 

Notice of dissenters' 
rights 
Notice of intent to 
demand payment 
Dissenters1 notice 
Duty to demand payment 
Share restrictions 
Payment 
Failure to take action 
After-acquired shares 
Procedure if shareholder 
dissatisfied with payment 
of offer 

Subchapter C. Judicial appraisal 
of share 

13.30. Court action 
13.31. Court costs and counsel 

fees 

CHAPTER 14. DISSOLUTION 

Subchapter A. Voluntary 
dissolution 

Dissolution by incorpora- 
tors or initial directors 
Dissolution by board of 
directors and share- 
holders 
Articles of dissolution 
Revocation of dissolution 
Effect of dissolution 
Known claims against dis- 
solved corporation 
Unknown claims against 
dissolved corporation 

Subchapter B. Administrative 
dissolution 

14.20. Grounds for administra- 
tive dissolution 

14.21. Procedure for and effect 
of administrative dis- 
solution 

14.22. Reinstatement following 
administrative dissolu- 
tion 

14.23. Appeal from denial of 
reinstatement 

Subchapter C. Judicialdissolu- 
tion 

14.30. Grounds for judicialdis- 
solution 

14.31. Procedure for judicial 
dissolution 

14.32. Receivership or custo- 
dianship 

14.33. Decree of dissolution 

Subchapter D. Miscellaneous 

14.40. Deposit with Director of 
Department of Finance 

CHAPTER 15 FOREIGN CORPORATIONS 

Subchapter A. Certificate of 
Authority 

15.01. Authority to transact 
business required 

15.02. Consequences of trans- 
acting business without 
a license 

15.03. Application forcertifi- 
cate of authority 

15.04. Amended certificate of 
authority 

15.05. Effect of certificate of 
authority 

15.06. Corporate name of foreign 
corporation 

15.07. Registered office and 
registered agent of fore- 
ign corporation 
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15.08. Change of registered of - 17.05. Repeal 
f ice or registered agent 17.06. Effective date 
of foreign corporation 

15.09. Resignation of registered 
agent of foreign corpora- 
tion 

15.10. Service on foreign cor- 
poration 

Subchapter B. Withdrawal 

15.20. Withdrawal of foreign 
corporation 

Subchapter C. Revocation of 
certificate of authority 

15.30. Grounds for revocation 
15.31. Procedure for and effect 

of revocation 
15.32. Appeal from revocation 

CHAPTER 16. RECORDS AND REPORTS 

Subchapter A. Records 

16.01. Corporate records 
16.02. Inspection of records by 

shareholders 
16.03. Scope of inspection right 
16.04. Court-ordered inspection 

Subchapter B. Reports 

16.20. Financial statements for 
shareholders 

16.21. Other reports to share- 
holders 

16.22. Annual report for Regis- 
trar of Corporations 

CHAPTER 17. TRANSITION 
PROVISIONS 

17.01. Application to existing 
domestic corporations 

17.02. Applicationtoqualified 
foreign corporations 

17.03. Saving provisions 
17.04. Severability 
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CORPORATION REGULATIONS 

CHAPTER 1. GENERAL PROVISIONS 

Subchapter A. Short Title and 
Reservation of Power. 

1.01. Short Title. These regu- 
lations shall be known as the 
~~CommonwealthBusinessCorpora- 
tion Regulationw. 

1.02. Reservation of Power to 
Amend or Repeal. 

The Registrar of Corporations 
has the power to amend or repeal 
all or part of these regulation 
at any time and all domestic and 
foreign corporations sub j ect to 
these Regulations are governed 
by the amendment or repeal. 

Subchapter B. Filing of Docu- 
ments. 

1.20. Filing Requirements. 

(a) A document must satisfy the 
requirements of this section, 
and of any other section that 
adds to or varies these require- 
ments, to be entitled to filing 
by the Registrar of Corpo- 
rations. 

(b) These Regulations must re- 
quire or permit filing the docu- 
ment in the off ice of the Regis- 
trar of Corporations. 

(c) The document must contain 
the information required by 
these Regulations. It may con- 
tain other information as well. 

(d) The document must be 
typewritten or printed. 

(e) The document must be 
executed : 

(1) by the chairman of the 
board of directors, the presi- 
dent, or other officer of the 
corporation; 

(2) if directors have not 
been selected or the corporation 
has not been formed, by the 
incorporator; or 

(3) if the corporation is in 
the hands of a receiver, 
trustee, of other court appoint- 
ed fiduciary, by the fiduciary. 

(g) The person executing the 
document shall sign it and state 
beneath or opposite his signa- 
ture his name and capacity in 
which he signs. The document 
may but need not contain: (1) 
the corporate seal, (2) an at- 
testation by the secretary or 
an assistant secretary, (3) an 
acknowledgement, verification, 
or proof. 

(h) If the Registrar of Corpora- 
tions has prescribed a mandatory 
form for a document under sec- 
tion 1.21, the document must be 
in or on the prescribed form. 

(i) The document must be 
delivered to the office of the 
Registrar of Corporations for 
filing and must be accompanied 
by two exact or conformed copies 
(except a s provided in sections 
5.03 and 15.09) , and proof of 
payment of filing fees required 
by law. 
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1.21. FORMS 

(a) The Registrar of Corpora- 
tions may prescribe and furnish 
forms for: 

(1) an application for a cer- 
tificate of existence, 

(2) a foreign corporation's 
application for a certificate 
of authority to transact 
business in the Commonwealth, 

(3) a foreign corporation's 
application for a certificate 
of withdrawal, and 

(4) the annual report. 
If the Registrar of Corporations 
so requires, use of these forms 
is mandatory. 

(b) The Registrar of Corpora- 
tions may prescribe and furnish 
on request f orms for other docu- 
ments required or permitted to 
be filed by these Regulations 
but their use is not mandatory. 

1.22. Filing, Service andcopy- 
ing Fees. 

(a) The following fees shall be 
paid to the Department of 
Finance and proof of payment 
delivered to the Registrar of 
Corporations when the documents 
described in this subsection are 
delivered for filing: 

(1) Articles of Incorporation 
$ 100. 

(2) Application for reserved 
name $ 10. 

(3) Notice of transfer of 
reserved name $ 10. 

(4 Application for 
registered name $ 10. 

(5) Application for renewal 
of registered name $ 10, 

(6) Corporations statement 
of change of registered agent 
or registered office or both 

$ 10. 
(7) Agents statement of 

change in registered office for 
each affected corporation $ 10. 

(8) Agent's statement of 
resignation $ 10. 

(9) Amended articles of 
incorporation $ 50. 

(10) Restated articles of 
incorporation $ 50. 

(11) Articles of merger or 
share exchange $ 50. 

(12) Articles of Dissolution 
$ 50. 

(13) Articles of revocation 
of dissolution $ 50. 

(14 Certificate of 
administrative dissolution no 
fee. 

(15) Application for rein- 
statementfollowingadministra- 
tive dissolution $ 100. 

(16) Certificate of rein- 
statement no fee. 

(17) Certificate of judicial 
dissolution no fee, 

(18) Application for certifi- 
cate of authority $ 100. 

(19) Application for amended 
certificate of authority $ 25. 

(20) Application for certif i- 
cate of withdrawal $ 25. 

(21) Certificate of revoca- 
tion of authority to transact 
business no fee. 

(22) Annual report $ 50. 
(23) Articles of correction 

$ 25. 
(24) Application for certifi- 

cate of existence or authoriza- 
tion $ 10. 

(25) Application for use of 
indistinguishable name $ 25. 

(26) Any other document re- 
quired or permitted to be filed 
by these Regulation $ 25. 

(b) The Registrar of Corpora- 
tions shall collect a fee of 
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$ 25 each time process is served 
on him under these Regulations. 
The party to a proceeding caus- 
ing service of process is en- 
titled to recover this fee as 
costs if he prevails in the 
proceeding. 

(c) The Registrar of Corpora- 
tions shall collect the follow- 
ing fees for copying and cer- 
tifying the copy of any filed 
document relating to a domestic 
of foreign corporation: 

(1) $.50 a page for copying; 
and 

(2) $2.50 for certificate. 

1.23. Effective Time and Date 
of Document. 

(a) Except as provided in sub- 
section (b) and 1.24 (c) a docu- 
ment accepted for filing is 
effective: 

(1) at the time of filing on 
the date it is filed, as 
evidenced by the Registrar of 
Corporations date and time en- 
dorsement on the original docu- 
ment; or 

(2) at the time specified in 
the document as its effective 
time on the date it is filed. 

(b) A document may specify a 
delayed effective time and date, 
and if it does so the document 
becomes effective at the time 
and date specified. If a delay- 
ed effective date but no time 
is specified, the document is 
effective at the close of busi- 
ness on that date. A delayed 
effective date may not be later 
than the 90th day after the date 
it is filed. 

1.24. Correcting Filed Document. 

(a) A domestic or foreign cor- 
poration may correct a document 
filed by the Registrar of Cor- 
porations if the document (1) 
contains an incorrect statement 
or (2) was defectively executed, 
sealed, verified, or acknowl- 
edged. 

(b) A document is corrected: 
(1) by preparing articles of 

correction that (i) describe the 
document (including the date 
filed) or attach a copy of it 
to the articles, (ii) specify 
the incorrect statement and the 
reason it is incorrect of the 
manner in which the execution 
was defective, and (iii) correct 
the incorrect statement or 
defective execution; and 

(2) by delivering the arti- 
cles of correction to the Regis- 
trar of Corporations for filing. 

(c) Articles of correction are 
effective on the effective date 
of the document they correct 
except as to persons relying on 
the uncorrected document and 
adversely affected by the cor- 
rection. As to those persons, 
articles of correction are ef- 
fective when filed. 

1.25. Filing Duty of Registrar 
of Corporations. 

(a) If a document delivered to 
the Registrar of Corporations 
for filing satisfies the 
requirements of 1.20, the Regis- 
trar of Corporations shall file 
it. 

(b) The Registrar of Corpora- 
tions files a document by stamp- 
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ing or otherwise endorsing "Fil- 
ed'', together with his name and 
official title and the date and 
time of receipt, on both the 
original and the document copy. 
After filing the document, ex- 
cept as provided in section 5.03 
and 15.10, the Registrar of 
Corporations shall deliver the 
document copy to the domestic 
or foreign corporation or its 
representative. 

(c) If the Registrar of Corpora- 
tions refuses to file a docu- 
ment, she or he shall return it 
to the domestic or foreign cor- 
poration or its representative 
within five days after the docu- 
ment was delivered, together 
with brief written explanation 
of the reason for its refusal. 

(d) The Registrar of Corpora- 
tions duty to file documents 
under this section is 
ministerial. His or her filing 
or refusal to file a document 
does not: 

(1) affect the validity or 
invalidity of the document in 
whole or part; 

(2) relate to the correctness 
or incorrectness of information 
contained in the document; 

(3) create a presumption that 
the document is correct or in- 
correct. 

1.26. Appeal from Registrar of 
Corporations Refusal to File 
Document. 

(a) IftheRegistrarofCorpora- 
tions refuses to file a document 
delivered to his office for 
filing, the domestic or foreign 
corporation may appeal the refu- 
sal within 30 days after the 

return of the document to the 
Commonwealth Superior Court. 
The appeal is commenced by peti- 
tioning the court to compel 
filing the document and by at- 
taching to the petition the 
document and the Registrar of 
Corporations explanation of his 
or her refusal to file. 

(b) The court may summarily 
order the Registrar of Corpora- 
tions to file the document or 
take other action the court 
considers appropriate. 

(c) The court's final decision 
may be appealed as in other 
civil proceedings. 

1.27. Evidentiary Effect of Copy 
of Filed Document. 

A certificate attached to a copy 
of a document filed by the Regi- 
strar of Corporations, bearing 
his or her signature (which may 
be a facsimile) and the seal of 
the Commonwealth, is conclusive 
evidence that the original is 
on file with the Registrar of 
Corporations. 

1.28. Certificate of Existence. 

(a) Anyone may apply to the 
Registrar of Corporations to 
furnish a certificate of exis- 
tence for a domestic corporation 
or a certificate of authoriza- 
tion for a foreign corporation. 

(b) A certificate of existence 
or authorization sets forth: 

(1) the domestic corpora- 
tion! s name or the foreign cor- 
poration's name used in .the 
Commonwealth; 

(2) that (i) the domestic 
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corporation is duly incorporated 
under the laws of the Common- 
wealth, the date of incorpora- 
tion, and the period of its 
duration if less than perpetual; 
or (ii) that the foreign cor- 
poration is authorized to trans- 
act business in the Common- 
wealth; 

(3) that all corporation fees 
and penalties owed to the Com- 
monwealth have been paid, if 
(i) payment is reflected in the 
records of the Registrar of 
Corporations and ( ii) nonpayment 
affects the existence or author- 
ization of the domestic or 
foreign corporation; 

(4) that its most recent an- 
nual report required by section 
16.22 has been delivered to the 
Registrar of Corporations; 

(5) that articles of dissolu- 
tion have not been filed; 
and 

(6) other facts of record in 
the office of the Registrar of 
Corporations that may be 
requested by the applicant. 

(c) Subject to any qualification 
stated in the certificate, a 
certificate of existence or 
authorization issued by the 
Registrar of Corporations may 
be relied upon as conclusive 
evidence that the domestic or 
foreign corporation is in exis- 
tence or is authorized to trans- 
act business in the Common- 
wealth. 

1.29. Penalty for Signing False 
Document. 

(a) A person commits an offense 
if he signs a document he knows 
is false in any material respect 
with the intent that the docu 

ment be delivered to the Regis- 
trar of Corporations for filing. 

(b) An offense under this sec- 
tion is a civil offense punish- 
able by a civl fine not to ex- 
ceed $ 1,000. 

Subchapter C. ~egistrar of Cor- 
porations. 

1.30. Powers. 

The Registrar of Corporations 
has the power reasonably neces- 
sary to perform the duties re- 
quired by these Regulations and 
4 CMC, Div.4. 

Subchapter D. Definitions. 

1.40. Regulation Definitions. 
As used in these Regulation: 

(1) IvArticles of incorpora- 
tion" include amended and 
restated articles of incor- 
poration and articles of merger. 

(2) IvAuthorized sharesv1 means 
the shares of all classes a 
domestic or foreign corporation 
is authorized to issue. 

(3 ) lvCommonwealthvv means the 
Commonwealth of the Northern 
Mariana Islands. 

(4) wConspicuousvv means so 
written that a reasonable person 
against whom the writing is to 
operate should have noticed it. 
For example, printing in italics 
or bold face or contrasting 
color, or typing in capitals or 
underlined, is conspicuous. 

(5) NCorporationvv or 
"domestic corporation means a 
corporation for profit, which 
is not a foreign corporation, 
incorporated under or sub j ect 
to the provisions of these Regu- 
lation. 
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(6) IIDeliverl* includes mail. 
(7) "Distributionw means a 

direct or indirect transfer of 
money or other property (except 
its own shares) or incurrence 
of indebtedness by a corporation 
to or for the benefit of its 
shareholders in respect of any 
of its shares. A distribution 
may be in the form of a declara- 
tion or payment of a dividend; 
a purchase, redemption, or other 
acquisition of shares; a dis- 
tribution of indebtedness; or 
otherwise. 

(8) "Effective date of 
noticew is defined in section 
1.41. 

(9) "Employeet1 includes an 
officer but not a director. A 
director may accept duties that 
make him also an employee. 

(10) "Entityn includes cor- 
poration and foreign corpora- 
tion; non-profit corporation; 
profit and non-profit unincor- 
porated associations; business 
trust, estate, partnership, 
trust, and two or more persons 
having a joint or common econo- 
mic interest; and state, United 
States and foreign government. 

(11) "Foreign corporati~n~~ 
means a corporation for profit 
incorporated under a law other 
than the law of the Common- 
wealth. 

(12) "Governmental subdivi- 
sion" includes authority, 
county, district, andmunicipal- 
ity. 

(13) ~Includesw denotes a 
partial definition. 

(14) NIndividualw includes 
the estate of an incompetent or 
deceased individual. 

(15) "MeanslI denotes an ex- 
haustive definition. 

(16) "Noticeu is defined in 

section 1.41. 
(17) llPersonll includes 

individual and entity. 
(18) IIPrincipal off ice1' means 

the office (in or out of the 
Commonwealth) so designated in 
the annual report where the 
principal executive offices of 
a domestic or foreign corpora- 
tion are located. 

(19) "Proceedingw includes 
civil suit and criminal, admini- 
strative, and investigator ac- 
tion. 

(20) IIRecord daten means the 
date established under chapter 
6 and 7 on which a corporation 
determines the identity of its 
shareholders and their holdings 
for purpose of these Regulation. , 

(21) I1Secretaryw means the 
corporate officer to whom the 
board of director has delegated 
responsibility under section 
8.40(c) for custody of the 
minutes of the board of direc- 
tors and of the shareholders and 
for authenticating records of 
the corporation. 

(22) llShareM means the unit 
into which the proprietary in- 
terest in a corporation are 
divided. 

(2 3) llShareholderw means the 
person in whose name shares are 
registered in the records of a 
corporation or the beneficial 
owner of shares to the extent 
of the rights granted by a nomi- 
nee certificate on file with a 
corporation. 

(24) "Statem when referring 
to a part of the United States 
includes a state, commonwealth, 
territory and insular possession 
(and their agencies and govern- 
mental subdivisions) of the 
United States. 

(25) wSubscriberw means a 
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person who subscribes for the 
shares in a corporation, whether 
before of after incorporation. 

(26) ''United Statesw includes 
district, authority, commission, 
department and any other agency 
of the United States. 

(27) 'Voting group1' means all 
shares of one or more classes 
or series that under the 
articles of incorporation or 
these Regulation are entitled 
to vote and be counted together 
collectively on a matter at a 
meeting of shareholders. All 
shares entitled by the articles 
of incorporation or these Regul- 
ations to vote generally on the 
matter are for that purpose a 
single voting group. 

1.41. Notice. 

(a) Notice under these Regula- 
tion must be in writing unless 
oral notice is reasonable under 
the circumstances. 

(b) Notice may be communicated; 
by telephone, telegraph, telety- 
pe, or other form of wire or 
wireless communication; or by 
mail or private carrier. If 
these forms of personal notice 
are impractical, notice may be 
communicated by a newspaper of 
general circulation in the area 
where published; or by radio, 
television, or other form of 
publicbroadcast communication. 

(c) Written notice by a domestic 
or foreign corporation to its 
shareholders, if in a comprehen- 
sible form, is effective when 
mailed, if mailed postage paid 
and correctly addressed to the 
shareholder's address shown in 
the corporation's current record 

of shareholders. 

(d) Written notice to a domestic 
or foreign corporation authoriz- 
ed to transact business in the 
Commonwealth may be addressed 
to its registered agent at its 
registered office or to the 
corporation or its secretary at 
its principal office shown in 
the most recent annual report 
or, in the case of a foreign 
corporation that has not yet 
delivered an annual report, in 
its application for a certifi- 
cate of authority. 

(e) Except as provided in sub- 
section (c), written notice, if 
in a comprehensible form, is 
effective at the earliest of 
the following: 

(1) when received; 
(2) five days after its 

deposit in the United States 
Mail, as evidenced by the post- 
mark, if mailed postage paid 
and correctly addressed; 

(3) on the date shown on the 
return receipt, if sent by regi- 
stered or certified mail, return 
receipt requested, and if the 
receipt is signed by or on be- 
half of the addressee. 

(f) Oral notice is effective 
when communicated if communi- 
cated in a comprehensible man- 
ner. 

(g) If these Regulations 
prescribe notice requirements 
for particular circumstances, 
those requirements govern. If 
articles of incorporation or 
bylaws prescribe notice require- 
ments, not inconsistent with 
this section or other provisions 
of these Regulations, those 
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requirements govern. 

1.42. Number of Shareholders. 

(a) For purposes of these Regu- 
lationsthe following identified 
as a shareholders in the corpo- 
ration's current record of 
shareholders constitutes one 
shareholder: 

(1) three or fewer co-owners; 
(2) a corporation, partner- 

ship, trust, estate, or other 
entity; 

(3) the trustees, guardians, 
custodians, or other fiduciaries 
of a single trust, estate, or 
account. 

(b) For purposes of these 
Regulations, shareholders regis- 
tered in substantially similar 
names constitute one shareholder 
if it is reasonable to believe 
that the name represents the 
same person. 

CHAPTER 2. INCORPORATION 

2.01. Incorporators. 

One or more persons may act as 
the incorporator or incorpo- 
rators of a corporation by de- 
livering articles of incorpora- 
tion to the Registrar of Corpo- 
rations for filing. 

2.02. Articles of Incorporation. 

(a) The articles of incorpora- 
tion must set forth: 

(1) a corporate name for the 
corporation that satisfies the 
requirements of section 4.01; 

(2) the number of shares that 
the corporation is authorized 
to issue; 

(3) the address of the cor 

poration's initial registered 
off ice and the name of the ini- 
tial registered agent at that 
office; and 

(4) the name and address of 
each incorporator. 

(b) The articles of incorpora- 
tion may set forth: 

(1) the names and addresses 
of the individuals who are to 
serve as the initial directors; 

(2) provisions not inconsis- 
tent with law regarding: 

(i) the purpose or pur- 
poses for which the corporation 
is organized; 

(ii) managing the business 
and regulating the affairs of 
the corporation; 

(iii) defining, limiting, 
and regulating the powers of 
the corporation, its board of 
directors, and shareholders; 

(iv) a par value for 
authorized shares or classes 
of shares; 

(v) the imposition of 
personal liability on share- 
holders for the debts of the 
corporation to a specific extent 
and upon specific conditions; 
and 

(3) any provision that under 
these Regulations are required 
or permitted to be set forth in 
the bylaws. 

(c) The articles of incorpora- 
tion need not set forth any of 
the corporate powers enumerated 
in these Regulations. 

2.03. Incorporation. 

(a) Unless a delayed effective 
date is specified, the corporate 
existence begins when the ar- 
ticles of incorporation are 
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filed. directors who shall complete the 
organization of the corporation. 

(b) The Registrar of Corpora- 
tion's filing of the articles 
of incorporation is conclusive 
proof that the incorporators 
satisfied all conditions prece- 
dent to incorporation except in 
a proceeding by the Commonwealth 
to cancel or revoke the incor- 
poration or involuntary dissolve 
the corporation. 

2.04. Liability for Preincor- 
poration Transactions. 

All persons purporting to act 
as or on behalf of a corpora- 
tion, knowing there was no in- 
corporation under these Regula- 
tions, are jointly and severally 
liable for all liabilities 
created while so acting. 

2.05. organization of Corpora- 
tion. 

(a) After incorporation: 
(1) if initial directors are 

named in the articles of incor- 
poration, the initial directors 
shall hold an organizational 
meeting, at the call of a major- 
ity of the directors, to com- 
plete the organization of the 
corporation by appointing of- 
ficers, adopting bylaws, and 
carrying on any other business 
brought before the meeting; 

(2) if initial directors are 
not named in the articles, the 
incorporator or incorporators 
shall hold an organizational 
meeting at the call of the majo- 
rity of the incorporators: 

(i) to elect directors 
and complete the organization 
of the corporation; or 

(ii) to elect a board of 

(b) Action required or permitted 
by these Regulation to be taken 
by the incorporators at an or- 
ganizational meeting may be 
taken without a meeting if the 
action taken is evidenced by one 
or more written consents descri- 
bing the action taken and signed 
by each incorporator. 

(c) An organizational meeting 
may be held in or out of the 
Commonwealth. 

2.06. Bylaws. 

(a) The incorporators or board 
of directors of a corporation 
shall adopt initial bylaws for 
the corporation. 

(b) The bylaws of a corporation 
may contain any provisions for 
managing the business and regul- 
ating the affairs of the cor- 
poration that is not inconsis- 
tent with law or the articles 
of incorporation. 

2.07. Emergency Bylaws. 

(a) Unless the articles of in- 
corporation provide otherwise, 
the board of directors of a 
corporation may adopt bylaws to 
be effective only in an emergen- 
cy defined in subsection (d) . 
The emergency bylaws, which are 
subject to amendment or repeal 
by the shareholders, may make 
all provisions necessary for 
managingthe corporation during 
the emergency, including: 

(1) procedures for calling 
a meeting of the board of direc- 
tors; 
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(2) quorum requirements for 
the meeting; 

(3 ) designation of additional 
or substitute directors. 

(b) All provisions of the 
regular bylaws consistent with 
the emergency bylaws remain 
effective during the emergency. 
The emergency bylaws are not 
effective after the emergency 
ends. 

(c) Corporate action taken in 
good faith in accordance with 
the emergency bylaws: 

(1) binds the corporation; 
and 

(2) may not be used to impose 
liability on a corporate direc- 
tor, officer, employee, or 
agent. 

(d) An emergency exists for 
purpose of this section if a 
quorum of the corporations dire- 
ctors cannot readily assembled 
because of some catastrophic 
event. 

CHAPTER 3 .  PURPOSE AND POWERS 

(a) Every corporation incorpora- 
ted under these Regulation has 
the purpose of engaging in any 
lawful business unless a more 
limited purpose is set forth in 
the articles of incorporation. 

(b) A corporation engaging in 
a business that is subject to 
regulation under another statute 
of the Commonwealth may incor- 
porate under these Regulations 
only if permitted by and subject 
to all limitations of the other 
statute. 

3 .02 .  General Powers. 

Unless the articles of incor- 
poration provide otherwise, 
every corporation has perpetual 
duration and succession in its 
corporate name and has the same 
powers as an individual to do 
all things necessary or conven- 
ient to carry out its business 
and affairs, including without 
limitation power: 

(1) to sue and be sued, com- 
plain and defend in its 
corporate name; 

(2) to have a corporate seal, 
which may be altered at will, 
and to use it or a facsimile of 
it, by impressing or a£ f ixing 
it or in any other manner repro- 
ducing it; 

(3) to make and amend bylaws, 
not inconsistent with its ar- 
ticles of incorporation or with 
the laws of the CNMI, for manag- 
ing the business and regulating 
the affairs of the corporation; 

(4) to purchase, receive, 
lease, or otherwise acquire, and 
own, hold, improve, use, and 
otherwise deal with, real or 
personal property, or any legal 
or equitable interest in proper- 
ty, wherever located, except as 
restricted by Article XI1 of the 
Constitution of the Northern 
Mariana Islands; 

(5) to sell, convey, mort- 
gage, pledge, lease, exchange, 
and otherwise dispose of all or 
any part of its property; 

(6) to purchase, receive, 
subscribe for, or otherwise 
acquire; own, hold, vote, use, 
sell, mortgage, lend, pledge, 
or otherwise dispose of; and 
deal in and with shares or other 
interest in, or obligations of, 
any other entity; 
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(7) to make contract and 
guarantees, incur liabilities, 
borrow money, issue its notes, 
bonds, and other obligations 
(which may be convertible into 
or include the option to pur- 
chase other securities of the 
corporation), and secure any of 
its obligations by mortgage or 
pledge of any of its property, 
franchises, or income; 

(8) to lend money, invest and 
reinvest its funds, and receive 
and hold real and personal 
property as security for repay- 
ment except as restricted by 
Article XI1 of the Constitution 
of The Northern Mariana Islands ; 

(9) to be a promoter, partner 
member associate, or manager of 
any partnership, joint venture, 
trust, or other entity; 

(10) to conduct its business, 
locate off ices, and exercise the 
powers granted by these Regula- 
tions within or without the 
Commonwealth; 

(11) to elect directors and 
appoint officers, employees, and 
agents of the corporation, 
define their duties, fix their 
compensation, and lend them 
money and credit; 

(12) to pay pensions and es- 
tablish pension plans, pension 
trusts, profit sharing plans, 
share bonus plans, share option 
plans, and benefit or incentive 
plans for any or all of its 
current or former directors, 
officers, employees, and agents; 

(13) to make donations for 
the public welfare or for 
charitable, scientific, or 
educational purposes; 

(14) to transact any lawful 
business that will aid govern- 
mental policy; 

(15) to make payments or 

donations, or do any other act, 
not inconsistent with law, that 
furthers the business and af- 
fairs of the corporation. 

3.03. Emergency Powers. 

(a) In anticipation of or during 
an emergency defined in subsec- 
tion (d) , the board of directors 
of corporation may: 

(1) modify lines of succes- 
sion to accommodate the incapac- 
ity of any director, officer, 
employee, or agent; and 

(2) relocate the principal 
office, designate alternative 
principal offices or regional 
offices, or authorize the of- 
ficers to do so. 

(b) During an emergency defined 
in subsection (d) , unless emer- 
gency bylaws provide otherwise: 

(1) notice of a meeting of 
the board of directors need be 
given only to those directors 
whom it is practicable to reach 
and may be given in any prac- 
ticable manner, including by 
publication and radio; and 

(2) one or more officers of 
the corporation present at a 
meeting of the board of direc- 
tors may be deemed to be direc- 
tors for the meeting, in order 
of rank and within the same rank 
in order of seniority, as neces- 
sary to achieve a quorum. 

(c) Corporate action taken in 
good faith during an emergency 
under this section to further 
the ordinary business affairs 
of the corporation: 

(1) binds the corporation; 
and 

(2) may not be used to impose 
liability on a corporate direc- 
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tor, officer, employee, or 
agent. 

(d) An emergency exists for 
purposes of this section if a 
quorum of the corporation's 
directors cannot readily be 
assembled because of some catas- 
trophic event. 

3 . 0 4 .  U l t r a  Vires. 

(a) Except as provided in sub- 
section (b), the validity of 
corporate action may not be 
challenged on the ground that 
the corporation lacks or lacked 
power to act. 

(b) A corporation's power to act 
may be challenged: 

(1) in a proceeding by a 
shareholder against the corpora- 
tion to enjoin the act; 

(2) in a proceeding by the 
corporation, directly, deriva- 
tively, or through a receiver, 
trustee, or other legal repre- 
sentative, against an incumbent 
or former director, officer, 
employee, or agent of the corpo- 
ration; or 

(3) in a proceeding by the 
Attorney General under section 
14.30. 

(c) In a shareholder's proceed- 
ing under subsection (b) (1) to 
enjoin an unauthorized corporate 
act, the court may enjoin or set 
aside the act, if equitable and 
if all affected persons are 
parties to the proceeding, and 
may award damages for loss 
(other than anticipated prof its) 
suffered by the corporation or 
another party because of enjoin- 
ing the unauthorized act. 

CHAPTER 4 .  NAME 

4 . 0 1 .  C o r p o r a t e  Name. 

(a) A corporate name: 
(1) must contain the word 

"corp~ration,~ wincorporated,m 
"company, 'I or "limited, or the 
abbreviation "corp. , 11 IIinc., II 
u ~ ~ . , "  or "ltd. ," or words or 
abbreviations of like import in 
another language; and 

(2) may not contain language 
stating or implying that the 
corporation is organized for a 
purpose other than that 
permitted by section 3.01 and 
its articles of incorporation. 

(b) Except as authorized by 
subsections (c) and (d), a cor- 
porate name must be distinguish- 
able upon the records of the 
Registrar of Corporations from: 

(1) the corporate name of a 
corporation incorporated or 
authorizedtotransactbusiness 
in the Commonwealth; 

(2) a corporate name reserved 
or registered under section 4.02 
or 4.03; 

(3) the fictitious name 
adopted by a foreign corporation 
authorizedtotransactbusiness 
in the Commonwealth because its 
real name is unavailable; and 

(4) the corporate name of a 
not-for-profit corporation in- 
corporated or authorized to 
transact business in the Comrnon- 
wealth. 

(c) A corporation may apply to 
the Registrar of Corporations 
for authorization to use a name 
that is not distinguishable upon 
his records from one or more of 
the names described in subsec- 
tion (b) . The Registrar of Cor- 
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porations shall authorize use 
of the name applied for if: 

(1) the other corporation 
consents to the use in writing 
and submits an undertaking in 
form satisfactory to the Regis- 
trar of Corporations to change 
its name to a name that is dis- 
tinguishable upon the records 
of the Registrar of Corporations 
from the name of the applying 
corporation; or 

(2) the applicant delivers 
to the Registrar of Corporations 
a certified copy of the final 
judgment of a court of competent 
jurisdiction establishing the 
applicant's right to use the 
name applied for in the Common- 
wealth. 

(d) A corporation may use the 
name (including the fictitious 
name) of an other domestic or 
foreign corporation is use in 
the Commonwealth if the other 
corporation is incorporated or 
authorizedtotransactbusiness 
in the Commonwealth and the 
proposed user corporation: 

(1) has merged with the other 
corporation; 

(2) has been formed by reor- 
ganization of the other corpora- 
tion; or 

(3) has acquired all or sub- 
stantially all of the assets, 
including the corporate name, 
of the other corporation. 

(e) These Regulations do not 
control the use of fictitious 
names. 

4.02. Reserved Name. 

(a) A person may reserve the 
exclusive use of a corporate 
name, including a fictitious 

name for a foreign corporation 
whose corporate name is not 
available, by delivering an 
application to the Registrar of 
Corporations for filing. The 
application must set forth the 
name and address of the appli- 
cant and the name proposed to 
be reserved. If the Registrar 
of Corporations finds that the 
corporate name applied for is 
available, he or she shall 
reserve the name for the appli- 
cant's exclusive use for a non- 
renewable 120-day period. 

(b) The owner of a reserved 
corporate name may transfer the 
reservation to another person 
by delivering to the Registrar 
of Corporations a signed notice 
of the transfer that states the 
name and address of the trans- 
feree. 

4.03. Registered Name. 

(a) A foreign corporation may 
register its corporate name, or 
its corporate name with any 
addition required by section 
15.06, if the name is distin- 
guishable upon the records of 
the Registrar of Corporations 
from the corporate names that 
are not available under section 
4.01 (b) (3). 

(b) A foreign corporation regis- 
ters its corporate name, or its 
corporate name with any addition 
required by section 15.06, by 
delivering to the Registrar of 
Corporations for filing an ap- 
plication: 

(1) setting forth its 
corporate name, or its corporate 
name with any addition required 
by section 15.06, the state or 
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country and date of its incor- 
poration, and a brief descrip- 
tion of the nature of the busi- 
ness in which it is engaged; and 

(2) accompanied by a certif i- 
cate of existence (or a document 
of similar import) from the 
state or country of incorpora- 
tion. 

(c) The name is registered for 
the applicant's exclusive use 
upon the effective date of the 
application. 

(d) A foreign corporation whose 
registration is effective may 
renew it for successive years 
by delivering to the Registrar 
of Corporations for filing a 
renewal application, which com- 
plies with the requirements of 
subsection (b) , between October 
1 and December 31 of the preced- 
ing year. The renewal applica- 
tion renews the registration for 
the following calendar year. 

(e) A foreign corporation whose 
registration is effective may 
thereafter qualify as a foreign 
corporation under that name or 
consent in writing to the use 
of that name by a corporation 
thereafter incorporated under 
these Regulation or by another 
foreign corporation thereafter 
authorizedtotransactbusiness 
in the Commonwealth. The regis- 
tration terminates when the 
domestic corporation is incor- 
porated or the foreign corpora- 
tion qualifies or consents to 
the qualification of another 
foreign corporation under the 
registered name. 

CHAPTER 5. OFFICE AND AGENT 

5.01. Registered Office and 
Registered Agent. 

Each corporation must continu- 
ously maintain in the Common- 
wealth: 

(1) a registered off ice that 
may be the same as any of its 
places of business; and 

(2) a registered agent, who 
may be : 

(i) an individual who 
resides in the Commonwealth and 
whose business office is identi- 
cal with the registered office; 

(ii) a domestic corpora- 
tion or not-for-profit domestic 
corporation whose business 
office is identical with the 
registered office; or 

(iii) a foreign corpora- 
tion or not-for-profit foreign 
corporation authorizedtotrans- 
act business in the Commonwealth 
whose business off ice is identi- 
cal with the registered off ice. 

5.02. Change of Registered Of- 
fice or Registered Agent. 

(a) A corporation may change its 
registered office or registered 
agent by delivering to the Regi- 
strar of Corporations for filing 
a statement of change that sets 
forth: 

(1) the name of the corpora- 
tion, 

(2) the mailing address and 
location of its current regis- 
tered office; 

(3) if the current registered 
office is to be changed, the 
mailing address and location of 
the new registered office; 

(4) the name of its current 
registered agent; 
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(5) if the current registered 
agent is to be changed, the name 
of the new registered agent and 
the new agent's written consent 
(either on the statement or 
attached to it) to the appoint- 
ment; and 

(6) that after the change or 
changes are made, the mailing 
addresses and locations of its 
registered off ice and the busi- 
ness off ice of its registered 
agent will be identical. 

(b) If a registered agent chan- 
ges the mailing address or loca- 
tion of his business office, he 
may change the mailing address 
and location of the registered 
off ice of any corporation for 
which he is the registered agent 
by notifying the corporation in 
writing of the change and sign- 
ing (either manually or in fac- 
simile) and delivering to the 
Registrar of Corporations for 
filing a statement that complies 
with the requirements of subsec- 
tion (a) and recites that the 
corporation has been notified 
of the change. 

5.03. Resignation of Registered 
Agent. 

(a) A registered agent may 
resign his agency appointment 
by signing and delivering to the 
Registrar of Corporations for 
filing the signed original and 
two exact or conformed copies 
of a statement of resignation. 
The statement may include a 
statement that the registered 
office is also discontinued. 

(b) After filing the statement 
the Registrar of Corporations 
shall mail one copy to the regi- 

stered office (if not discon- 
tinued) and the other copy to 
the corporation at its principal 
off ice. 

(c) The agency appointment is 
terminated, and the registered 
office discontinued if so 
provided, on the 31st day after 
the date on which the statement 
was filed. 

5.04. service on Corporation. 

(a) A corporation's registered 
agent is the corporation's agent 
for service of process, notice, 
or demand required or permitted 
by law to be served on the 
corporation. 

(b) If a corporation has no 
registered agent, or the agent 
cannot with reasonable diligence 
be served, the corporation may 
be served by registered or cer- 
tified mail, return receipt 
requested, addressed to the 
secretary of the corporation at 
its principal office. Service 
is perfected under this subsec- 
tion at the earliest of: 

(1) the date the corporation 
receives the mail; 

(2) the date shown on the 
return receipt, if signed on 
behalf of the corporation; or 

(3) five days after its 
deposit in the United States 
Mail as evidenced by the post- 
mark, if mailed postpaid and 
correctly addressed. 

(c) This section does not 
prescribe the only means, or 
necessarilythe requiredmeans, 
of serving a corporation. 
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CHAPTER 6. SHARES AND DISTRIBU- 
TIONS 

Subchapter A. Shares. 

6.01. Authorized Shares. 

(a) The articles of incorpora- 
tion must prescribe the classes 
of shares and the number of 
shares of each class that the 
corporation is authorized to 
issue. If more than one class 
of shares is authorized, the 
articles of incorporation must 
prescribe a distinguishing 
designation for each class, and 
prior to the issuance of shares 
of a class the preferences, 
limitations, and relative rights 
of that class must be described 
in the articles of incorpora- 
tion. All shares of a class must 
have preferences, limitations, 
and relative rights identical 
with those of other shares of 
the same class except to the 
extent otherwise permitted by 
section 6.02. 

(b) The articles of incorpora- 
tion must authorize (1) one or 
more classes of shares that 
together have unlimited voting 
rights, and (2) one or more 
classes of shares (which may be 
the same class or classes as 
those with voting rights) that 
together are entitled to receive 
the net assets of the corpora- 
tion upon dissolution. 

(c) The articles of incorpora- 
tion may authorize one or more 
classes of shares that: 

(1) have special, condi- 
tional, or limited voting 
rights, or no right to vote, 
except to the extent prohibited 

by these Regulations; 
(2) are redeemable or conver- 

tible as specified in the ar- 
ticles of incorporation (i) at 
the option of the corporation, 
the shareholder, or another 
person or upon the occurrence 
of a designated event; (ii) for 
cash, indebtedness, securities, 
or other property; (iii) in a 
designated amount or in an 
amount determined in accordance 
with a designated formula or by 
reference to extrinsic data or 
events ; 

(3) entitle the holders to 
distributions calculated in any 
manner, including dividends that 
may be cumulative, noncumula- 
tive, or partially cumulative; 

(4) have preference over any 
other class of shares with 
respect to distributions, in- 
cluding dividends and distribu- 
tions upon the dissolution of 
the corporation. 

(d) The description of the 
designations, preferences, limi- 
tations, and relative rights of 
share classes in subsection (c) 
is not exhaustive. 

6.02. Terms of Class or Series 
Determined by Board of Direc- 
tors. 

(a) If the articles of incor- 
poration so provide, the board 
of directors may determine, in 
whole or part, the preferences, 
limitations, and relative rights 
(within the limits set forth in 
section 6.01) of (1) any class 
of shares before the issuance 
of any shares of that class or 
(2) one or more series within 
a class before the issuance of 
any shares of that series. 
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(b) Each series of a class must 
be given a distinguishing desig- 
nation. 

(c) All shares of a series must 
have preferences, limitations, 
and relative rights identical 
with those of other shares of 
the same series and, except to 
the extent otherwise provided 
in the description of the 
series, with those of other 
series of the same class. 

(d) Before issuing any shares 
of a class or series created 
under this section, the corpora- 
tion must deliver to the 
Registrar of Corporations for 
filing articles of amendment, 
which are effective without 
shareholder action, that set 
forth: 

(1) the name of the corpora- 
t ion ; 

(2) the text of the amendment 
determining the terms of the 
class or series of shares; 

(3) the date it was adopted; 
and 

(4) a statement that the 
amendment was duly adopted by 
the board of directors. 

6.03. Issued and Outstanding 
Shares. 

(a) A corporation may issue the 
number of shares of each class 
or series authorized by the 
articles of incorporation. 
Shares that are issued are out- 
standing shares until they are 
reacquired, redeemed, converted, 
or cancelled. 

(b) The reacquisition, redemp- 
tion, or conversion of outstand- 
ing shares is subject to the 

limitations of subsection (c) 
of this section and to section 
6.40. 

(c) At all times that shares of 
the corporation are outstanding, 
one or more shares that together 
have unlimited voting rights and 
one or more shares that together 
are entitled to receive the net 
assets of the corporation upon 
dissolutionmust be outstanding. 

6.04. Fractional Shares. 

(a) A corporation may: 
(1) issue fractions of a 

share or pay in money the value 
of fractions of a share; 

(2) arrange for disposition 
of fractional shares by the 
shareholders; 

(3) issue scrip in registered 
or bearer form entitling the 
holder to receive a full share 
upon surrendering enough scrip 
to equal a full share. 

(b) Each certificate represent- 
ing scrip must be conspicuously 
labeled "scrip1' and must contain 
the information required by 
section 6.25 (b) . 
(c) The holder of a fractional 
share is entitled to exercise 
the rights of a shareholder, 
including the right to vote, to 
receive dividends, and to par- 
ticipate in the assets of the 
corporation upon liquidation. 
The holder of scrip is not en- 
titled to any of these rights 
unless the scrip provides for 
them. 

(d) The board of directors may 
authorize the issuance of scrip 
subject to any condition con 
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sidered desirable, including: 
(1) that the scrip will 

becomevoid if not exchanged for 
full shares before a specified 
date; and 

(2) that the shares for which 
the scrip is exchangeable may 
be sold and the proceeds paid 
to the scribeholders. 

Subchapter B. Issuance of 
Shares. 

6.20. Subscription for Shares 
Before Incorporation. 

(a) A subscription for shares 
entered into before incorpora- 
tion is irrevocable for six 
months unless the subscription 
agreement provides a longer or 
shorter period or all the sub- 
scribers agree to revocation. 

(b) The board of directors may 
determine the payment terms of 
subscriptions for shares that 
were entered into before incor- 
poration, unless the subscrip- 
tion agreement specifies them. 
A call for payment by the board 
of directors must be uniform so 
far as practicable as to all 
shares of the same class or 
series, unless the subscription 
agreement specifies otherwise. 

(c) Shares issued pursuant to 
subscriptions entered into 
before incorporation are fully 
paid and nonassessable when the 
corporation receives the con- 
sideration specified in the 
subscription agreement. 

(d) If a subscriber defaults in 
payment of money or property 
under a subscription agreement 
entered into before incorpora 

tion, the corporation may col- 
lect the amount owed as any 
other debt. Alternatively, un- 
less the subscription agreement 
provides otherwise, the corpora- 
tion may rescind the agreement 
and may sell the shares if the 
debt remains unpaid more than 
20 days after the corporation 
sends written demand for pay- 
ments to the subscriber. 

(e) A subscription agreement 
entered into after incorporation 
is a contract between the sub- 
scriber and the corporation 
subject to section 6.21. 

6.21. Issuance of Shares. 

(a) The powers granted in this 
section to the board of direc- 
tors may be reserved to the 
shareholders by the articles of 
incorporation. 

(b) The board of directors may 
authorize shares to be issued 
for consideration consisting of 
any tangible or intangible 
property or benefit to the cor- 
poration, including cash, 
promissory notes, services per- 
formed, contracts for services 
to be performed, or other 
securities of the corporation. 

(c) Before the corporation is- 
sues shares, the board of direc- 
tors must determine that the 
consideration received or to be 
received for shares to be issued 
is adequate. That determination 
by the board of directors is 
conclusive insofar as the ade- 
quacy of consideration for the 
issuance of shares relates to 
whether the shares are validly 
issued, fully paid, and non 
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assessable. 

(d) When the corporation 
receives the consideration for 
which the board of directors 
authorized the issuance of 
shares, the shares issued there- 
for are fully paid and nonasses- 
sable. 

(e) The corporation may place 
in escrow shares issued for a 
contract for future services or 
benefits or a promissory note, 
or make other arrangements to 
restrict the transfer of the 
shares, and may credit distribu- 
tions in respect of the shares 
against their purchase price, 
until the services are perform- 
ed, the note is paid, or the 
benefits received. If the ser- 
vices are not performed, the 
note is not paid, or the bene- 
fits are not received, the 
shares escrowed or restricted 
and the distributions credited 
may be cancelled in whole or 
part. 

6.22. Liability of Shareholders. 

(a) A purchaser from a corpora- 
tion of its own shares in not 
liable to the corporation or its 
creditors with respect to the 
shares except to pay the con- 
sideration for which the shares 
were authorized to be issued 
(section 6.21) or specified in 
the subscription agreement 
(section 6.20) . 
(b) Unless otherwise provided 
in the articles of incorpora- 
tion, a shareholder of a cor- 
poration is not personally li- 
able for the acts or debts of 
the corporation except that he 

may become personally liable by 
reason of his own acts or con- 
duct. 

6.23. Share Dividends. 

(a) Unless the articles of in- 
corporation provide otherwise, 
shares may be issued pro rata 
and without consideration to the 
corporation's shareholders or 
to the shareholders of one or 
more classes or series. An is- 
suance of shares under this 
subsection is a share dividend. 

(b) Shares of one class or 
series may not be issued as a 
share dividend in respect of 
shares of another class or 
series unless (1) the articles 
of incorporation so authorize, 
(2) a majority of the votes 
entitled to be cast by the class 
or series to be issued approve 
the issue, or (3) there are no 
outstanding shares of the class 
or series to be issued. 

(c) If the board of directors 
does not fix the record date for 
determining shareholders 
entitled to a share dividend, 
it is the date the board of 
directors authorizes the share 
dividend, it is the date the 
board of directors authorizes 
the share dividend. 

6.24. Share Options. 

A corporation may issue rights, 
options, or warrants for the 
purchase of shares of the cor- 
poration. The board of directors 
shall determine the terms upon 
which the rights, options, or 
warrants are issued, their form 
and content, and the considera- 
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tion for which the shares are 
to issued. 

6.25. Form and Content of Cer- 
tif icates. 

(a) Shares may but need not be 
represented by certificates. 
Unless these Regulations or 
another statute expressly provi- 
des other wise, the rights and 
obligations of shareholders are 
identical whether or not their 
shares are represented by cer- 
tificates. 

(b) At a minimum each share 
certificate must state on its 
face : 

(1) the name of the issuing 
corporation and that it is or- 
ganized under the law of the 
Commonwealth; 

(2) the name of the person 
to whom issued; and 

(3) the number and class of 
shares and the designation of 
the series, if any, the certif i- 
cate represents. 

(c) If the issuing corporation 
is authorized to issue different 
classes of shares or different 
series within a class, the desi- 
gnations, relative rights, pref- 
erences, and limitations appli- 
cable to each class and the 
variations in rights, preferen- 
ces, and limitations determined 
for each series (and the author- 
ity of the board of directors 
to determine variations for 
future series) must be summa- 
rized on the front or back of 
eachcertificate. Alternatively, 
each certificate may state cons- 
picuously on its front or back 
that the corporation will fur- 
nish the shareholder this infor- 

mation on request in writing and 
without charge. 

(d) Each share certificate (1) 
must be signed (either manually 
or in facsimile) by two officers 
designated in the bylaws or by 
the board if directors and (2) 
may bear the corporate seal or 
its facsimile. 

(e) If the person who signed 
(either manually or in facsi- 
mile) a share certificate no 
longer holds office when the 
certificate is issued, the cer- 
tificate is nevertheless valid. 

6.26. Shares Without Certifi- 
cates. 

(a) Unless the articles of in- 
corporation or bylaws provide 
otherwise, the board of direc- 
tors of a corporation may 
authorize the issue of some or 
all of the shares of any or all 
of its classes or series without 
certificates. The authorization 
does not affect shares already 
represented by certificates 
until they are surrendered to 
the corporation. 

(b) Within a reasonable time 
after the issue or transfer of 
shareswithoutcertificates, the 
corporation shall send the 
shareholder a written statement 
of the information required on 
certificates by section 6.25 (b) 
and (c) , and, if applicable, 
section 6.27 

6.27. Restriction on Transfer 
of Shares and Other Securities. 

(a) The articles of incorpora- 
tion, bylaws, an agreement among 
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shareholders, or an agreement 
between shareholders and the 
corporation may impose restric- 
tions on the transfer or 
registration of transfer of 
shares of the corporation. A 
restriction does not affect 
shares issued before the 
restriction was adopted unless 
the holders of the shares are 
parties to the restriction 
agreement or voted in favor of 
the restriction. 

(b) A restriction on the trans- 
fer or registration of transfer 
of shares is valid and enforce- 
able against the holder or a 
transferee of the holder if the 
restriction is authorized by 
this section and its existence 
is noted conspicuously on the 
front or back ofthe certificate 
or is contained in the informa- 
tion statement required by sec- 
tion 6.26 (b) . Unless so noted, 
a restriction is not enforceable 
against a person without knowl- 
edge of the restriction. 

(c) A restriction on the trans- 
fer or registration of transfer 
of shares is authorized: 

(1) to maintain the corpora- 
tion's status when it is depen- 
dent on the number or identity 
of its shareholders; 

(2) to preserve exemptions 
under federal, state or Common- 
wealth securities law; 

(3) for any other reasonable 
purpose. 

(d) A restriction on the trans- 
fer or registration of transfer 
of shares may: 

(1) obligate the shareholder 
first to offer the corporation 
or other persons (separately, 

consecutively, or simultane- 
ously) an opportunity to acquire 
the restricted shares; 

(2) obligate the corporation 
or other persons (separately, 
consecutively, or simultaneous- 
ly) to acquire the restricted 
shares ; 

(3) require the corporation, 
the holders of any class of its 
shares, or another person to 
approve the transfer of the 
restricted shares, if the re- 
quirement is not manifestly 
unreasonable. 

(4) prohibit the transfer of 
the restricted shares to desig- 
nated persons or classes of 
persons, if the prohibition is 
not manifestly unreasonable. 

(e) For purposes of this sec- 
tion, "sharesw includes a secur- 
ity convertible into or carrying 
a right to subscribe for or 
acquire shares. 

6.28 Expense of Issue. 

A corporation may pay the expen- 
ses of selling or underwriting 
its shares, and of organizing 
or reorganizing the corporation, 
fromthe consideration received 
for shares. 

Subchapter C. Subsequent Ac- 
quisition of Shares by Share- 
holders and corporation. 

6.30. Shareholder's Preemptive 
Rights. 

(a) The shareholders of a cor- 
poration do not have a preemp- 
tive right to acquire the corpo- 
ration's unissued shares except 
to the extent the articles of 
incorporation so provide. 
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(b) A statement included in the 
articles of incorporation that 
"the corporation elects to have 
preemptive rights1' (or words of 
similar import) means that the 
following principles apply ex- 
cept to the extent the articles 
of incorporation expresslyprov- 
ide otherwise: 

(1) The shareholders of the 
corporation have a preemptive 
right, granted on uniform terms 
and conditions prescribed by the 
board of directors, to provide 
a fair and reasonable opportu- 
nity to exercise the right, the 
acquire proportional amounts of 
the corporationls unissued 
shares upon the decision of the 
board of directors to issue 
them. 

(2) A shareholder may waive 
his preemptive right. A waiver 
evidenced by a writing is ir- 
revocable even though it is not 
supported by consideration. 

(3) There is no preemptive 
right with respect to: 

(i) shares issued as 
compensation to directors, 
officers, agents, or employees 
of the corporation, its subsidi- 
aries or affiliates; 

(ii) shares issued to 
satisfy conversion or option 
rights created to provide com- 
pensation to directors, 
officers, agents, or employees 
of the corporation, its subsidi- 
aries or affiliates; 

(iii) shares authorized 
in articles of incorporation 
that are issued within six 
months from the effective date 
of incorporation; 

(iv) shares sold otherwise 
than for money. 

(4) Holders of shares of any 
class without general voting 

rights but with preferential 
rights to distributions or as- 
sets have no preemptive rights 
with respect to shares of any 
class. 

(5) Holders of shares of any 
class with general voting rights 
but without preferential rights 
to distributions or assets have 
no preemptive rights with res- 
pect to shares of any class with 
preferential rights to distribu- 
tions or assets unless the 
shares with preferential rights 
are convertible into or carry 
a right to subscribe for or 
acquire shareswithoutpreferen- 
tial rights. 

(6) Shares subject to preemp- 
tive rights that are not 
acquired by shareholders may be 
issued to any person for a 
period of one year after being 
offered to shareholders at a 
consideration set by the board 
of directors that is not lower 
than the consideration set for 
the exercise of preemptive 
rights. An offer at a lower 
consideration or after the ex- 
piration of one year is subject 
to the shareholder's preemptive 
rights. 

(c) For purposes of this sec- 
tion, "shares1' includes a secur- 
ity convertible into or carrying 
a right to subscribe for or 
acquire shares. 

6.31. Corporation~sAcquisition 
of its Own Shares. 

(a) A corporation may acquire 
its own shares and shares so 
acquired constitute authorized 
but unissued shares. 

(b) If the articles of incor- 
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poration prohibit the reissue 
of acquired shares, the number 
of authorized shares is reduced 
by the number of shares 
acquired, effective upon amend- 
ment of the articles of incor- 
poration. 

(c) The board of directors may 
adopt of an amendment under this 
section without shareholder 
action, and deliver it to the 
Registrar of Corporations for 
filing. The articles must set 
forth: 

(1) the name of the corpora- 
tion; 

(2) the reduction in the num- 
ber shares, itemized by class 
and series; and 

(3) the total number of 
authorized shares, itemized by 
class and series, remaining 
after reduction of the shares. 

Subchapter D. Distributions. 

6.40. Distributions to Share- 
holders. 

(a) A board of directors may 
authorize and the corporation 
may make distributions to its 
shareholders subject to restric- 
tion by the articles of incor- 
poration and the limitation in 
subsection (c) . 
(b) If the board of directors 
does not fix the record date for 
determining shareholders 
entitled to a distribution 
(other than one involving a 
purchase redemption, or other 
acquisition of the corporationls 
share), it is the date the board 
of directors authorizes the 
distribution. 

(c) No distribution may be made 
if, after giving it effect: 

(1) the corporation would not 
be able to pay its debts as they 
become due in the usual course 
of business; or 

(2) the corporation1 s total 
assets would be less than the 
sum of its total liabilities 
plus (unless the articles of 
incorporationpermit otherwise) 
the amount that would be needed, 
if the corporation were to be 
dissolved at time of the dis- 
tribution, to satisfy the 
preferential rights upon disso- 
lution of shareholders whose 
preferential rights are superior 
to those receiving the distribu- 
tion. 

(d) The board of directors may 
base a determination that a 
distribution is not prohibited 
under subsection (c) either on 
financial statements prepared 
on thebasis of accountingprac- 
tices and principles that are 
reasonable in the circumstances 
or on a fair valuation or other 
method that is reasonable in the 
circumstances. 

(e) Except as provided in sub- 
section (g) , the effect of a 
distribution under subsection 
(c) is measured: 
(1) in the case of distribu- 

tion by purchase, redemption, 
or other acquisition of the 
corporation's shares, as of the 
earlier of (i) the date money 
or other property is transferred 
or debt incurred by the corpora- 
tion or (ii) the date the share- 
holder ceases to be a share- 
holder with respect to the 
acquired shares; 

(2) in the case of any other 
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distribution of indebtedness, 
as of the date the indebtedness 
is distributed; and 

(3) in all other cases, as of 
(i) the date the distribution 
is authorized if the payment 
occurs within 120 days after the 
date of authorization or (ii) 
the date the payment is made if 
it occurs more than 120 days 
after the date of authorization. 

( f) A corporation s indebtedness 
to a shareholder incurred by 
reason of a distribution made 
in accordance with this section 
is at parity with the corpora- 
tion's indebtedness to its 
general, unsecured creditors 
except to the extent subordinat- 
ed by agreement. 

(g) Indebtedness of a corpora- 
tion, including indebtedness 
issued as a distribution, is not 
considered a liability for pur- 
poses of determination under 
subsection (c) if its terms 
provide that payment of prin- 
cipal and interest are made only 
if and to the extent that pay- 
ment of a distribution to share- 
holders could then be made under 
this section. If the indebted- 
ness is issued as a distribu- 
tion, each payment of principal 
or interest is treated as a 
distribution, the effect of 
which is measured on the date 
the payment is actually made. 

CHAPTER 7. SHAREHOLDERS 

Subchapter A. Meetings. 

7.01. Annual Meeting. 

(a) A corporation shall hold 
annually at a time in or fixed 

in accordance with the bylaws 
a meeting of shareholders. 

(b) Annual shareholders' meet- 
ings may be held in or out of 
the Commonwealth at the place 
stated in or fixed in accordance 
with the bylaws, annual meetings 
shall be held at the corpora- 
tion's principal office. 

(c) The failure to hold an an- 
nual meeting at the time stated 
in or fixed in accordance with 
a corporation with a corpora- 
tion's bylaws does not affect 
the validity of any corporate 
action. 

7.02. Special Meeting. 

(a) A corporation shall hold a 
special meeting of shareholders: 

(1) on call of its board of 
directors or the person or per- 
sons authorized to do so by the 
articles of incorporation or 
bylaws; or 

(2) if the holders of at least 
10 percent of all the votes 
entitled to be cast on any issue 
proposed to be considered at the 
proposed special meeting sign, 
date, and deliver to the cor- 
poration's secretary one or more 
written demands for the meeting 
describing the purpose or pur- 
poses for which it is to be 
held. 

(b) If not otherwise fixed under 
sections 7.03 or 7.07, the 
record date for determining 
shareholders entitled to demand 
a special meeting is the date 
the first shareholder signs the 
demand. 

(c) Special shareholders meet 
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ings may be held in or out of 
the Commonwealth at the place 
stated in or fixed in accordance 
with the bylaws, special meet- 
ings shall be held at the cor- 
poration's principal office. 

(d) Only business within the 
purpose or purposes described 
in the meeting notice required 
by section 7.05 (c) may be con- 
ducted at a special share- 
holders' meeting. 

7.03. Court-Ordered Meeting. 

(a) The Commonwealth Superior 
Court may summarily order a 
meeting to be held: 

(1) on application of any 
shareholder of the corporation 
entitled to participate in an- 
nual meeting if an annual 
meeting was not held within the 
earlier of 6 months after the 
end of the corporation's fiscal 
year or 15 months after its last 
annual meeting; or 

(2) on application of a share- 
holder who signed a demand for 
a special meeting valid under 
section 7.02 if: 

(i) notice of the special 
meeting was not given within 30 
days after the date the demand 
was delivered to the corpora- 
tion's secretary; or 

(ii) the special meeting was 
not held in accordance with the 
notice. 

(b) The court may fix the time 
andplace ofthemeeting, deter- 
mine the shares entitled to 
participate in the meeting, 
specify a record date for deter- 
mining shareholders entitled to 
notice of and to vote at the 
meeting, prescribe the f orm and 

content of the meeting notice, 
fix the quorum required for 
specific matters to be 
considered at the meeting (or 
direct that the votes repre- 
sented at the meeting constitute 
a quorum for action on those 
matters), and enter other orders 
necessary to accomplish the 
purpose orpurposes ofthemeet- 
ing . 
7.04. Action Without Meeting. 

(a) Action required or permitted 
by these Regulations to be taken 
at a shareholders' meeting may 
be taken without a meeting if 
the action is taken by all the 
shareholders entitled to vote 
on the action. The action must 
be evidenced by one or more 
written consents describingthe 
action taken, signed by all the 
shareholders entitled to vote 
on the action, and delivered to 
the corporation for inclusion 
in the minutes or filing with 
the corporate records. 

(b) If not otherwise determined 
under sections 7.03 or 7.07, the 
record date for determining 
shareholders entitled to take 
action without a meeting is the 
date the first shareholder signs 
the consent under subsection 
(a) 

(c) A consent signed under this 
section has the effect of a 
meeting vote and may be 
described as such in any docu- 
ment. 

(d) If these Regulations 
requires that notice of proposed 
action be given to nonvoting 
shareholders and the action is 
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to be taken by unanimous consent 
of the voting shareholders, the 
corporation must give its non- 
voting shareholders written 
notice of the proposed action 
at least 10 days before the 
action is taken. The notice must 
contain or be accompanied by the 
same material that, under these 
Regulations, would have been 
required to be sent to nonvoting 
shareholders in a notice of 
meeting at which the proposed 
action would have been submitted 
to the shareholders for action. 

7.05. Notice of Meeting. 

(a) A corporation shall notify 
shareholders of the date, time, 
and place of each annual and 
special shareholder's meeting 
no fewer than 10 nor more than 
60 days before the meeting date. 
Unless these Regulations or the 
articles of incorporation re- 
quire otherwise, the corporation 
is required to give notice only 
to shareholders entitled to vote 
at the meeting. 

(b) Unless these Regulations or 
the articles of incorporation 
require otherwise, notice of an 
annual meeting need not include 
a description of the purpose or 
purposes for which the meeting 
is called. 

(c) Notice of a special meeting 
must include a description of 
the purpose or purposes for 
which the meeting is called. 

(d) If not otherwise fixed under 
section 7.03 or 7.07, the record 
date for determining share- 
holders entitled to notice of 
and to vote at an annual or 

special shareholders' meeting 
is the day before the first 
notice is delivered to share- 
holders. 

(e) Unless the bylaws require 
otherwise, if an annual or spe- 
cial shareholders' meeting is 
adjourned to a different date, 
time, or place, notice need not 
be given of the new date, time, 
or place if the new date, time, 
or place is announced at the 
meeting before adjournment. If 
a new record date for the ad- 
journed meeting is or must be 
fixed under section 7.07, 
however, notice of the adjourned 
meeting must be given under this 
section to persons who are 
shareholders as of the new 
record date. 

7.06. Waiver of Notice. 

(a) A shareholder may waive any 
notice required by these Regula- 
tions, the articles of incor- 
poration, or bylaws before or 
after the date and time stated 
in the notice. The waiver must 
be in writing, be signed by the 
shareholder entitled to the 
notice, and be delivered to the 
corporation for inclusion in the 
minutes or filing with the cor- 
porate records. 

(b) A shareholder's attendance 
at a meeting: 

(1) waives objection to lack 
of notice or defective notice 
of the meeting, unless the 
shareholder at the beginning of 
the meeting objects to holding 
the meeting or transacting busi- 
ness at the meeting; 

(2) waives objection to con- 
sideration of a particular 
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matter at the meeting that is 

i not within the purpose or pur- 
poses described in the meeting 
notice, unless the shareholder 
objects to considering the 
matter when it is presented. 

7.07. Record Date. 

(a) The bylaws may fix or 
provide the manner of fixing the 
record date for one or more 
voting groups in order to deter- 
mine the shareholders entitled 
to notice of a shareholders1 
meeting, to demand a special 
meeting, to vote, or to take any 
other action. If the bylaws do 
not fix or provide for fixing 
a record date, the board of 
directors of the corporation 
may fix a future date as the 
record date. 

(b) A record date fixed under 
this section may not be more 
than 70 days before the meeting 
or action requiring a determina- 
tion of shareholders. 

(c) A determination of share- 
holders entitled to notice of 
or to vote at a shareholders' 
meeting is effective for any 
adjournment of the meeting un- 
less the board of directors 
fixes a new record date, which 
it must do if the meeting is 
adjourned to a date more than 
120 days after the date fixed 
for the original meeting. 

(d) If a court orders a meeting 
adjourned to a date more than 
120 days after the date fixed 
for the original meeting, it may 
provide that the original record 
date continues in effect or it 
may fix a new record date. 

Subchapter B. Voting 

7.20 ShareholdersI List for 
Meeting. 

(a) After fixing a record date 
for a meeting, a corporation 
shall prepare an alphabetical 
list of the names of all its 
shareholders who are entitled 
to notice of a shareholders1 
meeting. The list must be ar- 
ranged by voting group (and 
within each voting group by 
class or series of shares) and 
show the address of and number 
of shares held by each share- 
holder. 

(b) The shareholders1 list must 
be available for inspection by 
any shareholder, beginning two 
business days after notice of 
the meeting is given for which 
the list was prepared and con- 
tinuing through the meeting, at 
the corporationls principal 
off ice or at a place identified 
in the meeting notice in the 
city where the meeting will be 
held. A shareholder, his agent, 
or attorney is entitled on writ- 
ten demand to inspect and, sub- 
ject to the requirements of 
section 16.02 (c), to copy the 
list, during regular business 
hours and at his expense, during 
the period it is available for 
inspection. 

(c) The corporation shall make 
the shareholders1 list available 
at the meeting, and any share- 
holder, his agent, or attorney 
is entitled to inspect the list 
at any time during the meeting 
or any adjournment . 
(d) If the corporation refuses 
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to allow a shareholder, his 
agent, or attorney to inspect 
the shareholders' list before 
or at the meeting (or copy the 
list as permitted by subsection 
(b), the Commonwealth Superior 
Court on application of the 
shareholder, may summarily order 
the inspection or copying at the 
corporation's expense and may 
postpone the meeting for which 
the list was prepared until the 
inspection or copying is com- 
plete. 

(e) Refusal or failure to pre- 
pare or make available the 
shareholders1 list does not 
affect the validity of action 
taken at the meeting. 

7.21. Voting Entitlement of 
Shares. 

(a) Except as provided in sub- 
section (b) and (c) or unless 
the articles of incorporation 
provide otherwise, each outstan- 
ding share, regardless of class, 
is entitled to one vote on each 
matter voted on at a share- 
holders' meeting. Only shares 
are entitled to vote. 

(b) Absent special circumstan- 
ces, the shares of a corporation 
are not entitled to vote if they 
are owned, directly or indirect- 
ly, by a second corporation, 
domestic or foreign, and the 
first corporation owns, directly 
or indirectly, a majority of the 
shares entitled to vote for 
directors of the second corpora- 
tion. 

(c) Subsection (b) does not 
limit the power of a corporation 
to vote any shares, including 

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

(d) Redeemable shares are not 
entitled to vote after notice 
of redemption is mailed to the 
holders and a sum sufficient to 
redeem the shares has been 
deposited with a bank, trust 
company, or other financial 
institutionunder an irrevocable 
obligation to pay the holders 
the redemption price on 
surrender of the shares. 

7.22. Proxies. 

(a) A shareholder may vote his 
shares in person or by proxy. 

(b) A shareholder may appoint 
a proxy to vote or otherwise act 
for him by signing an appoint- 
ment form, either personally or 
by his attorney-in-fact. 

(c) An appointment of a proxy 
is effective when received by 
the secretary or other officer 
or agent authorized to tabulate 
votes. An appointment is valid 
for 11 months unless a longer 
period is expressly provided in 
the appointment form. 

(d) An appointment of a proxy 
is revocable by the shareholder 
unless the appointment form 
conspicuously states that it is 
irrevocable and the appointment 
is coupled with an interest. 
Appointments coupled with an 
interest include the appointment 
of: 

(1) a pledgee; 
(2) a person who purchased or 

agreed to purchase the shares. 
(3) a creditor of the corpora- 

tion who extended it credit 

COMMONWEALTH REGISTER VOLUME 12 NO. 5 MAY 15, 1990 PAGE 6941 



under terms requiring the ap- 
pointment; 

(4) an employee of the cor- 
poration whose employment con- 
tract requires the appointment; 
or 

(5) a party to a voting agree- 
ment created under section 7.31. 

(e) The death or incapacity of 
the shareholder appointing a 
proxy do not affect the right 
of the corporation to accept the 
proxy's authority unless notice 
of the death or incapacity is 
received by the secretary or 
other officer or agent 
authorized to tabulate votes 
before the proxy exercises his 
authority under the appointment. 

(f) An appointment made irrevoc- 
able under subsection (d) is 
revoked when the interest with 
which it is coupled is extin- 
guished. 

(g) A transferee for value of 
shares subject to an irrevocable 
appointment may revoke the ap- 
pointment if he did not know of 
its existence when he acquired 
the shares and the existence of 
the irrevocable appointment was 
not noted conspicuously on the 
certificate representing the 
shares or on the information 
statement for shares without 
certificates. 

(h) Subject to section 7.24 and 
to any express limitation on 
the proxy's authority appearing 
on the face of the appointment 
form, a corporation is entitled 
to accept the proxy's vote or 
other action as that of the 
shareholder making the appoint- 
ment. 

7 . 2 3  Shares Held by Nominees. 

(a) A corporation may establish 
a procedure by which the benefi- 
cial owner of shares that are 
registered in the name of a 
nominee is recognition may be 
determined in the procedure. 

(b) The procedure may set forth: 
(1) the types of nominees to 

which it applies; 
(2) the rights or privileges 

that the corporation recognizes 
in a beneficial owner; 

(3) the manner in which the 
procedure is selected by the 
nominee ; 

(4) the information that must 
be provided when the procedure 
is selected; 

(5) the period for which sele- 
ction of the procedure is ef fec- 
tive; and 

(6) other aspects of the 
rights and duties created. 

7.24. Corporation~s Acceptance 
of Votes. 

(a) If the name signed on a 
vote, consent, waiver, or proxy 
appointment corresponds to the 
name of a shareholder, the cor- 
poration if acting in good faith 
is entitled to accept the vote, 
consent, waiver, or proxy ap- 
pointment and give it effect as 
the act of the shareholder. 

(b) If the name signed on a 
vote, consent, waiver, or proxy 
appointment do not correspond 
to the name of its shareholder, 
the corporation if acting in 
good faith is nevertheless en- 
titled to accept the vote, con- 
sent, waiver, or proxy appoint- 
ment and give it effect as the 
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act of the shareholder if: 
(1) the shareholder is an 

entity and the name signed pur- 
ports to be that of an officer 
or agent of the entity; 

(2) the name signed purports 
to be that of an administrator, 
executor, guardian, or conser- 
vator representingthe sharehol- 
der and, if the corporation 
requests, evidence of fiduciary 
status acceptable to the cor- 
poration has been presented with 
respect to the vote, consent, 
waiver, or proxy appointment; 

(3) the name signed purports 
to be that of a receiver or 
trustee in bankruptcy of the 
shareholder and, if the corpora- 
tion requests, evidence of this 
status acceptable to the cor- 
poration has been presented with 
respect to the vote, consent, 
waiver, or proxy appointment; 

(4) the name signed purports 
to be that of a pledgee, benef i- 
cia1 owner, or attorney-in-fact 
of the shareholder and, if the 
corporation requests, evidence 
acceptable to the corporation 
of the signatory's authority to 
sign for the shareholder has 
been presented with respect to 
the vote, consent, waiver, or 
proxy appointment; 

(5) two or more persons are 
the shareholder as cotenants or 
fiduciaries and the name signed 
purports to be the name of at 
least one of the coowners and 
the person signing appears to 
be acting on behalf of all the 
coowners. 

(c) The corporation is entitled 
to reject a vote, consent, 
waiver, or proxy appointment if 
the secretary or other officer 
or agent authorized to tabulate 

the signature on it or about the 
signatory's authority to sign 
for the shareholder. 

(d) The corporation and its 
officer or agent who accepts or 
rejects a vote, consent, waiver, 
or proxy appointment in good 
faith and in accordance with the 
standards of this section are 
not liable in damages to the 
shareholder for the consequences 
of the acceptance or rejection. 

(e) Corporate action based on 
the acceptance or rejection of 
a vote, consent, waiver, or 
proxy appointment under this 
section is valid unless a court 
competent jurisdiction deter- 
mines otherwise. 

7 . 2 5  Quorum andvoting Require- 
ments for Voting Groups. 

(a) Shares entitled to vote as 
a separate voting group may take 
action on a matter at a meeting 
only if a quorum of those shares 
exists with respect to that 
matter. Unless the articles of 
incorporation or these Regula- 
tions provide otherwise, a 
majority of the votes entitled 
to be cast on the matter by the 
voting group constitutes a 
quorum of that voting group for 
action on that matter. 

(b) Once a share is represented 
for any purpose at a meeting, 
it is deemed present for quorum 
purposes for the remainder of 
the meeting and for any ad j ourn- 
ment of the meeting unless a new 
record date is or must be set 
for that adjourned meeting. 

(c) If a quorum exists, action 
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on a matter (other than the 
election of directors) by voting 
group is approved if the votes 
cast within the voting group 
favoring the action exceed the 
votes cast opposing the action, 
unless the articles of incor- 
poration or these Regulations 
require a greater number of 
affirmative votes. 

(d) An amendment of articles of 
incorporationadding, changing, 
or deleting a quorum or voting 
requirement for a voting group 
greater than specified in sub- 
section (b) or (c) is governed 
by section 7.27. 

(e) The election of directors 
is governed by section 7.28. 

7.2 6 ~ction by Single and Mul- 
tiple Voting Groups. 

(a) If the articles of incor- 
poration or these Regulations 
provide for voting by a single 
voting group on a matter, action 
on that matter is taken when 
voted upon by that voting group 
as provided in section 7.25. 

(b) If the articles of incor- 
poration or these Regulations 
provide for voting by two or 
more voting groups on a matter, 
action on that matter is taken 
only when voted upon by each of 
those voting groups counted 
separately as provided in sec- 
tion 7.25. Action may be taken 
by one voting group on a matter 
even though no action is taken 
by another voting group entitled 
to vote on the matter. 

7.27 Greater Quorum or Voting 
Requirements. 

(a) The articles of incorpora- 
tion may provide for a greater 
quorum or voting requirement for 
shareholders (or voting groups 
of shareholders) than is provid- 
ed for by these Regulations. 

(b) An amendment to the articles 
of incorporation that adds, 
changes, or deletes a greater 
quorum or voting requirement 
must meet the same quorum re- 
quirement and be adopted by the 
same vote and voting groups 
required to take action under 
the quorum and voting require- 
ments then in effect or proposed 
to be adopted, whichever is 
greater. 

7.28 Voting for Directors; 
cumulative voting. 

(a) Unless otherwise provided 
in the articles of incorpora- 
tion, directors are elected by 
a plurality of the votes cast 
by the shares entitled to vote 
in the election at a meeting at 
which a quorum is present. 

(b) Shareholders do not have a 
right to cumulate their votes 
for directors unless the 
articles of incorporation so 
provided. 

(c) A statement included in the 
articles of incorporation that 
11 [all] [a designated voting 
group of] shareholders are en- 
titled to cumulate their votes 
for directors1@ (or words of 
similar import) means that the 
shareholders designated are 
entitled to multiply the number 
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of votes they are entitled to 
cast by the number of directors 
for whom they are entitled to 
vote and cast the product for 
a single candidate or distribute 
the product among to two or more 
candidates. 

(d) Shares otherwise entitled 
to vote cumulatively may not be 
voted cumulatively at a particu- 
lar meeting unless: 

(1) the meeting notice or 
proxy statement accompanyingthe 
notice states conspicuously that 
cumulativevotingis authorized; 
or 

(2) a shareholder who has the 
right to cumulate his votes 
gives notice to the corporation 
not less than 48 hours before 
the time set for the meeting of 
his or her intent to cumulate 
his votes during the meeting, 
and if one shareholder gives 
this notice all other share- 
holders in the same voting group 
participating in the election 
entitled to cumulate their votes 
without giving further notice. 

Subchapter C. Voting Trusts and 
Agreements. 

owners of beneficial interests 
in the trust, together with the 
number and class of shares each 
transferred to the trust, and 
deliver copies of the list and 
agreement to the corporation's 
principal office. 

(b) A voting trust becomes ef- 
fective on the date the first 
shares subject to the trust are 
registered in the trustee's 
name. A voting trust is valid 
for not more than 10 years after 
its effective date unless ex- 
tended under subsection (c). 

(c) All or some of the parties 
to a voting trust may extend it 
for additional terms of not more 
than 10 years each by signing 
an extension agreement and ob- 
taining the voting trustee's 
written consent to the exten- 
sion. An extension is valid for 
10 years from the date the first 
shareholder signs the extension 
agreement. The voting trustee 
must deliver copies of the ex- 
tension agreement and list of 
beneficial owners to the cor- 
poration's principal office. An 
extension agreement binds only 
those parties signing it. 

7.30 Voting Trusts. 
7.31 Voting Agreements. 

(a) One or more shareholders may 
create a voting trust, conferr- 
ing on a trustee the right to 
vote or otherwise act for them, 
by signing an agreement setting 
out the provisions of the trust 
(which may include anything 
consistent with its purpose) and 
transferring their shares to the 
trustee. When a voting trust 
agreement is signed, the trustee 
shall prepare a list of the 
names and addresses of all 

(a) Two or more shareholders may 
provide for the manner in which 
they will vote their shares by 
signing an agreement for that 
purpose. A voting agreement 
created under this section is 
not subject to the provisions 
of section 7.30. 

(b) A voting agreement created 
under this section is specifi- 
cally enforceable. 
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Subchapter D. Derivative 
Proceedings. 

7.40 Procedure in Derivative 
Proceedings. 

(a) A person may not commence 
a proceeding in the right of a 
domestic or foreign corporation 
unless he was a shareholder of 
the corporation when the trans- 
action complained of occurred 
or unless he became a share- 
holder through transfer by oper- 
ation of law from one who was 
a shareholder at that time. 

(b) A complaint in a proceeding 
brought in the right of a cor- 
poration must be verified and 
allege with particularity the 
demand made, if any, to obtain 
action by the board of directors 
and either that the demand was 
refused or ignored or why he did 
not make the demand. Whether or 
not a demand for action was 
made, if the corporation commen- 
ces an investigation of the 
changes made in the demand or 
complaint, the court may stay 
any proceeding until the inves- 
tigation is completed. 

(c) A proceeding commenced under 
this section may not be discon- 
tinued or settled without the 
court's approval. If the court 
determines that a proposed dis- 
continuance or settlement will 
substantially affect the inter- 
est of the corporation ' s share- 
holder or a class of share- 
holders, the court shall direct 
that notice be given the 
shareholders affected. 

(d) On termination of the pro- 
ceeding the court may require 

the plaintiff to pay any defen- 
dant's reasonable expenses (i- 
ncluding counsel fees) incurred 
in defending the proceeding if 
it finds that the proceeding was 7 
commenced without reasonable 
cause. 

(e) For purposes of this sec- 
tion, "shareholderN includes a 
beneficial owner whose shares 
are held in a voting trust or 
held by a nominee on his behalf. 

CHAPTER 8. DIRECTORS AND OF- 
FICERS 

Subchapter A. Board of Direc- 
tors. 

8.01. Requirement for and 
Duties of Board of Directors. 

(a) Except as provided in sub- 
section (c), each corporation 
must have a board of directors. 

(b) All corporate powers shall 
be exercised by or under the 
authority of, and the business 
and affairs of the corporation 
managed under the direction of, 
its board of directors, subject 
to any limitation set forth in 
the articles of incorporation. 

(c) A corporation having 50 or 
fewer shareholders may dispense 
with or limit the authority of 
aboardofdirectorsbydescrib- 
ing in its articles of incor- 
poration who will perform some 
or all of the duties of a board 
of directors. 

8.02. Qualifications of Direc- 
tors. 

The articles of incorporation 
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or bylaws may prescribe qualif i- 
cations for directors. A direc- 
tor need not be a resident of 
the Commonwealth or a share- 
holder of the corporation unless 
the articles of incorporation 
or bylaws so prescribe. 

8 .03 .  N u m b e r  and E l e c t i o n  of 
D i r e c t o r s .  

(a) A board of directors must 
consist of one ormoreindividu- 
als, with the number specified 
in or fixed in accordance with 
the articles of incorporation 
or bylaws. 

(b) If a board of directors has 
power to fix or change the num- 
ber of directors, the board may 
increase or decrease by 30 per- 
cent or less the number of 
directors last approved by the 
shareholders, but only the 
shareholders may increase or 
decrease by more than 30 percent 
the number of directors last 
approved by the shareholder. 

(c) The articles of incorpora- 
tion or bylaws may establish a 
variable range for the size of 
theboard of directors by fixing 
a minimum and maximum number of 
directors. If a variable range 
is established, the number of 
directors may be fixed or 
changed from time to time, with- 
in the minimum and maximum, by 
the shareholders or the board 
of directors. After shares are 
issued, only the shareholders 
may change the range for the 
size of the board or change from 
a fixed to a variable-range size 
board or vice versa. 

(d) Directors are elected at the 

first annual shareholders' meet- 
ing and at each annual meeting 
thereafter unless their terms 
are staggered under section 
8.06. 

8 . 0 4 .  E l e c t i o n  of D i r e c t o r s  by 
C e r t a i n  C l a s s e s  of Shareholders. 

If the articles of incorporation 
authorize dividing the shares 
into classes, the articles may 
also authorize the election of 
all or a specified number of 
directors by the holders of one 
or more authorized classes of 
shares. A class (or classes) of 
shares entitled to elect one or 
more directors is a separate 
votinggroup for purposes ofthe 
election of directors. 

8 . 0 5 .  T e r m s  of D i r e c t o r s  G e n e r -  
a l ly .  

(a) The terms of the initial 
directors of a corporation ex- 
pire at the first shareholders' 
meeting at which directors are 
elected. 

(b) The terms of all other 
directors expire at the next 
annual shareholders1 meeting 
following their election unless 
their terms are staggered under 
section 8.06. 

(c) A decrease in the number of 
directors do not shorten an 
incumbent director's term. 

(d) The term of a director 
elected to fill a vacancy ex- 
pires at the next shareholders1 
meeting at which directors are 
elected. 

(e) Despite the expiration of 
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a director s term, he continues 
to serve until his successors 
is elected and qualifies or 
until there is a decrease in the 
number of directors. 

8.06 Staggered Terms for Direc- 
tors. 

If there are nine or more direc- 
tors, the articles of incorpora- 
tion may provide for staggering 
their terms by dividing the 
total number of directors into 
two or three groups, with each 
group containing one half or 
one-third of the total, as near 
as may be. In that event, the 
terms of directors in the first 
group expire at the first annual 
shareholders' meeting after 
their election, the terms ofthe 
second group expire at the 
second annual shareholders1 
meeting after their election, 
and the terms of the third 
group, if any, expire at the 
third annual shareholders's 
meeting after their election. 
At each annual shareholders' 
meeting heldthereafter, direc- 
tors shall be chosen for a term 
of two years or three years, as 
the case may be, to succeed 
those whose terms expire. 

8.07. Resignation of Directors. 

(a) A director may resign at any 
time by delivering written 
notice to the board of direc- 
tors, its chairman, or to the 
corporation. 

(b) A resignation is effective 
when the notice is delivered 
unless the notice specifies a 
later effective date. 

8.08. Removal of Directors by 
Shareholders. 

(a) The shareholders may remove 
one or more directors with or 
without cause unless the 
articles of incorporation 
provide that directors may be 
removed only for cause. 

(b) If a director is elected by 
a voting group of shareholders, 
only the shareholders of that 
voting group may participate in 
the vote to remove him. 

(c) If cumulative voting is 
authorized, a director may not 
be removed if the number of 
votes sufficient to elect him 
under cumulative voting is voted 
against his removal. If cumula- 
tive voting is not authorized, 
a director may be removed only 
if the number of votes cast to 
remove him exceeds the number 
of votes cast not to remove him. 

(d) A director may be removed 
by the shareholders only at a 
meeting called for the purpose 
of removing him and the meeting 
notice must state that the pur- 
pose, or one of the purposes, 
of the meeting is removal of the 
director. 

8.09. Removal of Directors by 
Judicial Proceeding. 

(a) The Commonwealth Superior 
Court may remove a director of 
the corporation from office in 
a proceeding commenced either 
by the corporation or by its 
shareholders holding at least 
10 percent of the outstanding 
shares of any class if the court 
finds that (1) the director 
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engaged in fraudulent or dishon- 
est conduct, or gross abuse of 
authority or discretion, with 
respect to the corporation and 
(2) removal is in the best in- 
terest of the corporation. 

(b) The court that removes a 
director may bar the directors 
from reelection for a period 
prescribed by the court. 

(c) If the shareholders commence 
a proceeding under subsection 
(a), they shall make the cor- 
poration a party defendant. 

8.10 Vacancy on Board. 

(a) Unless the articles of in- 
corporation provide otherwise, 
if a vacancy occurs on a board 
of directors, including a vacan- 
cy resulting from an increase 
in the number of directors: 

(1) the shareholders may fill 
the vacancy; 

(2) the board of directors 
may fill the vacancy; or 

(3) if the directors remain- 
ing in office constitute fewer 
than a quorum of the board, they 
may fill the vacancy by the 
affirmative vote of a majority 
of all the directors remaining 
in office. 

(b) If the vacant office was 
held by a director elected by 
a voting group of shareholders, 
only the holders of shares of 
that voting group are entitled 
to vote to fill the vacancy if 
it is filled by the share- 
holders. 

(c) A vacancy that will occur 
at a specific later date (by 
reason of a resignation effec 

tive at a later date under sec- 
tion 8.07 (b) or otherwise) may 
be filled before the vacancy 
occurs but the new director may 
not take off ice until the vacan- 
cy occurs. 

8.11 Compensation of Directors. 

Unless the articles of incor- 
poration or bylaws provide 
otherwise, the board of direc- 
tors may fix the compensation 
of directors. 

Subchapter B. Meetings and 
Action of the Board. 

8.20 Meetings. 

(a) The board of directors may 
hold regular or special meetings 
in or out of the Commonwealth. 

(b) Unless the articles of in- 
corporation or bylaws provide 
otherwise, the board of direc- 
tors may permit any or all dire- 
ctors to participate in a 
regular or special meeting by, 
or conduct the meeting through 
the use of, any means of com- 
munication by which all direc- 
tors participating may simul- 
taneously hear each other during 
the meeting. A director partici- 
pating in a meeting by this 
means is deemed to be present 
in person at the meeting. 

8.21 Action Without Meeting. 

(a) Unless the articles of in- 
corporation or bylaws provide 
otherwise, action required or 
permitted by these Regulations 
to be taken at a board of direc- 
tor1 s meeting may be taken with- 
out a meeting if the action is 
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taken by all members of the 
board. The action must be 
evidencedbyone ormorewritten 
consents describing the action 
taken, signed by each director, 
and included in the minutes or 
filed with the corporate records 
reflecting the action taken. 

(b) Action taken under this 
section is effective when the 
last director signs the consent, 
unless the consent specifies a 
different effective date. 

(c) A consent signed under this 
section has the effect of a 
meeting vote and may be 
described as such in any docu- 
ment. 

8.22 Notice of Meeting. 

(a) Unless the articles of in- 
corporation or bylaws provide 
otherwise, regular meetings of 
the board of directors may be 
held without notice of the date, 
time,place, or purpose of the 
meeting. 

(b) Unless the articles of in- 
corporation or bylaws provide 
for a longer or shorter period, 
special meetings of the board 
of directors must be preceded 
by at least two day1 s notice of 
the date, time, and place of the 
meeting. The notice need not 
describe the purpose of the 
special meeting unless required 
by the articles of incorporation 
or bylaws. 

8.23 Waiver of Notice. 

(a) A director may waive any 
notice required by these Regula- 

tions, the articles of incor- 
poration, or bylaws before or 
after the date and time stated 
in the notice. Except as provi- 
ded by subsection (b), the 
waiver must be in writing, sign- 
ed by the director entitled to 
the notice, and filed with the 
minutes or corporate records. 

(b) A director's attendance at 
or participation in a meeting 
waives any required notice to 
him of the meeting unless the 
director at the beginning of the 
meeting (or promptly upon his 
arrival) objects to holding the 
meeting or transacting business 
at the meeting and does not 
thereafter vote for or assent 
to action taken at the meeting. 

8.24 Quorum and Voting. 

(a) Unless the articles of in- 
corporation or bylaws require 
a greater number, a quorum of 
a board of directors consists 
of: 

(1) a majority of the fixed 
number of directors if the cor- 
poration has a fixed board size; 
or 

(2) a majority of the number 
of directors prescribed, or if 
no number is prescribed the 
number in off ice immediately 
before the meeting begins, if 
the corporation has a variable- 
range size board. 

(b) The articles of incorpora- 
tion or bylaws may authorize a 
quorum of a board of directors 
to consist of no fewer than one- 
third ofthe fixed orprescribed 
number of directors determined 
under subsection (a). 
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(c) If a quorum is present when 
a vote is taken, the affirmative 
vote of a majority of directors 
present is the act of the board 
of directors unless the articles 
of incorporation or bylaws re- 
quire the vote of a greater 
number of directors. 

(d) A director who is present 
at a meeting of the board of 
directors or a committee of the 
board of directors when corpo- 
rate action is taken is deemed 
to have assented to the action 
taken unless: (1) he objects at 
the beginning of the meeting (or 
promptly upon his arrival) to 
holding it or transacting busi- 
ness at the meeting; (2) his 
dissent or abstention from the 
action taken is entered in the 
minutes of the meeting; or (3) 
he delivers written notice of 
his dissent or abstention to the 
presiding officer of the meeting 
before its adjournment or to the 
corporation immediately after 
adjournment of the meeting. The 
right of dissent or abstention 
is not available to a director 
who votes in favor of the action 
taken. 

8.25 Committees. 

(a) Unless the articles of in- 
corporation or bylaws provide 
otherwise, a board of directors 
may create one or more commit- 
tees and appoint members of the 
board of directors to serve on 
them. Each committee may have 
two or more members, who serve 
at the pleasure of the board of 
directors. 

(b) The creation of a committee 
and appointment of members to 

it must be approved by the 
greater of (1) a majority of all 
the directors in off ice when the 
action is taken or (2) the num- 
ber of directors required by 
the articles of incorporation 
or bylaws to take action under 
section 8.24. 

(c) Sections 8.20 through 8.24, 
which govern meetings, action 
without meetings, notice and 
waiver of notice, andquorumand 
voting requirements of the board 
of directors, apply to commit- 
tees and their members as well. 

(d) To the extent specified by 
the board of directors or in the 
articles of incorporation or 
bylaws, each committee may exer- 
cise the authority of the board 
of directors under section 8.01. 

(e) A committee may not, 
however : 

(1) authorize distributions; 
(2) approve or propose to 

shareholders action that these 
Regulations requires be approved 
by shareholders; 

(3) fill vacancies on the 
board of directors or on any of 
its committees; 

(4) amend articles of incor- 
poration pursuant to section 
10.02; 

(5) adoptfamend, or repeal 
bylaws ; 

(6) approve a plan of merger 
not requiring shareholder ap- 
proval ; 

(7) authorize or approve 
reacquisition of shares, except 
according to a formula or method 
prescribed by the board of the 
directors; or 

(8) authorize or approve the 
issuance or sale or contract 
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for sale of shares, or determine 
the designation and relative 
rights, preferences, and limita- 
tions of a class or series of 
shares, except that the board 
of directors may authorize a 
committee (or a senior executive 
officer of the corporation) to 
do so within limits specifically 
prescribed by the board of 
directors. 

(f) The creation of, delegation 
of authority to, or action by 
a committee does not alone con- 
stitute compliance by a director 
with the standards of conduct 
described in section 8.30. 

Subchapter C. Standards o f  
Conduct. 

8.30.  General Standards for 
Directors. 

(a) A director shall discharge 
his duties as a director, in- 
cluding his duties as a member 
of a committee: 

(1) in good faith; 
(2) with the care an ordina- 

rily prudent person in a like 
position would exercise under 
similar circumstances; and 

(3) in a manner he reasonably 
believes to be in the best in- 
terests of the corporation. 

(b) In discharging his duties 
a director is entitled to rely 
on information, opinions, 
reports, or statements, includ- 
ing financial statements and 
other financial data, if 
prepared or presented by: 

(1) one or more officers or 
employees of the corporation 
whom the director reasonably 
believes to be reliable and 

competent in the matters presen- 
ted ; 

(2) legal counsel, public 
accountants, or other persons 
as to matters the director 
reasonably ,believes are within 
the person's professional or 
expert competence; or 

(3) a committee of the board 
of directors of which he is not 
a member if the director reason- 
ably believes the committee 
merits confidence. 

(c) A director is not acting in 
good faith if he has knowledge 
concerning the matter in ques- 
tion that makes reliance other- 
wise permitted by subsection (b) 
unwarranted. 

(d) A director is not liable for 
any action taken as a director, 
or any failure to take any ac- 
tion, if he performed the duties 
of his off ice in compliance with 
this section. 

8.31 Director C o n f l i c t  o f  In- 
terest. 

(a) A conflict of interest tran- 
saction is a transaction with 
the corporation in which a 
director of the corporation has 
a direct or indirect interest. 
A conflict of interest transac- 
tion is not voidable by the 
corporation solely because of 
the director's interest in the 
transaction if any one of the 
following is true: 

(1) the material facts of the 
transaction and the director's 
interest were disclosed or known 
to the board of directors or a 
committee ofthe board of direc- 
tors and the board of directors 
or committee authorized, ap- 
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proved, or ratified the trans- 
action; 

(2) the material facts of the 
transaction and the director's 
interest were disclosed or known 
to the shareholders entitled to 
vote and they authorized, ap- 
proved, or ratified the transac- 
tion; or 

(3) the transaction was fair 
to the corporation. 

(b) For purposes of this sec- 
tion, a director ofthe corpora- 
tion has an indirect interest 
in a transaction if (1) another 
entity in which he has a 
material financial interest or 
in which he is a general partner 
is a party to the transaction 
or (2) another entity of which 
he is a director, officer, or 
trustee is a party to the trans- 
action and the transaction is 
or should be considered by the 
board of directors of the cor- 
poration. 

(c) For purposes of subsection 
(a) (1) , a conflict of interest 
transaction is authorized, ap- 
proved, or ratified if it 
receives the affirmative vote 
of a majority of the directors 
on the board of directors (or 
on the committee) who have no 
direct or indirect interest in 
the transaction, but a transac- 
tion may not be authorized, 
approved, or ratified under this 
section by a single director. 
If a majority of the directors 
who have no direct or indirect 
interest in the transaction vote 
to authorize, approve, or ratify 
the transaction, a quorum is 
present for the purpose of 
taking action under this sec- 
tion. The presence of, or a vote 

cast by, a director with a 
director or indirect interest 
in the transaction does not 
affect the validity of any ac- 
tion taken under subsection (a) 
(1) if the transaction is other- 
wise authorized, approved, or 
ratified as provided in that 
subsection. 

(d) For purposes of subsection 
(a) (2) , a conflict of interest 
transaction is authorized, ap- 
proved, or ratified if it 
receives the vote of a majority 
of the shares entitled to be 
counted under this subsection. 
Shares owned by or voted under 
the control of a director who 
has a direct or indirect inter- 
est in the transaction, and 
shares owned by or voted under 
the control of an entity descri- 
bed in subsection (b) (I), may 
not be counted in a vote of 
shareholders to determine 
whether to authorize, approve, 
or ratify a conflict of interest 
transaction under subsection 
(a) ( 2 )  The vote of those 
shares, however, is counted in 
determining whether the trans- 
action is approved under other 
sections of these Regulations. 
A majority of the shares, 
whether or not present, that are 
entitled to be counted in a vote 
on the transaction under this 
subsection constitutes a quorum 
forthe purpose of taking action 
under this section. 

8 .32 .  L o a n s  t o  D i r e c t o r s .  

(a) Except as provided by sub- 
section (c), a corporation may 
not lend money to or guarantee 
the obligation of director of 
the corporation unless: 
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(1) the particular loan or 
guarantee is approved by a 
majority of the votes repre- 
sented by the outstanding voting 
shares of all classes, voting 
as a single voting group, except 
the votes of shares owned by or 
voted under the control of the 
benefited director; or 

(2) the corporationls board 
of directors determines that the 
loan or guarantee benefits the 
corporation and either approves 
the specific loan or guarantee 
or a general plan authorizing 
loans and guarantees. 

(b) The fact that a loan or 
guarantee is made in violation 
of this section does not affect 
the borrowerls liability on the 
loan. 

(c) This section does not apply 
to loans and guarantees author- 
ized by statute regulating any 
special class of corporations. 

8.33. Liability for Unlawful 
Distributions. 

(a) A director who votes for or 
assents to a distribution made 
in violation of section 6.40 or 
the articles of incorporation 
is personally liable to the 
corporation for the amount of 
distribution that exceeds what 
could have been distributed 
without violating section 6.40 
or the articles of incorporation 
if it is established that he did 
not perform his duties in com- 
pliance with section 8.30. In 
any proceeding commenced under 
this section, a director has all 
of the defenses ordinarily 
available to a director. 

(b) A director held liable under 
section (a) for an unlawful 
distribution is entitled to 
contribution; 

(1) from every other director 
who could be liable under sub- 
section (a) for the unlawful 
distribution; and 

(2) from each shareholder for 
the amount the shareholder ac- 
cepted knowing the distribution 
was made in violation of section 
6.40 or the articles of incor- 
poration. 

(c) A proceeding under this 
section is barred unless it is 
commenced within two years after 
the date on which the effect of 
the distribution was measured 
under section 6.40(e) or (g). 

Subchapter D. officers. 

8.40. Required Officers. 

(a) A corporation has the of- 
ficers described in its bylaws 
or appointed by the board of 
directors in accordance with 
the bylaws. 

(b) A duly appointed officer may 
appoint one or more officers or 
assistant officers if authorized 
by the bylaws or the board of 
directors. 

(c) The bylaws or the board of 
directors shall delegate to one 
of the officers responsibility 
for preparing minutes of the 
directors1 and shareholders1 
meeting and for authenticating 
records of the corporation. 

(d) The same individual may 
simultaneously hold more than 
one office in a corporation. 
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8.41. Duties of Officers. 

Each officers has the authority 
and shall perform the duties set 
forth in the bylaws or, to the 
extent consistent with the by- 
laws, the duties prescribed by 
the board of directors or by 
direction of an officer 
authorized by the board of 
directors to prescribe the 
duties of other officers. 

8.42. Standards of Conduct for 
Officers. 

(a) An officer with discretion- 
ary authority shall discharge 
his duties under that authority: 

(1) in good faith; 
(2) with the care an ordi- 

narily prudent person in a like 
position would exercise under 
similar circumstances; and 

(3) in a manner he reasonably 
believes to be in the best in- 
terests of the corporation. 

(b) In discharging his duties 
an officer is entitled to rely 
on information, opinions, 
reports, or statements, includ- 
ing financial statements and 
other financial data, if pre- 
pared or presented by: 

(1) one or more officers or 
employees of the corporation 
whom the officer reasonably 
believes to be reliable and 
competent in the matters 
presented; or 

(2) legal counsel, public 
accountants, or other personas 
as to matters the officer 
reasonably believes are within 
the person's professional or 
expert competence. 

(c) An officer is not acting in 

good.faith if he has knowledge 
concerning the matter in ques- 
tion that makes reliance other- 
wise permitted by subsection (b) 
unwarranted. 

(d) An officer is not liable for 
any action taken as an officer, 
or any failure to take any ac- 
tion, if he performed the duties 
of his off ice in compliance with 
this section. 

8.43 Resignation and Removal 
of Officers. 

(a) An officer may resign at any 
time by delivering notice to the 
corporation. A resignation is 
effective when the notice is 
delivered unless the notice 
specifies a later effective 
date. If a resignation is made 
effective at a later date and 
the corporation accepts the 
future effective date, its board 
of directors provides that the 
successor does not take office 
until the effective date. 

(b) A board of directors may 
remove any officer at any time 
with or without cause. 

8.44. Contract Rights of 
Officers. 

(a) The appointment of an of- 
ficer does not itself create 
contract rights. 

(b) An officer's removal does 
not affect the officer's con- 
tract rights, if any, with the 
corporation. An officer's 
resignation does not affect the 
corporation's contract rights, 
if any, with the officer. 
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Subchapter Em Indemnification. 

8.50 Subchapter Definitions. 

(1) llCorporationll includes 
any domestic or foreign prede- 
cessor entity of a corporation 
in a merger or other transaction 
in which the predecessor s exis- 
tence ceased upon consummation 
of the transaction. 

(2) llDirectorll means an indi- 
vidual who is or was a director 
of a corporation or an individ- 
ual who, while a director of a 
corporation, is or was serving 
at the corporation I s request as 
a director, officer, partner, 
trustee, employee, or agent of 
another foreign or domestic 
corporation, partnership, joint 
venture, trust, employee benefit 
plan, or other enterprise. A 
director is considered to be 
sewing an employee benefit plan 
at the corporation s request if 
his duties to the corporation 
also impose future on, or other- 
wise involve services by, him 
to the plan or to participants 
in or beneficiaries ofthe plan. 
llDirectorll includes, unless the 
context requires otherwise, the 
estate or personal representa- 
tive of a director. 

( 3  l1 Expensest1 include 
counsel fees . 

(4) llLiabilityll means the 
obligation to pay a judgment, 
settlement, penalty, fine 
(including an excise tax 
assessed with respect to an 
employee benefit plan), or 
reasonable expenses incurred 
with respect to a proceeding. 

(5) I1Of f icial capacityw 
means : 

(i) when used with respect 
to a director, the office of 

director in a corporationiand 
(ii) when used with res- 

pect to an individual other than 
a director, as contemplated in 
section 8.56, the office in a 
corporation held by the officer 
or the employment or agency 
relationship undertaken by the 
employee or agent on behalf of 
the corporation. I1Official capa- 
city1@ does not include service 
for any other foreign or domes- 
tic corporation or any partner- 
ship, joint venture, trust, 
employee benefit plan, or other 
enterprise. 

(6) llPartyll includes an in- 
dividual who was, is, or is 
threatened to be made a name 
defendant or respondent in a 
proceeding. 

(7) llProceedingll mean any 
threatened, pending, or 
completed action, suit, or 
proceeding, whether civil, crim- 
inal, administrative, or inves- 
tigative and whether formal 
or informal . 
8.51 Authority to Indemnify. 

(a) Except as provided in sub- 
section (d), a corporation may 
indemnify an individual made a 
party to a proceeding because 
he is or was a director against 
liability incurred in the pro- 
ceeding if: 

(1) he conducted himself in 
good faith; and 

(2) he reasonably believed: 
(i) in the case of conduct 

in his official capacity with 
the corporation, that his con- 
duct was in its best interest; 
and 

(ii) in all other cases, 
that his conduct was at least 
not opposed to its best 
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interest; and 
(3) in the case of any 

criminal proceeding, he had no 
reasonable cause to believe his 
conduct was unlawful. 

(b) A director's conduct with 
respect to an employee benefit 
plan for a purpose he reasonably 
believed to be in the interests 
ofthe participants inandbene- 
ficiaries oftheplan is conduct 
that satisfies the requirement 
of subsection (a) (2) (ii) . 
(c) The termination of a pro- 
ceeding by judgment, order, 
settlement, conviction, or upon 
a plea of nolo contendere or its 
equivalent is not, of itself, 
determinative that the director 
did not meet the standard of 
conduct described in this sec- 
tion. 

(d) A corporation may not indem- 
nify a director under this sec- 
tion. 

(1) in connection with a 
proceeding by or in the right 
of the corporation in which the 
director was adjudged liable to 
the corporation; or 

(2) in connection with any 
other proceeding charging im- 
proper personal benefit to him, 
whether or not involving action 
in his official capacity, in 
which he was adjudged liable on 
the basis that personal benefit 
was improperly received by him. 

(e) Indemnification permitted 
under this section in connection 
with a proceeding by or in the 
right of the corporation is 
limited to reasonable expenses 
incurred in connection with the 
proceeding. 

8.52 Mandatory Indemnification. 

Unless limited by its articles 
of incorporation, a corporation 
shall indemnify a director who 
was wholly successful, on the 
merits or otherwise, in the 
defense of any proceeding to 
which he was a party because he 
is or was a director of the 
corporation against reasonable 
expenses incurred by him in 
connection with the proceeding. 

8.53 Advance for Expenses. 

(a) A corporation may pay for 
or reimburse the reasonable 
expenses incurred by a director 
who is a party to a proceeding 
in advance of final disposition 
of the proceeding if: 

(1) the director furnishes 
the corporation a written af f ir- 
mation of his good faith belief 
that he has met the standard of 
conduct described in section 
8.51. 

(2) the director furnishes 
the corporation a written under- 
taking, executed personally or 
on his behalf, to repay the 
advance if it is ultimately 
determined that he did not meet 
the standard of conduct; and 

(3) a determination is made 
that the facts then known to 
those making the determination 
would not preclude indemnifica- 
tion under this subchapter. 

(b) The undertaking required by 
subsection (a) (2) must be an 
unlimited general obligation of 
the director but need not be 
secured and may be accepted 
without reference to financial 
ability to make repayment. 
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(c) Determinations and authori- 
zations of payments under this 
section shall be made in the 
manner specified in section 
8.55. 

Unless a corporation's articles 
of incorporation provide other- 
wise, a director of the corpora- 
tion who is a party to a pro- 
ceeding may apply f or indemnif i- 
cation to the court conducting 
the proceeding or to another 
court of competent jurisdiction. 
On receipt of an application, 
the court after giving any 
notice the court considers nec- 
essarymay order indemnification 
if it determines: 

(1) the director is entitled 
to mandatory indemnification 
under section 8.52, in which 
case the court shall also order 
the corporation to pay the di- 
rector's reasonable expenses 
incurred to obtain court-ordered 
indemnification; or 

(2) the director is fairly 
and reasonably entitled to in- 
demnification in view of all 
the relevant circumstances, 
whether or not he met the stan- 
dard of conduct set forth in 
section 8.51 or was adjudged 
liable as described in section 
8.51 (d), but if he was adjudged 
so liable his indemnification 
is limited to reasonable expen- 
ses incurred. 

8.55 Determination and Authori- 
zation of Indemnification. 

(a) A corporation may not indem- 
nify a director under section 
8.51 unless authorized in the 

specific case after a determina- 
tion has been made that indem- 
nification of the director is 
permissible in the circumstances 
because he has met the standard 
of conduct set forth in section 
8.51. 

(b) The determination shall be 
made : 

(1) by the board of directors 
by majority vote of a quorum 
consisting of directors not at 
the time parties to the proceed- 
ing ; 

(2) if a quorum cannot be 
obtained under subdivision (I), 
by majority vote of a committee 
duly designated by the board of 
directors (in which designation 
directors who are parties may 
participate), consistingsolely 
of two or more directors not at 
the time parties to the proceed- 
ing ; 

(3) by special legal counsel: 
(i) selected by the board 

of directors or its committee 
in the manner prescribed in 
subdivision (1) or (2) ; or 

(ii) if a quorum of the 
board of directors cannot be 
obtained under subdivision (1) 
and a committee cannot be 
designated under subdivision 
(2), selected by majority vote 
of the full board of director 
(in which selection directors 
who are parties may partici- 
pate) ; or 

(4) by the shareholders, but 
shares owned by or voted under 
the control of directors who are 
at the time parties to the pro- 
ceeding may not be voted on the 
determination. 

(c) Authorization of indemnif i- 
cation and evaluation as to 
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reasonableness of expenses shall 
be made in the same manner as 
the determination that indem- 
nification is permissible, ex- 
cept that if the determination 
is made by special legal coun- 
sel, authorization of indemnif i- 
cation and evaluation as to 
reasonableness of expenses shall 
be made by those entitled under 
subsection (b) (3) to select 
counsel. 

8.56. Indemnification of Of- 
ficers, Employees, and Agents. 

Unless a corporation's articles 
of incorporation provide other- 
wise: 

(1) an officer of the corpo- 
ration who is not a director is 
entitled to mandatory indemnifi- 
cation under section 8.52, and 
is entitled to apply for court- 
ordered indemnification under 
section 8.54, in each case to 
the same extent as a director; 

(2) the corporation may 
indemnify and advance expenses 
under this subchapter to an 
officer, employee, or agent of 
the corporation who is not a 
director to the same extent as 
to a director; and 

(3) a corporation may also 
indemnify and advance expenses 
to an officer, employee, or 
agent who is not a director to 
the extent, consistent with 
public policy, that may be 
provided by its articles of 
incorporation, bylaws, general 
or specific action of its board 
of directors, or contract. 

8.57. Insurance. 

A Corporation may purchase and 
maintain insurance on behalf of 

an individual who is or was a 
director, officer, employee, or 
agent of the corporation, or 
who, while a director, officer, 
employee, or agent of the cor- 
poration, is or was serving at 
the request of the corporation 
as a director, officer, partner, 
trustee, employee, or agent of 
another foreign or domestic 
corporation, partnership, joint 
venture, trust, employee benefit 
plan, or other enterprise, 
against liability asserted 
against or incurred by him in 
that capacity or arising from 
his status as a director, of- 
ficer, employee, or agent, 
whether or not the corporation 
would have power to indemnify 
him against the same liability 
under section 8.51 or 8.52. 

8.58. ~pplication of Subchap- 
ter. 

(a) A provision treating a cor- 
poration's indemnification of 
or advance for expenses to 
directors that is contained in 
its articles of incorporation, 
bylaws, a resolution of its 
shareholders or board of direc- 
tors, or in a contract or other- 
wise, is valid only if and to 
the extent the provision is 
consistent with this subchapter. 
If articles of incorporation 
limit indemnification or advance 
for expenses, indemnification 
and advance for expenses are 
valid only to the extent consis- 
tent with the articles. 

(b) This subchapter does not 
limit a corporation's power to 
pay or reimburse expenses in- 
curred by a director in connec- 
tion with his appearance as a 
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