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CHAPTER 1  ABA, MODEL BUSINESS CORPORATION ACT
[See Principally Chapters 2 and 3 of Business Planning for Mergers and Acquisitions]

§ 1.40. Act Definitions

(27) “Voting power” means the current power to vote in the election of directors.
§ 2.02. Articles of Incorporation

(a) The articles of incorporation must set forth:

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

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

(3) the street address of the corporation’s initial registered office and the name of its initial registered
agent at that office; and

(4) the name and address of each incorporator.
(b) The articles of incorporation may set forth: * * *

(4)a provision eliminating or limiting the liability of a director to the corporation ofits shareholders for
money damages for any action taken, or any failure to take any action, as a director, except liability for (A) the
amount of a financial benefit received by a director to which he is not entitled; (B) an intentional infliction of
harm on the corporation or the shareholders; (C) a violation of section 8.33 [relating to illegal distributions]; or
(D) an intentional violation of criminal law. * * *

§ 6.21. Issuance of Shares

(b) The board of directors may authorize shares to be issued for consideration consisting of any tangible or

intangible property or benefit to the corporation, including cash, promissory notes, services performed, contracts for
services to be performed, or other securities of the corporation. * * *

® (1) An issuance of shares or other securities convertible into or rights exercisable for shares, in a

transaction or a series of integrated transactions, requires approval of the shareholders, at a meeting at which a quorum
exists consisting of at least a majority of the votes entitled to be cast on the matter, if:

D.

(i) the shares, other securities, or rights are issued for consideration other than cash or cash
equivalents, and

(i1) the voting power of shares that are issued and issuable as a result of the transaction or
series of integrated transactions will comprise more than 20 percent of the voting power of the shares of the
corporation that were outstanding immediately before the transaction.

(2) In this subsection:

(1) For purposes of determining the voting power of shares issued and issuable as a result of a
transaction or series of integrated transactions, the voting power of shares shall be the greater of (A) the voting
power of the shares to be issued, or (B) the voting power of the shares that would be outstanding after giving
effect to the conversion of convertible shares and other securities and the exercise of rights to be issued.

(i1) A series of transactions is integrated if consummation of one transaction is made
contingent on consummation of one or more of the other transactions. * * *

§ 6.31. Corporation’s Acquisition 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 incorporation prohibit the reissue of the acquired shares, the number of authorized shares is

reduced by the number of shares acquired. * * *
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E. § 6.40. Distribution to Shareholders

(a) A board of directors may authorize and the corporation may make distributions to its shareholders subject to
restriction by the articles of incorporation and the limitation in subsection (c). * * *
(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 corporation’s total assets would be less than the sum of its total liabilities plus (unless the
articles of incorporation permit otherwise) the amount that would be needed, if the corporation were to be
dissolved at the time of the distribution, to satisfy the preferential rights upon dissolution of shareholders whose
preferential rights are superior to those receiving the distribution.
(d) The board of directors may base a determination that a distribution is not prohibited under subsection (c)
either on financial statements prepared on the basis of accounting practices and principles that are reasonable in the
circumstances or on a fair valuation or other method that is reasonable in the circumstances. * * *

F. § 7.25. Quorum and Voting Requirements 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 this Act 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. * * *

(c) If a quorum exists, action on a matter (other than the election of directors) by a 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
incorporation or this Act require a greater number of affirmative votes. * * *

G. § 7.26. Action by Single and Multiple Voting Groups

(a) If the articles of incorporation or this Act 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. ok

(b) If the articles of incorporation or this Act 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
section 7.25. * * *

H. § 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 the 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 compliance with section 8.30. * * *

l. § 10.03. Amendment by Board of Directors and Shareholders

If a corporation has issued shares, an amendment to the articles of incorporation shall be adopted in the
following manner:

(a) The proposed amendment must be adopted by the board of directors.

(b) Except as provided in sections 10.05, 10.07, and 10.08, after adopting the proposed amendment the board of
directors must submit the amendment to the shareholders for their approval. The board of directors must also transmit to
the shareholders a recommendation that the shareholders approve the amendment, unless the board of directors makes a
determination that because of conflicts of interest or other special circumstances it should not make such a

recommendation, in which case the board of directors must transmit to the shareholders the basis for that determination.
k ko
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J. § 10.04. Voting on Amendments by Voting Groups

(a) If a corporation has more than one class of shares outstanding, the holders of the outstanding shares of a class
are entitled to vote as a separate voting group (if shareholder voting is otherwise required by this Act) on a proposed
amendment to the articles of incorporation if the amendment would:

(1) effect an exchange or reclassification of all or part of the shares of the class into shares of another
class;

(2) effect an exchange or reclassification, or create the right of exchange, of all or part of the shares of
another class into shares of the class;

(3) change the rights, preferences, or limitations of all or part of the shares of the class;

(4) change the shares of all or part of the class into a different number of shares of the same class;

(5) create a new class of shares having rights or preferences with respect to distributions or to
dissolution that are prior or superior to the shares of the class;

(6) increase the rights, preferences, or number of authorized shares of any class that, after giving effect
to the amendment, have rights or preferences with respect to distributions or to dissolution that are prior or
superior to the shares of the class;

(7) limit or deny an existing preemptive right of all or part of the shares of the class; or

(8) cancel or otherwise affect rights to distributions that have accumulated but not yet been authorized
on all or part of the shares of the class.

(b) If a proposed amendment would affect a series of a class of shares in one or more of the ways described in
subsection (a), the holders of shares of that series are entitled to vote as a separate voting group on the proposed
amendment. * * *

K. § 10.20. Amendment by Board of Directors or Shareholders [of Bylaws]

(a) A corporation’s shareholders may amend or repeal the corporation’s bylaws.
(b) A corporation’s board of directors may amend or repeal the corporation’s bylaws,

unless:
(1) the articles of incorporation or section 10.21 reserve that power exclusively to the shareholders in
whole or part; or
(2) the shareholders in amending, repealing, or adopting a bylaw expressly provide that the board of
directors may not amend, repeal, or reinstate that bylaw.
L. § 10.21. Bylaw Increasing Quorum or Voting Requirement for Directors

(a) A bylaw that increases a quorum or voting requirement for the board of directors may be amended or
repealed:

(1) if adopted by the shareholders, only by the shareholders, unless the bylaw otherwise provides;
(2) if adopted by the board of directors, either by the shareholders or by the board of directors.

(b) A bylaw adopted or amended by the shareholders that increases a quorum or voting requirement for the
board of directors may provide that it can be amended or repealed only by a specified vote of either the shareholders or
the board of directors.

(c) Action by the board of directors under subsection (a) to amend or repeal a bylaw that changes the quorum or
voting requirement for the board of directors must meet the same quorum requirement and be adopted by the same vote
required to take action under the quorum and voting requirement then in effect or proposed to be adopted, whichever is
greater. ***

M. CHAPTER 11. MERGER AND SHARE EXCHANGE

1. § 11.01. Definitions

As used in this chapter:

(a) “Interests” means the proprietary interests in an other entity.

(b) “Merger” means a business combination pursuant to section 11.02.

(c) “Organizational documents” means the basic document or documents that create, or determine the internal
governance of, another entity.

(d) “Other entity” means any association or legal entity, other than a domestic or foreign corporation, organized
to conduct business, including, without limitation, limited partnerships, general partnerships, limited liability
partnerships, limited liability companies, joint ventures, joint stock companies, and business trusts.
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(e) “Party to a merger” or “party to a share exchange” means any domestic or foreign corporation or other entity
that will either:
(1) merge under a plan of merger;
(2) acquire shares or interests of another corporation or an other entity in a share exchange; or
(3) have all of its shares or interests or all of one or more classes or series of its shares or interests
acquired in a share exchange.
(f) “Share exchange” means a business combination pursuant to section 11.03.
(g) “Survivor” in a merger means the corporation or other entity into which one or more other corporations or
other entities are merged. A survivor of a merger may preexist the merger or be created by the merger.

2. § 11.02. Merger

(a) One or more domestic corporations may merge with a domestic or foreign corporation or other entity
pursuant to a plan of merger.

(b) A foreign corporation, or a domestic or foreign other entity, may be a party to the merger, or may be created
by the terms of the plan of merger, only if:

(1) the merger is permitted by the laws under which the corporation or other entity is organized or by
which it is governed; and

(2) in effecting the merger, the corporation or other entity complies with such laws and with its articles
of incorporation or organizational documents.

(¢) The plan of merger must include:

(1) the name of each corporation or other entity that will merge and the name of the corporation or
other entity that will be the survivor of the merger;

(2) the terms and conditions of the merger;

(3) the manner and basis of converting the shares of each merging corporation and interests of each
merging other entity into shares or other securities, interests, obligations, rights to acquire shares or other
securities, cash, other property, or any combination of the foregoing;

(4) the articles of incorporation of any corporation, or the organizational documents of any other entity,
to be created by the merger, or if a new corporation or other entity is not to be created by the merger, any
amendments to the survivor’s articles of incorporation or organizational documents; and

(5) any other provisions required by the laws under which any party to the merger is organized or by
which it is governed, or by the articles of incorporation or organizational documents of any such party.

(d) The terms described in subsections (¢)(2) and (¢)(3) may be made dependent on facts ascertainable outside
the plan of merger, provided that those facts are objectively ascertainable. The term “facts” includes, but is not limited to,
the occurrence of any event, including a determination or action by any person or body, including the corporation.

(e) The plan of merger may also include a provision that the plan may be amended prior to filing the articles of
merger with the secretary of state, provided that if the shareholders of a domestic corporation that is a party to the merger
are required or permitted to vote on the plan, the plan must provide that subsequent to approval of the plan by such
shareholders the plan may not be amended to:

(1) change the amount or kind of shares or other securities, interests, obligations, rights to acquire
shares or other securities, cash, or other property to be received by the shareholders of or owners of interests in
any party to the merger upon conversion of their shares or interests under the plan;

(2) change the articles of incorporation of any corporation, or the organizational documents of any
other entity, that will survive or be created as a result of the merger, except for changes permitted by section
10.05 or by comparable provisions of the laws under which the foreign corporation or other entity is organized
or governed; or

(3) change any of the other terms or conditions of the plan if the change would adversely affect such
shareholders in any material respect.

3. § 11.03. Share Exchange

(a) Through a share exchange:

(1) a domestic corporation may acquire all of the shares of one or more classes or series of shares of
another domestic or foreign corporation, or all of the interests of one or more classes or series of interests of a
domestic or foreign other entity, in exchange for shares or other securities, interests, obligations, rights to
acquire shares or other securities, cash, other property, or any combination of the foregoing, pursuant to a plan
of share exchange, or

(2) all of the shares of one or more classes or series of shares of a domestic corporation may be
acquired by another domestic or foreign corporation or other entity, in exchange for shares or other securities,
interests, obligations, rights to acquire shares or other securities, cash, other property, or any combination of the
foregoing, pursuant to a plan of share exchange.
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(b) A foreign corporation, or a domestic or foreign other entity, may be a party to the share exchange only if:

(1) the share exchange is permitted by the laws under which the corporation or other entity is organized
or by which it is governed; and

(2) in effecting the share exchange, the corporation or other entity complies with such laws and with its
articles of incorporation or organizational documents.

(c) The plan of share exchange must include:

(1) the name of each corporation or other entity whose shares or interests will be acquired and the
name of the corporation or other entity that will acquire those shares or interests;

(2) the terms and conditions of the share exchange;

(3) the manner and basis of exchanging shares of a corporation or interests in an other entity whose
shares or interests will be acquired under the share exchange into shares or other securities, interests,
obligations, rights to acquire shares or other securities, cash, other property, or any combination of the
foregoing; and

(4) any other provisions required by the laws under which any party to the share exchange is organized
or by the articles of incorporation or organizational documents of any such party.

(d) The terms described in subsections (¢)(2) and (¢)(3) may be made dependent on facts ascertainable outside
the plan of share exchange, provided that those facts are objectively ascertainable. The term “facts” includes, but is not
limited to, the occurrence of any event, including a determination or action by any person or body, including the
corporation.

(e) The plan of share exchange may also include a provision that the plan may be amended prior to filing of the
articles of share exchange with the secretary of state, provided that if the shareholders of a domestic corporation that is a
party to the share exchange are required or permitted to vote on the plan, the plan must provide that subsequent to
approval of the plan by such shareholders the plan may not be amended to:

(1) change the amount or kind of shares or other securities, interests, obligations, rights to acquire
shares or other securities, cash, or other property to be issued by the corporation or to be received by the
shareholders of or owners of interests in any party to the share exchange in exchange for their shares or interests
under the plan; or

(2) change any of the terms or conditions of the plan if the change would adversely affect such
shareholders in any material respect.

(f) Section 11.03 does not limit the power of a domestic corporation to acquire shares of another corporation or
interests in another entity in a transaction other than a share exchange.

4, § 11.04. Action on a Plan of Merger or Share Exchange

In the case of a domestic corporation that is a party to a merger or share exchange:

(a) The plan of merger or share exchange must be adopted by the board of directors.

(b) Except as provided in subsection (g) and in section 11.05, after adopting the plan of merger or share
exchange the board of directors must submit the plan to the shareholders for their approval. The board of directors must
also transmit to the shareholders a recommendation that the shareholders approve the plan, unless the board of directors
makes a determination that because of conflicts of interest or other special circumstances it should not make such a
recommendation, in which case the board of directors must transmit to the shareholders the basis for that determination.

(c) The board of directors may condition its submission of the plan of merger or share exchange to the
shareholders on any basis.

(d) If the plan of merger or share exchange is required to be approved by the shareholders, and if the approval is
to be given at a meeting, the corporation must notify each shareholder, whether or not entitled to vote, of the meeting of
shareholders at which the plan is to be submitted for approval. The notice must state that the purpose, or one of the
purposes, of the meeting is to consider the plan and must contain or be accompanied by a copy or summary of the plan. If
the corporation is to be merged into an existing corporation or other entity, the notice shall also include or be
accompanied by a copy or summary of the articles of incorporation or organizational documents of that corporation or
other entity. If the corporation is to be merged into a corporation or other entity that is to be created pursuant to the
merger, the notice shall include or be accompanied by a copy or a summary of the articles of incorporation or
organizational documents of the new corporation or other entity.

(e) Unless the articles of incorporation, or the board of directors acting pursuant to subsection (c), requires a
greater vote or a greater number of votes to be present, approval of the plan of merger or share exchange requires the
approval of the shareholders at a meeting at which a quorum consisting of at least a majority of the votes entitled to be
cast on the plan exists, and, if any class or series of shares is entitled to vote as a separate group on the plan of merger or
share exchange, the approval of each such separate voting group at a meeting at which a quorum of the voting group
consisting of at least a majority of the votes entitled to be cast on the merger or share exchange by that voting group is
present.

(f) Separate voting by voting groups is required:

(1) on a plan of merger, by each class or series of shares that (A) are to be converted, pursuant to the
provisions of the plan of merger, into shares or other securities, interests, obligations, rights to acquire shares or
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other securities, cash, other property, or any combination of the foregoing, or (B) would have a right to vote as a
separate group on a provision in the plan that, if contained in a proposed amendment to articles of
incorporation, would require action by separate voting groups under section 10.04;

(2) on a plan of share exchange, by each class or series of shares included in the exchange, with each
class or series constituting a separate voting group; and

(3) on a plan of merger or share exchange, if the voting group is entitled under the articles of
incorporation to vote as a voting group to approve a plan of merger or share exchange.

(g) Unless the articles of incorporation otherwise provide, approval by the corporation’s shareholders of a plan
of merger or share exchange is not required if:

(1) the corporation will survive the merger or is the acquiring corporation in a share exchange;

(2) except for amendments permitted by section 10.05, its articles of incorporation will not be changed;

(3) each shareholder of the corporation whose shares were outstanding immediately before the
effective date of the merger or share exchange will hold the same number of shares, with identical preferences,
limitations, and relative rights, immediately after the effective date of change; and

(4) the issuance in the merger or share exchange of shares or other securities convertible into or rights

exercisable for shares does not require a vote under section 6.21(f).

(h) If as a result of a merger or share exchange one or more shareholders of a domestic corporation would
become subject to personal liability for the obligations or liabilities of any other person or entity, approval of the plan of
merger shall require the execution, by each such shareholder, of a separate written consent to become subject to such
personal liability.

5. § 11.05. Merger Between Parent and Subsidiary or Between Subsidiaries

(a) A domestic parent corporation that owns shares of a domestic or foreign subsidiary corporation that carry at
least 90 percent of the voting power of each class and series of the outstanding shares of the subsidiary that have voting
power may merge the subsidiary into itself or into another such subsidiary, or merge itself into the subsidiary, without the
approval of the board of directors or sharcholders of the subsidiary, unless the articles of incorporation of any of the
corporations otherwise provide, and unless, in the case of a foreign subsidiary, approval by the subsidiary’s board of
directors or shareholders is required by the laws under which the subsidiary is organized.

(b) If under subsection (a) approval of a merger by the subsidiary’s shareholders is not required, the parent
corporation shall, within ten days after the effective date of the merger, notify each of the subsidiary’s shareholders that
the merger has become effective.

(c) Except as provided in subsections (a) and (b), a merger between a parent and a subsidiary shall be governed
by the provisions of chapter 11 applicable to mergers generally.

6. § 11.06. Articles of Merger or Share Exchange

(a) After a plan of merger or share exchange has been adopted and approved as required by this Act, articles of
merger or share exchange shall be executed on behalf of each party to the merger or share exchange by any officer or
other duly authorized representative. The articles shall set forth:

(1) the names of the parties to the merger or share exchange and the date on which the merger or share
exchange occurred or is to be effective;

(2) if the articles of incorporation of the survivor of a merger are amended, or if a new corporation is
created as a result of a merger, the amendments to the survivor’s articles of incorporation or the articles of
incorporation of the new corporation;

(3) if the plan of merger or share exchange required approval by the shareholders of a domestic
corporation that was a party to the merger or share exchange, a statement that the plan was duly approved by the
shareholders and, if voting by any separate voting group was required, by each such separate voting group, in
the manner required by this Act and the articles of incorporation;

(4) if the plan of merger or share exchange did not require approval by the shareholders of a domestic
corporation that was a party to the merger or share exchange, a statement to that effect; and

(5) as to each foreign corporation and each other entity that was a party to the merger or share
exchange, a statement that the plan and the performance of its terms were duly authorized by all action required
by the laws under which the corporation or other entity is organized, or by which it is governed, and by its
articles of incorporation or organizational documents.

(b) Articles of merger or share exchange shall be delivered to the secretary of state for filing by the survivor of
the merger or the acquiring corporation in a share exchange and shall take effect on the effective date.
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7. § 11.07. Effect of Merger or Share Exchange

(a) When a merger becomes effective:

(1) the corporation or other entity that is designated in the plan of merger as the survivor continues or
comes into existence, as the case may be;

(2) the separate existence of every corporation or other entity that is merged into the survivor ceases;

(3) all property owned by, and every contract right possessed by, each corporation or other entity that
merges into the survivor is vested in the survivor without reversion or impairment;

(4) all liabilities of each corporation or other entity that is merged into the survivor are vested in the
survivor;

(5) the name of the survivor may, but need not be, substituted in any pending proceeding for the name
of any party to the merger whose separate existence ceased in the merger;

(6) the articles of incorporation or organizational documents of the survivor are amended to the extent
provided in the plan of merger;

(7) the articles of incorporation or organizational documents of a survivor that is created by the merger
become effective; and

(8) the shares of each corporation that is a party to the merger, and the interests in an other entity that is

a party to a merger, that are to be converted under the plan of merger into shares, interests, obligations, rights to

acquire securities, other securities, cash, other property, or any combination of the foregoing, are converted, and

the former holders of such shares or interests are entitled only to the rights provided to them in the plan of

merger or to any rights they may have under chapter 13.

(b) When a share exchange becomes effective, the shares of each domestic corporation that are to be exchanged
for shares or other securities, interests, obligations, rights to acquire shares or other securities, cash, other property, or
any combination of the foregoing, are entitled only to the rights provided to them in the plan of share exchange or to any
rights they may have under chapter 13.

(¢) Any shareholder of a domestic corporation that is a party to a merger or share exchange who, prior to the
merger or share exchange, was liable for the liabilities or obligations of such corporation, shall not be released from such
liabilities or obligations by reason of the merger or share exchange.

(d) Upon a merger becoming effective, a foreign corporation, or a foreign other entity, that is the survivor of the
merger is deemed to:

(1) appoint the secretary of state as its agent for service of process in a proceeding to enforce the rights
of shareholders of each domestic corporation that is a party to the merger who exercise appraisal rights, and

(2) agree that it will promptly pay the amount, if any, to which such shareholders are entitled under
chapter 13.

8. § 11.08. Abandonment of a Merger or Share Exchange

(a) Unless otherwise provided in a plan of merger or share exchange or in the laws under which a foreign
corporation or a domestic or foreign other entity that is a party to a merger or a share exchange is organized or by which
it is governed, after the plan has been adopted and approved as required by this chapter, and at any time before the
merger or share exchange has become effective, it may be abandoned by any party thereto without action by the party’s
shareholders or owners of interests, in accordance with any procedures set forth in the plan of merger or share exchange
or, if no such procedures are set forth in the plan, in the manner determined by the board of directors of a corporation, or
the managers of an other entity, subject to any contractual rights of other parties to the merger or share exchange,
exchange shall be deemed abandoned and shall not become effective.

N. CHAPTER 12. DISPOSITION OF ASSETS

1. § 12.01. Disposition of Assets Not Requiring Shareholder Approval

No approval of the shareholders of a corporation is required, unless the articles of incorporation otherwise provide:

(1) to sell, lease, exchange, or otherwise dispose of any or all of the corporation’s assets in the usual
and regular course of business;

(2) to mortgage, pledge, dedicate to the repayment of indebtedness (whether with or without recourse),
or otherwise encumber any or all of the corporation’s assets, whether or not in the usual and regular course of
business;

(3) to transfer any or all of the corporation’s assets to one or more corporations or other entities all of
the shares or interests of which are owned by the corporation; or

(4) to distribute assets pro rata to the holders of one or more classes or series of the corporation’s
shares.
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2. § 12.02. Shareholder Approval of Certain Dispositions

(a) A sale, lease, exchange, or other disposition of assets, other than a disposition described in section 12.01,
requires approval of the corporation’s shareholders if the disposition would leave the corporation without a significant
continuing business activity. If a corporation retains a business activity that represented at least 25 percent of total assets
at the end of the most recently completed fiscal year, and 25 percent of either income from continuing operations before
taxes or revenues from continuing operations for that fiscal year, in each case of the corporation and its subsidiaries on a
consolidated basis, the corporation will conclusively be deemed to have retained a significant continuing business
activity.

(b) A disposition that requires approval of the sharecholders under subsection (a) shall be initiated by a resolution
by the board of directors authorizing the disposition. After adoption of such a resolution, the board of directors shall
submit the proposed disposition to the shareholders for their approval. The board of directors shall also transmit to the
shareholders a recommendation that the shareholders approve the proposed disposition, unless the board of directors
makes a determination that because of conflicts of interest or other special circumstances it should not make such a
recommendation, in which case the board of directors shall transmit to the shareholders the basis for that determination.

(¢) The board of directors may condition its submission of a disposition to the shareholders under subsection (b)
on any basis.

(d) If a disposition is required to be approved by the shareholders under subsection (a), and if the approval is to
be given at a meeting, the corporation shall notify each shareholder, whether or not entitled to vote, of the meeting of
shareholders at which the disposition is to be submitted for approval. The notice shall state that the purpose, or one of the
purposes, of the meeting is to consider the disposition and shall contain a description of the disposition, including the
terms and conditions thereof and the consideration to be received by the corporation.

(e) Unless the articles of incorporation or the board of directors acting pursuant to subsection (c) requires a
greater vote, or a greater number of votes to be present, the approval of a disposition by the shareholders shall require the
approval of the shareholders at a meeting at which a quorum consisting of at least a majority of the votes entitled to be
cast on the disposition exists.

(f) After a disposition has been approved by the shareholders under subsection (b), and at any time before the
disposition has been consummated, it may be abandoned by the corporation without action by the shareholders, subject to
any contractual rights of other parties to the disposition.

(g) A disposition of assets in the course of dissolution under chapter 14 is not governed by this section.

(h) The assets of a direct or indirect consolidated subsidiary shall be deemed the assets of the parent corporation
for the purposes of this section.

0. CHAPTER 13 APPRAISAL RIGHTS

1. § 13.01. Definitions

In this chapter:

(1) “Affiliate” means a person that directly or indirectly through one or more intermediaries controls, is
controlled by, or is under common control with another person or is a senior executive thereof. For purposes of section
13.02(b)(4), a person is deemed to be an affiliate of its senior executives.

(2) “Beneficial shareholder” means a person who is the beneficial owner of shares held in a voting
trust or by a nominee on the beneficial owner’s behalf.

(3) “Corporation” means the issuer of the shares held by a shareholder demanding

appraisal and, for matters covered in sections 13.22-13.31, includes the surviving entity in a merger.

(4) “Fair value” means the value of the corporation’s shares determined:

(1) immediately before the effectuation of the corporate action to which the shareholder
objects;

(i) using customary and current valuation concepts and techniques generally employed for
similar businesses in the context of the transaction requiring appraisal; and

(iii) without discounting for lack of marketability or minority status except, if appropriate, for
amendments to the articles pursuant to section 13.02(a)(5).

(5) “Interest” means interest from the effective date of the corporate action until the date of payment, at
the rate of interest on judgments in this state on the effective date of the corporate action.

(6) “Preferred shares” means a class or series of shares whose holders have preference over any other
class or series with respect to distributions.

(7) “Record shareholder” means the person in whose name shares are registered in the records of the
corporation or the beneficial owner of shares to the extent of the rights granted by a nominee certificate on file
with the corporation.

(8) “Senior executive” means the chief executive officer, chief operating officer, chief financial officer,
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and anyone in charge of a principal business unit or function.
(9) “Shareholder” means both a record shareholder and a beneficial shareholder.

2. § 13.02. Right to Appraisal

(a) A shareholder is entitled to appraisal rights, and to obtain payment of the fair value of that shareholder’s
shares, in the event of any of the following corporate actions:

(1) consummation of a merger to which the corporation is a party (i) if
shareholder approval is required for the merger by section 11.04 and the shareholder is entitled to voteonthe

merger, except that appraisal rights shall not be available to any shareholder of the corporation with respect to shares of
any class or series that remain outstanding after consummation of the merger, or (ii) if the corporation is a subsidiary and
the merger is governed by section 11.05;

(2) consummation of a share exchange to which the corporation is a party as the corporation whose
shares will be acquired if the shareholder is entitled to vote on the exchange, except that appraisal rights shall not be
available to any shareholder of the corporation with ~respect to any class or series of shares of the corporation that is not
exchanged;

(3) consummation of a disposition of assets pursuant to section 12.02 if the shareholder is entitled to
vote on the disposition;

(4) an amendment of the articles of incorporation with respect to a class or series of shares that reduces
the number of shares of a class or series owned by the shareholder to a fraction of a share if the corporation has
the obligation or right to repurchase the fractional share so created; or

(5) any other amendment to the articles of incorporation, merger, share exchange or disposition of
assets to the extent provided by the articles of incorporation, bylaws or a resolution of the board of directors.

(b) Notwithstanding subsection (a), the availability of appraisal rights under subsections (a)(1), (2), (3) and (4)
shall be limited in accordance with the following provisions:

(1) Appraisal rights shall not be available for the holders of shares of any class or series of shares

which is:

(i) listed on the New York Stock Exchange or the American Stock Exchange or designated as
a national market system security on an interdealer quotation system by the National Association of Securities
Dealers, Inc.; or

(i1) not so listed or designated, but has at least 2,000 shareholders and the outstanding shares
of such class or series has a market value of at least $ 20 million (exclusive of the value of such shares held by
its subsidiaries, senior executives, directors and beneficial shareholders owning more than 10 percent of such
shares).

(2) The applicability of subsection (b)(1) shall be determined as of:

(i) the record date fixed to determine the shareholders entitled to receive notice of, and to
vote at, the meeting of shareholders to act upon the corporate action requiriOng appraisal rights; or
(i1) the day before the effective date of such corporate action if there is no meeting
of shareholders.

(3) Subsection (b)(1) shall not be applicable and appraisal rights shall be available pursuant to
subsection (a) for the holders of any class or series of shares who are required by the terms of the corporate action
requiring appraisal rights to accept for such shares anything other than cash or shares of any class or any series of shares
of any corporation, or any other proprietary interest of any other entity, that satisfies the standards set forth in subsection
(b)(1) at the time the corporate action becomes effective.

(4) Subsection (b)(1) shall not be applicable and appraisal rights shall be available pursuant to

subsection (a) for the holders of any class or series of shares where:
(i) any of the shares or assets of the corporation are being acquired or converted, whether by
merger, share exchange or otherwise, pursuant to the corporate action by a person, or by an affiliate of

a person, who:

(A) is, or at any time in the one-year period immediately preceding approval by the
board of directors of the corporate action requiring appraisal rights was, the beneficial owner
of 20 percent or more of the voting power of the corporation, excluding any shares acquired
pursuant to an offer for all shares having voting power if such offer was made within one year
prior to the corporate action requiring appraisal rights for consideration of the same kind and
of a value equal to or less than that paid in connection with the corporate action; or

(B) directly or indirectly has, or at any time in the one-year period immediately
preceding approval by the board of directors of the corporation of the corporate action
requiring appraisal rights had, the power, contractually or otherwise, to cause the
appointment or election of 25 percent or more of the directors to the board of directors of the
corporation; or
(i1) any of the shares or assets of the corporation are being acquired or converted, whether by

merger, share exchange or otherwise, pursuant to such corporate action by a person, or by an affiliate

9
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of'a person, who is, or at any time in the one-year period immediately preceding approval by the board
of directors of the corporate action requiring appraisal rights was, a senior executive or director of the
corporation or a senior executive of any affiliate thereof, and that senior executive or director will
receive, as a result of the corporate action, a financial benefit not generally available to other
shareholders as such, other than:
(A) employment, consulting, retirement or similar benefits established separately
and not as part of or in contemplation of the corporate action; or
(B) employment, consulting, retirement or similar benefits established in
contemplation of, or as part of, the corporate action that are not more favorable than those
existing before the corporate action or, if more favorable, that have been approved on behalf
of the corporation in the same manner as is provided in section 8.62; or
(C) in the case of a director of the corporation who will, in the corporate action,
become a director of the acquiring entity in the corporate action or one of its affiliates, rights
and benefits as a director that are provided on the same basis as those afforded by the
acquiring entity generally to other directors of such entity or such affiliate.

(5) For the purposes of paragraph (4) only, the term “beneficial owner” means any person who, directly
or indirectly, through any contract, arrangement, or understanding, other than a revocable proxy, has or shares
the power to vote, or to direct the voting of, shares, provided that a member of a national securities exchange
shall not be deemed to be a beneficial owner of securities held directly or indirectly by it on behalf of another
person solely because such member is the record holder of such securities if the member is precluded by the
rules of such exchange from voting without instruction on contested matters or matters that may affect
substantially the rights or privileges of the holders of the securities to be voted. When two or more persons
agree to act together for the purpose of voting their shares of the corporation, each member of the group formed
thereby shall be deemed to have acquired beneficial ownership, as of the date of such agreement, of all voting
shares of the corporation beneficially owned by any member of the group.

(¢) Notwithstanding any other provision of section 13.02, the articles of incorporation as originally filed or any
amendment thereto may limit or eliminate appraisal rights for any class or series of preferred shares, but any such
limitation or elimination contained in an amendment to the articles of incorporation that limits or eliminates appraisal
rights for any of such shares that are outstanding immediately prior to the effective date of such amendment or that the
corporation is or may be required to issue or sell thereafter pursuant to any conversion, exchange or other right existing
immediately before the effective date of such amendment shall not apply to any corporate action that becomes effective
within one year of that date if such action would otherwise afford appraisal rights.

(d) A shareholder entitled to appraisal rights under this chapter may not challenge a completed corporate action
for which appraisal rights are available unless such corporate action:

(1) was not effectuated in accordance with the applicable provisions of chapters 10, 11 or 12 or the
corporation’s articles of incorporation, bylaws or board of directors’ resolution authorizing the corporate action;
or

(2) was procured as a result of fraud or material misrepresentation.

3. § 13.03. Assertion of Rights by Nominees and Beneficial Owners

(a) A record shareholder may assert appraisal rights as to fewer than all the shares registered in the record
shareholder’s name but owned by a beneficial shareholder only if the record shareholder objects with respect to all shares
of'the class or series owned by the beneficial shareholder and notifies the corporation in writing of the name and address
of each beneficial shareholder on whose behalf appraisal rights are being asserted. The rights of a record shareholder who
asserts appraisal rights for only part of the shares held of record in the record shareholder’s name under this subsection
shall be determined as if the shares as to which the record shareholder objects and the record shareholder’s other shares
were registered in the names of different record shareholders.

(b) A beneficial shareholder may assert appraisal rights as to shares of any class or series held on behalf of the
shareholder only if such shareholder:

(1) submits to the corporation the record shareholder’s written consent to the assertion of such rights
no later than the date referred to in section 13.22(b)(2)(ii); and

(2) does so with respect to all shares of the class or series that are beneficially owned by the beneficial
shareholder.

4. § 13.20. Notice of Appraisal Rights

(a) If proposed corporate action described in section 13.02(a) is to be submitted to a vote at a shareholders’
meeting, the meeting notice must state that the corporation has concluded that shareholders are, are not or may be entitled
to assert appraisal rights under this chapter. If the corporation concludes that appraisal rights are or may be available, a
copy of this chapter must accompany the meeting notice sent to those record shareholders entitled to exercise appraisal
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rights.

(b) In a merger pursuant to section 11.05, the parent corporation must notify in writing all record shareholders of
the subsidiary who are entitled to assert appraisal rights that the corporate action became effective. Such notice must be
sent within ten days after the corporate action became effective and include the materials described in section 13.22.

5. § 13.21. Notice of Intent to Demand Payment

(a) If proposed corporate action requiring appraisal rights under section 13.02 is submitted to a vote at a
shareholders’ meeting, a shareholder who wishes to assert appraisal rights with respect to any class or series of shares:
(1) must deliver to the corporation before the vote is taken written notice of the shareholder’s intent to
demand payment if the proposed action is effectuated; and
(2) must not vote, or cause or permit to be voted, any shares of such class or series in favor of the
proposed action.
(b) A shareholder who does not satisfy the requirements of subsection (a) is not entitled to payment under this
chapter.

6. § 13.22. Appraisal Notice and Form

(a) If proposed corporate action requiring appraisal rights under section 13.02(a) becomes effective, the
corporation must deliver a written appraisal notice and form required by subsection (b)(1) to all shareholders who
satisfied the requirements of section 13.21. In the case of a merger under section 11.05, the parent must deliver a written
appraisal notice and form to all record shareholders who may be entitled to assert appraisal rights. * * *

7. § 13.23. Perfection of Rights; Right to Withdraw

(a) A shareholder who receives notice pursuant to section 13.22 and who wishes to exercise appraisal rights
must certify on the form sent by the corporation whether the beneficial owner of such shares acquired beneficial
ownership of the shares before the date required to be set forth in the notice pursuant to section 13.22(b)(1). * * *

8. §13.24. Payment

(a) Except as provided in section 13.25, within 30 days after the form required by section 13.22(b)(2)(ii) is due,
the corporation shall pay in cash to those shareholders who complied with section 13.23(a) the amount the corporation
estimates to be the fair value of their shares, plus interest. * * *

9. § 13.25. After-Acquired Shares

(a) A corporation may elect to withhold payment required by section 13.24 from any shareholder who did not
certify that beneficial ownership of all of the shareholder’s shares for which appraisal rights are asserted was acquired
before the date set forth in the appraisal notice sent pursuant to section 13.22(b)(1). * * *

10. § 13.26. Procedure If Shareholder Dissatisfied with Payment or Offer

(a) A shareholder paid pursuant to section 13.24 who is dissatisfied with the amount of the payment must notify
the corporation in writing of that shareholder’s estimate of the fair value of the shares and demand payment of that
estimate plus interest (less any payment under section 13.24). A shareholder offered payment under section 13.25 who is
dissatisfied with that offer must reject the offer and demand payment of the shareholder’s stated estimate of the fair value
of the shares plus interest. * * *

11. § 13.30. Court Action

(a) If a shareholder makes demand for payment under section 13.26 which remains unsettled, the corporation
shall commence a proceeding within 60 days after receiving the payment demand and petition the court to determine the
fair value of the shares and accrued interest. If the corporation does not commence the proceeding within the 60-day
period, it shall pay in cash to each shareholder the amount the shareholder demanded pursuant to section 13.26 plus
interest. * * *
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12. § 13.31. Court Costs and Counsel Fees

(a) The court in an appraisal proceeding commenced under section 13.30 shall determine all costs of the
proceeding, including the reasonable compensation and expenses of appraisers appointed by the court. The court shall
assess the costs against the corporation, except that the court may assess costs against all or some of the shareholders
demanding appraisal, in amounts the court finds equitable, to the extent the court finds such shareholders acted
arbitrarily, vexatiously, or not in good faith with respect to the rights provided by this chapter. * * *

P. CHAPTER 14. DISSOLUTION

1. § 14.02. Dissolution by Board of Directors and Shareholders

(a) A corporation’s board of directors may propose dissolution for submission to the shareholders.
(b) For a proposal to dissolve to be adopted:

(1) the board of directors must recommend dissolution to the shareholders unless the board of directors
determines that because of conflict of interest or other special circumstances it should make no recommendation
and communicates the basis for its determination to the shareholders; and

(2) the shareholders entitled to vote must approve the proposal to dissolve as provided in subsection
(e).

(¢) The board of directors may condition its submission of the proposal for dissolution on any basis.

(d) The corporation shall notify each shareholder, whether or not entitled to vote, of the proposed shareholders’
meeting. The notice must also state that the purpose, or one of the purposes, of the meeting is to consider dissolving the
corporation.

(e) Unless the articles of incorporation or the board of directors acting pursuant to subsection (¢) require a
greater vote, a greater number of shares to be present, or a vote by voting groups, adoption of the proposal to dissolve
shall require the approval of the shareholders at a meeting at which a quorum consisting of at least a majority of the votes
entitled to be cast exists.

2. § 14.03. Articles of Dissolution

(a) At any time after dissolution is authorized, the corporation may dissolve by delivering to the secretary of
state for filing articles of dissolution setting forth:
(1) the name of the corporation;
(2) the date dissolution was authorized; and
(3) if dissolution was approved by the shareholders, a statement that the proposal to dissolve was duly
approved by the shareholders in the manner required by this Act and by the articles of incorporation.
(b) A corporation is dissolved upon the effective date of its articles of dissolution.

3. § 14.04. Revocation of Dissolution

(a) A corporation may revoke its dissolution within 120 days of its effective date. * * *
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CHAPTER 2 AMERICAN LAW INSTITUTE, PRINCIPLES OF
CORPORATE GOVERNANCE: ANALYSIS AND RECOMMENDATIONS

[See Principally Chapters 2 and 3 of Business Planning for Mergers and Acquisitions]

A. § 1.23. Interested
(a) A director [§ 1.13] or officer [§ 1.27] is “interested” in a transaction or conduct if either:
(D) The director or officer, or an associate [§ 1.03] of the director or officer, is a party to the
transaction or conduct;
2) The director or officer has a business, financial, or familial relationship with a party to the

transaction or conduct, and that relationship would reasonably be expected to affect the director’s or officer’s
judgment with respect to the transaction or conduct in a manner adverse to the corporation;

3) The director or officer, an associate of the director or officer, or a person with whom the
director or officer has a business, financial, or familial relationship, has a material pecuniary interest in the
transaction or conduct (other than usual and customary directors’ fees and benefits) and that interest and (if
present) that relationship would reasonably be expected to affect the director’s or officer’s judgment in a
manner adverse to the corporation; or

4 The director or officer is subject to a controlling influence by a party to the transaction or
conduct or a person who has a material pecuniary interest in the transaction or conduct, and that controlling
influence could reasonably be expected to affect the director’s or officer’s judgment with respect to the
transaction or conduct in a manner adverse to the corporation.

(b) A shareholder is interested in a transaction or conduct if either the shareholder or, to the shareholder’s
knowledge, an associate of the shareholder is a party to the transaction or conduct, or the shareholder is also an interested
director or officer with respect to the same transaction or conduct. * * *

B. § 1.38. Transaction in Control

(a) Subject to Subsection (b), a “transaction in control” with respect to a corporation means:

(1) A business combination effected through (i) a merger, (ii) a consolidation, (iii) an issuance of
voting equity securities [§ 1.40] to effect an acquisition of the assets of another corporation that would
constitute a transaction in control under Subsection (a)(2) with respect to the other corporation, or (iv) an
issuance of voting equity securities in exchange for at least a majority of the voting equity securities of another
corporation, in each case whether effected directly or by means of a subsidiary;

(2) A sale of assets that would leave the corporation without a significant continuing business; or

3) An issuance of securities or any other transaction by the corporation (other than pursuant to a
transaction described in Subsection (a)(1)) that, alone or in conjunction with other transactions or
circumstances, would cause a change in control [§ 1.081 of the] corporation; ***

C. §4.01. Duty of Care of Directors and Officers; the Business Judgment Rule

(a) A director or officer has a duty to the corporation to perform the director’s or officer’s functions in
good faith, in a manner that he or she reasonably believes to be in the best interests of the corporation, and with the care
that an ordinarily prudent person would reasonably be expected to exercise in a like position and under similar
circumstances. This Subsection (a) is subject to the provisions of Subsection (c) (the business judgment rule) where
applicable.

(1) The duty in Subsection (a) includes the obligation to make, or cause to be made, an inquiry
when, but only when, the circumstances would alert a reasonable director or officer to the need therefore. The
extent of such inquiry shall be such as the director or officer reasonably believes to be necessary.

2) In performing any of his or her functions (including oversight functions), a director or officer
is entitled to rely on materials and persons in accordance with §§ 4.02 and 4.03 (reliance on directors, officers,
employees, experts, other persons, and committees of the board).

(b) Except as otherwise provided by statute or by a standard of the corporation [§ 1.36] and subject to the
board’s ultimate responsibility for oversight, in performing its functions (including oversight functions), the board may
delegate, formally or informally by course of conduct, any function (including the function of identifying matters
requiring the attention of the board) to committees of the board or to directors, officers, employees, experts, or other
persons; a director may rely on such committees and persons in fulfilling the duty under this Section with respect to any
delegated function if the reliance is in accordance with §§ 4.02 and 4.03.

(c) A director or officer who makes a business judgment in good faith fulfills the duty under this Section if
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the director or officer:

(1 is not interested [§ 1.23] in the subject of the business judgment;

2) is informed with respect to the subject of the business judgment to the extent the director or
officer reasonably believes to be appropriate under the circumstances; and

3) rationally believes that the business judgment is in the best interests of the corporation.
d) A person challenging the conduct of a director or officer under this Section has the burden of proving a

breach of the duty of care, including the inapplicability of the provisions as to the fulfillment of duty under Subsection (b)
or (c), and, in a damage action, the burden of proving that the breach was the legal cause of damage suffered by the
corporation. * * *

D. § 5.10. Transactions by a Controlling Shareholder with the Corporation
(a) General Rule. A controlling shareholder [§ 1.10] who enters into a transaction with the corporation
fulfills the duty of fair dealing to the corporation with respect to the transaction if:
(D) The transaction is fair to the corporation when entered into; or
(2) The transaction is authorized in advance or ratified by disinterested shareholders [§ 1.16], fol-

lowing disclosure concerning the conflict of interest [§ 1.14(a)] and the transaction [§ 1.14(b)], and does not

constitute a waste of corporate assets [§ 1.42] at the time of the shareholder action.

(b) Burden of Proof. If the transaction was authorized in advance by disinterested directors [§ 1.15], or
authorized in advance or ratified by disinterested shareholders, following such disclosure, the party challenging the
transaction has the burden of proof. The party challenging the transaction also has the burden of proof'if the transaction
was ratified by disinterested directors and the failure to obtain advance authorization did not adversely affect the interests
of the corporation in a significant way. If the transaction was not so authorized or ratified, the controlling shareholder has
the burden of proof, except to the extent otherwise provided in Subsection (c).

(c) Transactions in the Ordinary Course of Business. In the case of a transaction between a controlling
shareholder and the corporation that was in the ordinary course of the corporation’s business, a party who challenges the
transaction has the burden of coming forward with evidence that the transaction was unfair, whether or not the transaction
was authorized in advance or ratified by disinterested directors or disinterested shareholders.

E. § 5.15. Transfer of Control in Which a Director or Principal Senior Executive Is Interested

(a) If directors or principal senior executives [§ 1.30] of a corporation are interested [§ 1.23] in a
transaction in control [§ 1.38] or a tender offer that results in a transfer of control [§ 1.08] of the corporation to another
person [§ 1.28], then those directors or principal senior executives have the burden of proving that the transaction was
fair to the shareholders of the corporation unless (1) the transaction involves a transfer by a controlling shareholder [§
1.10] or (2) the conditions of Subsection (b) are satisfied.

(b) If in connection with a transaction described in Subsection (a) involving a publicly held corporation [§
1.31]:

(1) Public disclosure of the proposed transaction is made;

2) Responsible persons who express an interest are provided relevant information concerning the
corporation and given a reasonable opportunity to submit a competing proposal;

3) The transaction is authorized in advance by disinterested directors [§ 1.15] after the
procedures set forth in Subsections (1) and (2) have been complied with; and

4 The transaction is authorized or ratified by disinterested shareholders [§ 1.16] (or, if the trans-

action is effected by a tender offer, the offer is accepted by disinterested shareholders), after disclosure

concerning the conflict of interest [§ 1.14(a)] and the transaction [§ 1.14(b)] has been made; then a party

challenging the transaction has the burden of proving that the terms of the transaction are equivalent to a waste

of corporate assets [§ 1.42].

(c) The fact that holders of equity securities are entitled to an appraisal remedy reflecting the general
principles embodied in §§ 7.21-7.23 with respect to a transaction specified In Subsection (a) does not make an appraisal
proceeding the exclusive remedy of a shareholder who proposes to challenge the transaction, unless the transaction falls
within § 7.25 (Transactions in Control Involving Corporate Combinations to Which a Majority Shareholder Is a Party).

F. § 6.01. Role of Directors and Holders of Voting Equity Securities with Respect to Transactions
in Control Proposed to the Corporation

(a) The board of directors, in the exercise of its business judgment [§ 4.01(c)], may approve, reject, or
decline to consider a proposal to the corporation to engage in a transaction in control [§ 1.38].
(b) A transaction in control of the corporation to which the corporation is a party should require approval

by the shareholders [§ 1.02].
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G. § 6.02. Action of Directors That Has the Foreseeable Effect of Blocking Unsolicited Tender
Offers
(a) The board of directors may take an action that has the foreseeable effect of blocking an unsolicited
tender offer [§ 1.39], if the action is a reasonable response to the offer.
(b) In considering whether its action is a reasonable response to the offer:
(1) The board may take into account all factors relevant to the best interests of the corporation

and shareholders, including, among other things, questions of legality and whether the offer, if successful, would
threaten the corporation’s essential economic prospects; and

2) The board may, in addition to the analysis under § 6.02(b)(1), have regard for interests or
groups (other than shareholders) with respect to which the corporation has a legitimate concern if to do so
would not significantly disfavor the long-term interests of shareholders.

() A person who challenges an action of the board on the ground that it fails to satisfy the standards of
Subsection (a) has the burden of proof that the board’s action is an unreasonable response to the offer.
(d) An action that does not meet the standards of Subsection (a) may be enjoined or set aside, but directors

who authorize such an action are not subject to liability for damages if their conduct meets the standard of the business
judgment rule [§ 4.01(c)].

H. § 7.21. Corporate Transactions Giving Rise to Appraisal Rights

An eligible holder [§ 1.17] of the corporation [§ 1.12(b)] should be entitled on demand to be paid in cash the
fair value of the shares owned by the eligible holder as provided in §§ 7.22 (Standards for Determining Fair Value) and
7.23 (Procedural Standards) in the event of:

(a) A merger, a consolidation, a mandatory share exchange, or an exchange by the corporation of'its stock
for substantial assets or equity securities [§ 1.20] of another corporation (hereinafter collectively referred to as a
“business combination”), whether effected directly or by means of a subsidiary, unless those persons who were
shareholders of the corporation immediately before the combination own 60 percent or more of the total voting power of
the surviving or issuing corporation immediately thereafter, in approximately the same proportions (in relation to the
other preexisting shareholders) as before the combination; * * *

l. § 7.22. Standards for Determining Fair Value

(a) The fair value of shares under § 7.21 (Corporate Transactions Giving Rise to Appraisal Rights) should
be the value of the eligible holder’s [§ 1.17] proportionate interest in the corporation, without any discount for minority
status or, absent extraordinary circumstances, lack of marketability. Subject to subsections (b) and (c), fair value should
be determined using the customary valuation concepts and techniques generally employed in the relevant securities and
financial markets for similar businesses in the context of the transaction giving rise to appraisal. * * *

(b) In the case of a business combination that gives rise to appraisal rights, but does not fall within § 5.10
(Transactions by a Controlling Shareholder with the Corporation), § 5.15 (Transfer of Control in Which a Director or
Principal Senior Executive Is Interested), or § 7.25 (Transactions in Control Involving Corporate Combinations to Which
a Majority Shareholder Is a Party), the aggregate price accepted by the board of directors of the subject corporation
should be presumed to represent the fair value of the corporation, or of the assets sold in the case of an asset sale, unless
the plaintiff can prove otherwise by clear and convincing evidence.

(©) If the transaction giving rise to appraisal falls within § 5.10, § 5.15, or § 7.25, the court generally
should give substantial weight to the highest realistic price that a willing, able, and fully informed buyer would pay for
the corporation as an entirety. In determining what such a buyer would pay, the court may include a proportionate share
of any gain reasonably to be expected to result from the combination, unless special circumstances would make such an
allocation unreasonable.

J. § 7.23. Procedural Standards
(a) Notice. A corporation that proposes to engage in a transaction giving rise to appraisal rights under
§ 7.21 (Corporate Transactions Giving Rise to Appraisal Rights) should:
(1) Notify each record holder [§ 1.32] as of the record date set for the shareholder vote, and

attempt in good faith to notify each other beneficial holder [§ 1.22] of shares as of such date who is known
to it, of the right to exercise appraisal reasonably in advance of the date on which the transaction is to be
voted upon by the shareholders, or, if no shareholder vote is required, the date on which the corporate
action giving rise to appraisal is to be taken;
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(ii) Describe the method for exercising the right, including the procedures in § 7.23(%);

(ii1) Disclose the material facts [§ 1.25] concerning the transaction or other action and furnish
copies of the corporation’s financial statements; and

(iv) Provide a reasonable means by which eligible holders [§ 1.17] can easily and effectively
indicate their election to dissent.

(b) Shareholder Response. To perfect a right to dissent, an eligible holder should be required only to
utilize the means provided for under § 7.23(a)(iv), or otherwise deliver a written instrument expressing an election to
dissent, at or before the shareholders’ meeting, or, if no shareholder vote is to be taken, on or before the day
preceding the date on which the corporate action giving rise to the right to appraisal is to be taken; provided,
however, that eligible holders should have a reasonable period in which to elect to dissent from the time notice is
first sent by the corporation pursuant to § 7.23(a)(i). Any eligible holder who so responds should be deemed a
“dissenting holder” for purposes of § 7.23. If notice is not given as required under § 7.23(a), any eligible holder may
initiate an appraisal proceeding without taking any other action.

() Mandatory Prepayment. Promptly after the transaction that gives rise to appraisal under § 7.21 is
consummated and upon the tender of the dissenting holder’s shares to the corporation’s transfer agent for the
notation of an appropriate legend to reflect the payment required under this § 7.23(c), the corporation should pay to
such dissenting holder the amount in cash that it reasonably estimates to be the fair value of the shares plus any
interest due. Acceptance of such prepayment shall not constitute a waiver of the dissenting holder’s rights under §
7.21. ***

§3) Consolidation. If there are any dissenting holders, the corporation should commence a
consolidated proceeding in the state of incorporation under § 7.21 to fix fair value and determine eligibility to
dissent. * * *

K. § 7.24. Transactions in Control Involving Corporate Combinations in Which Directors,
Principal Senior Executives, and Controlling Shareholders Are Not Interested

(a) An appraisal proceeding is the exclusive remedy of an eligible holder [§ 1.17] to challenge a
transaction in control [§ 1.38] involving a corporate combination that requires shareholder approval and is not
subject to § 5.10 (Transactions by a Controlling Shareholder with the Corporation), § 5.15 (Transfer of Control in
Which a Director or Principal Senior Executive Is Interested), or § 7.25 (Transactions in Control Involving
Corporate Combinations to Which a Majority Shareholder Is a Party), if:

(1) Disclosure concerning the transaction [§ 1.14(b)] is made to the shareholders who are
entitled to authorize the transaction;

(2) The transaction is approved pursuant to, and is otherwise in accordance with, applicable
provisions of law and the corporation’s charter documents [§ 1.05]; and

3) Eligible holders who are entitled to but do not vote to approve the transaction are entitled
to an appraisal remedy reflecting the general principles embodied in §§ 7.22 (Standards for Determining

Fair Value) and 7.23 (Procedural Standards). * * *
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CHAPTER 3  CALIFORNIA GENERAL CORPORATION LAW
[See Principally Chapter 2 of Business Planning for Mergers and Acquisitions]

A. § 159. “Common shares”

“Common shares” means shares which have no preference over any other shares with respect to
distribution of assets on liquidation or with respect to payment of dividends.

B. § 160. “Control”; Exception

(a) Except as provided in subdivision (b), “control” means the possession, direct or indirect, of the power to
direct or cause the direction of the management and policies of a corporation.

(b) “Control” in Sections 181, 1001, and 1200 means the ownership directly or indirectly of shares or equity
securities possessing more than 50 percent of the voting power of a domestic corporation, a foreign corporation, or
an other business entity.

C. § 161. “Constituent corporation”

“Constituent corporation” means a corporation which is merged with or into one or more other
corporations or one or more other business entities and includes a surviving corporation

D. §175. “Parent”

Except as used in Sections 1001, 1101, and 1113, a “parent” of a specified corporation is an
affiliate in control (Section 160(a)) of that corporation directly or indirectly through one or more intermediaries. In
Sections 1001, 1101, and 1113, “parent” means a person in control (Section 160(b)) of a domestic corporation, a
foreign corporation, or an other business entity.

E. § 181. “Reorganization”

“Reorganization” means either:

(a) A merger pursuant to Chapter 11 (commencing with Section 1100) other than a short-form merger (a
“merger reorganization”).

(b) The acquisition by one domestic corporation, foreign corporation, or other business entity in exchange,
in whole or in part, for its equity securities (or the equity securities of a domestic corporation, a foreign corporation,
or an other business entity which is in control of the acquiring entity) of equity securities of another domestic
corporation, foreign corporation, or other business entity if, immediately after the acquisition, the acquiring entity
has control of the other entity (an “exchange reorganization”).

(¢) The acquisition by one domestic corporation, foreign corporation, or other business entity in exchange
in whole or in part for its equity securities (or the equity securities of a domestic corporation, a foreign corporation,
or an other business entity which is in control of the acquiring entity) or for its debt securities (or debt securities of a
domestic corporation, foreign corporation, or other business entity which is in control of the acquiring entity) which
are not adequately secured and which have a maturity date in excess of five years after the consummation of the
reorganization, or both, of all or substantially all of the assets of another domestic corporation, foreign corporation,
or other business entity (a “sale-of-assets reorganization”).

F. § 183.5. “Share exchange tender offer”

“Share exchange tender offer” means any acquisition by one corporation in exchange in whole or in part for
its equity securities (or the equity securities of a corporation which is in control of the acquiring corporation) of
shares of another corporation, other than an exchange reorganization (subdivision (b) of Section 181).
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California General Corporation Law
G. § 187. “Short-form merger”
“Short-form merger” means a merger pursuant to Section 1110.

H. § 189. “Subsidiary”

(a) Except as provided in subdivision (b), “subsidiary” of a specified corporation means a corporation
shares of which possessing more than 50 percent of the voting power are owned directly or indirectly through one or
more subsidiaries by the specified corporation.

(b) For the purpose of Section 703, “subsidiary” of a specified corporation means a corporation shares of
which possessing more than 25 percent of the voting power are owned directly or indirectly through one or more
subsidiaries as defined in subdivision (a) by the specified corporation.

I § 190. “Surviving corporation”

“Surviving corporation” means a corporation into which one or more other corporations or one or more
other business entities are merged.

J. §194. “Vote”

“Vote” includes authorization by written consent, subject to the provisions of subdivision (b) of Section 307
and subdivision (d) of Section 603.

K. § 194.5. “Voting power”

“Voting power” means the power to vote for the election of directors at the time any determination of
voting power is made and does not include the right to vote upon the happening of some condition or event which
has not yet occurred. In any case where different classes of shares are entitled to vote as separate classes for different
members of the board, the determination of percentage of voting power shall be made on the basis of the percentage
of the total number of authorized directors which the shares in question (whether of one or more classes) have the
power to elect in an election at which all shares then entitled to vote for the election of any directors are voted.

L. § 194.7. “Voting shift”

“Voting shift” means a change, pursuant to or by operation of a provision of the articles, in the relative
rights of the holders of one or more classes or series of shares, voting as one or more separate classes or series, to
elect one or more directors.

M. §402.5. Preferred shares; Provisions regarding majority vote; Voluntary wind up and
dissolution; Distributions

The rights, preferences, privileges, and restrictions granted to or imposed upon a class or series of preferred
shares (Section 176) the designation of which includes either the word “preferred” or the word “preference” may:

(a) Notwithstanding paragraph (9) of subdivision (a) of Section 204, include a provision requiring a vote of
a specified percentage or proportion of the outstanding shares of the class or series that is less than a majority of the
class or series to approve any corporate action, except where the vote of a majority or greater proportion of the class
or series is required by this division, regardless of restrictions or limitations on the voting rights thereof.

(b) Notwithstanding paragraph (5) of subdivision (a) of Section 204, provide that in addition to the
requirement of subdivision (a) of Section 1900 the corporation may voluntarily wind up and dissolve only upon the
vote of a specified percentage (which shall not exceed 66 2/3 percent) of such class or series.

(c) Provide that Section 502 or 503 not apply in whole or in part with respect to distributions on shares
junior to the class or series.
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N. § 1001. Mode of disposition of entire corporate assets

(a) A corporation may sell, lease, convey, exchange, transfer, or otherwise dispose of all or substantially all
of its assets when the principal terms are approved by the board, and, unless the transaction is in the usual and
regular course of its business, approved by the outstanding shares (Section 152), either before or after approval by
the board and before or after the transaction. A transaction constituting a reorganization (Section 181) is subject to
the provisions of Chapter 12 (commencing with Section 1200) and not this section (other than subdivision (d)). A
transaction constituting a conversion (Section 161.9) is subject to the provisions of Chapter 11.5 (commencing with
Section 1150) and not this section.

(b) Notwithstanding approval of the outstanding shares (Section 152), the board may abandon the proposed
transaction without further action by the shareholders, subject to the contractual rights, if any, of third parties.

(c) The sale, lease, conveyance, exchange, transfer or other disposition may be made upon those terms and
conditions and for that consideration as the board may deem in the best interests of the corporation. The
consideration may be money, securities, or other property.

(d) If the acquiring party in a transaction pursuant to subdivision (a) of this section or subdivision (g) of
Section 2001 is in control of or under common control with the disposing corporation, the principal terms of the sale
must be approved by at least 90 percent of the voting power of the disposing corporation unless the disposition is to
a domestic or foreign corporation or other business entity in consideration of the nonredeemable common shares or
nonredeemable equity securities of the acquiring party or its parent.

(e) Subdivision (d) does not apply to any transaction if the Commissioner of Corporations, the Commissioner of
Financial Institutions, the Insurance Commissioner or the Public Utilities Commission has approved the terms and
conditions of the transaction and the fairness of those terms and conditions pursuant to Section 25142, Section 696.5
of the Financial Code, Section 838.5 of the Insurance Code, or Section 822 of the Public Utilities Code.

0. § 1100. Authority to merge

Any two or more corporations may be merged into one of those corporations . A corporation may merge
with one or more domestic corporations (Section 167), foreign corporations (Section 171), or other business entities
(Section 174.5) pursuant to this chapter. Mergers in which a foreign corporation but no other business entity is a
constituent party are governed by Section 1108, and mergers in which an other business entity is a constituent party
are governed by Section 1113.

P. § 1101. Approval of agreement to merge; Contents

The board of each corporation which desires to merge shall approve an agreement of merger. The
constituent corporations shall be parties to the agreement of merger and other persons, including a parent party
(Section 1200), may be parties to the agreement of merger. The agreement shall state all of the following:

(a) The terms and conditions of the merger.

(b) The amendments, subject to Sections 900 and 907, to the articles of the surviving corporation to be
effected by the merger, if any. If any amendment changes the name of the surviving corporation the new name may
be the same as or similar to the name of a disappearing domestic or foreign corporation, subject to subdivision (b) of
Section 201.

(¢) The name and place of incorporation of each constituent corporation and which of the constituent
corporations is the surviving corporation.

(d) The manner of converting the shares of each of the constituent corporations into shares or other
securities of the surviving corporation and, if any shares of any of the constituent corporations are not to be
converted solely into shares or other securities of the surviving corporation, the cash, rights, securities, or other
property which the holders of those shares are to receive in exchange for the shares, which cash, rights, securities, or
other property may be in addition to or in lieu of shares or other securities of the surviving corporation, or that the
shares are canceled without consideration.

(e) Other details or provisions as are desired, if any, including, without limitation, a provision for the
payment of cash in lieu of fractional shares or for any other arrangement with respect thereto consistent with the
provisions of Section 407.

Each share of the same class or series of any constituent corporation (other than the cancellation of shares
held by a constituent corporation or its parent or a wholly owned subsidiary of either in another constituent
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corporation) shall, unless all shareholders of the class or series consent and except as provided in Section 407, be
treated equally with respect to any distribution of cash, rights, securities, or other property. Notwithstanding
subdivision (d), except in a short-form merger, and in the merger of a corporation into its subsidiary in which it owns
at least 90 percent of the outstanding shares of each class, the nonredeemable common shares or nonredeemable
equity securities of a constituent corporation may be converted only into nonredeemable common shares of the
surviving party or a parent party if a constituent corporation or its parent owns, directly or indirectly, prior to the
merger shares of another constituent corporation representing more than 50 percent of the voting power of the other
constituent corporation prior to the merger, unless all of the shareholders of the class consent and except as provided
in Section 407.

Q. § 1102. Signing of agreement

Each corporation shall sign the agreement by its chairman of the board, president or a vice president and
secretary or an assistant secretary acting on behalf of their respective corporations.

R. § 1103. Filing agreement and certificate; Certificate of satisfaction showing certain taxes paid
or secured

After approval of a merger by the board and any approval of the outstanding shares (Section 152) required
by Chapter 12 (commencing with Section 1200), the surviving corporation shall file a copy of the agreement of
merger with an officers’ certificate of each constituent corporation attached stating the total number of outstanding
shares of each class entitled to vote on the merger, that the principal terms of the agreement in the form attached
were approved by that corporation by a vote of a number of shares of each class which equaled or exceeded the vote
required, specifying each class entitled to vote and the percentage vote required of each class, or that the merger
agreement was entitled to be and was approved by the board alone under the provisions of Section 1201. * * *

S. § 1107. Cessation of existence of disappearing corporation and surviving corporations; Rights
of creditors and liens on property; Pending actions

(a) Upon merger pursuant to this chapter the separate existence of the disappearing corporations ceases and
the surviving corporation shall succeed, without other transfer, to all the rights and property of each of the
disappearing corporations and shall be subject to all the debts and liabilities of each in the same manner as if the
surviving corporation had itself incurred them. * * *

T. § 1108. Merger of domestic and foreign corporations; Laws pursued in effecting merger

(a) The merger of any number of domestic corporations with any number of foreign corporations may be
effected if the foreign corporations are authorized by the laws under which they are formed to effect the merger. The
surviving corporation may be any one of the constituent corporations and shall continue to exist under the laws of the
state or place of its incorporation.

(b) If the surviving corporation is a domestic corporation, the merger proceedings with respect to that
corporation and any domestic disappearing corporation shall conform to the provisions of this chapter governing the
merger of domestic corporations, but if the surviving corporation is a foreign corporation, then, subject to the
requirements of subdivision (d) and of Section 407 and Chapters 12 (commencing with Section 1200) and 13
(commencing with Section 1300)(with respect to any domestic constituent corporations), the merger proceedings
may be in accordance with the laws of the state or place of incorporation of the surviving corporation. * * *

u. § 1110. Effecting merger of subsidiary corporation into parent corporation by resolution;
Requirements of resolution; Certificate of ownership

(a) If a domestic corporation owns all the outstanding shares, or owns less than all the outstanding shares
but at least 90 percent of the outstanding shares of each class, of a corporation or corporations, domestic or foreign,
the merger of the subsidiary corporation or corporations into the parent corporation or the merger into the subsidiary
corporation of the parent corporation and any other subsidiary corporation or corporations, may be effected by a
resolution or plan of merger adopted and approved by the board of the parent corporation and the filing of a
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certificate of ownership as provided in subdivision (e). The resolution or plan of merger shall provide for the merger
and shall provide that the surviving corporation assumes all the liabilities of each disappearing corporation and shall
include any other provisions required by this section.

(b) If the parent corporation owns less than all the outstanding shares but at least 90 percent of the
outstanding shares of each class of the subsidiary corporation that is a party to the merger, the resolution or plan of
merger also shall set forth the securities, cash, property, or rights to be issued, paid, delivered, or granted upon
surrender of each outstanding share of the subsidiary corporation not owned by the parent corporation and the entire
resolution or plan of merger as well as the consideration to be received for each share of the subsidiary corporation
not owned by the parent corporation, shall be approved by the board of that subsidiary corporation. * * *

V. § 1200. Board’s approval

A reorganization (Section 181) or a share exchange tender offer (Section 183.5) shall be approved by the
board of:

(a) Each constituent corporation in a merger reorganization;

(b) The acquiring corporation in an exchange reorganization;

(¢) The acquiring corporation and the corporation whose property and assets are acquired in a sale-of-assets
reorganization;

(d) The acquiring corporation in a share exchange tender offer (Section 183.5); and

() The corporation in control of any constituent or acquiring domestic or foreign corporation or other
business entity under subdivision (a), (b) or (¢) and whose equity securities are issued, transferred, or exchanged in
the reorganization (a “parent party”).

w. § 1201. Shareholders’ approval of principal terms; Abandonment of proposed reorganization

(a) The principal terms of a reorganization shall be approved by the outstanding shares (Section 152) of
each class of each corporation the approval of whose board is required under Section 1200, except as provided in
subdivision (b) and except that (unless otherwise provided in the articles) no approval of any class of outstanding
preferred shares of the surviving or acquiring corporation or parent party shall be required if the rights, preferences,
privileges and restrictions granted to or imposed upon that class of shares remain unchanged (subject to the
provisions of subdivision (c)). For the purpose of this subdivision, two classes of common shares differing only as to
voting rights shall be considered as a single class of shares.

(b) No approval of the outstanding shares (Section 152) is required by subdivision (a) in the case of any
corporation if that corporation, or its sharecholders immediately before the reorganization, or both, shall own
(immediately after the reorganization) equity securities, other than any warrant or right to subscribe to or purchase
those equity securities, of the surviving or acquiring corporation or a parent party (subdivision (d) of Section 1200)
possessing more than five-sixths of the voting power of the surviving or acquiring corporation or parent party. In
making the determination of ownership by the shareholders of a corporation, immediately after the reorganization, of
equity securities pursuant to the preceding sentence, equity securities which they owned immediately before the
reorganization as shareholders of another party to the transaction shall be disregarded. For the purpose of this section
only, the voting power of a corporation shall be calculated by assuming the conversion of all equity securities
convertible (immediately or at some future time) into shares entitled to vote but not assuming the exercise of any
warrant or right to subscribe to or purchase those shares.

(¢) Notwithstanding subdivision (b), the principal terms of a reorganization shall be approved by the
outstanding shares (Section 152) of the surviving corporation in a merger reorganization if any amendment is made
to its articles which would otherwise require that approval.

(d) Notwithstanding subdivision (b), the principal terms of a reorganization shall be approved by the
outstanding shares (Section 152) of any class of a corporation which is a party to a merger or sale-of-assets
reorganization if holders of shares of that class receive shares of the surviving or acquiring corporation or parent
party having different rights, preferences, privileges or restrictions than those surrendered. Shares in a foreign
corporation received in exchange for shares in a domestic corporation have different rights, preferences, privileges
and restrictions within the meaning of the preceding sentence.

(e) Notwithstanding subdivisions (a) and (b), the principal terms of a reorganization shall be approved by
the affirmative vote of at least two-thirds of each class of the outstanding shares of any close corporation if the
reorganization would result in their receiving shares of a corporation which is not a close corporation. However, the
articles may provide for a lesser vote, but not less than a majority of the outstanding shares of each class.
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(f) Notwithstanding subdivisions (a) and (b), the principal terms of a reorganization shall be approved by
the outstanding shares (Section 152) of any class of a corporation which is a party to a merger reorganization if
holders of shares of that class receive interests of a surviving other business entity in the merger.

(g) Notwithstanding subdivisions (a) and (b), the principal terms of a reorganization shall be approved by
all shareholders of any class or series if, as a result of the reorganization, the holders of that class or series become
personally liable for any obligations of a party to the reorganization, unless all holders of that class or series have the
dissenters’ rights provided in Chapter 13 (commencing with Section 1300).

(h) Any approval required by this section may be given before or after the approval by the board.
Notwithstanding approval required by this section, the board may abandon the proposed reorganization without
further action by the shareholders, subject to the contractual rights, if any, of third parties.

X. § 1300. Shareholder in short-form merger; Purchase at fair market value; “Dissenting

shares”; “Dissenting shareholder”

(a) If the approval of the outstanding shares (Section 152) of a corporation is required for a reorganization
under subdivisions (a) and (b) or subdivision (e) or (f) of Section 1201, each shareholder of the corporation entitled
to vote on the transaction and each shareholder of a subsidiary corporation in a short-form merger may, by
complying with this chapter, require the corporation in which the shareholder holds shares to purchase for cash at
their fair market value the shares owned by the shareholder which are dissenting shares as defined in subdivision (b).
The fair market value shall be determined as of the day before the first announcement of the terms of the proposed
reorganization or short-form merger, excluding any appreciation or depreciation in consequence of the proposed
action, but adjusted for any stock split, reverse stock split, or share dividend which becomes effective thereafter.

(b) As used in this chapter, “dissenting shares” means shares which come within all of the following
descriptions:

(1) Which were not immediately prior to the reorganization or short-form merger either (A) listed
on any national securities exchange certified by the Commissioner of Corporations under subdivision (o) of

Section 25100 or (B) listed on the National Market System of the NASDAQ Stock Market, and the notice

of meeting of shareholders to act upon the reorganization summarizes this section and Sections 1301, 1302,

1303 and 1304; provided, however, that this provision does not apply to any shares with respect to which

there exists any restriction on transfer imposed by the corporation or by any law or regulation; and

provided, further, that this provision does not apply to any class of shares described in subparagraph (A) or

(B) if demands for payment are filed with respect to 5 percent or more of the outstanding shares of that

class.

(2) Which were outstanding on the date for the determination of shareholders entitled to vote on
the reorganization and (A) were not voted in favor of the reorganization or, (B) if described in subparagraph

(A) or (B) of paragraph (1) (without regard to the provisos in that paragraph), were voted against the

reorganization, or which were held of record on the effective date of a short-form merger; provided,

however, that subparagraph (A) rather than subparagraph (B) of this paragraph applies in any case where
the approval required by Section 1201 is sought by written consent rather than at a meeting.
(3) Which the dissenting shareholder has demanded that the corporation purchase at their fair

market value, in accordance with Section 1301.

(4) Which the dissenting shareholder has submitted for endorsement, in accordance with Section

1302.

(c) As used in this chapter, “dissenting shareholder” means the record holder of dissenting shares and
includes a transferee of record.

Y. § 1301. Notice to holder of dissenting shares of reorganization approval; Demand for
purchase of shares; Contents of demand

(a) If, in the case of a reorganization, any shareholders of a corporation have a right under Section 1300,
subject to compliance with paragraphs (3) and (4) of subdivision (b) thereof, to require the corporation to purchase
their shares for cash, such corporation shall mail to each such shareholder a notice of the approval of the
reorganization by its outstanding shares (Section 152) within 10 days after the date of such approval, accompanied
by a copy of Sections 1300, 1302, 1303, 1304 and this section, a statement of the price determined by the
corporation to represent the fair market value of the dissenting shares, and a brief description of the procedure to be
followed if the shareholder desires to exercise the shareholder’s right under such sections. The statement of price
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constitutes an offer by the corporation to purchase at the price stated any dissenting shares as defined in subdivision
(b) of Section 1300, unless they lose their status as dissenting shares under Section 1309.

(b) Any shareholder who has a right to require the corporation to purchase the shareholder’s shares for cash
under Section 1300, subject to compliance with paragraphs (3) and (4) of subdivision (b) thereof, and who desires
the corporation to purchase such shares shall make written demand upon the corporation for the purchase of such
shares and payment to the shareholder in cash of their fair market value. * * *

Z § 1302. Stamping or endorsing dissenting shares ***

AA. §1303. Dissenting shareholder entitled to agreed price with interest thereon; When price to be paid
sk

BB. §1304. Action by dissenters to determine whether shares are dissenting shares or fair market value
of dissenting shares or both; Joinder of shareholders; Consolidation of actions;
Determination of issues; Appointment of appraisers

(a) If the corporation denies that the shares are dissenting shares, or the corporation and the shareholder fail
to agree upon the fair market value of the shares, then the shareholder demanding purchase of such shares as
dissenting shares or any interested corporation, within six months after the date on which notice of the approval by
the outstanding shares (Section 152) or notice pursuant to subdivision (i) of Section 1110 was mailed to the
shareholder, but not thereafter, may file a complaint in the superior court of the proper county praying the court to
determine whether the shares are dissenting shares or the fair market value of the dissenting shares or both or may
intervene in any action pending on such a complaint. * * *

CC. §1305. Duty and report of appraisers; Court’s confirmation of report; Determination of fair
market value by court; Judgment and payment; Appeal; Costs of action ***

DD. §1306. Prevention of payment to holders of dissenting shares of fair market value; Effect ***
EE. §1307. Disposition of dividends upon dissenting shares ***

FF. § 1308. Rights and privileges of dissenting shares; Withdrawal of demand for payment ***
GG. §1309. When dissenting shares lose their status ***

HH.  §1310. Suspension of proceedings for compensation or valuation pending litigation ***

Il. § 1311. Shares to which chapter inapplicable

This chapter, except Section 1312, does not apply to classes of shares whose terms and provisions
specifically set forth the amount to be paid in respect to such shares in the event of a reorganization or merger.

JJ. § 1312. Attack on validity of reorg or short-form merger; Rights of shareholders; Burden of proof

(a) No shareholder of a corporation who has a right under this chapter to demand payment of cash for the
shares held by the shareholder shall have any right at law or in equity to attack the validity of the reorganization or
short-form merger, or to have the reorganization or short-form merger set aside or rescinded, except in an action to
test whether the number of shares required to authorize or approve the reorganization have been legally voted in
favor thereof; but any holder of shares of a class whose terms and provisions specifically set forth the amount to be
paid in respect to them in the event of a reorganization or short-form merger is entitled to payment in accordance
with those terms and provisions or, if the principal terms of the reorganization are approved pursuant to subdivision
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(b) of Section 1202, is entitled to payment in accordance with the terms and provisions of the approved
reorganization.

(b) If one of the parties to a reorganization or short-form merger is directly or indirectly controlled by, or
under common control with, another party to the reorganization or short-form merger, subdivision (a) shall not apply
to any shareholder of such party who has not demanded payment of cash for such sharcholder’s shares pursuant to
this chapter; but if the shareholder institutes any action to attack the validity of the reorganization or short-form
merger or to have the reorganization or short-form merger set aside or rescinded, the shareholder shall not thereafter
have any right to demand payment of cash for the shareholder’s shares pursuant to this chapter. The court in any
action attacking the validity of the reorganization or short-form merger or to have the reorganization or short-form
merger set aside or rescinded shall not restrain or enjoin the consummation of the transaction except upon 10 days’
prior notice to the corporation and upon a determination by the court that clearly no other remedy will adequately
protect the complaining shareholder or the class of shareholders of which such shareholder is a member.

(c) If one of the parties to a reorganization or short-form merger is directly or indirectly controlled by, or
under common control with, another party to the reorganization or short-form merger, in any action to attack the
validity of the reorganization or short-form merger or to have the reorganization or short-form merger set aside or
rescinded, (1) a party to a reorganization or short-form merger which controls another party to the reorganization or
short-form merger shall have the burden of proving that the transaction is just and reasonable as to the shareholders
of the controlled party, and (2) a person who controls two or more parties to a reorganization shall have the burden
of proving that the transaction is just and reasonable as to the sharcholders of any party so controlled.

KK. §1900. Dissolution elections by vote of shareholders; Election by approval of board

(a) Any corporation may elect voluntarily to wind up and dissolve by the vote of shareholders holding
shares representing 50 percent or more of the voting power. * * *
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CHAPTER 4 DELAWARE GENERAL CORPORATION LAW
[See Principally Chapters 2, 3, 22 and 23 of 26 of Business Planning for Mergers and Acquisitions]

A. § 101. Incorporators; how corporation formed; purposes

(a) Any person, partnership, association or corporation, singly or jointly with others, and without regard to
such person’s or entity’s residence, domicile or state of incorporation, may incorporate or organize a corporation
under this chapter by filing with the Division of Corporations in the Department of State a certificate of
incorporation which shall be executed, acknowledged and filed in accordance with § 103 of this title.

(b) A corporation may be incorporated or organized under this chapter to conduct or promote any lawful
business or purposes, except as may otherwise be provided by the Constitution or other law of this State.

(c) Corporations for constructing, maintaining and operating public utilities, whether in or outside of this
State, may be organized under this chapter, but corporations for constructing, maintaining and operating public
utilities within this State shall be subject to, in addition to this chapter, the special provisions and requirements of
Title 26 applicable to such corporations.

B. § 102. Contents of certificate of incorporation

(a) The certificate of incorporation shall set forth:

(1) The name of the corporation, which (i) shall contain 1 of the words “association,
“corporation, ...

(2) The address (which shall include the street, number, city and county) of the corporation’s
registered office in this State, and the name of its registered agent at such address;

(3) The nature of the business or purposes to be conducted or promoted. It shall be sufficient to
state, either alone or with other businesses or purposes, that the purpose of the corporation is to engage in
any lawful act or activity for which corporations may be organized under the General Corporation Law of
Delaware, and by such statement all lawful acts and activities shall be within the purposes of the
corporation, except for express limitations, if any;

(4) If the corporation is to be authorized to issue only 1 class of stock, the total number of shares of
stock which the corporation shall have authority to issue and the par value of each of such shares, or a
statement that all such shares are to be without par value. If the corporation is to be authorized to issue more
than 1 class of stock, the certificate of incorporation shall set forth the total number of shares of all classes
of stock which the corporation shall have authority to issue and the number of shares of each class and shall
specify each class the shares of which are to be without par value and each class the shares of which are to
have par value and the par value of the shares of each such class. The certificate of incorporation shall also
set forth a statement of the designations and the powers, preferences and rights, and the qualifications,
limitations or restrictions thereof, which are permitted by § 151 of this title in respect of any class or classes
of stock or any series of any class of stock of the corporation and the fixing of which by the certificate of
incorporation is desired, and an express grant of such authority as it may then be desired to grant to the
board of directors to fix by resolution or resolutions any thereof that may be desired but which shall not be
fixed by the certificate of incorporation. ...

(5) The name and mailing address of the incorporator or incorporators;

(6) If the powers of the incorporator or incorporators are to terminate upon the filing of the
certificate of incorporation, the names and mailing addresses of the persons who are to serve as directors
until the first annual meeting of stockholders or until their successors are elected and qualify.

(b) In addition to the matters required to be set forth in the certificate of incorporation by subsection (a) of
this section, the certificate of incorporation may also contain any or all of the following matters:

(1) Any provision for the management of the business and for the conduct of the affairs of the
corporation, and any provision creating, defining, limiting and regulating the powers of the corporation, the
directors, and the stockholders, or any class of the stockholders, or the members of a nonstock corporation;
if such provisions are not contrary to the laws of this State. Any provision which is required or permitted by
any section of this chapter to be stated in the bylaws may instead be stated in the certificate of
incorporation; * * *
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(4) Provisions requiring for any corporate action, the vote of a larger portion of the stock or of any
class or series thereof, or of any other securities having voting power, or a larger number of the directors,
than is required by this chapter;

(7) A provision eliminating or limiting the personal liability of a director to the corporation or its
stockholders for monetary damages for breach of fiduciary duty as a director, provided that such provision
shall not eliminate or limit the liability of a director: (i) For any breach of the director’s duty of loyalty to
the corporation or its stockholders; (ii) for acts or omissions not in good faith or which involve intentional
misconduct or a knowing violation of law; (iii) under § 174 of this title; or (iv) for any transaction from
which the director derived an improper personal benefit. No such provision shall eliminate or limit the
liability of a director for any act or omission occurring prior to the date when such provision becomes
effective. All references in this paragraph to a director shall also be deemed to refer (x) to a member of the
governing body of a corporation which is not authorized to issue capital stock, and (y) to such other person
or persons, if any, who, pursuant to a provision of the certificate of incorporation in accordance with §
141(a) of this title, exercise or perform any of the powers or duties otherwise conferred or imposed upon the
board of directors by this title.

(c) It shall not be necessary to set forth in the certificate of incorporation any of the powers conferred on
corporations by this chapter. * * *

C. § 109. Bylaws

(a) The original or other bylaws of a corporation may be adopted, amended or repealed by the
incorporators, by the initial directors if they were named in the certificate of incorporation, or, before a corporation
has received any payment for any of its stock, by its board of directors. After a corporation has received any payment
for any of its stock, the power to adopt, amend or repeal bylaws shall be in the stockholders entitled to vote, or, in
the case of a nonstock corporation, in its members entitled to vote; provided, however, any corporation may, in its
certificate of incorporation, confer the power to adopt, amend or repeal bylaws upon the directors or, in the case of a
nonstock corporation, upon its governing body by whatever name designated. The fact that such power has been so
conferred upon the directors or governing body, as the case may be, shall not divest the stockholders or members of
the power, nor limit their power to adopt, amend or repeal bylaws.

(b) The bylaws may contain any provision, not inconsistent with law or with the certificate of incorporation,
relating to the business of the corporation, the conduct of its affairs, and its rights or powers or the rights or powers
of its stockholders, directors, officers or employees.

D. § 141. Board of directors; powers; number, qualifications, terms and quorum; committees;
classes of directors; nonprofit corporations; reliance upon books; action without meeting; removal

(a) The business and affairs of every corporation organized under this chapter shall be managed by or under
the direction of a board of directors, except as may be otherwise provided in this chapter or in its certificate of
incorporation. If any such provision is made in the certificate of incorporation, the powers and duties conferred or
imposed upon the board of directors by this chapter shall be exercised or performed to such extent and by such
person or persons as shall be provided in the certificate of incorporation.

(b) The board of directors of a corporation shall consist of 1 or more members, each of whom shall be a
natural person. The number of directors shall be fixed by, or in the manner provided in, the bylaws, unless the
certificate of incorporation fixes the number of directors, in which case a change in the number of directors shall be
made only by amendment of the certificate. Directors need not be stockholders unless so required by the certificate
of incorporation or the bylaws. The certificate of incorporation or bylaws may prescribe other qualifications for
directors. Each director shall hold office until such director’s successor is elected and qualified or until such
director’s earlier resignation or removal. Any director may resign at any time upon notice given in writing or by
electronic transmission to the corporation. A majority of the total number of directors shall constitute a quorum for
the transaction of business unless the certificate of incorporation or the bylaws require a greater number. Unless the
certificate of incorporation provides otherwise, the bylaws may provide that a number less than a majority shall
constitute a quorum which in no case shall be less than 1/3 of the total number of directors except that when a board
of 1 director is authorized under this section, then 1 director shall constitute a quorum. The vote of the majority of
the directors present at a meeting at which a quorum is present shall be the act of the board of directors unless the
certificate of incorporation or the bylaws shall require a vote of a greater number.

(c) % %k ok
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(2) The board of directors may designate 1 or more committees, each committee to consist of 1 or
more of the directors of the corporation. The board may designate 1 or more directors as alternate members
of any committee, who may replace any absent or disqualified member at any meeting of the committee.
The bylaws may provide that in the absence or disqualification of a member of a committee, the member or
members present at any meeting and not disqualified from voting, whether or not such member or members
constitute a quorum, may unanimously appoint another member of the board of directors to act at the
meeting in the place of any such absent or disqualified member. Any such committee, to the extent provided
in the resolution of the board of directors, or in the bylaws of the corporation, shall have and may exercise
all the powers and authority of the board of directors in the management of the business and affairs of the
corporation, and may authorize the seal of the corporation to be affixed to all papers which may require it;
but no such committee shall have the power or authority in reference to the following matter: (i) approving
or adopting, or recommending to the stockholders, any action or matter (other than the election or removal
of directors) expressly required by this chapter to be submitted to stockholders for approval or (ii) adopting,
amending or repealing any bylaw of the corporation.

(3) Unless otherwise provided in the certificate of incorporation, the bylaws or the resolution of the
board of directors designating the committee, a committee may create 1 or more subcommittees, each
subcommittee to consist of 1 or more members of the committee, and delegate to a subcommittee any or all
of the powers and authority of the committee.

(d) The directors of any corporation organized under this chapter may, by the certificate of incorporation or
by an initial bylaw, or by a bylaw adopted by a vote of the stockholders, be divided into 1, 2 or 3 classes; the term of
office of those of the first class to expire at the annual meeting next ensuing; of the second class 1 year thereafter; of
the third class 2 years thereafter; and at each annual election held after such classification and election, directors
shall be chosen for a full term, as the case may be, to succeed those whose terms expire. * * *

(e) A member of the board of directors, or a member of any committee designated by the board of directors,
shall, in the performance of such member’s duties, be fully protected in relying in good faith upon the records of the
corporation and upon such information, opinions, reports or statements presented to the corporation by any of the
corporation’s officers or employees, or committees of the board of directors, or by any other person as to matters the
member reasonably believes are within such other person’s professional or expert competence and who has been
selected with reasonable care by or on behalf of the corporation. * * *

(k) Any director or the entire board of directors may be removed, with or without cause, by the holders of a
majority of the shares then entitled to vote at an election of directors, except as follows:

(1) Unless the certificate of incorporation otherwise provides, in the case of a corporation whose
board is classified as provided in subsection (d) of this section, shareholders may effect such removal only
for cause; or

(2) In the case of a corporation having cumulative voting, if less than the entire board is to be
removed, no director may be removed without cause if the votes cast against such director’s removal would
be sufficient to elect such director if then cumulatively voted at an election of the entire board of directors,
or, if there be classes of directors, at an election of the class of directors of which such director is a part.

Whenever the holders of any class or series are entitled to elect 1 or more directors by the
certificate of incorporation, this subsection shall apply, in respect to the removal without cause of a director
or directors so elected, to the vote of the holders of the outstanding shares of that class or series and not to
the vote of the outstanding shares as a whole.

E. § 142(a). Officers; titles, duties, selection, term; failure to elect; vacancies

(a) Every corporation organized under this chapter shall have such officers with such titles and duties as
shall be stated in the bylaws or in a resolution of the board of directors which is not inconsistent with the bylaws and
as may be necessary to enable it to sign instruments and stock certificates which comply with §§ 103(a)(2) and 158
of this title. One of the officers shall have the duty to record the proceedings of the meetings of the stockholders and
directors in a book to be kept for that purpose. Any number of offices may be held by the same person unless the
certificate of incorporation or bylaws otherwise provide. * * *

F. § 144. Interested directors; quorum

(a) No contract or transaction between a corporation and 1 or more of its directors or officers, or between a
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corporation and any other corporation, partnership, association, or other organization in which 1 or more of its
directors or officers, are directors or officers, or have a financial interest, shall be void or voidable solely for this
reason, or solely because the director or officer is present at or participates in the meeting of the board or committee
which authorizes the contract or transaction, or solely because any such director’s or officer’s votes are counted for
such purpose, if:

(1) The material facts as to the director’s or officer’s relationship or interest and as to the contract
or transaction are disclosed or are known to the board of directors or the committee, and the board or
committee in good faith authorizes the contract or transaction by the affirmative votes of a majority of the
disinterested directors, even though the disinterested directors be less than a quorum; or

(2) The material facts as to the director’s or officer’s relationship or interest and as to the contract
or transaction are disclosed or are known to the shareholders entitled to vote thereon, and the contract or
transaction is specifically approved in good faith by vote of the shareholders; or

(3) The contract or transaction is fair as to the corporation as of the time it is authorized, approved
or ratified, by the board of directors, a committee or the shareholders.

(b) Common or interested directors may be counted in determining the presence of a quorum at a meeting of
the board of directors or of a committee which authorizes the contract or transaction.

G. § 145. Indemnification of officers, directors, employees and agents; insurance

(a) A corporation shall have power to indemnify any person who was or is a party or is threatened to be
made a party to any threatened, pending or completed action, suit or proceeding, whether civil, criminal,
administrative or investigative (other than an action by or in the right of the corporation) by reason of the fact that
the person is or was a director, officer, employee or agent of the corporation, or is or was serving at the request of the
corporation as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or other
enterprise, against expenses (including attorneys’ fees), judgments, fines and amounts paid in settlement actually and
reasonably incurred by the person in connection with such action, suit or proceeding if the person acted in good faith
and in a manner the person reasonably believed to be in or not opposed to the best interests of the corporation, and,
with respect to any criminal action or proceeding, had no reasonable cause to believe the person’s conduct was
unlawful. The termination of any action, suit or proceeding by judgment, order, settlement, conviction, or upon a
plea of nolo contendere or its equivalent, shall not, of itself, create a presumption that the person did not act in good
faith and in a manner which the person reasonably believed to be in or not opposed to the best interests of the
corporation, and, with respect to any criminal action or proceeding, had reasonable cause to believe that the person’s
conduct was unlawful. * * *

(g) A corporation shall have power to purchase and maintain insurance on behalf of any person who is or
was a director, officer, employee or agent of the corporation, or is or was serving at the request of the corporation as
a director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise
against any liability asserted against such person and incurred by such person in any such capacity, or arising out of
such person’s status as such, whether or not the corporation would have the power to indemnify such person against
such liability under this section. * * *

H. § 146. Submission of matters for stockholder vote

A corporation may agree to submit a matter to a vote of its stockholders whether or not the board of
directors determines at any time subsequent to approving such matter that such matter is no longer advisable and
recommends that the stockholders reject or vote against the matter.

I § 154. Determination of amount of capital; capital, surplus and net assets defined

Any corporation may, by resolution of its board of directors, determine that only a part of the consideration
which shall be received by the corporation for any of the shares of its capital stock which it shall issue from time to
time shall be capital; but, in case any of the shares issued shall be shares having a par value, the amount of the part of
such consideration so determined to be capital shall be in excess of the aggregate par value of the shares issued for
such consideration having a par value, unless all the shares issued shall be shares having a par value, in which case
the amount of the part of such consideration so determined to be capital need be only equal to the aggregate par value of
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J. § 157. Rights and options respecting stock

(a) Subject to any provisions in the certificate of incorporation, every corporation may create and issue,
whether or not in connection with the issue and sale of any shares of stock or other securities of the corporation,
rights or options entitling the holders thereof to acquire from the corporation any shares of its capital stock of any
class or classes, such rights or options to be evidenced by or in such instrument or instruments as shall be approved
by the board of directors.

(b) The terms upon which, including the time or times which may be limited or unlimited in duration, at or
within which, and the consideration (including a formula by which such consideration may be determined) for which
any such shares may be acquired from the corporation upon the exercise of any such right or option, shall be such as
shall be stated in the certificate of incorporation, or in a resolution adopted by the board of directors providing for
the creation and issue of such rights or options, and, in every case, shall be set forth or incorporated by reference in
the instrument or instruments evidencing such rights or options. In the absence of actual fraud in the transaction, the
judgment of the directors as to the consideration for the issuance of such rights or options and the sufficiency thereof
shall be conclusive. * * *

K. § 160. Corporation’s powers respecting ownership, voting, etc., of its own stock; rights of stock
called for redemption

(a) Every corporation may purchase, redeem, receive, take or otherwise acquire, own and hold, sell, lend,
exchange, transfer or otherwise dispose of, pledge, use and otherwise deal in and with its own shares; provided,
however, that no corporation shall:

(1) Purchase or redeem its own shares of capital stock for cash or other property when the capital of the
corporation is impaired or when such purchase or redemption would cause any impairment of the capital of the
corporation, * * *

L. § 170. Dividends; payment; wasting asset corporations

(a) The directors of every corporation, subject to any restrictions contained in its certificate of
incorporation, may declare and pay dividends upon the shares of its capital stock, * * * either (1) out of its surplus,
as defined in and computed in accordance with §§ 154 and 244 of this title, or (2) in case there shall be no such

surplus, out of its net profits for the fiscal year in which the dividend is declared and/or the preceding fiscal year. * *
*

M. § 172. Liability of directors and committee members as to dividends or stock redemption

A member of the board of directors, or a member of any committee designated by the board of directors,
shall be fully protected in relying in good faith upon the records of the corporation and upon such information,
opinions, reports or statements presented to the corporation by any of its officers or employees, or committees of the
board of directors, or by any other person as to matters the director reasonably believes are within such other
person’s professional or expert competence and who has been selected with reasonable care by or on behalf of the
corporation, as to the value and amount of the assets, liabilities and/or net profits of the corporation or any other
facts pertinent to the existence and amount of surplus or other funds from which dividends might properly be
declared and paid, or with which the corporation’s stock might properly be purchased or redeemed.

N. § 173. Declaration and payment of dividends

No corporation shall pay dividends except in accordance with this chapter. Dividends may be paid in cash,
in property, or in shares of the corporation’s capital stock. If the dividend is to be paid in shares of the corporation’s
theretofore unissued capital stock the board of directors shall, by resolution, direct that there be designated as capital
in respect of such shares an amount which is not less than the aggregate par value of par value being declared as a

29



Copyright © 2015 Samuel C. Thompson, Jr. All rights reserved.

Delaware General Corporation Law

dividend and, in the case of shares without par value being declared as a dividend, such amount as shall be
determined by the board of directors. No such designation as capital shall be necessary if shares are being distributed
by a corporation pursuant to a split-up or division of its stock rather than as payment of a dividend declared payable
in stock of the corporation.

0. § 174. Liability of directors for unlawful payment of dividend or unlawful stock purchase or
redemption; exoneration from liability; contribution among directors; subrogation

(a) In case of any wilful or negligent violation of § 160 or 173 of this title, the directors under whose
administration the same may happen shall be jointly and severally liable, at any time within 6 years after paying such
unlawful dividend or after such unlawful stock purchase or redemption, to the corporation, and to its creditors in the
event of its dissolution or insolvency, to the full amount of the dividend unlawfully paid, or to the full amount
unlawfully paid for the purchase or redemption of the corporation’s stock, with interest from the time such liability
accrued. ** *

P. § 203. Business combinations with interested stockholders

(a) Notwithstanding any other provisions of this chapter, a corporation shall not engage in any business
combination with any interested stockholder for a period of 3 years following the time that such stockholder became
an interested stockholder, unless:

(1) Prior to such time the board of directors of the corporation approved either the business
combination or the transaction which resulted in the stockholder becoming an interested stockholder;

(2) Upon consummation of the transaction which resulted in the stockholder becoming an
interested stockholder, the interested stockholder owned at least 85% of the voting stock of the corporation
outstanding at the time the transaction commenced, excluding for purposes of determining the voting stock
outstanding (but not the outstanding voting stock owned by the interested stockholder) those shares owned
(i) by persons who are directors and also officers and (ii) employee stock plans in which employee
participants do not have the right to determine confidentially whether shares held subject to the plan will be
tendered in a tender or exchange offer; or

(3) At or subsequent to such time the business combination is approved by the board of directors
and authorized at an annual or special meeting of stockholders, and not by written consent, by the
affirmative vote of at least 66 2/3% of the outstanding voting stock which is not owned by the interested
stockholder.

(b) The restrictions contained in this section shall not apply if:

(1) The corporation’s original certificate of incorporation contains a provision expressly electing
not to be governed by this section;

(2) The corporation, by action of its board of directors, adopts an amendment to its bylaws within
90 days of February 2, 1988, expressly electing not to be governed by this section, which amendment shall
not be further amended by the board of directors;

(3) The corporation, by action of its stockholders, adopts an amendment to its certificate of
incorporation or bylaws expressly electing not to be governed by this section; provided that, in addition to
any other vote required by law, such amendment to the certificate of incorporation or bylaws must be
approved by the affirmative vote of a majority of the shares entitled to vote. An amendment adopted
pursuant to this paragraph shall be effective immediately in the case of a corporation that both (i) has never
had a class of voting stock that falls within any of the 3 categories set out in subsection (b)(4) hereof, and
(i) has not elected by a provision in its original certificate of incorporation or any amendment thereto to be
governed by this section. In all other cases, an amendment adopted pursuant to this paragraph shall not be
effective until 12 months after the adoption of such amendment and shall not apply to any business
combination between such corporation and any person who became an interested stockholder of such
corporation on or prior to such adoption. A bylaw amendment adopted pursuant to this paragraph shall not
be further amended by the board of directors;

(4) The corporation does not have a class of voting stock that is: (i) Listed on a national securities
exchange; (ii) authorized for quotation on The NASDAQ Stock Market; or (iii) held of record by more than
2,000 stockholders, unless any of the foregoing results from action taken, directly or indirectly, by an
interested stockholder or from a transaction in which a person becomes an interested stockholder;

(5) A stockholder becomes an interested stockholder inadvertently and (i) as soon as practicable
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divests itself of ownership of sufficient shares so that the stockholder ceases to be an interested stockholder;
and (ii) would not, at any time within the 3-year period immediately prior to a business combination
between the corporation and such stockholder, have been an interested stockholder but for the inadvertent
acquisition of ownership;

(6) The business combination is proposed prior to the consummation or abandonment of and
subsequent to the earlier of the public announcement or the notice required hereunder of a proposed
transaction which (i) constitutes one of the transactions described in the 2nd sentence of this paragraph; (ii)
is with or by a person who either was not an interested stockholder during the previous 3 years or who
became an interested stockholder with the approval of the corporation’s board of directors or during the
period described in paragraph (7) of this subsection (b); and (iii) is approved or not opposed by a majority
of the members of the board of directors then in office (but not less than 1) who were directors prior to any
person becoming an interested stockholder during the previous 3 years or were recommended for election or
elected to succeed such directors by a majority of such directors. The proposed transactions referred to in
the preceding sentence are limited to (x) a merger or consolidation of the corporation (except for a merger
in respect of which, pursuant to § 251(f) of this title, no vote of the stockholders of the corporation is
required); (y) a sale, lease, exchange, mortgage, pledge, transfer or other disposition (in 1 transaction or a
series of transactions), whether as part of a dissolution or otherwise, of assets of the corporation or of any
direct or indirect majority-owned subsidiary of the corporation (other than to any direct or indirect wholly-
owned subsidiary or to the corporation) having an aggregate market value equal to 50% or more of either
that aggregate market value of all of the assets of the corporation determined on a consolidated basis or the
aggregate market value of all the outstanding stock of the corporation; or (z) a proposed tender or exchange
offer for 50% or more of the outstanding voting stock of the corporation. The corporation shall give not less
than 20 days’ notice to all interested stockholders prior to the consummation of any of the transactions
described in clause (x) or (y) of the 2nd sentence of this paragraph; or

(7) The business combination is with an interested stockholder who became an interested
stockholder at a time when the restrictions contained in this section did not apply by reason of any of
paragraphs (1) through (4) of this subsection (b), provided, however, that this paragraph (7) shall not apply
if, at the time such interested stockholder became an interested stockholder, the corporation’s certificate of
incorporation contained a provision authorized by the last sentence of this subsection (b).

Notwithstanding paragraphs (1), (2), (3) and (4) of this subsection, a corporation may elect by a
provision of its original certificate of incorporation or any amendment thereto to be governed by this
section; provided that any such amendment to the certificate of incorporation shall not apply to restrict a
business combination between the corporation and an interested stockholder of the corporation if the
interested stockholder became such prior to the effective date of the amendment.

(c) As used in this section only, the term:

(1) “Affiliate” means a person that directly, or indirectly through 1 or more intermediaries,
controls, or is controlled by, or is under common control with, another person.

(2) “Associate,” when used to indicate a relationship with any person, means: (i) Any corporation,
partnership, unincorporated association or other entity of which such person is a director, officer or partner
or is, directly or indirectly, the owner of 20% or more of any class of voting stock; (ii) any trust or other
estate in which such person has at least a 20% beneficial interest or as to which such person serves as
trustee or in a similar fiduciary capacity; and (iii) any relative or spouse of such person, or any relative of
such spouse, who has the same residence as such person.

(3) “Business combination,” when used in reference to any corporation and any interested
stockholder of such corporation, means:

(i) Any merger or consolidation of the corporation or any direct or indirect majority-
owned subsidiary of the corporation with (A) the interested stockholder, or (B) with any other
corporation, partnership, unincorporated association or other entity if the merger or consolidation
is caused by the interested stockholder and as a result of such merger or consolidation subsection
(a) of this section is not applicable to the surviving entity;

(i1) Any sale, lease, exchange, mortgage, pledge, transfer or other disposition (in 1
transaction or a series of transactions), except proportionately as a stockholder of such corporation,
to or with the interested stockholder, whether as part of a dissolution or otherwise, of assets of the
corporation or of any direct or indirect majority-owned subsidiary of the corporation which assets
have an aggregate market value equal to 10% or more of either the aggregate market value of all
the assets of the corporation determined on a consolidated basis or the aggregate market value of
all the outstanding stock of the corporation;
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(iii) Any transaction which results in the issuance or transfer by the corporation or by any
direct or indirect majority-owned subsidiary of the corporation of any stock of the corporation or
of such subsidiary to the interested stockholder, except: (A) Pursuant to the exercise, exchange or
conversion of securities exercisable for, exchangeable for or convertible into stock of such
corporation or any such subsidiary which securities were outstanding prior to the time that the
interested stockholder became such; (B) pursuant to a merger under § 251(g) of this title; (C)
pursuant to a dividend or distribution paid or made, or the exercise, exchange or conversion of
securities exercisable for, exchangeable for or convertible into stock of such corporation or any
such subsidiary which security is distributed, pro rata to all holders of a class or series of stock of
such corporation subsequent to the time the interested stockholder became such; (D) pursuant to an
exchange offer by the corporation to purchase stock made on the same terms to all holders of said
stock; or (E) any issuance or transfer of stock by the corporation; provided however, that in no
case under items (C)-(E) of this subparagraph shall there be an increase in the interested
stockholder’s proportionate share of the stock of any class or series of the corporation or of the
voting stock of the corporation;

(iv) Any transaction involving the corporation or any direct or indirect majority-owned
subsidiary of the corporation which has the effect, directly or indirectly, of increasing the
proportionate share of the stock of any class or series, or securities convertible into the stock of
any class or series, of the corporation or of any such subsidiary which is owned by the interested
stockholder, except as a result of immaterial changes due to fractional share adjustments or as a
result of any purchase or redemption of any shares of stock not caused, directly or indirectly, by
the interested stockholder; or

(v) Any receipt by the interested stockholder of the benefit, directly or indirectly (except
proportionately as a stockholder of such corporation), of any loans, advances, guarantees, pledges
or other financial benefits (other than those expressly permitted in subparagraphs (i)-(iv) of this
paragraph) provided by or through the corporation or any direct or indirect majority-owned
subsidiary.

(4) “Control,” including the terms “controlling,” “controlled by” and “under common control
with,” means the possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of a person, whether through the ownership of voting stock, by contract or
otherwise. A person who is the owner of 20% or more of the outstanding voting stock of any corporation,
partnership, unincorporated association or other entity shall be presumed to have control of such entity, in
the absence of proof by a preponderance of the evidence to the contrary; Notwithstanding the foregoing, a
presumption of control shall not apply where such person holds voting stock, in good faith and not for the
purpose of circumventing this section, as an agent, bank, broker, nominee, custodian or trustee for 1 or
more owners who do not individually or as a group have control of such entity.

(5) “Interested stockholder” means any person (other than the corporation and any direct or
indirect majority-owned subsidiary of the corporation) that (i) is the owner of 15% or more of the
outstanding voting stock of the corporation, or (ii) is an affiliate or associate of the corporation and was the
owner of 15% or more of the outstanding voting stock of the corporation at any time within the 3-year
period immediately prior to the date on which it is sought to be determined whether such person is an
interested stockholder, and the affiliates and associates of such person; provided, however, that the term
“interested stockholder” shall not include (x) any person who (A) owned shares in excess of the 15%
limitation set forth herein as of, or acquired such shares pursuant to a tender offer commenced prior to,
December 23, 1987, or pursuant to an exchange offer announced prior to the aforesaid date and commenced
within 90 days thereafter and either (I) continued to own shares in excess of such 15% limitation or would
have but for action by the corporation or (I) is an affiliate or associate of the corporation and so continued
(or so would have continued but for action by the corporation) to be the owner of 15% or more of the
outstanding voting stock of the corporation at any time within the 3-year period immediately prior to the
date on which it is sought to be determined whether such a person is an interested stockholder or (B)
acquired said shares from a person described in item (A) of this paragraph by gift, inheritance or in a
transaction in which no consideration was exchanged; or (y) any person whose ownership of shares in
excess of the 15% limitation set forth herein is the result of action taken solely by the corporation; provided
that such person shall be an interested stockholder if thereafter such person acquires additional shares of
voting stock of the corporation, except as a result of further corporate action not caused, directly or
indirectly, by such person. For the purpose of determining whether a person is an interested stockholder, the
voting stock of the corporation deemed to be outstanding shall include stock deemed to be owned by the
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person through application of paragraph (9) of this subsection but shall not include any other unissued stock
of such corporation which may be issuable pursuant to any agreement, arrangement or understanding, or
upon exercise of conversion rights, warrants or options, or otherwise.

(6) “Person” means any individual, corporation, partnership, unincorporated association or other
entity.

(7) “Stock” means, with respect to any corporation, capital stock and, with respect to any other
entity, any equity interest.

(8) “Voting stock” means, with respect to any corporation, stock of any class or series entitled to
vote generally in the election of directors and, with respect to any entity that is not a corporation, any equity
interest entitled to vote generally in the election of the governing body of such entity. Every reference to a
percentage of voting stock shall refer to such percentage of the votes of such voting stock.

(9) “Owner,” including the terms “own” and “owned,” when used with respect to any stock, means
a person that individually or with or through any of its affiliates or associates:

(i) Beneficially owns such stock, directly or indirectly; or

(i1) Has (A) the right to acquire such stock (whether such right is exercisable immediately
or only after the passage of time) pursuant to any agreement, arrangement or understanding, or
upon the exercise of conversion rights, exchange rights, warrants or options, or otherwise;

provided, however, that a person shall not be deemed the owner of stock tendered pursuant to a

tender or exchange offer made by such person or any of such person’s affiliates or associates until

such tendered stock is accepted for purchase or exchange; or (B) the right to vote such stock
pursuant to any agreement, arrangement or understanding; provided, however, that a person shall
not be deemed the owner of any stock because of such person’s right to vote such stock if the
agreement, arrangement or understanding to vote such stock arises solely from a revocable proxy
or consent given in response to a proxy or consent solicitation made to 10 or more persons; or
(iii) Has any agreement, arrangement or understanding for the purpose of acquiring,
holding, voting (except voting pursuant to a revocable proxy or consent as described in item (B) of
subparagraph (ii) of this paragraph), or disposing of such stock with any other person that
beneficially owns, or whose affiliates or associates beneficially own, directly or indirectly, such
stock.
(d) No provision of a certificate of incorporation or bylaw shall require, for any vote of stockholders
required by this section, a greater vote of stockholders than that specified in this section.
(e) The Court of Chancery is hereby vested with exclusive jurisdiction to hear and determine all matters
with respect to this section.

Q. § 211. Meetings of stockholders

(a) (1) Meetings of stockholders may be held at such place, either within or without this State as may
be designated by or in the manner provided in the certificate of incorporation or bylaws, or if not so
designated, as determined by the board of directors. * * *

(b) Unless directors are elected by written consent in lieu of an annual meeting as permitted by this
subsection, an annual meeting of stockholders shall be held for the election of directors on a date and at a time
designated by or in the manner provided in the bylaws. Stockholders may, unless the certificate of incorporation
otherwise provides, act by written consent to elect directors; provided, however, that, if such consent is less than
unanimous, such action by written consent may be in lieu of holding an annual meeting only if all of the directorships
to which directors could be elected at an annual meeting held at the effective time of such action are vacant and are
filled by such action. Any other proper business may be transacted at the annual meeting. * * *

(d) Special meetings of the stockholders may be called by the board of directors or by such person or
persons as may be authorized by the certificate of incorporation or by the bylaws. * * *

R. § 220. Inspection of books and records

(a) As used in this section:

(1) “List of stockholders” includes lists of members in a nonstock corporation.

(2) “Stockholder” means a holder of record of stock in a stock corporation, or a person who is the
beneficial owner of shares of such stock held either in a voting trust or by a nominee on behalf of such
person, and also a member of a nonstock corporation as reflected on the records of the nonstock
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corporation.

(3) “Subsidiary” means any entity directly or indirectly owned, in whole or in part, by the
corporation of which the stockholder is a stockholder and over the affairs of which the corporation directly
or indirectly exercises control, and includes, without limitation, corporations, partnerships, limited
partnerships, limited liability partnerships, limited liability companies, statutory trusts and/or joint ventures.

(4) “Under oath” includes statements the declarant affirms to be true under penalty of perjury
under the laws of the United States or any state.

(b) Any stockholder, in person or by attorney or other agent, shall, upon written demand under oath stating
the purpose thereof, have the right during the usual hours for business to inspect for any proper purpose, and to make
copies and extracts from:

(1) The corporation’s stock ledger, a list of its stockholders, and its other books and records; * * *
(c) If the corporation, or an officer or agent thereof, refuses to permit an inspection sought by a stockholder

or attorney or other agent acting for the stockholder pursuant to subsection (b) of this section or does not reply to the
demand within 5 business days after the demand has been made, the stockholder may apply to the Court of Chancery
for an order to compel such inspection. * * *

S. § 225. Contested election of directors; proceedings to determine validity

(a) Upon application of any stockholder or director, or any officer whose title to office is contested, or any
member of a corporation without capital stock, the Court of Chancery may hear and determine the validity of any
election, appointment, removal or resignation of any director, member of the governing body, or officer of any
corporation, and the right of any person to hold or continue to hold such office, and, in case any such office is
claimed by more than 1 person, may determine the person entitled thereto; and to that end make such order or decree
in any such case as may be just and proper, with power to enforce the production of any books, papers and records of
the corporation relating to the issue. * * *

T. § 228. Consent of stockholders or members in lieu of meeting

(a) Unless otherwise provided in the certificate of incorporation, any action required by this
chapter to be taken at any annual or special meeting of stockholders of a corporation, or any action which may be
taken at any annual or special meeting of such stockholders, may be taken without a meeting, without prior notice
and without a vote, if a consent or consents in writing, setting forth the action so taken, shall be signed by the holders
of outstanding stock having not less than the minimum number of votes that would be necessary to authorize or take
such action at a meeting at which all shares entitled to vote thereon were present and voted and shall be delivered to
the corporation by delivery to its registered office in this State, its principal place of business or an officer or agent of
the corporation having custody of the book in which proceedings of meetings of stockholders are recorded. * * *

u. § 242(b). Amendment of certificate of incorporation after receipt of payment for stock;
nonstock corporations

(b) Every amendment authorized by subsection (a) of this section shall be made and effected in the
following manner:

(1) If the corporation has capital stock, its board of directors shall adopt a resolution setting forth the
amendment proposed, declaring its advisability, and either calling a special meeting of the stockholders entitled to
vote in respect thereof for the consideration of such amendment or directing that the amendment proposed be
considered at the next annual meeting of the stockholders. Such special or annual meeting shall be called and held
upon notice in accordance with § 222 of this title. The notice shall set forth such amendment in full or a brief
summary of the changes to be effected thereby, as the directors shall deem advisable. At the meeting a vote of the
stockholders entitled to vote thereon shall be taken for and against the proposed amendment. If a majority of the
outstanding stock entitled to vote thereon, and a majority of the outstanding stock of each class entitled to vote
thereon as a class has been voted in favor of the amendment, a certificate setting forth the amendment and certifying
that such amendment has been duly adopted in accordance with this section shall be executed, acknowledged and
filed and shall become effective in accordance with § 103 of this title.

(2) The holders of the outstanding shares of a class shall be entitled to vote as a class upon a proposed
amendment, whether or not entitled to vote thereon by the certificate of incorporation, if the amendment would
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increase or decrease the aggregate number of authorized shares of such class, increase or decrease the par value of
the shares of such class, or alter or change the powers, preferences, or special rights of the shares of such class so as
to affect them adversely. * * *

V. § 251. Merger or consolidation of domestic corporations and limited liability company

(a) Any 2 or more corporations existing under the laws of this State may merge into a single corporation,
which may be any 1 of the constituent corporations or may consolidate into a new corporation formed by the
consolidation, pursuant to an agreement of merger or consolidation, as the case may be, complying and approved in
accordance with this section.

(b) The board of directors of each corporation which desires to merge or consolidate shall adopt a
resolution approving an agreement of merger or consolidation and declaring its advisability. The agreement shall
state: (1) The terms and conditions of the merger or consolidation; (2) the mode of carrying the same into effect; (3)
in the case of a merger, such amendments or changes in the certificate of incorporation of the surviving corporation
as are desired to be effected by the merger, or, if no such amendments or changes are desired, a statement that the
certificate of incorporation of the surviving corporation shall be its certificate of incorporation; (4) in the case of a
consolidation, that the certificate of incorporation of the resulting corporation shall be as is set forth in an attachment
to the agreement; (5) the manner, if any, of converting the shares of each of the constituent corporations into shares
or other securities of the corporation surviving or resulting from the merger or consolidation, or of cancelling some
or all of such shares, and, if any shares of any of the constituent corporations are not to remain outstanding, to be
converted solely into shares or other securities of the surviving or resulting corporation or to be cancelled, the cash,
property, rights or securities of any other corporation or entity which the holders of such shares are to receive in
exchange for, or upon conversion of such shares and the surrender of any certificates evidencing them, which cash,
property, rights or securities of any other corporation or entity may be in addition to or in lieu of shares or other
securities of the surviving or resulting corporation; and (6) such other details or provisions as are deemed desirable,
including, without limiting the generality of the foregoing, a provision for the payment of cash in lieu of the issuance
or recognition of fractional shares, interests or rights, or for any other arrangement with respect thereto, consistent
with § 155 of this title. The agreement so adopted shall be executed and acknowledged in accordance with § 103 of
this title. Any of the terms of the agreement of merger or consolidation may be made dependent upon facts
ascertainable outside of such agreement, provided that the manner in which such facts shall operate upon the terms of
the agreement is clearly and expressly set forth in the agreement of merger or consolidation. The term “facts,” as
used in the preceding sentence, includes, but is not limited to, the occurrence of any event, including a determination
or action by any person or body, including the corporation.

(c) The agreement required by subsection (b) of this section shall be submitted to the stockholders of each
constituent corporation at an annual or special meeting for the purpose of acting on the agreement. Due notice of the
time, place and purpose of the meeting shall be mailed to each holder of stock, whether voting or nonvoting, of the
corporation at the stockholder’s address as it appears on the records of the corporation, at least 20 days prior to the
date of the meeting. The notice shall contain a copy of the agreement or a brief summary thereof, as the directors
shall deem advisable. At the meeting, the agreement shall be considered and a vote taken for its adoption or
rejection. If a majority of the outstanding stock of the corporation entitled to vote thereon shall be voted for the
adoption of the agreement, that fact shall be certified on the agreement by the secretary or assistant secretary of the
corporation. If the agreement shall be so adopted and certified by each constituent corporation, it shall then be filed
and shall become effective, in accordance with § 103 of this title. In lieu of filing the agreement of merger or
consolidation required by this section, the surviving or resulting corporation may file a certificate of merger or
consolidation, executed in accordance with § 103 of this title, which states:

(1) The name and state of incorporation of each of the constituent corporations;

(2) That an agreement of merger or consolidation has been approved, adopted, certified, executed
and acknowledged by each of the constituent corporations in accordance with this section;

(3) The name of the surviving or resulting corporation;

(4) In the case of a merger, such amendments or changes in the certificate of incorporation of the
surviving corporation as are desired to be effected by the merger, or, if no such amendments or changes are
desired, a statement that the certificate of incorporation of the surviving corporation shall be its certificate
of incorporation;

(5) In the case of a consolidation, that the certificate of incorporation of the resulting corporation
shall be as set forth in an attachment to the certificate;

(6) That the executed agreement of consolidation or merger is on file at an office of the surviving
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corporation, stating the address thereof; and
(7) That a copy of the agreement of consolidation or merger will be furnished by the surviving
corporation, on request and without cost, to any stockholder of any constituent corporation.

(d) Any agreement of merger or consolidation may contain a provision that at any time prior to the time that
the agreement (or a certificate in lieu thereof) filed with the Secretary of State becomes effective in accordance with
§ 103 of this title, the agreement may be terminated by the board of directors of any constituent corporation
notwithstanding approval of the agreement by the stockholders of all or any of the constituent corporations; in the
event the agreement of merger or consolidation is terminated after the filing of the agreement (or a certificate in lieu
thereof) with the Secretary of State but before the agreement (or a certificate in lieu thereof) has become effective, a
certificate of termination or merger or consolidation shall be filed in accordance with § 103 of this title. Any
agreement of merger or consolidation may contain a provision that the boards of directors of the constituent
corporations may amend the agreement at any time prior to the time that the agreement (or a certificate in lieu
thereof) filed with the Secretary of State becomes effective in accordance with § 103 of this title, provided that an
amendment made subsequent to the adoption of the agreement by the stockholders of any constituent corporation
shall not (1) alter or change the amount or kind of shares, securities, cash, property and/or rights to be received in
exchange for or on conversion of all or any of the shares of any class or series thereof of such constituent
corporation, (2) alter or change any term of the certificate of incorporation of the surviving corporation to be effected
by the merger or consolidation, or (3) alter or change any of the terms and conditions of the agreement if such
alteration or change would adversely affect the holders of any class or series thereof of such constituent corporation;
in the event the agreement of merger or consolidation is amended after the filing thereof with the Secretary of State
but before the agreement has become effective, a certificate of amendment of merger or consolidation shall be filed
in accordance with § 103 of this title.

(e) In the case of a merger, the certificate of incorporation of the surviving corporation shall automatically
be amended to the extent, if any, that changes in the certificate of incorporation are set forth in the agreement of
merger.

(f) Notwithstanding the requirements of subsection (c) of this section, unless required by its certificate of
incorporation, no vote of stockholders of a constituent corporation surviving a merger shall be necessary to authorize
a merger if (1) the agreement of merger does not amend in any respect the certificate of incorporation of such
constituent corporation, (2) each share of stock of such constituent corporation outstanding immediately prior to the
effective date of the merger is to be an identical outstanding or treasury share of the surviving corporation after the
effective date of the merger, and (3) either no shares of common stock of the surviving corporation and no shares,
securities or obligations convertible into such stock are to be issued or delivered under the plan of merger, or the
authorized unissued shares or the treasury shares of common stock of the surviving corporation to be issued or
delivered under the plan of merger plus those initially issuable upon conversion of any other shares, securities or
obligations to be issued or delivered under such plan do not exceed 20% of the shares of common stock of such
constituent corporation outstanding immediately prior to the effective date of the merger. No vote of stockholders of
a constituent corporation shall be necessary to authorize a merger or consolidation if no shares of the stock of such
corporation shall have been issued prior to the adoption by the board of directors of the resolution approving the
agreement of merger or consolidation. If an agreement of merger is adopted by the constituent corporation surviving
the merger, by action of its board of directors and without any vote of its stockholders pursuant to this subsection, the
secretary or assistant secretary of that corporation shall certify on the agreement that the agreement has been adopted
pursuant to this subsection and, (1) if it has been adopted pursuant to the first sentence of this subsection, that the
conditions specified in that sentence have been satisfied, or (2) if it has been adopted pursuant to the second sentence
of this subsection, that no shares of stock of such corporation were issued prior to the adoption by the board of
directors of the resolution approving the agreement of merger or consolidation. The agreement so adopted and
certified shall then be filed and shall become effective, in accordance with § 103 of this title. Such filing shall
constitute a representation by the person who executes the agreement that the facts stated in the certificate remain
true immediately prior to such filing.

(g) Notwithstanding the requirements of subsection (c) of this section, unless expressly required by its
certificate of incorporation, no vote of stockholders of a constituent corporation shall be necessary to authorize a
merger with or into a single direct or indirect wholly-owned subsidiary of such constituent corporation if: (1) such
constituent corporation and the direct or indirect wholly-owned subsidiary of such constituent corporation are the
only constituent entities to the merger; (2) each share or fraction of a share of the capital stock of the constituent
corporation outstanding immediately prior to the effective time of the merger is converted in the merger into a share
or equal fraction of share of capital stock of a holding company having the same designations, rights, powers and
preferences, and the qualifications, limitations and restrictions thereof, as the share of stock of the constituent
corporation being converted in the merger; (3) the holding company and the constituent corporation are corporations
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of this State and the direct or indirect wholly-owned subsidiary that is the other constituent entity to the merger is a
corporation or limited liability company of this State; (4) the certificate of incorporation and by-laws of the holding
company immediately following the effective time of the merger contain provisions identical to the certificate of
incorporation and by-laws of the constituent corporation immediately prior to the effective time of the merger (other
than provisions, if any, regarding the incorporator or incorporators, the corporate name, the registered office and
agent, the initial board of directors and the initial subscribers for shares and such provisions contained in any
amendment to the certificate of incorporation as were necessary to effect a change, exchange, reclassification,
subdivision, combination or cancellation of stock, if such change, exchange, reclassification, subdivision,
combination, or cancellation has become effective); (5) as a result of the merger the constituent corporation or its
successor becomes or remains a direct or indirect wholly-owned subsidiary of the holding company; (6) the directors
of the constituent corporation become or remain the directors of the holding company upon the effective time of the
merger; (7) the organizational documents of the surviving entity immediately following the effective time of the
merger contain provisions identical to the certificate of incorporation of the constituent corporation immediately
prior to the effective time of the merger ...

(h) Notwithstanding the requirements of subsection (c) of this section, unless expressly required by its
certificate of incorporation, no vote of stockholders of a constituent corporation whose shares are listed on a national
securities exchange or held of record by more than 2,000 holders immediately prior to the execution of the
agreement of merger by such constituent corporation shall be necessary to authorize a merger if:

(1) The agreement of merger expressly:

a. Permits or requires such merger to be effected under this subsection; and

b. Provides that such merger shall be effected as soon as practicable following the consummation
of the offer referred to in paragraph (h)(2) of this section if such merger is effected under this
subsection;

(2) A corporation consummates a tender or exchange offer for any and all of the outstanding stock of such
constituent corporation on the terms provided in such agreement of merger that, absent this subsection, would be
entitled to vote on the adoption or rejection of the agreement of merger; provided, however, that such offer may
exclude stock of such constituent corporation that is owned at the commencement of such offer by:

a. Such constituent corporation;

b. The corporation making such offer;

c. Any person that owns, directly or indirectly, all of the outstanding stock of the corporation making such

offer; or

d. Any direct or indirect wholly-owned subsidiary of any of the foregoing;

(3) Following the consummation of the offer referred to in paragraph (h)(2) of this section, the stock
irrevocably accepted for purchase or exchange pursuant to such offer and received by the depository prior to
expiration of such offer, plus the stock otherwise owned by the consummating corporation equals at least such
percentage of the stock, and of each class or series thereof, of such constituent corporation that, absent this
subsection, would be required to adopt the agreement of merger by this chapter and by the certificate of
incorporation of such constituent corporation;

(4) The corporation consummating the offer referred to in paragraph (h)(2) of this section merges with or
into such constituent corporation pursuant to such agreement; and

(5) Each outstanding share of each class or series of stock of the constituent corporation that is the subject
of and not irrevocably accepted for purchase or exchange in the offer referred to in paragraph (h)(2) of this section is
to be converted in such merger into, or into the right to receive, the same amount and kind of cash, property, rights or
securities to be paid for shares of such class or series of stock of such constituent corporation irrevocably accepted
for purchase or exchange in such offer.

(6) Asused in this section only, the term:

a. ”Consummates” (and with correlative meaning, “consummation” and “consummating”) means
irrevocably accepts for purchase or exchange stock tendered pursuant to a tender or exchange
offer;
b. ”Depository” means an agent, including a depository, appointed to facilitate consummation of
the offer referred to in paragraph (h)(2) of this section;
c. ”Person” means any individual, corporation, partnership, limited liability company,
unincorporated association or other entity; and
d. ”Received” (solely for purposes of paragraph (h)(3) of this section) means physical receipt of a
stock certificate in the case of certificated shares and transfer into the depository’s account, or an
agent’s message being received by the depository, in the case of uncertificated shares.

If an agreement of merger is adopted without the vote of stockholders of a corporation pursuant to this subsection,

37



Copyright © 2015 Samuel C. Thompson, Jr. All rights reserved.

Delaware General Corporation Law

the secretary or assistant secretary of the surviving corporation shall certify on the agreement that the agreement has
been adopted pursuant to this subsection and that the conditions specified in this subsection (other than the condition
listed in paragraph (h)(4) of this section) have been satisfied; provided that such certification on the agreement shall
not be required if a certificate of merger is filed in lieu of filing the agreement. The agreement so adopted and
certified shall then be filed and shall become effective, in accordance with § 103 of this title. Such filing shall
constitute a representation by the person who executes the agreement that the facts stated in the certificate remain
true immediately prior to such filing.

w. § 252. Merger or consolidation of domestic and foreign corporations; service of process upon
surviving or resulting corporation

(a) Any 1 or more corporations of this State may merge or consolidate with 1 or more other corporations of
any other state or states of the United States, or of the District of Columbia if the laws of the other state or states, or
of the District permit a corporation of such jurisdiction to merge or consolidate with a corporation of another
jurisdiction. The constituent corporations may merge into a single corporation, which may be any 1 of the constituent
corporations, or they may consolidate into a new corporation formed by the consolidation, which may be a
corporation of the state of incorporation of any 1 of the constituent corporations, pursuant to an agreement of merger
or consolidation, as the case may be, complying and approved in accordance with this section. In addition, any 1 or
more corporations existing under the laws of this State may merge or consolidate with 1 or more corporations
organized under the laws of any jurisdiction other than 1 of the United States if the laws under which the other
corporation or corporations are organized permit a corporation of such jurisdiction to merge or consolidate with a
corporation of another jurisdiction.

(b) All the constituent corporations shall enter into an agreement of merger or consolidation. The agreement
shall state: (1) The terms and conditions of the merger or consolidation; (2) the mode of carrying the same into
effect; (3) the manner, if any, of converting the shares of each of the constituent corporations into shares or other
securities of the corporation surviving or resulting from the merger or consolidation, or of cancelling some or all of
such shares, and, if any shares of any of the constituent corporations are not to remain outstanding, to be converted
solely into shares or other securities of the surviving or resulting corporation or to be cancelled, the cash, property,
rights or securities of any other corporation or entity which the holders of such shares are to receive in exchange for,
or upon conversion of, such shares and the surrender of any certificates evidencing them, which cash, property, rights
or securities of any other corporation or entity may be in addition to or in lieu of the shares or other securities of the
surviving or resulting corporation; (4) such other details or provisions as are deemed desirable, including, without
limiting the generality of the foregoing, a provision for the payment of cash in lieu of the issuance or recognition of
fractional shares of the surviving or resulting corporation or of any other corporation the securities of which are to be
received in the merger or consolidation, or for some other arrangement with respect thereto consistent with § 155 of
this title; and (5) such other provisions or facts as shall be required to be set forth in certificates of incorporation by
the laws of the state which are stated in the agreement to be the laws that shall govern the surviving or resulting
corporation and that can be stated in the case of a merger or consolidation. Any of the terms of the agreement of
merger or consolidation may be made dependent upon facts ascertainable outside of such agreement, provided that
the manner in which such facts shall operate upon the terms of the agreement is clearly and expressly set forth in the
agreement of merger or consolidation. The term “facts,” as used in the preceding sentence, includes, but is not
limited to, the occurrence of any event, including a determination or action by any person or body, including the
corporation.

(¢) The agreement shall be adopted, approved, certified, executed and acknowledged by each of the
constituent corporations in accordance with the laws under which it is formed, and, in the case of a Delaware
corporation, in the same manner as is provided in § 251 of this title. The agreement shall be filed and shall become
effective for all purposes of the laws of this State when and as provided in § 251 of this title with respect to the
merger or consolidation of corporations of this State. In lieu of filing the agreement of merger or consolidation, the
surviving or resulting corporation may file a certificate of merger or consolidation, executed in accordance with §
103 of this title, which states:

(1) The name and state or jurisdiction of incorporation of each of the constituent corporations;

(2) That an agreement of merger or consolidation has been approved, adopted, certified, executed
and acknowledged by each of the constituent corporations in accordance with this subsection;

(3) The name of the surviving or resulting corporation;

(4) In the case of a merger, such amendments or changes in the certificate of incorporation of the
surviving corporation as are desired to be effected by the merger, or, if no such amendments or changes are
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desired, a statement that the certificate of incorporation of the surviving corporation shall be its certificate

of incorporation;

(5) In the case of a consolidation, that the certificate of incorporation of the resulting corporation
shall be as is set forth in an attachment to the certificate;

(6) That the executed agreement of consolidation or merger is on file at an office of the surviving
corporation and the address thereof;

(7) That a copy of the agreement of consolidation or merger will be furnished by the surviving
corporation, on request and without cost, to any stockholder of any constituent corporation;

(8) If the corporation surviving or resulting from the merger or consolidation is to be a corporation
of this State, the authorized capital stock of each constituent corporation which is not a corporation of this

State; and

(9) The agreement, if any, required by subsection (d) of this section.

(d) If the corporation surviving or resulting from the merger or consolidation is to be governed by the laws
of the District of Columbia or any state or jurisdiction other than this State, it shall agree that it may be served with
process in this State in any proceeding for enforcement of any obligation of any constituent corporation of this State,
as well as for enforcement of any obligation of the surviving or resulting corporation arising from the merger or
consolidation, including any suit or other proceeding to enforce the right of any stockholders as determined in
appraisal proceedings pursuant to § 262 of this title, and shall irrevocably appoint the Secretary of State as its agent
to accept service of process in any such suit or other proceedings and shall specify the address to which a copy of
such process shall be mailed by the Secretary of State. In the event of such service upon the Secretary of State in
accordance with this subsection, the Secretary of State shall forthwith notify such surviving or resulting corporation
thereof by letter, certified mail, return receipt requested, directed to such surviving or resulting corporation at its
address so specified, unless such surviving or resulting corporation shall have designated in writing to the Secretary
of State a different address for such purpose, in which case it shall be mailed to the last address so designated. Such
letter shall enclose a copy of the process and any other papers served on the Secretary of State pursuant to this
subsection. It shall be the duty of the plaintiff in the event of such service to serve process and any other papers in
duplicate, to notify the Secretary of State that service is being effected pursuant to this subsection and to pay the
Secretary of State the sum of $ 50 for the use of the State, which sum shall be taxed as part of the costs in the
proceeding, if the plaintiff shall prevail therein. The Secretary of State shall maintain an alphabetical record of any
such service setting forth the name of the plaintiff and the defendant, the title, docket number and nature of the
proceeding in which process has been served, the fact that service has been effected pursuant to this subsection, the
return date thereof, and the day and hour service was made. The Secretary of State shall not be required to retain
such information longer than 5 years from receipt of the service of process.

(e) Subsection (d) and the second sentence of subsection (c) of § 251 of this title shall apply to any merger
or consolidation under this section; subsection (e) of § 251 of this title shall apply to a merger under this section in
which the surviving corporation is a corporation of this State; subsection (f) of § 251 of this title shall apply to any
merger under this section.

X. § 253. Merger of parent corporation and subsidiary or subsidiaries

(a) In any case in which at least 90% of the outstanding shares of each class of the stock of a corporation or
corporations (other than a corporation which has in its certificate of incorporation the provision required by §
251(g)(7)(i) of this title), of which class there are outstanding shares that, absent this subsection, would be entitled to
vote on such merger, is owned by another corporation and 1 of the corporations is a corporation of this State and the
other or others are corporations of this State, or any other state or states, or the District of Columbia and the laws of
the other state or states, or the District permit a corporation of such jurisdiction to merge with a corporation of
another jurisdiction, the corporation having such stock ownership may either merge the other corporation or
corporations into itself and assume all of its or their obligations, or merge itself, or itself and 1 or more of such other
corporations, into 1 of the other corporations by executing, acknowledging and filing, in accordance with § 103 of
this title, a certificate of such ownership and merger setting forth a copy of the resolution of its board of directors to
so merge and the date of the adoption; provided, however, that in case the parent corporation shall not own all the
outstanding stock of all the subsidiary corporations, parties to a merger as aforesaid, the resolution of the board of
directors of the parent corporation shall state the terms and conditions of the merger, including the securities, cash,
property, or rights to be issued, paid, delivered or granted by the surviving corporation upon surrender of each share
of the subsidiary corporation or corporations not owned by the parent corporation, or the cancellation of some or all
of such shares. Any of the terms of the resolution of the board of directors to so merge may be made dependent upon
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facts ascertainable outside of such resolution, provided that the manner in which such facts shall operate upon the
terms of the resolution is clearly and expressly set forth in the resolution. The term “facts,” as used in the preceding
sentence, includes, but is not limited to, the occurrence of any event, including a determination or action by any
person or body, including the corporation. If the parent corporation be not the surviving corporation, the resolution
shall include provision for the pro rata issuance of stock of the surviving corporation to the holders of the stock of
the parent corporation on surrender of any certificates therefor, and the certificate of ownership and merger shall
state that the proposed merger has been approved by a majority of the outstanding stock of the parent corporation
entitled to vote thereon at a meeting duly called and held after 20 days’ notice of the purpose of the meeting mailed
to each such stockholder at the stockholder’s address as it appears on the records of the corporation if the parent
corporation is a corporation of this State or state that the proposed merger has been adopted, approved, certified,
executed and acknowledged by the parent corporation in accordance with the laws under which it is organized if the
parent corporation is not a corporation of this State. If the surviving corporation exists under the laws of the District
of Columbia or any state or jurisdiction other than this State, subsection (d) of § 252 of this title shall also apply to a
merger under this section.

(b) If the surviving corporation is a Delaware corporation, it may change its corporate name by the inclusion
of a provision to that effect in the resolution of merger adopted by the directors of the parent corporation and set
forth in the certificate of ownership and merger, and upon the effective date of the merger, the name of the
corporation shall be so changed.

(c) Subsection (d) of § 251 of this title shall apply to a merger under this section, and subsection (e) of §
251 of this title shall apply to a merger under this section in which the surviving corporation is the subsidiary
corporation and is a corporation of this State. References to “agreement of merger” in subsections (d) and (e) of §
251 of this title shall mean for purposes of this subsection the resolution of merger adopted by the board of directors
of the parent corporation. Any merger which effects any changes other than those authorized by this section or made
applicable by this subsection shall be accomplished under § 251 or § 252 of this title. Section 262 of this title shall
not apply to any merger effected under this section, except as provided in subsection (d) of this section.

(d) In the event all of the stock of a subsidiary Delaware corporation party to a merger effected under this
section is not owned by the parent corporation immediately prior to the merger, the stockholders of the subsidiary
Delaware corporation party to the merger shall have appraisal rights as set forth in § 262 of this title.

(e) A merger may be effected under this section although 1 or more of the corporations parties to the merger
is a corporation organized under the laws of a jurisdiction other than 1 of the United States; provided that the laws of
such jurisdiction permit a corporation of such jurisdiction to merge with a corporation of another jurisdiction.

Y. § 259. Status, rights, liabilities, of constituent and surviving or resulting corporations following
merger or consolidation

(a) When any merger or consolidation shall have become effective under this chapter, for all purposes of the
laws of this State the separate existence of all the constituent corporations, or of all such constituent corporations
except the one into which the other or others of such constituent corporations have been merged, as the case may be,
shall cease and the constituent corporations shall become a new corporation, or be merged into 1 of such
corporations, as the case may be, possessing all the rights, privileges, powers and franchises as well of a public as of
a private nature, and being subject to all the restrictions, disabilities and duties of each of such corporations so
merged or consolidated; and all and singular, the rights, privileges, powers and franchises of each of said
corporations, and all property, real, personal and mixed, and all debts due to any of said constituent corporations on
whatever account, as well for stock subscriptions as all other things in action or belonging to each of such
corporations shall be vested in the corporation surviving or resulting from such merger or consolidation; and all
property, rights, privileges, powers and franchises, and all and every other interest shall be thereafter as effectually
the property of the surviving or resulting corporation as they were of the several and respective constituent
corporations, and the title to any real estate vested by deed or otherwise, under the laws of this State, in any of such
constituent corporations, shall not revert or be in any way impaired by reason of this chapter; but all rights of
creditors and all liens upon any property of any of said constituent corporations shall be preserved unimpaired, and
all debts, liabilities and duties of the respective constituent corporations shall thenceforth attach to said surviving or
resulting corporation, and may be enforced against it to the same extent as if said debts, liabilities and duties had
been incurred or contracted by it. * * *
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Z § 261. Effect of merger upon pending actions

Any action or proceeding, whether civil, criminal or administrative, pending by or against any corporation
which is a party to a merger or consolidation shall be prosecuted as if such merger or consolidation had not taken
place, or the corporation surviving or resulting from such merger or consolidation may be substituted in such action
or proceeding.

AA. § 262. Appraisal rights

(a) Any stockholder of a corporation of this State who holds shares of stock on the date of the making of a
demand pursuant to subsection (d) of this section with respect to such shares, who continuously holds such shares
through the effective date of the merger or consolidation, who has otherwise complied with subsection (d) of this
section and who has neither voted in favor of the merger or consolidation nor consented thereto in writing pursuant
to § 228 of this title shall be entitled to an appraisal by the Court of Chancery of the fair value of the stockholder’s
shares of stock under the circumstances described in subsections (b) and (c) of this section. As used in this section,
the word “stockholder” means a holder of record of stock in a stock corporation and also a member of record of a
nonstock corporation; the words “stock” and “share” mean and include what is ordinarily meant by those words and
also membership or membership interest of a member of a nonstock corporation; and the words “depository receipt”
mean a receipt or other instrument issued by a depository representing an interest in one or more shares, or fractions
thereof, solely of stock of a corporation, which stock is deposited with the depository.

(b) Appraisal rights shall be available for the shares of any class or series of stock of a constituent
corporation in a merger or consolidation to be effected pursuant to § 251 (other than a merger effected pursuant to §
251(g) of this title), § 252, § 254, § 257, § 258, § 263 or § 264 of this title:

(1) Provided, however, that no appraisal rights under this section shall be available for the shares
of any class or series of stock, which stock, or depository receipts in respect thereof, at the record date fixed
to determine the stockholders entitled to receive notice of and to vote at the meeting of stockholders to act
upon the agreement of merger or consolidation, were either (i) listed on a national securities exchange or
designated as a national market system security on an interdealer quotation system by the National
Association of Securities Dealers, Inc. or (ii) held of record by more than 2,000 holders; and further
provided that no appraisal rights shall be available for any shares of stock of the constituent corporation
surviving a merger if the merger did not require for its approval the vote of the stockholders of the surviving
corporation as provided in subsection (f) of § 251 of this title.

(2) Notwithstanding paragraph (1) of this subsection, appraisal rights under this section shall be
available for the shares of any class or series of stock of a constituent corporation if the holders thereof are
required by the terms of an agreement of merger or consolidation pursuant to §§ 251, 252, 254, 257, 258,
263 and 264 of this title to accept for such stock anything except:

a. Shares of stock of the corporation surviving or resulting from such merger or
consolidation, or depository receipts in respect thereof;

b. Shares of stock of any other corporation, or depository receipts in respect thereof,
which shares of stock (or depository receipts in respect thereof) or depository receipts at the
effective date of the merger or consolidation will be either listed on a national securities exchange
or designated as a national market system security on an interdealer quotation system by the
National Association of Securities Dealers, Inc. or held of record by more than 2,000 holders;

c. Cash in lieu of fractional shares or fractional depository receipts described in the
foregoing subparagraphs a. and b. of this paragraph; or

d. Any combination of the shares of stock, depository receipts and cash in lieu of
fractional shares or fractional depository receipts described in the foregoing subparagraphs a., b.
and c. of this paragraph.

(3) In the event all of the stock of a subsidiary Delaware corporation party to a merger effected
under § 253 of this title is not owned by the parent corporation immediately prior to the merger, appraisal
rights shall be available for the shares of the subsidiary Delaware corporation.

(c) Any corporation may provide in its certificate of incorporation that appraisal rights under this section
shall be available for the shares of any class or series of its stock as a result of an amendment to its certificate of
incorporation, any merger or consolidation in which the corporation is a constituent corporation or the sale of all or
substantially all of the assets of the corporation. If the certificate of incorporation contains such a provision, the
procedures of this section, including those set forth in subsections (d) and (e) of this section, shall apply as nearly as

41



Copyright © 2015 Samuel C. Thompson, Jr. All rights reserved.

Delaware General Corporation Law

is practicable.

(d) Appraisal rights shall be perfected as follows:

(1) If a proposed merger or consolidation for which appraisal rights are provided under this section
is to be submitted for approval at a meeting of stockholders, the corporation, not less than 20 days prior to
the meeting, shall notify each of its stockholders who was such on the record date for such meeting with
respect to shares for which appraisal rights are available pursuant to subsection (b) or (¢) hereof that
appraisal rights are available for any or all of the shares of the constituent corporations, and shall include in
such notice a copy of this section. Each stockholder electing to demand the appraisal of such stockholder’s
shares shall deliver to the corporation, before the taking of the vote on the merger or consolidation, a
written demand for appraisal of such stockholder’s shares. Such demand will be sufficient if it reasonably
informs the corporation of the identity of the stockholder and that the stockholder intends thereby to
demand the appraisal of such stockholder’s shares. A proxy or vote against the merger or consolidation
shall not constitute such a demand. A stockholder electing to take such action must do so by a separate
written demand as herein provided. Within 10 days after the effective date of such merger or consolidation,
the surviving or resulting corporation shall notify each stockholder of each constituent corporation who has
complied with this subsection and has not voted in favor of or consented to the merger or consolidation of
the date that the merger or consolidation has become effective; or

(2) If the merger or consolidation was approved pursuant to § 228 or § 253 of this title, then either
a constituent corporation before the effective date of the merger or consolidation or the surviving or
resulting corporation within 10 days thereafter shall notify each of the holders of any class or series of stock
of such constituent corporation who are entitled to appraisal rights of the approval of the merger or
consolidation and that appraisal rights are available for any or all shares of such class or series of stock of
such constituent corporation, and shall include in such notice a copy of this section. Such notice may, and, if
given on or after the effective date of the merger or consolidation, shall, also notify such stockholders of the
effective date of the merger or consolidation. Any stockholder entitled to appraisal rights may, within 20
days after the date of mailing of such notice, demand in writing from the surviving or resulting corporation
the appraisal of such holder’s shares. Such demand will be sufficient if it reasonably informs the corporation
of the identity of the stockholder and that the stockholder intends thereby to demand the appraisal of such
holder’s shares. If such notice did not notify stockholders of the effective date of the merger or
consolidation, either (i) each such constituent corporation shall send a second notice before the effective
date of the merger or consolidation notifying each of the holders of any class or series of stock of such
constituent corporation that are entitled to appraisal rights of the effective date of the merger or
consolidation or (ii) the surviving or resulting corporation shall send such a second notice to all such
holders on or within 10 days after such effective date; provided, however, that if such second notice is sent
more than 20 days following the sending of the first notice, such second notice need only be sent to each
stockholder who is entitled to appraisal rights and who has demanded appraisal of such holder’s shares in
accordance with this subsection. An affidavit of the secretary or assistant secretary or of the transfer agent
of the corporation that is required to give either notice that such notice has been given shall, in the absence
of fraud, be prima facie evidence of the facts stated therein. For purposes of determining the stockholders
entitled to receive either notice, each constituent corporation may fix, in advance, a record date that shall be
not more than 10 days prior to the date the notice is given, provided, that if the notice is given on or after
the effective date of the merger or consolidation, the record date shall be such effective date. If no record
date is fixed and the notice is given prior to the effective date, the record date shall be the close of business
on the day next preceding the day on which the notice is given.

(e) Within 120 days after the effective date of the merger or consolidation, the surviving or resulting
corporation or any stockholder who has complied with subsections (a) and (d) hereof and who is otherwise entitled to
appraisal rights, may file a petition in the Court of Chancery demanding a determination of the value of the stock of
all such stockholders. Notwithstanding the foregoing, at any time within 60 days after the effective date of the merger
or consolidation, any stockholder shall have the right to withdraw such stockholder’s demand for appraisal and to
accept the terms offered upon the merger or consolidation. Within 120 days after the effective date of the merger or
consolidation, any stockholder who has complied with the requirements of subsections (a) and (d) hereof, upon
written request, shall be entitled to receive from the corporation surviving the merger or resulting from the
consolidation a statement setting forth the aggregate number of shares not voted in favor of the merger or
consolidation and with respect to which demands for appraisal have been received and the aggregate number of
holders of such shares. Such written statement shall be mailed to the stockholder within 10 days after such
stockholder’s written request for such a statement is received by the surviving or resulting corporation or within 10
days after expiration of the period for delivery of demands for appraisal under subsection (d) hereof, whichever is
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later.

() Upon the filing of any such petition by a stockholder, service of a copy thereof shall be made upon the
surviving or resulting corporation, which shall within 20 days after such service file in the office of the Register in
Chancery in which the petition was filed a duly verified list containing the names and addresses of all stockholders
who have demanded payment for their shares and with whom agreements as to the value of their shares have not
been reached by the surviving or resulting corporation. If the petition shall be filed by the surviving or resulting
corporation, the petition shall be accompanied by such a duly verified list. The Register in Chancery, if so ordered by
the Court, shall give notice of the time and place fixed for the hearing of such petition by registered or certified mail
to the surviving or resulting corporation and to the stockholders shown on the list at the addresses therein stated.
Such notice shall also be given by 1 or more publications at least 1 week before the day of the hearing, in a
newspaper of general circulation published in the City of Wilmington, Delaware or such publication as the Court
deems advisable. The forms of the notices by mail and by publication shall be approved by the Court, and the costs
thereof shall be borne by the surviving or resulting corporation.

(g) At the hearing on such petition, the Court shall determine the stockholders who have complied with this
section and who have become entitled to appraisal rights. The Court may require the stockholders who have
demanded an appraisal for their shares and who hold stock represented by certificates to submit their certificates of
stock to the Register in Chancery for notation thereon of the pendency of the appraisal proceedings; and if any
stockholder fails to comply with such direction, the Court may dismiss the proceedings as to such stockholder.

(h) After determining the stockholders entitled to an appraisal, the Court shall appraise the shares,
determining their fair value exclusive of any element of value arising from the accomplishment or expectation of the
merger or consolidation, together with a fair rate of interest, if any, to be paid upon the amount determined to be the
fair value. In determining such fair value, the Court shall take into account all relevant factors. In determining the fair
rate of interest, the Court may consider all relevant factors, including the rate of interest which the surviving or
resulting corporation would have had to pay to borrow money during the pendency of the proceeding. Upon
application by the surviving or resulting corporation or by any stockholder entitled to participate in the appraisal
proceeding, the Court may, in its discretion, permit discovery or other pretrial proceedings and may proceed to trial
upon the appraisal prior to the final determination of the stockholder entitled to an appraisal. Any stockholder whose
name appears on the list filed by the surviving or resulting corporation pursuant to subsection (f) of this section and
who has submitted such stockholder’s certificates of stock to the Register in Chancery, if such is required, may
participate fully in all proceedings until it is finally determined that such stockholder is not entitled to appraisal rights
under this section.

(i) The Court shall direct the payment of the fair value of the shares, together with interest, if any, by the
surviving or resulting corporation to the stockholders entitled thereto. Interest may be simple or compound, as the
Court may direct. Payment shall be so made to each such stockholder, in the case of holders of uncertificated stock
forthwith, and the case of holders of shares represented by certificates upon the surrender to the corporation of the
certificates representing such stock. The Court’s decree may be enforced as other decrees in the Court of Chancery
may be enforced, whether such surviving or resulting corporation be a corporation of this State or of any state.

(j) The costs of the proceeding may be determined by the Court and taxed upon the parties as the Court
deems equitable in the circumstances. Upon application of a stockholder, the Court may order all or a portion of the
expenses incurred by any stockholder in connection with the appraisal proceeding, including, without limitation,
reasonable attorney’s fees and the fees and expenses of experts, to be charged pro rata against the value of all the
shares entitled to an appraisal.

(k) From and after the effective date of the merger or consolidation, no stockholder who has demanded
appraisal rights as provided in subsection (d) of this section shall be entitled to vote such stock for any purpose or to
receive payment of dividends or other distributions on the stock (except dividends or other distributions payable to
stockholders of record at a date which is prior to the effective date of the merger or consolidation); provided,
however, that if no petition for an appraisal shall be filed within the time provided in subsection (e) of this section, or
if such stockholder shall deliver to the surviving or resulting corporation a written withdrawal of such stockholder’s
demand for an appraisal and an acceptance of the merger or consolidation, either within 60 days after the effective
date of the merger or consolidation as provided in subsection (e) of this section or thereafter with the written
approval of the corporation, then the right of such stockholder to an appraisal shall cease. Notwithstanding the
foregoing, no appraisal proceeding in the Court of Chancery shall be dismissed as to any stockholder without the
approval of the Court, and such approval may be conditioned upon such terms as the Court deems just.

(1) The shares of the surviving or resulting corporation to which the shares of such objecting stockholders
would have been converted had they assented to the merger or consolidation shall have the status of authorized and
unissued shares of the surviving or resulting corporation.
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BB. § 271. Sale, lease or exchange of assets; consideration; procedure

(a) Every corporation may at any meeting of its board of directors or governing body sell, lease or exchange
all or substantially all of its property and assets, including its goodwill and its corporate franchises, upon such terms
and conditions and for such consideration, which may consist in whole or in part of money or other property,
including shares of stock in, and/or other securities of, any other corporation or corporations, as its board of directors
or governing body deems expedient and for the best interests of the corporation, when and as authorized by a
resolution adopted by the holders of a majority of the outstanding stock of the corporation entitled to vote thereon or,
if the corporation is a nonstock corporation, by a majority of the members having the right to vote for the election of
the members of the governing body, at a meeting duly called upon at least 20 days’ notice. The notice of the meeting
shall state that such a resolution will be considered.

(b) Notwithstanding authorization or consent to a proposed sale, lease or exchange of a corporation’s
property and assets by the stockholders or members, the board of directors or governing body may abandon such
proposed sale, lease or exchange without further action by the stockholders or members, subject to the rights, if any,
of third parties under any contract relating thereto.

(c) For purposes of this section only, the property and assets of the corporation include the property and
assets of any subsidiary of the corporation. As used in this subsection, “subsidiary” means any entity wholly-owned
and controlled, directly or indirectly, by the corporation and includes, without limitation, corporations, partnerships,
limited partnerships, limited liability partnerships, limited liability companies, and/or statutory trusts.
Notwithstanding subsection (a) of this section, except to the extent the certificate of incorporation otherwise
provides, no resolution by stockholders or members shall be required for a sale, lease or exchange of property and
assets of the corporation to a subsidiary.

CC. § 275. Dissolution generally; procedure

(a) If it should be deemed advisable in the judgment of the board of directors of any corporation that it
should be dissolved, the board, after the adoption of a resolution to that effect by a majority of the whole board at
any meeting called for that purpose, shall cause notice to be mailed to each stockholder entitled to vote thereon of
the adoption of the resolution and of a meeting of stockholders to take action upon the resolution.

(b) At the meeting a vote shall be taken upon the proposed dissolution. If a majority of the outstanding
stock of the corporation entitled to vote thereon shall vote for the proposed dissolution, a certification of dissolution
shall be filed with the Secretary of State pursuant to subsection (d) of this section.

(c) Dissolution of a corporation may also be authorized without action of the directors if all the stockholders
entitled to vote thereon shall consent in writing and a certificate of dissolution shall be filed with the Secretary of
State pursuant to subsection (d) of this section.

(d) If dissolution is authorized in accordance with this section, a certificate of dissolution shall be executed,
acknowledged and filed, and shall become effective, in accordance with § 103 of this title. Such certificate of
dissolution shall set forth:

(1) The name of the corporation;

(2) The date dissolution was authorized;

(3) That the dissolution has been authorized by the board of directors and stockholders of the
corporation, in accordance with subsections (a) and (b) of this section, or that the dissolution has been
authorized by all of the stockholders of the corporation entitled to vote on a dissolution, in accordance with
subsection (c) of this section; and

(4) The names and addresses of the directors and officers of the corporation.

(e) The resolution authorizing a proposed dissolution may provide that notwithstanding authorization or
consent to the proposed dissolution by the stockholders, or the members of a nonstock corporation pursuant to § 276
of this title, the board of directors or governing body may abandon such proposed dissolution without further action
by the stockholders or members.

(f) Upon a certificate of dissolution becoming effective in accordance with § 103 of this title, the
corporation shall be dissolved.

DD. § 277. Payment of franchise taxes before dissolution or merger

No corporation shall be dissolved or merged under this chapter until all franchise taxes due to or assessable
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by the State including all franchise taxes due or which would be due or assessable for the entire calendar month
during which the dissolution or merger becomes effective have been paid by the corporation.

EE. § 278. Continuation of corporation after dissolution for purposes of suit and winding up affairs

All corporations, whether they expire by their own limitation or are otherwise dissolved, shall nevertheless
be continued, for the term of 3 years from such expiration or dissolution or for such longer period as the Court of
Chancery shall in its discretion direct, bodies corporate for the purpose of prosecuting and defending suits, whether
civil, criminal or administrative, by or against them, and of enabling them gradually to settle and close their business,
to dispose of and convey their property, to discharge their liabilities and to distribute to their stockholders any
remaining assets, but not for the purpose of continuing the business for which the corporation was organized. With
respect to any action, suit or proceeding begun by or against the corporation either prior to or within 3 years after the
date of its expiration or dissolution, the action shall not abate by reason of the dissolution of the corporation; the
corporation shall, solely for the purpose of such action, suit or proceeding, be continued as a body corporate beyond
the 3-year period and until any judgments, orders or decrees therein shall be fully executed, without the necessity for
any special direction to that effect by the Court of Chancery.

45



Copyright © 2015 Samuel C. Thompson, Jr. All rights reserved.

CHAPTER 5 PENNSYLVANIA BUSINESS CORPORATION LAW,
FUNDAMENTAL CHANGES AND TAKEOVERS

[See Principally Chapters 2, 3, and 22 of Business Planning for Mergers and Acquisitions]
A. Shareholder Voting Rights Provisions (Chapter 17):

Shareholders (Subchapter E)

1. § 1756. Quorum.

(a) General rule.--A meeting of shareholders of a business corporation duly called shall not be organized for
the transaction of business unless a quorum is present. Unless otherwise provided in a bylaw adopted by the
shareholders:

(1) The presence of shareholders entitled to cast at least a majority of the votes that all shareholders are
entitled to cast on a particular matter to be acted upon at the meeting shall constitute a quorum for the purposes of
consideration and action on the matter.

(2) The shareholders present at a duly organized meeting can continue to do business until adjournment
notwithstanding the withdrawal of enough shareholders to leave less than a quorum.

(3) If a meeting cannot be organized because a quorum has not attended, those present may, except as
otherwise provided in this subpart, adjourn the meeting to such time and place as they may determine.

(4) If a proxy casts a vote or takes other action on behalf of a shareholder on any issue other than a
procedural motion considered at a meeting of shareholders, the shareholder shall be deemed to be present during the
entire meeting for purposes of determining whether a quorum is present for consideration of any other issue.

(b) Exceptions.--Unless otherwise provided in a bylaw adopted by the shareholders, those shareholders
entitled to vote who attend a meeting of sharecholders:

(1) At which directors are to be elected that has been previously adjourned for lack of a quorum, although
less than a quorum as fixed in this section or in the bylaws, shall nevertheless constitute a quorum for the purpose of
electing directors.

(2) That has been previously adjourned for one or more periods aggregating at least 15 days because of an
absence of a quorum, although less than a quorum as fixed in this section or in the bylaws, shall nevertheless
constitute a quorum for the purpose of acting upon any matter set forth in the notice of the meeting if the notice states
that those shareholders who attend the adjourned meeting shall nevertheless constitute a quorum for the purpose of
acting upon the matter.

(c) Cross references.--See sections 2523 (relating to quorum at shareholder meetings) and 3134 (relating to
quorum at shareholder or member meetings).

(Dec. 19, 1990, P.L.834, No.198, eff. imd.; Dec. 18, 1992, P.L.1333, No.169, eff. 60 days; June 22, 2001, P.L.418,
No.34, eff. 60 days; July 9, 2013, P.L.476, No.67, eff. 60 days)

2013 Amendment. Act 67 amended subsec. (a)(4).

1992 Amendment. Act 169 amended subsec. (b).

1990 Amendment. Act 198 amended subsec. (c).

Cross References. Section 1756 is referred to in sections 1504, 2523, 3134 of this title.

2. § 1758. Voting rights of shareholders.

(a) General rule.--Unless otherwise provided in the articles, every shareholder of a business corporation shall
be entitled to one vote for every share standing in his name on the books of the corporation. The articles may restrict
the number of votes that a single holder or beneficial owner, or such a group of holders or owners as the bylaws may
define, of shares of any class or series may directly or indirectly cast in the aggregate for the election of directors or
on any other matter coming before the shareholders on the basis of any facts or circumstances that are not manifestly
unreasonable, including without limitation:

(1) the number of shares of any class or series held by such single holder or beneficial owner or group of
holders or owners; or
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(2) the length of time shares of any class or series have been held by such single holder or beneficial owner
or group of holders or owners.

(b) Procedures for election of directors.--Unless otherwise restricted in the bylaws, in elections for directors,
voting need not be by ballot unless required by vote of the shareholders before the voting for election of directors
begins. The candidates for election as directors receiving the highest number of votes from each class or group of
classes, if any, entitled to elect directors separately up to the number of directors to be elected by the class or group
of classes shall be elected. If at any meeting of shareholders, directors of more than one class are to be elected, each
class of directors shall be elected in a separate election.

(¢) Cumulative voting.--

(1) Except as otherwise provided in paragraph (2) or in the articles, in each election of directors every
shareholder entitled to vote shall have the right to multiply the number of votes to which he may be entitled by the
total number of directors to be elected in the same election by the holders of the class or classes of shares of which
his shares are a part and he may cast the whole number of his votes for one candidate or he may distribute them
among any two or more candidates.

(2) The shareholders of a corporation not incorporated under the Business Corporation Law of 1933 or this
subpart, the shareholders of which were not entitled to cumulate their votes for the election of directors at the date
the corporation became subject to the provisions of the Business Corporation Law of 1933 or became or becomes
subject to the provisions of this subpart, shall be entitled so to cumulate their votes only if and to the extent its
articles so provide.

(d) Redeemable shares.--Unless otherwise provided in the articles, redeemable shares that have been called
for redemption shall not be entitled to vote on any matter and shall not be deemed outstanding shares after written
notice has been mailed to holders thereof that the shares have been called for redemption and that a sum sufficient to
redeem the shares has been deposited with a specified financial institution with irrevocable instruction and authority
to pay the redemption price to the holders of the shares on the redemption date, in the case of uncertificated shares,
or upon surrender of certificates therefor in the case of certificated shares, and the sum has been so deposited.

(e) Advance notice of nominations and other business.--If the bylaws provide a fair and reasonable
procedure for the nomination of candidates for election as directors, only candidates who have been duly nominated
in accordance therewith shall be eligible for election. If the bylaws impose a fair and reasonable requirement of
advance notice of proposals to be made by a shareholder at the annual meeting of the shareholders, only proposals
for which advance notice has been properly given may be acted upon at the meeting.

(Dec. 19, 1990, P.L.834, No.198, eff. imd.; June 22, 2001, P.L.418, No.34, eff. 60 days)

2001 Amendment. Act 34 amended subsec. (b) and added subsec. (e).
1990 Amendment. Act 198 amended subsecs. (a) and (b).
Cross References. Section 1758 is referred to in sections 1106, 1725 of this title.

3. § 1766. Consent of shareholders in lieu of meeting.

(a) Unanimous consent.--Unless otherwise restricted in the bylaws, any action required or permitted to be
taken at a meeting of the shareholders or of a class of shareholders of a business corporation may be taken without a
meeting if a consent or consents to the action in record form are signed, before, on or after the effective date of the
action by all of the shareholders who would be entitled to vote at a meeting for such purpose. The consent or
consents must be filed with the minutes of the proceedings of the shareholders.

(b) Partial consent.--If the bylaws so provide, any action required or permitted to be taken at a meeting of the
shareholders or of a class of shareholders may be taken without a meeting upon the signed consent of shareholders
who would have been entitled to cast the minimum number of votes that would be necessary to authorize the action
at a meeting at which all shareholders entitled to vote thereon were present and voting. The consents shall be filed in
record form with the minutes of the proceedings of the shareholders.

(c) Effectiveness of action by partial consent.--An action taken pursuant to subsection (b) shall not become
effective until after at least ten days’ notice of the action has been given to each shareholder entitled to vote thereon
who has not consented thereto. This subsection may not be relaxed by any provision of the articles.

(d) Cross references.--See sections 1702 (relating to manner of giving notice) and 2524 (relating to consent of
shareholders in lieu of meeting).

(Dec. 19, 1990, P.L.834, No.198, eff. imd.; Dec. 18, 1992, P.L.1333, No.169, eff. 60 days; June 22,2001, P.L.418,
No.34, eff. 60 days; July 9, 2013, P.L.476, No.67, eff. 60 days)

2013 Amendment. Act 67 amended subsecs. (a), (b) and (d).
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2001 Amendment. Act 34 amended subsecs. (b) and (c).
1992 Amendment. Act 169 amended subsec. (b) and added subsecs. (¢) and (d).
Cross References. Section 1766 is referred to in section 1504 of this title.

B. Fundamental Changes (Chapter 19):

Preliminary Provisions (Subchapter A)

1. § 1901. Omission of certain provisions from filed plans

(a) General rule.--A plan as filed in the Department of State under any provision of this chapter may omit
all provisions of the plan except provisions, if any:

(1) that are intended to amend or constitute the operative provisions of the articles of a

corporation as in effect subsequent to the effective date of the plan; or

(2) that allocate or specify the respective assets and liabilities of the resulting corporations, in the
case of a plan of division.

(b) Availability of full plan.--If any of the provisions of a plan are omitted from the plan as filed in the
department, the articles of amendment, merger, consolidation, exchange, division or conversion shall state that the
full text of the plan is on file at the principal place of business of the reclassifying, surviving or new or a resulting
corporation and shall state the address thereof. A corporation that takes advantage of this section shall furnish a copy
of the full text of the plan, on request and without cost, to any shareholder of any corporation that was a party to the
plan and, unless all parties to the plan were closely held corporations, on request and at cost to any other person.

Cross References. Section 1901 is referred to in sections 1926, 1931, 1954, 1963 of this title.

2. § 1902. Statement of termination

(a) General rule.--If a statement with respect to shares, articles of amendment or articles of merger,
consolidation, exchange, division or conversion of a business corporation or to which it is a party have been filed in
the Department of State prior to the termination of the amendment or plan pursuant to provisions therefor set forth in
the resolution or petition relating to the amendment or in the plan, the termination shall not be effective unless the
corporation shall, prior to the time the amendment or plan is to become effective, file in the department a statement
of termination. The statement of termination shall be executed by the corporation that filed the amendment or by
each corporation that is a party to the plan, unless the plan permits termination by less than all of the corporations, in
which case the statement shall be executed on behalf of the corporation or corporations exercising the right to
terminate, and shall set forth:

(1) A copy of the statement with respect to shares, articles of amendment or articles of merger,
consolidation, exchange, division or conversion relating to the amendment or plan that is terminated.

(2) A statement that the amendment or plan has been terminated in accordance with the provisions
therefor set forth therein.

(b) Cross references.--See sections 134 (relating to docketing statement) and 138 (relating to statement of
correction).

Cross References. Section 1902 is referred to in sections 1522, 1914, 1924 of this title.

3. § 1903. Bankruptcy or insolvency proceedings

(a) General rule.--Whenever a business corporation is insolvent or in financial difficulty, the board of
directors may, by resolution and without the consent of the shareholders, authorize and designate the officers of the
corporation to execute a deed of assignment for the benefit of creditors, or file a voluntary petition in bankruptcy, or
file an answer consenting to the appointment of a receiver upon a complaint in the nature of an equity action filed by
creditors or shareholders, or file an answer to an involuntary petition in bankruptcy admitting the willingness of the
corporation to have relief ordered against it.

(b) Bankruptcy proceedings.--A business corporation may participate in a case and proceedings under
and in the manner provided by the Bankruptcy Code (11 U.S.C. § 101 et seq.) notwithstanding any contrary
provision of its articles or bylaws or this subpart, other than section 103 (relating to subordination of title to
regulatory laws). The corporation shall have full power and authority to put into effect and carry out a plan of
reorganization and the decrees and orders of the court or judge, and may take any proceeding and do any act
provided in the plan or directed by such decrees and orders, without further action by its directors or shareholders.
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Such power and authority may be exercised, and such proceedings and acts may be taken, as may be directed by such
plan or decrees or orders, by designated officers of the corporation or by a trustee appointed by the court or judge,
with the effect as if exercised and taken by unanimous action of the directors and shareholders of the corporation.
Without limiting the generality or effect of the foregoing, the corporation may:

(1) alter, amend or repeal its bylaws;

(2) constitute or reconstitute and classify or reclassify its board of directors and name, constitute
or appoint directors and officers in place of or in addition to all or some of the directors or officers then in
office;

(3) amend its articles of incorporation, including, without limitation, for the purpose of:

(i) canceling or modifying the relative rights or preferences of any or all authorized
classes or series of shares, whether or not any shares thereof are outstanding;

(ii) providing that any of Subchapter E (relating to control transactions), F (relating to
business combinations), G (relating to control-share acquisitions) or H (relating to disgorgement
by certain controlling shareholders following attempts to acquire control) of Chapter 25 shall not
be applicable to the corporation, whether or not the amendment is adopted in conformance with the
procedures specified in those subchapters, which amendment may take effect immediately without
regard to any passage of time otherwise required by those subchapters; or

(iii) otherwise altering, amending or repealing any provision of the articles or bylaws
notwithstanding any provision therein that the articles or bylaws may be altered, amended or
repealed only under certain conditions or only upon receiving the approval of a specified number
or percentage of votes of shareholders or of a class of shareholders;

(4) be dissolved, transfer all or part of its assets, merge, consolidate, participate in a share
exchange, divide or convert to a nonprofit corporation, as permitted by this chapter, but in any such case a
shareholder shall not be entitled to dissenters rights with respect to his shares;

(5) authorize and fix the terms, manner and conditions of the issuance of obligations, whether or
not convertible into shares of any class or series, or bearing warrants or other evidence of optional rights to
purchase or subscribe for shares of any class or series; or

(6) lease its property and franchises to any person.

(¢) Cross reference.--See the definition of “officer” in section 1103 (relating to definitions).

4. § 1904. De facto transaction doctrine abolished

The doctrine of de facto mergers, consolidations and other fundamental transactions is abolished and the
rules laid down by Bloch v. Baldwin Locomotive Works, 75 Pa. D. & C. 24 (C.P. Del. Cty. 1950), and Marks v. The
Autocar Co., 153 F.Supp. 768 (E.D. Pa. 1954), and similar cases are overruled. A transaction that in form satisfies
the requirements of this subpart may be challenged by reason of its substance only to the extent permitted by section
1105 (relating to restriction on equitable relief).

Cross References. Section 1904 is referred to in sections 1571, 1930 of this title.

5. §1905. Proposal of fundamental transactions

Where any provision of this chapter requires that an amendment of the articles, a plan or the dissolution of a
business corporation be proposed or approved by action of the board of directors, that requirement shall be construed
to authorize and be satisfied by the written agreement or consent of all of the shareholders of the corporation entitled
to vote thereon.

6. § 1906. Special treatment of holders of shares of same class or series

(a) General rule.--Except as otherwise restricted in the articles, a plan may contain a provision classifying
the holders of shares of a class or series into one or more separate groups by reference to any facts or circumstances
that are not manifestly unreasonable and providing mandatory treatment for shares of the class or series held by
particular shareholders or groups of shareholders that differs materially from the treatment accorded other
shareholders or groups of shareholders holding shares of the same class or series (including a provision modifying or
rescinding rights previously created under this section) if:

(1) (i) such provision is specifically authorized by a majority of the votes cast by all shareholders
entitled to vote on the plan, as well as by a majority of the votes cast by any class or series of shares any of
the shares of which are so classified into groups, whether or not such class or series would otherwise be
entitled to vote on the plan; and
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(ii) the provision voted on specifically enumerates the type and extent of the special
treatment authorized; or
(2) under all the facts and circumstances, a court of competent jurisdiction finds such special
treatment is undertaken in good faith, after reasonable deliberation and is in the best interest of the
corporation.

(b) Statutory voting rights upon special treatment.--Except as provided in subsection (c), if a plan
contains a provision for special treatment, each group of holders of any outstanding shares of a class or series who
are to receive the same special treatment under the plan shall be entitled to vote as a special class in respect to the
plan regardless of any limitations stated in the articles or bylaws on the voting rights of any class or series.

(c) Dissenters rights upon special treatment.--If any plan contains a provision for special treatment
without requiring for the adoption of the plan the statutory class vote required by subsection (b), the holder of any
outstanding shares the statutory class voting rights of which are so denied, who objects to the plan and complies with
Subchapter D of Chapter 15 (relating to dissenters rights), shall be entitled to the rights and remedies of dissenting
shareholders provided in that subchapter.

(c.1) Determination of groups.--For purposes of applying subsections (a)(1) and (b), the determination of

which shareholders are part of each group receiving special treatment shall be made as of the record date for

shareholder action on the plan.

(d) Exceptions.--This section shall not apply to:

(1) The creation or issuance of securities, contracts, warrants or other instruments evidencing any

shares, option rights, securities having conversion or option rights or obligations authorized by section 2513

(relating to disparate treatment of certain persons).

(2) A provision of a plan that offers to all holders of shares of a class or series the same option to
elect certain treatment.

(3) A plan that contains an express provision that this section shall not apply or that fails to
contain an express provision that this section shall apply.

(4) A provision of a plan that treats all of the holders of a particular class or series of shares
differently from the holders of another class or series. A provision of a plan that treats the holders of a class

or series of shares differently from the holders of another class or series of shares shall not constitute a

violation of section 1521(d) (relating to authorized shares).

(e) Definition.--As used in this section, the term “plan” includes:

(1) an amendment of the articles that effects a reclassification of shares, whether or not the
amendment is accompanied by a separate plan of reclassification; and
(2) aresolution recommending that the corporation dissolve voluntarily adopted under section

1972(a) (relating to proposal of voluntary dissolution).

Cross References. Section 1906 is referred to in sections 1103, 1521, 1571, 1911, 1922, 1930, 1931,
1932, 1952, 1962, 1972, 2537 of this title.

7. § 1907. Purpose of fundamental transactions

A transaction under this chapter does not require an independent business purpose in order for the
transaction to be lawful.

8. § 1908. Submission of matters to shareholders

A business corporation may agree, in record form, to submit an amendment or plan to its shareholders
whether or not the board of directors determines, at any time after approving the matter, that the matter is no longer
advisable and recommends that the shareholders reject or vote against it, regardless of whether the board of directors
changes its recommendation. If a corporation so agrees to submit a matter to its shareholders, the matter is deemed to
have been validly adopted by the corporation when it has been approved by the shareholders.

(July 9, 2013, P.L.476, No.67, eff. 60 days)

Amendment of Articles (Subchapter B)

1. § 1911. Amendment of articles authorized

(a) General rule.--A business corporation, in the manner provided in this subchapter, may from time to
time amend its articles for one or more of the following purposes:
(1) To adopt a new name, subject to the restrictions provided in this subpart.
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(2) To modify any provision of the articles relating to its term of existence.

(3) To change, add to or diminish its purposes or to set forth different or additional purposes.

(4) To cancel or otherwise affect the right of holders of the shares of any class or series to receive
dividends that have accrued but have not been declared or to otherwise effect a reclassification of or
otherwise affect the substantial rights of the holders of any shares, including, without limitation, by
providing special treatment of shares held by any shareholder or group of shareholders consistent with
section 1906 (relating to special treatment of holders of shares of same class or series).

(5) To restate the articles in their entirety.

(6) In any and as many other respects as desired.

(b) Exceptions.--An amendment adopted under this section shall not amend articles in such a way that as
so amended they would not be authorized by this subpart as original articles of incorporation except that:

(1) Restated articles shall, subject to section 109 (relating to name of commercial registered office
provider in lieu of registered address), state the address of the current instead of the initial registered office
of the corporation in this Commonwealth and need not state the names and addresses of the incorporators.

(2) The corporation shall not be required to revise any other provision of its articles if the
provision is valid and operative immediately prior to the filing of the amendment in the Department of
State.

(¢) Cross reference.--See section 1521(b)(1)(i) (relating to provisions specifically authorized).

2. § 1912. Proposal of amendments

(a) General rule.--Every amendment of the articles of a business corporation shall be proposed:

(1) by the adoption by the board of directors of a resolution setting forth the proposed amendment;
or

(2) unless otherwise provided in the articles, by petition of shareholders entitled to cast at least
10% of the votes that all shareholders are entitled to cast thereon, setting forth the proposed amendment,
which petition shall be directed to the board of directors and filed with the secretary of the corporation.
Except where the approval of the shareholders is unnecessary under this subchapter, the board of directors

shall direct that the proposed amendment be submitted to a vote of the shareholders entitled to vote thereon. An
amendment proposed pursuant to paragraph (2) shall be submitted to a vote either at the next annual meeting held
not earlier than 120 days after the amendment is proposed or at a special meeting of the shareholders called for that
purpose by the shareholders. See sections 1106(b)(4) (relating to uniform application of subpart) and 2535 (relating
to proposal of amendment to articles).

(b) Form of amendment.--The resolution or petition shall contain the language of the proposed
amendment of the articles:

(1) by setting forth the existing text of the articles or the provision thereof that is proposed to be
amended, with brackets around language that is to be deleted and underscoring under language that is to be
added; or

(2) by providing that the articles shall be amended so as to read as therein set forth in full, or that
any provision thereof be amended so as to read as therein set forth in full, or that the matter stated in the
resolution or petition be added to or stricken from the articles.

(¢) Terms of amendment.--The resolution or petition may set forth the manner and basis of reclassifying
the shares of the corporation. Any of the terms of a plan of reclassification or other action contained in an
amendment may be made dependent upon facts ascertainable outside of the amendment if the manner in which the
facts will operate upon the terms of the amendment is set forth in the amendment. Such facts may include, without
limitation, actions or events within the control of or determinations made by the corporation or a representative of
the corporation.

3. § 1913. Notice of meeting of shareholders

(a) General rule.--Notice in record form of the meeting of shareholders of a business corporation that will
act on the proposed amendment must be given to each shareholder entitled to vote thereon. The notice must include
the proposed amendment or a summary of the changes to be effected thereby and, if Subchapter D of Chapter 15
(relating to dissenters rights) is applicable, the text of that subchapter.

(b) Cross references.--See Subchapter A of Chapter 17 (relating to notice and meetings generally) and
section 2528 (relating to notice of shareholder meetings).
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4, § 1914. Adoption of amendments

(a) General rule.--A vote of the shareholders entitled to vote on a proposed amendment shall be taken at
the next annual or special meeting of which notice for that purpose has been duly given. Unless the articles or a
specific provision of this subpart requires a greater vote, a proposed amendment of the articles of a business
corporation shall be adopted upon receiving the affirmative vote of a majority of the votes cast by all shareholders
entitled to vote thereon and, if any class or series of shares is entitled to vote thereon as a class, the affirmative vote
of a majority of the votes cast in each such class vote. Any number of amendments may be submitted to the
shareholders and voted upon by them at one meeting. Except as provided in section 1912(a)(2) (relating to proposal
of amendments), a proposed amendment of the articles shall not be deemed to have been adopted by the corporation
unless it has also been approved by the board of directors, regardless of the fact that the board has directed or
suffered the submission of the amendment to the shareholders for action.

(b) Statutory voting rights.--Except as provided in this subpart, the holders of the outstanding shares of a
class or series of shares shall be entitled to vote as a class in respect of a proposed amendment regardless of any
limitations stated in the articles or bylaws on the voting rights of any class or series if the amendment would:

(1) authorize the board of directors to fix and determine the relative rights and preferences, as
between series, of any preferred or special class;

(2) make any change in the preferences, limitations or special rights (other than preemptive rights
or the right to vote cumulatively) of the shares of a class or series adverse to the class or series;

(3) authorize a new class or series of shares having a preference as to dividends or assets which is
senior to the shares of a class or series;

(4) increase the number of authorized shares of any class or series having a preference as to
dividends or assets which is senior in any respect to the shares of a class or series; or

(5) make the outstanding shares of a class or series redeemable by a method that is not pro rata, by
lot or otherwise equitable.

(c) Adoption by board of directors.--Unless otherwise restricted in the articles, an amendment of articles
shall not require the approval of the shareholders of the corporation if:

(1) shares have not been issued;
(2) the amendment is restricted to one or more of the following:

(i) changing the corporate name;

(i1) providing for perpetual existence;

(iii) reflecting a reduction in authorized shares effected by operation of section 1552(a)
(relating to power of corporation to acquire its own shares) and, if appropriate, deleting all
references to a class or series of shares that is no longer outstanding;

(iv) adding or deleting a provision authorized by section 1528(f) (relating to
uncertificated shares); or

(v) adding, changing or eliminating the par value of any class or series of shares if the par
value of that class or series does not have any substantive effect under the terms of that or any
other class or series of shares;
(3) (i) the corporation has only one class or series of voting shares outstanding;

(i1) the corporation does not have any class or series of shares outstanding that is:

(A) convertible into those voting shares;

(B) junior in any way to those voting shares; or

(C) entitled to participate on any basis in distributions with those voting shares;
and
(iii) the amendment is effective solely to accomplish one of the following purposes with

respect to those voting shares:

(A) in connection with effectuating a stock dividend of voting shares on the
voting shares, to increase the number of authorized shares of the voting shares in the same
proportion that the voting shares to be distributed in the stock dividend increase the
issued voting shares; or

(B) to split the voting shares and, if desired, increase the number of authorized
shares of the voting shares or change the par value of the voting shares, or both, in
proportion thereto;

(4) to the extent the amendment has not been approved by the shareholders, it restates without
change all of the operative provisions of the articles as theretofore amended or as amended thereby; or
(5) the amendment accomplishes any combination of purposes specified in this subsection.
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Whenever a provision of this subpart authorizes the board of directors to take any action without the
approval of the shareholders and provides that a statement, certificate, plan or other document relating to such action
shall be filed in the Department of State and shall operate as an amendment of the articles, the board upon taking
such action may, in lieu of filing the statement, certificate, plan or other document, amend the articles under this
subsection without the approval of the shareholders to reflect the taking of such action. An amendment of articles
under this subsection shall be deemed adopted by the corporation when it has been adopted by the board of directors
pursuant to section 1912 (relating to proposal of amendments).

(d) Termination of proposal.--Prior to the time when an amendment becomes effective, the amendment
may be terminated pursuant to provisions therefor, if any, set forth in the resolution or petition. If articles of
amendment have been filed in the department prior to the termination, a statement under section 1902 (relating to
statement of termination) shall be filed in the department.

(e) Amendment of voting provisions.--Unless otherwise provided in the articles, whenever the articles
require for the taking of any action by the shareholders or a class of shareholders a specific number or percentage of
votes, the provision of the articles setting forth that requirement shall not be amended or repealed by any lesser
number or percentage of votes of the shareholders or of the class of shareholders.

(f) Definition.--As used in this section, the term “voting shares” has the meaning specified in section 2552
(relating to definitions).

Cross References. Section 1914 is referred to in sections 1552, 1757, 1922, 1924, 1952, 1953 of this title.

5. § 1915. Articles of amendment

Upon the adoption of an amendment by a business corporation, as provided in this subchapter, articles of
amendment shall be executed by the corporation and shall set forth:

(1) The name of the corporation and, subject to section 109 (relating to name of commercial
registered office provider in lieu of registered address), the address, including street and number, if any, of
its registered office.

(2) The statute under which the corporation was incorporated and the date of incorporation.

(3) Ifthe amendment is to be effective on a specified date, the hour, if any, and the month, day
and year of the effective date.

(4) The manner in which the amendment was adopted by the corporation.

(5) The amendment adopted by the corporation, which shall be set forth in full.

(6) If the amendment effects a restatement of the articles, a statement that the restated articles
supersede the original articles and all amendments thereto.

Cross References. Section 1915 is referred to in sections 2104, 2704, 2722, 2904, 7104 of this title.

6. § 1916. Filing and effectiveness of articles of amendment

(a) Filing.--The articles of amendment of a business corporation shall be filed in the Department of State.
See section 134 (relating to docketing statement).

(b) Effectiveness.--Upon the filing of the articles of amendment in the department or upon the effective
date specified in the articles of amendment, whichever is later, the amendment shall become effective and the articles
of incorporation shall be deemed to be amended accordingly. An amendment shall not affect any existing cause of
action in favor of or against the corporation, or any pending action or proceeding to which the corporation is a party,
or the existing rights of persons other than shareholders. If the corporate name is changed by the amendment, an
action brought by or against the corporation under its former name shall not be abated for that reason.

Mergers & Consolidation (Subchapter C)

1. §1921. Merger and consolidation authorized

(a) Domestic surviving or new corporation.--Any two or more domestic business corporations, or any
two or more foreign business corporations, or any one or more domestic business corporations and any one or more
foreign business corporations, may, in the manner provided in this subchapter, be merged into one of the domestic
business corporations, designated in this subchapter as the surviving corporation, or consolidated into a new
corporation to be formed under this subpart, if the foreign business corporations are authorized by the laws of the
jurisdiction under which they are incorporated to effect a merger or consolidation with a corporation of another
jurisdiction.

(b) Foreign surviving or new corporation.--Any one or more domestic business corporations, and any
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one or more foreign business corporations, may, in the manner provided in this subchapter, be merged into one of the
foreign business corporations, designated in this subchapter as the surviving corporation, or consolidated into a new
corporation to be incorporated under the laws of the jurisdiction under which one of the foreign business
corporations is incorporated, if the laws of that jurisdiction authorize a merger with or consolidation into a
corporation of another jurisdiction.

(c) Business trusts, partnerships and other associations.--The provisions of this subchapter applicable to
domestic and foreign business corporations shall also be applicable to a merger, consolidation or share exchange to
which a domestic business corporation is a party or in which such a corporation is the resulting entity with, into or
involving a domestic or foreign partnership, business trust or other association. The surviving, resulting or
exchanging entity in such a merger, consolidation or share exchange may be a corporation, partnership, business trust
or other association. Subject to the provisions of Subchapter F of Chapter 85 (relating to merger and consolidation),
the powers and duties vested in and imposed upon the board of directors and shareholders in this subchapter shall be
exercised and performed by the group of persons under the direction of whom the business and affairs of the
partnership, business trust or other association are managed and the holders or owners of beneficial or other interests
in the partnership, business trust or other association, respectively, irrespective of the names by which the managing
group and the holders or owners of beneficial or other interests are designated. The units into which the beneficial or
other interests in the partnership, business trust or other association are divided shall be deemed to be shares for the
purposes of applying the provisions of this subchapter to a merger, consolidation or share exchange involving the
partnership, business trust or other association. Dissenters rights shall be available to a holder of beneficial or other
interests only to the extent, if any, provided by the law under which the partnership, business trust or other
association is organized.

2. § 1922. Plan of merger or consolidation

(a) Preparation of plan.--A plan of merger or consolidation, as the case may be, shall be prepared, setting
forth:

(1) The terms and conditions of the merger or consolidation.

(2) Ifthe surviving or new corporation is or is to be a domestic business corporation:

(1) any changes desired to be made in the articles, which may include a restatement of the
articles in the case of a merger; or

(i) in the case of a consolidation, all of the statements required by this subpart to be set
forth in restated articles.

(3) The manner and basis of converting the shares of each corporation into shares or other
securities or obligations of the surviving or new corporation, or of canceling some or all of the shares of a
corporation, as the case may be, and, if any of the shares of any of the corporations that are parties to the
merger or consolidation are not to be canceled or converted solely into shares or other securities or
obligations of the surviving or new corporation, the shares or other securities or obligations of any other
person or cash, property or rights that the holders of such shares are to receive in exchange for, or upon
conversion of, such shares, and the surrender of any certificates evidencing them, which securities or
obligations, if any, of any other person or cash, property or rights may be in addition to or in licu of the
shares or other securities or obligations of the surviving or new corporation.

(4) Any provisions desired providing special treatment of shares held by any shareholder or group
of shareholders as authorized by, and subject to the provisions of, section 1906 (relating to special treatment
of holders of shares of same class or series).

(5) Such other provisions as are deemed desirable.

(b) Post-adoption amendment.--A plan of merger or consolidation may contain a provision that the
boards of directors of the constituent corporations may amend the plan at any time prior to its effective date, except
that an amendment made subsequent to the adoption of the plan by the shareholders of any constituent domestic
business corporation shall not change:

(1) The amount or kind of shares, obligations, cash, property or rights to be received in exchange

for or on conversion of all or any of the shares of the constituent domestic business corporation

adversely to the holders of those shares.

(2) Any provision of the articles of the surviving or new corporation as it is to be in effect
immediately following consummation of the merger or consolidation except provisions that may be
amended without the approval of the shareholders under section 1914(c)(2) (relating to adoption of
amendments).

(3) Any of the other terms and conditions of the plan if the change would adversely affect the
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holders of any shares of the constituent domestic business corporation.

(c) Proposal.--Except where the approval of the board of directors is unnecessary under this subchapter,
every merger or consolidation shall be proposed in the case of each domestic business corporation by the adoption
by the board of directors of a resolution approving the plan of merger or consolidation. Except where the approval of
the shareholders is unnecessary under this subchapter, the board of directors shall direct that the plan be submitted to
a vote of the shareholders entitled to vote thereon at a regular or special meeting of the shareholders.

(d) Party to plan or transaction.--A corporation, partnership, business trust or other association that
approves a plan in its capacity as a shareholder or creditor of a merging or consolidating corporation, or that
furnishes all or a part of the consideration contemplated by a plan, does not thereby become a party to the plan or the
merger or consolidation for the purposes of this subchapter.

(e) Reference to outside facts.--Any of the terms of a plan of merger or consolidation may be made
dependent upon facts ascertainable outside of the plan if the manner in which the facts will operate upon the terms of
the plan is set forth in the plan. Such facts may include, without limitation, actions or events within the control of or
determinations made by a party to the plan or a representative of a party to the plan.

3. § 1923. Notice of meeting to shareholders

(a) General rule.--Notice in record form of the meeting of shareholders that will act on the proposed plan must
be given to each sharcholder of record, whether or not entitled to vote thereon, of each domestic business
corporation that is a party to the merger or consolidation. The notice must include or be accompanied by the
proposed plan or a summary thereof. If Subchapter D of Chapter 15 (relating to dissenters rights) is applicable to the
holders of shares of any class or series, the text of that subchapter and of section 1930 (relating to dissenters rights)
must be furnished to the holders of shares of that class or series. If the surviving or new corporation will be a
nonregistered corporation, the notice must state that a copy of its bylaws as they will be in effect immediately
following the merger or consolidation will be furnished to any shareholder on request and without cost.

(b) Cross references.--See Subchapter A of Chapter 17 (relating to notice and meetings generally) and
sections 2512 (relating to dissenters rights procedure) and 2528 (relating to notice of sharecholder meetings).

4. §1924. Adoption of plan

(a) General rule.--The plan of merger or consolidation shall be adopted upon receiving the affirmative
vote of a majority of the votes cast by all shareholders entitled to vote thereon of each of the domestic business
corporations that is a party to the merger or consolidation and, if any class or series of shares is entitled to vote
thereon as a class, the affirmative vote of a majority of the votes cast in each class vote. The holders of any class or
series of shares of a domestic corporation that is a party to a merger or consolidation that effects any change in the
articles of the corporation shall be entitled to vote as a class on the plan if they would have been entitled to a class
vote under the provisions of section 1914 (relating to adoption of amendments) had the change been accomplished
under Subchapter B (relating to amendment of articles). A proposed plan of merger or consolidation shall not be
deemed to have been adopted by the corporation unless it has also been approved by the board of directors,
regardless of the fact that the board has directed or suffered the submission of the plan to the shareholders for action.

(b) Adoption by board of directors.--

(1) Unless otherwise required by its bylaws, a plan of merger or consolidation shall not require the
approval of the shareholders of a constituent domestic business corporation if:
(i) whether or not the constituent corporation is the surviving corporation:

(A) the surviving or new corporation is a domestic business corporation and the
articles of the surviving or new corporation are identical to the articles of the constituent
corporation, except changes that under section 1914(c) (relating to adoption by board of
directors) may be made without shareholder action;

(B) each share of the constituent corporation outstanding immediately prior to
the effective date of the merger or consolidation is to continue as or to be converted into,
except as may be otherwise agreed by the holder thereof, an identical share of the
surviving or new corporation after the effective date of the merger or consolidation; and

(C) the plan provides that the shareholders of the constituent corporation are to
hold in the aggregate shares of the surviving or new corporation to be outstanding
immediately after the effectiveness of the plan entitled to cast at least a majority of the
votes entitled to be cast generally for the election of directors;

(i) immediately prior to the adoption of the plan and at all times thereafter prior to its
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effective date, another corporation that is a party to the plan owns directly or indirectly 80% or

more of the outstanding shares of each class of the constituent corporation; or

(iii) no shares of the constituent corporation have been issued prior to the adoption of the
plan of merger or consolidation by the board of directors pursuant to section 1922 (relating to plan
of merger or consolidation).

(2) If a merger or consolidation is effected pursuant to paragraph (1)(i) or (iii), the plan of merger
or consolidation shall be deemed adopted by the constituent corporation when it has been adopted by the
board of directors pursuant to section 1922.

(3) If a merger or consolidation of a subsidiary corporation with a parent corporation is effected
pursuant to paragraph (1)(ii), the plan of merger or consolidation shall be deemed adopted by the subsidiary
corporation when it has been adopted by the board of the parent corporation and neither approval of the
plan by the board of directors of the subsidiary corporation nor execution of articles of merger or
consolidation by the subsidiary corporation shall be necessary.

(4) (i) Unless otherwise required by its bylaws, a plan of merger or consolidation providing for
the merger or consolidation of a domestic business corporation (referred to in this paragraph as the
“constituent corporation”) with or into a single indirect wholly owned subsidiary (referred to in this
paragraph as the “subsidiary corporation”) of the constituent corporation shall not require the approval of
the shareholders of either the constituent corporation or the subsidiary corporation if all of the provisions of
this paragraph are satisfied.

(i) A merger or consolidation under this paragraph shall satisfy the following conditions:

(A) The constituent corporation and the subsidiary corporation are the only
parties to the merger or consolidation, other than the resulting corporation, if any, in a
consolidation (the corporation that survives or results from the merger or consolidation is
referred to in this paragraph as the “resulting subsidiary™).

(B) Each share or fraction of a share of the capital stock of the constituent
corporation outstanding immediately prior to the effective time of the merger or
consolidation is converted in the merger or consolidation into a share or equal fraction of
a share of capital stock of a holding company having the same designations, rights,
powers and preferences and the qualifications, limitations and restrictions as the share of
stock of the constituent corporation being converted in the merger or consolidation.

(C) The holding company and the resulting subsidiary are each domestic
business corporations.

(D) Immediately following the effective time of the merger or consolidation, the
articles of incorporation and bylaws of the holding company are identical to the articles of
incorporation and bylaws of the constituent corporation immediately before the effective
time of the merger or consolidation except for changes that could be made without
shareholder approval under section 1914(c) (relating to adoption by board of directors).

(E) Immediately following the effective time of the merger or consolidation, the
resulting subsidiary is a direct or indirect wholly owned subsidiary of the holding
company.

(F) The directors of the constituent corporation become or remain the directors
of the holding company upon the effective time of the merger or consolidation.

(G) The board of directors of the constituent corporation has made a good faith
determination that the shareholders of the constituent corporation will not recognize gain
or loss for United States Federal Income Tax purposes.

(iii) As used in this paragraph only, the term “holding company” means a corporation
that, from its incorporation until consummation of the merger or consolidation governed by this
paragraph, was at all times a direct wholly owned subsidiary of the constituent corporation and
whose capital stock is issued in the merger or consolidation.

(iv) If the holding company is a registered corporation, the shares of the holding
company issued in connection with the merger or consolidation shall be deemed to have been
acquired at the time that the shares of the constituent corporation converted in the merger or
consolidation were acquired.

(5) A plan of merger or consolidation adopted by the board of directors under this subsection
without the approval of the shareholders shall not, by itself, create or impair any rights or obligations on the
part of any person under section 2538 (relating to approval of transactions with interested shareholders) or
under Subchapters E (relating to control transactions), F (relating to business combinations), G (relating to
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control-share acquisitions), H (relating to disgorgement by certain controlling shareholders following

attempts to acquire control), I (relating to severance compensation for employees terminated following

certain control-share acquisitions) and J (relating to business combination transactions - labor contracts) of

Chapter 25, nor shall it change the standard of care applicable to the directors under Subchapter B of

Chapter 17 (relating to fiduciary duty).

(¢) Termination of plan.--Prior to the time when a merger or consolidation becomes effective, the merger
or consolidation may be terminated pursuant to provisions therefor, if any, set forth in the plan. If articles of merger
or consolidation have been filed in the Department of State prior to the termination, a statement under section 1902
(relating to statement of termination) shall be filed in the department.

(d) Cross reference.--See section 2539 (relating to adoption of plan of merger by board of directors).

5. § 1925. Authorization by foreign corporations

The plan of merger or consolidation shall be authorized, adopted or approved by each foreign business
corporation that desires to merge or consolidate in accordance with the laws of the jurisdiction in which it is
incorporated.

6. § 1926. Articles of merger or consolidation

Upon the adoption of the plan of merger or consolidation by the corporations desiring to merge or
consolidate, as provided in this subchapter, articles of merger or articles of consolidation, as the case may be, shall,
except as provided by section 1924(b)(3) (relating to adoption by board of directors), be executed by each
corporation and shall, subject to section 109 (relating to name of commercial registered office provider in lieu of
registered address), set forth:

(1) The name and the location of the registered office, including street and number, if any, of the
domestic surviving or new corporation or, in the case of a foreign surviving or new corporation, the name of
the corporation and its jurisdiction of incorporation, together with either:

(i) If a qualified foreign business corporation, the address, including street and number, if
any, of its registered office in this Commonwealth.

(i1) If a nonqualified foreign business corporation, the address, including street and
number, if any, of its principal office under the laws of the jurisdiction in which it is incorporated.

(2) The name and address, including street and number, if any, of the registered office of each
other domestic business corporation and qualified foreign business corporation that is a party to the merger
or consolidation.

(3) Ifthe plan is to be effective on a specified date, the hour, if any, and the month, day and year
of the effective date.

(4) The manner in which the plan was adopted by each domestic corporation and, if one or more
foreign corporations are parties to the merger or consolidation, the fact that the plan was authorized,
adopted or approved, as the case may be, by each of the foreign corporations in accordance with the laws of
the jurisdiction in which it is incorporated.

(5) Except as provided in section 1901 (relating to omission of certain provisions from filed
plans), the plan of merger or consolidation.

7. § 1927. Filing of articles of merger or consolidation

(a) General rule.--The articles of merger or articles of consolidation, as the case may be, and the
certificates or statement, if any, required by section 139 (relating to tax clearance of certain fundamental
transactions) shall be filed in the Department of State.

(b) Cross reference.--See section 134 (relating to docketing statement).

8. §1928. Effective date of merger or consolidation

Upon the filing of the articles of merger or the articles of consolidation in the Department of State or upon
the effective date specified in the plan of merger or consolidation, whichever is later, the merger or consolidation
shall be effective. The merger or consolidation of one or more domestic business corporations into a foreign business
corporation shall be effective according to the provisions of law of the jurisdiction in which the foreign corporation
is incorporated, but not until articles of merger or articles of consolidation have been adopted and filed, as provided
in this subchapter.
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9. § 1929. Effect of merger or consolidation

(a) Single surviving or new corporation.--Upon the merger or consolidation becoming effective, the
several corporations parties to the merger or consolidation shall be a single corporation which, in the case of a
merger, shall be the corporation designated in the plan of merger as the surviving corporation and, in the case of a
consolidation, shall be the new corporation provided for in the plan of consolidation. The separate existence of all
corporations parties to the merger or consolidation shall cease, except that of the surviving corporation, in the case of
a merger. The surviving or new corporation, as the case may be, if it is a domestic business corporation, shall not
thereby acquire authority to engage in any business or exercise any right that a corporation may not be incorporated
under this subpart to engage in or exercise.

(b) Property rights.--All the property, real, personal and mixed, and franchises of each of the corporations
parties to the merger or consolidation, and all debts due on whatever account to any of them, including subscriptions
for shares and other choses in action belonging to any of them, shall be deemed to be vested in and shall belong to
the surviving or new corporation, as the case may be, without further action, and the title to any real estate, or any
interest therein, vested in any of the corporations shall not revert or be in any way impaired by reason of the merger
or consolidation. The surviving or new corporation shall thenceforth be responsible for all the liabilities of each of
the corporations so merged or consolidated. Liens upon the property of the merging or consolidating corporations
shall not be impaired by the merger or consolidation and any claim existing or action or proceeding pending by or
against any of the corporations may be prosecuted to judgment as if the merger or consolidation had not taken place
or the surviving or new corporation may be proceeded against or substituted in its place.

(¢) Taxes.--Any taxes, interest, penalties and public accounts of the Commonwealth claimed against any of
the merging or consolidating corporations that are settled, assessed or determined prior to or after the merger or
consolidation shall be the liability of the surviving or new corporation and, together with interest thereon, shall be a
lien against the franchises and property, both real and personal, of the surviving or new corporation.

(d) Articles of incorporation.--In the case of a merger, the articles of incorporation of the surviving
domestic business corporation, if any, shall be deemed to be amended to the extent, if any, that changes in its articles
are stated in the plan of merger. In the case of a consolidation into a domestic business corporation, the statements
that are set forth in the plan of consolidation, or articles of incorporation set forth therein, shall be deemed to be the
articles of incorporation of the new corporation.

10.§ 1930. Dissenter’s rights

(a) General rule.--If any shareholder of a domestic business corporation that is to be a party to a merger or
consolidation pursuant to a plan of merger or consolidation objects to the plan of merger or consolidation and
complies with the provisions of Subchapter D of Chapter 15 (relating to dissenters rights), the sharecholder shall be
entitled to the rights and remedies of dissenting shareholders therein provided, if any. See also section 1906(c)
(relating to dissenters rights upon special treatment).

(b) Plans adopted by directors only.--Except as otherwise provided pursuant to section 1571(c) (relating
to grant of optional dissenters rights), Subchapter D of Chapter 15 shall not apply to any of the shares of a
corporation that is a party to a merger or consolidation pursuant to section 1924(b)(1)(i) or (4) (relating to adoption
by board of directors).

(¢) Cross references.--See sections 1571(b) (relating to exceptions) and 1904 (relating to de facto
transaction doctrine abolished).

Share Exchanges (Subchapter C)

1. §1931. Share exchanges

(a) General rule.--All the outstanding shares of one or more classes or series of a domestic business
corporation, designated in this section as the exchanging corporation, may, in the manner provided in this section, be
acquired by any person, designated in this section as the acquiring person, through an exchange of all the shares
pursuant to a plan of exchange. The plan of exchange may also provide for the shares of any other class or series of
the exchanging corporation to be canceled or converted into shares, other securities or obligations of any person or
cash, property or rights. The procedure authorized by this section shall not be deemed to limit the power of any
person to acquire all or part of the shares or other securities of any class or series of a corporation through a
voluntary exchange or otherwise by agreement with the holders of the shares or other securities.

(b) Plan of exchange.--A plan of exchange shall be prepared, setting forth:

(1) The terms and conditions of the exchange.
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(2) The manner and basis of canceling the shares of the exchanging corporation or exchanging or
converting the shares of the exchanging corporation into shares or other securities or obligations of the
acquiring person, and, if any of the shares of the exchanging corporation are not to be exchanged or
converted solely into shares or other securities or obligations of the acquiring person, the shares or other
securities or obligations of any other person or cash, property or rights that the holders of the shares of the
exchanging corporation are to receive in exchange for, or upon conversion of, the shares and the surrender
of any certificates evidencing them, which securities or obligations, if any, of any other person or cash,
property and rights may be in addition to or in lieu of the shares or other securities or obligations of the
acquiring person.

(3) Any changes desired to be made in the articles of the exchanging corporation, which may
include a restatement of the articles.

(4) Any provisions desired providing special treatment of shares held by any shareholder or group
of shareholders as authorized by, and subject to the provisions of, section 1906 (relating to special treatment
of holders of shares of same class or series). Notwithstanding subsection (a), a plan that provides special
treatment may affect less than all of the outstanding shares of a class or series.

(5) Such other provisions as are deemed desirable.

(c) Proposal and adoption.--The plan of exchange shall be proposed and adopted and may be amended
after its adoption and terminated by the exchanging corporation in the manner provided by this subchapter for the
proposal, adoption, amendment and termination of a plan of merger except section 1924(b) (relating to adoption by
board of directors). There shall be included in, or enclosed with, the notice of the meeting of shareholders to act on
the plan a copy or a summary of the plan and, if Subchapter D of Chapter 15 (relating to dissenters rights) is
applicable, a copy of the subchapter and of subsection (d). The holders of any class of shares to be exchanged or
converted pursuant to the plan of exchange shall be entitled to vote as a class on the plan if they would have been
entitled to vote on a plan of merger that affects the class in substantially the same manner as the plan of exchange.

(d) Dissenters rights in share exchanges.--Any holder of shares that are to be canceled, exchanged or
converted pursuant to a plan of exchange who objects to the plan and complies with the provisions of Subchapter D
of Chapter 15 shall be entitled to the rights and remedies of dissenting shareholders therein provided, if any. See
section 1906(c) (relating to dissenters rights upon special treatment).

(e) Articles of exchange.--Upon adoption of a plan of exchange, as provided in this section, articles of
exchange shall be executed by the exchanging corporation and shall set forth:

(1) The name and, subject to section 109 (relating to name of commercial registered office
provider in lieu of registered address), the location of the registered office, including street and number, if
any, of the exchanging corporation.

(2) Ifthe plan is to be effective on a specified date, the hour, if any, and the month, day and year
of the effective date.

(3) The manner in which the plan was adopted by the exchanging corporation.

(4) Except as provided in section 1901 (relating to omission of certain provisions from filed
plans), the plan of exchange.

The articles of exchange shall be filed in the Department of State. See sections 134 (relating to docketing statement)
and 135 (relating to requirements to be met by filed documents).

(f) Effective date.--Upon the filing of articles of exchange in the department or upon the effective date
specified in the plan of exchange, whichever is later, the plan shall become effective.

(g) Effect of plan.--Upon the plan of exchange becoming effective, the shares of the exchanging
corporation that are, under the terms of the plan, to be canceled, converted or exchanged shall cease to exist or shall
be converted or exchanged. The former holders of the shares shall thereafter be entitled only to the shares, other
securities or obligations or cash, property or rights into which they have been converted or for which they have been
exchanged in accordance with the plan, and the acquiring person shall be the holder of the shares of the exchanging
corporation stated in the plan to be acquired by such person. The articles of incorporation of the exchanging
corporation shall be deemed to be amended to the extent, if any, that changes in its articles are stated in the plan of
exchange.

(h) Special requirements.--If any provision of the articles or bylaws of an exchanging domestic business
corporation adopted before October 1, 1989, requires for the proposal or adoption of a plan of merger, consolidation
or asset transfer a specific number or percentage of votes of directors or shareholders or other special procedures, the
plan of exchange shall not be proposed by the directors or adopted by the shareholders without that number or
percentage of votes or compliance with the other special procedures.

(i) Reference to outside facts.--Any of the terms of a plan of exchange may be made dependent upon facts
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ascertainable outside of the plan if the manner in which the facts will operate upon the terms of the plan is set forth in
the plan. Such facts may include, without limitation, actions or events within the control of or determinations made
by a party to the plan or a representative of a party to the plan.

Sale of Assets (Subchapter C)

1. § 1932. Voluntary transfer of corporate assets

(a) Shareholder approval not required.--The sale, lease, exchange or other disposition of all, or
substantially all, the property and assets of a business corporation, when made in the usual and regular course of the
business of the corporation, or for the purpose of relocating all, or substantially all, of the business of the
corporation, may be made upon such terms and conditions, and for such consideration, as shall be authorized by its
board of directors. Except as otherwise restricted by the bylaws, authorization or consent of the shareholders shall
not be required for such a transaction.

(b) Shareholder approval required.--

(1) A sale, lease, exchange or other disposition of all, or substantially all, the property and assets,
with or without the goodwill, of a business corporation, if not made pursuant to subsection (a) or (d) or to
section 1551 (relating to distributions to shareholders) or Subchapter D (relating to division), may be made
only pursuant to a plan of asset transfer in the manner provided in this subsection. A corporation selling,
leasing or otherwise disposing of all, or substantially all, its property and assets is referred to in this
subsection and in subsection (c) as the “transferring corporation.”

(2) The property or assets of a direct or indirect subsidiary corporation that is controlled by a
parent corporation shall also be deemed the property or assets of the parent corporation for the purposes of
this subsection and of subsection (c). A merger or consolidation to which such a subsidiary corporation is a
party and in which a third party acquires direct or indirect ownership of the property or assets of the
subsidiary corporation constitutes an “other disposition” of the property or assets of the parent corporation
within the meaning of that term as used in this section.

(3) The plan of asset transfer shall set forth the terms and conditions of the sale, lease, exchange
or other disposition or may authorize the board of directors to fix any or all of the terms and conditions,
including the consideration to be received by the corporation therefor. The plan may provide for the
distribution to the shareholders of some or all of the consideration to be received by the corporation,
including provisions for special treatment of shares held by any shareholder or group of shareholders as
authorized by, and subject to the provisions of, section 1906 (relating to special treatment of holders of
shares of same class or series). It shall not be necessary for the person acquiring the property or assets of the
transferring corporation to be a party to the plan. Any of the terms of the plan may be made dependent upon
facts ascertainable outside of the plan if the manner in which the facts will operate upon the terms of the
plan is set forth in the plan. Such facts may include, without limitation, actions or events within the control
of or determinations made by the corporation or a representative of the corporation.

(4) The plan of asset transfer shall be proposed and adopted, and may be amended after its
adoption and terminated, by the transferring corporation in the manner provided in this subchapter for the
proposal, adoption, amendment and termination of a plan of merger, except section 1924(b) (relating to
adoption by board of directors). The procedures of this subchapter shall not be applicable to the person
acquiring the property or assets of the transferring corporation. There shall be included in, or enclosed with,
the notice of the meeting of the shareholders of the transferring corporation to act on the plan a copy or a
summary of the plan and, if Subchapter D of Chapter 15 (relating to dissenters rights) is applicable, a copy
of the subchapter and of subsection (¢).

(5) In order to make effective the plan of asset transfer so adopted, it shall not be necessary to file
any articles or other documents in the Department of State.

(c) Dissenters rights in asset transfers.--

(1) If a shareholder of a transferring corporation that adopts a plan of asset transfer objects to the
plan and complies with Subchapter D of Chapter 15, the shareholder shall be entitled to the rights and
remedies of dissenting shareholders therein provided, if any.

(2) Paragraph (1) shall not apply to a sale pursuant to an order of court having jurisdiction in the
premises or a sale pursuant to a plan of asset transfer that requires that all or substantially all of the net
proceeds of sale be distributed to the shareholders in accordance with their respective interests within one
year after the date of sale or to a liquidating trust.

(3) See sections 1906(c) (relating to dissenters rights upon special treatment) and 2537 (relating to
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dissenters rights in asset transfers).

(d) Exceptions.--Subsections (b) and (c)(1) shall not apply to a sale, lease, exchange or other disposition of
all, or substantially all, of the property and assets of a business corporation:

(1) that directly or indirectly owns all of the outstanding shares of another corporation to the other
corporation if the voting rights, preferences, limitations or relative rights, granted to or imposed upon the
shares of any class of the parent corporation are not altered by the sale, lease, exchange or other disposition;

(2) when made in connection with the dissolution or liquidation of the corporation, which
transaction shall be governed by the provisions of Subchapter F (relating to voluntary dissolution and
winding up) or G (relating to involuntary liquidation and dissolution), as the case may be; or

(3) when made in connection with a transaction pursuant to which all the assets sold, leased,
exchanged or otherwise disposed of are simultaneously leased back to the corporation.

(e) Mortgage.--A mortgage, pledge, grant of a security interest or dedication of property to the repayment
of indebtedness (with or without recourse) shall not be deemed a sale, lease, exchange or other disposition for the
purposes of this section.

(f) Restrictions.--This section shall not be construed to authorize the conversion or exchange of property
or assets in fraud of corporate creditors or in violation of law.

(g) Presumption.--A corporation will conclusively be deemed not to have sold, leased, exchanged or
otherwise disposed of all, or substantially all, of its property and assets, with or without goodwill, if the corporation
or any direct or indirect subsidiary controlled by the corporation retains a business activity that represented at the end
of its most recently completed fiscal year, on a consolidated basis, at least:

(1) 25% of total assets; and

(2) 25% of either:

(i) income from continuing operations before taxes; or
(i) revenues from continuing operations.

Voluntary Dissolution and Winding Up (Subchapter F)

1. § 1971. Voluntary dissolution by shareholders or incorporators

(a) General rule.--The shareholders or incorporators of a business corporation that has not commenced
business may effect the dissolution of the corporation by filing articles of dissolution in the Department of State. The
articles of dissolution shall be executed in the name of the corporation by a majority of the incorporators or a
majority in interest of the shareholders and shall set forth:

(1) The name of the corporation and, subject to section 109 (relating to name of commercial
registered office provider in lieu of registered address), the address, including street and number, if any, of
its registered office.

(2) The statute under which the corporation was incorporated and the date of incorporation.

(3) That the corporation has not commenced business.

(4) That the amount, if any, actually paid in on subscriptions for its shares, less any part thereof
disbursed for necessary expenses, has been returned to those entitled thereto.

(5) That all liabilities of the corporation have been discharged or that adequate provision has been
made therefor.

(6) That a majority of the incorporators or a majority in interest of the shareholders elect that the
corporation be dissolved.

(b) Filing.--The articles of dissolution shall be filed in the Department of State. See section 134 (relating to
docketing statement).

(c) Effect.--Upon the filing of the articles of dissolution, the existence of the corporation shall cease.

2. § 1972. Proposal of voluntary dissolution

(a) General rule.--Any business corporation that has commenced business may dissolve voluntarily in the
manner provided in this subchapter and wind up its affairs in the manner provided in section 1975 (relating to
predissolution provision for liabilities) or Subchapter H (relating to postdissolution provision for liabilities).
Voluntary dissolution shall be proposed by the adoption by the board of directors of a resolution recommending that
the corporation be dissolved voluntarily. The resolution shall contain a statement either that the dissolution shall
proceed under section 1975 or that the dissolution shall proceed under Subchapter H. The resolution may set forth
provisions for the distribution to shareholders of any surplus remaining after paying or providing for all liabilities of

61



Copyright © 2015 Samuel C. Thompson, Jr. All rights reserved.

Pennsylvania Business Corporation Law, Fundamental Changes and Takeovers

the corporation, including provisions for special treatment of shares held by any shareholder or group of
shareholders as authorized by, and subject to the provisions of, section 1906 (relating to special treatment of holders
of shares of same class or series).

(b) Submission to shareholders.--The board of directors shall direct that the resolution recommending
dissolution be submitted to a vote of the shareholders of the corporation entitled to vote thereon at a regular or
special meeting of the shareholders.

(¢) Cross reference.--See section 1974(d) (relating to amendment of winding-up election).

3. § 1973. Notice of meeting of shareholders

(a) General rule.--Notice in record form of the meeting of shareholders that will consider the resolution
recommending dissolution of the business corporation must be given to each shareholder of record entitled to vote
thereon. The purpose of the meeting must be stated in the notice.

(b) Cross references.--See Subchapter A of Chapter 17 (relating to notice and meetings generally) and
section 2528 (relating to notice of shareholder meetings).

4. § 1974. Adoption of proposal

(a) General rule.--The resolution shall be adopted upon receiving the affirmative vote of a majority of the
votes cast by all shareholders of the business corporation entitled to vote thereon and, if any class of shares is entitled
to vote thereon as a class, the affirmative vote of a majority of the votes cast in each class vote. A proposal for the
voluntary dissolution of a corporation shall not be deemed to have been adopted by the corporation unless it has also
been recommended by resolution of the board of directors, regardless of the fact that the board has directed or
suffered the submission of such a proposal to the sharecholders for action.

(b) Termination of proposal.--Prior to the time when articles of dissolution are filed in the Department of
State, the proposal may be terminated pursuant to provisions therefor, if any, set forth in the resolution.

(c) Action rescinding election to dissolve.--Prior to the time when articles of dissolution are filed in the
department, any business corporation may rescind its election to dissolve in the same manner and by the same
procedure as that provided in this subchapter for the election of a corporation to dissolve voluntarily.

(d) Amendment of winding-up election.--If the resolution with respect to voluntary dissolution so
provides, an election to proceed under section 1975 (relating to predissolution provision for liabilities) or Subchapter
H (relating to postdissolution provision for liabilities) may be reversed by the board of directors prior to the time
when articles of dissolution are filed in the department, notwithstanding the adoption by the shareholders of the
proposal for voluntary dissolution.

5. § 1975. Predissolution provision for liabilities

(a) Powers of board.--The board of directors of a business corporation that has elected to proceed under
this section shall have full power to wind up and settle the affairs of the corporation in accordance with this section
prior to filing articles of dissolution in accordance with section 1977 (relating to articles of dissolution).

(b) Notice to creditors and taxing authorities.--After the approval by the shareholders of the resolution
recommending that the corporation dissolve voluntarily, the corporation shall immediately cause notice of the
winding up proceedings to be officially published and to be mailed by certified or registered mail to each known
creditor and claimant and to each municipal corporation in which it has a place of business in this Commonwealth.

(¢) Winding up and distribution.--The corporation shall, as speedily as possible, proceed to collect all
sums due it, convert into cash all corporate assets the conversion of which into cash is required to discharge its
liabilities and, out of the assets of the corporation, discharge or make adequate provision for the discharge of all
liabilities of the corporation, according to their respective priorities. Any surplus remaining after paying or providing
for all liabilities of the corporation shall be distributed to the shareholders according to their respective rights and
preferences. See section 1972(a) (relating to proposal of voluntary dissolution).

Cross References. Section 1975 is referred to in sections 1972, 1974, 1976, 1977, 1978, 1979, 1985, 4129
of this title.

6. § 1976. Judicial super vision of proceedings

A business corporation that has elected to proceed under section 1975 (relating to predissolution provision
for liabilities), at any time during the winding up proceedings, may apply to the court to have the proceedings
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continued under the supervision of the court and thereafter the proceedings shall continue under the supervision of
the court as provided in Subchapter G (relating to involuntary liquidation and dissolution).

7. § 1977. Articles of dissolution
(a) General rule.--Articles of dissolution and the certificates or statement required by section 139 (relating

to tax clearance of certain fundamental transactions) shall be filed in the Department of State when:

forth:

(1) all liabilities of the business corporation have been discharged, or adequate provision has been
made therefor, in accordance with section 1975 (relating to predissolution provision for liabilities), and all
of the remaining assets of the corporation have been distributed as provided in section 1975 (or in case its
assets are not sufficient to discharge its liabilities, when all the assets have been fairly and equitably applied,
as far as they will go, to the payment of such liabilities); or

(2) an election to proceed under Subchapter H (relating to postdissolution provision for liabilities)
has been made.

(b) Contents of articles.--The articles of dissolution shall be executed by the corporation and shall set

(1) The name of the corporation and, subject to section 109 (relating to name of commercial
registered office provider in lieu of registered address), the address, including street and number, if any, of
its registered office.

(2) The statute under which the corporation was incorporated and the date of incorporation.

(3) The names and respective addresses, including street and number, if any, of its directors and
officers.

(4) The manner in which the proposal to dissolve voluntarily was adopted by the corporation.

(5) A statement that:

(1) all liabilities of the corporation have been discharged or that adequate provision has
been made therefor;

(ii) the assets of the corporation are not sufficient to discharge its liabilities, and that all
the assets of the corporation have been fairly and equitably applied, as far as they will go, to the
payment of such liabilities; or

(iii) the corporation has elected to proceed under Subchapter H.

(6) A statement:

(1) that all the remaining assets of the corporation, if any, have been distributed as
provided in the Business Corporation Law of 1988; or

(1) that the corporation has elected to proceed under Subchapter H and that any
remaining assets of the corporation will be distributed as provided in that subchapter.

(7) In the case of a corporation that has not elected to proceed under Subchapter H, a statement
that no actions or proceedings are pending against the corporation in any court, or that adequate provision
has been made for the satisfaction of any judgment or decree that may be obtained against the corporation in
each pending action or proceeding.

(8) In the case of a corporation that has not elected to proceed under Subchapter H, a statement
that notice of the winding-up proceedings of the corporation was mailed by certified or registered mail to
each known creditor and claimant and to each municipal corporation in which the corporation has a place of
business in this Commonwealth.

(c) Effect.--Upon the filing of the articles of dissolution in the department, the existence of the corporation

shall cease.

(d) Cross references.--See sections 134 (relating to docketing statement) and 135 (relating to requirements

to be met by filed documents).

title.

Cross References. Section 1977 is referred to in sections 1975, 1980, 1989, 1991.1, 1992, 9319 of this

8. § 1978. Winding up of corporation after dissolution
(a) Winding up and distribution.--Every business corporation that is dissolved by expiration of its period

of duration or otherwise shall, nevertheless, continue to exist for the purpose of winding up its affairs, prosecuting
and defending actions or proceedings by or against it, collecting and discharging obligations, disposing of and
conveying its property and collecting and dividing its assets, but not for the purpose of continuing business except
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insofar as necessary for the winding up of the corporation. The board of directors of the corporation may continue as
such and shall have full power to wind up the affairs of the corporation.

(b) Standard of care of directors and officers.--The dissolution of the corporation shall not subject its
directors or officers to standards of conduct different from those prescribed by or pursuant to Chapter 17 (relating to
officers, directors and shareholders). Directors of a dissolved corporation who have complied with section 1975
(relating to predissolution provision for liabilities) or Subchapter H (relating to post dissolution provision for
liabilities) and governing persons of a successor entity who have complied with Subchapter H shall not be personally
liable to the creditors or claimants of the dissolved corporation.

9. § 1979. Survival of remedies and rights after dissolution

(a) General rule.--The dissolution of a business corporation, either under this subchapter or under
Subchapter G (relating to involuntary liquidation and dissolution) or by expiration of its period of duration or
otherwise, shall not eliminate nor impair any remedy available to or against the corporation or its directors, officers
or shareholders for any right or claim existing, or liability incurred, prior to the dissolution, if an action or
proceeding thereon is brought on behalf of:

(1) the corporation within the time otherwise limited by law; or

(2) any other person before or within two years after the date of the dissolution or within the time
otherwise limited by this subpart or other provision of law, whichever is less. See sections 1987 (relating to
proof of claims), 1993 (relating to acceptance or rejection of matured claims) and 1994 (relating to
disposition of unmatured claims).

(b) Rights and assets.--The dissolution of a business corporation shall not affect the limited liability of a
shareholder of the corporation theretofore existing with respect to transactions occurring or acts or omissions done or
omitted in the name of or by the corporation except that, subject to subsection (d) and sections 1992(d) (relating to
claims barred) and 1993(b) (relating to claims barred), if applicable, each shareholder shall be liable for his pro rata
portion of the unpaid liabilities of the corporation up to the amount of the net assets of the corporation distributed to
the shareholder in connection with the dissolution. Should any property right of a corporation be discovered after the
dissolution of the corporation, the surviving member or members of the board of directors that wound up the affairs
of the corporation, or a receiver appointed by the court, shall have authority to enforce the property right and to
collect and divide the assets so discovered among the persons entitled thereto and to prosecute actions or
proceedings in the corporate name of the corporation. Any assets so collected shall be distributed and disposed of in
accordance with the applicable order of court, if any, and otherwise in accordance with this subchapter.

(c) Liability of shareholders.--A shareholder of a dissolved business corporation, the assets of which were
distributed under section 1975(¢c) (relating to winding up and distribution) or 1997 (relating to payments and
distributions), shall not be liable for any claim against the corporation in an amount in excess of the shareholder’s
pro rata share of the claim or the amount so distributed to the shareholder, whichever is less. The aggregate liability
of any shareholder of a dissolved corporation for claims against the dissolved corporation shall not exceed the
amount distributed to the shareholder in dissolution.

(d) Limitation of actions.--A shareholder of a dissolved corporation, the assets of which were distributed
under section 1975(c) or 1997(a) through (c), shall not be liable for any claim against the corporation on which an
action is not commenced prior to the expiration of the period specified in subsection (a)(2).

(e) Conduct of actions.--An action or proceeding may be prosecuted against and defended by a dissolved
corporation in its corporate name.

10.§ 1980. Dissolution by domestication

Whenever a domestic business corporation has domesticated itself under the laws of another jurisdiction by
action similar to that provided by section 4161 (relating to domestication) and has authorized that action by the vote
required by this subchapter for the approval of a proposal that the corporation dissolve voluntarily, the corporation
may surrender its charter under the laws of this Commonwealth by filing in the Department of State articles of
dissolution under this subchapter containing the statement specified by section 1977(b)(1) through (4) (relating to
articles of dissolution). If the corporation as domesticated in the other jurisdiction qualifies to do business in this
Commonwealth either prior to or simultaneously with the filing of the articles of dissolution under this section, the
corporation shall not be required to file with the articles of dissolution the tax clearance certificates that would
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otherwise be required by section 139 (relating to tax clearance of certain fundamental transactions).
C. Fundamental Changes & Registered Corporations (Chapter 25):

Preliminary Provisions (Subchapter A)

1. § 2501. Application and effect of chapter

(a) General rule.--Except as otherwise provided in the scope provisions of subsequent subchapters of this
chapter, this chapter shall be applicable to any business corporation that is a registered corporation as defined in
section 2502 (relating to registered corporation status).

(b) Laws applicable to registered corporations.--Except as otherwise provided in this chapter, this
subpart shall be generally applicable to all registered corporations. The specific provisions of this chapter shall
control over the general provisions of this subpart. Except as otherwise provided in this article, a registered
corporation may be simultaneously subject to this chapter and one or more other chapters of this article.

(c) Effect of a contrary provision of the articles.--

(1) The articles of a registered corporation may provide either expressly or by necessary
implication that any one or more of the provisions of Subchapters B (relating to powers, duties and
safeguards), C (relating to directors and shareholders) and D (relating to fundamental changes generally)
shall not be applicable in whole or in part to the corporation.

(2) The articles of a registered corporation may provide that any one or more of the provisions of
Subchapter E (relating to control transactions) and following of this chapter shall not be applicable in whole
or in part to the corporation only if, to the extent and in the manner, expressly permitted by the subchapter
the applicability of which is so affected. Where any provision of Subchapter E and following of this chapter
permits the applicability of a subchapter to be varied by a provision of the articles, the applicability may be
varied by an amendment of the articles only if, to the extent and in the manner, expressly permitted by the
subchapter the applicability of which is so affected.

(d) Rights cumulative.--The rights, remedies, prohibitions and requirements provided in Subchapter E and
following of this chapter shall be in addition to and not in licu of any other rights, remedies, prohibitions or
requirements provided by this subpart, the articles or bylaws of the corporation, any securities, option rights or
obligations of the corporation or otherwise.

2. § 2502. Registered corporation status

Subject to additional definitions contained in subsequent provisions of this chapter which are applicable to
specific subchapters of this chapter, as used in this chapter, the term “registered corporation” shall mean:
(1) A domestic business corporation:
(1) that:
(A) has a class or series of shares entitled to vote generally in the election of
directors of the corporation registered under the Exchange Act; or
(B) is registered as a management company under the Investment Company Act
of 1940 and in the ordinary course of business does not redeem outstanding shares at the
option of a shareholder at the net asset value or at another agreed method or amount of
value thereof; or
(i1) that is:
(A) subject to the reporting obligations imposed by section 15(d) of the
Exchange Act by reason of having filed a registration statement which has become
effective under the Securities Act of 1933 relating to shares of a class or series of its
equity securities entitled to vote generally in the election of directors; or
(B) registered as a management company under the Investment Company Act of
1940 and in the ordinary course of business redeems outstanding shares at the option of a
shareholder at the net asset value or at another agreed method or amount of value thereof.
A corporation which satisfies both subparagraphs (i) and (ii) shall be deemed to be described
solely in subparagraph (i) for the purposes of this chapter.
(2) A domestic business corporation all of the shares of which are owned, directly or indirectly, by
one or more registered corporations or foreign corporations for profit described in section 4102(b) (relating
to registered corporation exclusions).
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3. § 2503. Acquisition of registered corporation status

(a) Registered corporations.--This chapter shall apply to a registered corporation described in section
2502(1) (relating to registered corporation status) on the day following the day on which the corporation becomes a
registered corporation.

(b) Subsidiary corporations.--This chapter shall apply to a registered corporation described in section
2502(2) immediately upon the happening of any event whereby all of the shares of the corporation are owned,
directly or indirectly, by one or more registered corporations or foreign corporations for profit described in section
4102(b) (relating to registered corporation exclusions).

(a) § 2504. Termination of registered corporation
status

(a) Registered corporations.--The applicability of this chapter to a registered corporation described in
section 2502(1) (relating to registered corporation status) shall terminate immediately upon the termination of the
status of the corporation as a registered corporation.

(b) Subsidiary corporations.--The applicability of this chapter to a registered corporation described in
section 2502(2) shall terminate immediately upon the happening of any event whereby all of the shares of the
corporation are no longer owned, directly or indirectly, by one or more registered corporations or foreign
corporations for profit described in section 4102(b) (relating to registered corporation exclusions).

Powers, Duties, and Safeguards (Subchapter B)

1. § 2512. Dissenters rights procedures

(a) General rule.--A registered corporation, except one described in section 2502(1)(ii) or (2) (relating to
registered corporation status), shall not be required by statute to supply a copy of Subchapter D of Chapter 15
(relating to dissenters rights) to any of its shareholders entitled to dissenters rights in connection with a proposed
corporate action from whom the corporation solicits a proxy relating to approval of, or to whom it sends an
information statement relating to, the proposed corporate action.

(b) Exception.--Subsection (a) does not apply to notice given under sections 1575(a)(4) (relating to notice
to demand payment) and 1577(¢c)(3) (relating to payment of fair value of shares).

2. § 2513. Disparate treatment of certain persons

(a) General rule.--A registered corporation, except one described in section 2502(1)(ii) or (2) (relating to
registered corporation status), that creates and issues any securities, contracts, warrants or other instruments
evidencing any shares, option rights, securities having conversion or option rights, or obligations under section 1525
(relating to stock rights and options) may set forth therein such terms as are fixed by the board of directors,
including, without limiting the generality of such authority, conditions including, but not limited to, conditions that
preclude or limit any person or persons owning or offering to acquire a specified number or percentage of the
outstanding common shares, other shares, option rights, securities having conversion or option rights, or obligations
of the corporation or transferee or transferees of the person or persons from exercising, converting, transferring or
receiving the shares, option rights, securities having conversion or option rights, or obligations.

(b) Cross reference.--See section 1525(c) (relating to standard of care unaffected).

Directors and Shareholders (Subchapter C)

1. § 2523. Quorum at shareholder meetings

The board of directors of a registered corporation may adopt or change a bylaw on any subject otherwise
expressly committed to the shareholders by section 1756(a) (relating to quorum).
Cross References. Section 2523 is referred to in section 1756 of this title.

2. § 2524. Consent of shareholders in lieu of meeting

(a) General rule.--An action may be authorized by the shareholders of a registered corporation without a
meeting by less than unanimous consent only if permitted by its articles.
(b) Effectiveness of action.--An action authorized by the shareholders of a registered corporation without
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a meeting by less than unanimous consent may become effective immediately upon its authorization, but prompt
notice of the action shall be given to those shareholders entitled to vote thereon who have not consented.

Fundamental Changes Generally (Subchapter D)

3. § 2535. Proposal of amendment to articles

The sharcholders of a registered corporation shall not be entitled by statute to propose an amendment to the
articles.

4. § 2536. Application by directors for involuntary dissolution. * * *

5. § 2537. Dissenters rights in asset transfers

The shareholders of a registered corporation that adopts a plan of asset transfer shall not be entitled to
dissenters rights except as provided by section 1906(c) (relating to dissenters rights upon special treatment) or unless
the board of directors or the bylaws so provide pursuant to section 1571(c) (relating to grant of optional dissenters
rights).

6. § 2538. Approval of transactions with interested shareholders.

(a) General rule.--The following transactions shall require the affirmative vote of the shareholders entitled
to cast at least a majority of the votes that all shareholders other than the interested shareholder are entitled to cast
with respect to the transaction, without counting the vote of the interested sharcholder:

(1) Any transaction authorized under Subchapter C of Chapter 19 (relating to merger,
consolidation, share exchanges and sale of assets) between a registered corporation or subsidiary thereof
and a sharcholder of the registered corporation.

(2) Any transaction authorized under Subchapter D of Chapter 19 (relating to division) in which
the interested shareholder receives a disproportionate amount of any of the shares or other securities of any
corporation surviving or resulting from the plan of division.

(3) Any transaction authorized under Subchapter F of Chapter 19 (relating to voluntary dissolution
and winding up) in which a shareholder is treated differently from other shareholders of the same class
(other than any dissenting shareholders under Subchapter D of Chapter 15 (relating to dissenters rights)).

(4) Any reclassification authorized under Subchapter B of Chapter 19 (relating to amendment of
articles) in which the percentage of voting or economic share interest in the corporation of a shareholder is
materially increased relative to substantially all other shareholders.

(b) Exceptions.--Subsection (a) shall not apply to a transaction:

(1) that has been approved by a majority vote of the board of directors without counting the vote
of directors who:

(i) are directors or officers of, or have a material equity interest in, the interested
shareholder; or

(i) were nominated for election as a director by the interested shareholder, and first
elected as a director, within 24 months of the date of the vote on the proposed transaction;

(2) in which the consideration to be received by the shareholders for shares of any class of which
shares are owned by the interested shareholder is not less than the highest amount paid by the interested
shareholder in acquiring shares of the same class; or

(3) effected pursuant to section 1924(b)(1)(ii) (relating to adoption by board of directors).

(c) Additional approvals.--The approvals required by this section shall be in addition to, and not in lieu
of, any other approval required by this subpart, the articles of the corporation, the bylaws of the corporation or
otherwise.

(d) Definition of “interested shareholder”.--As used in this section, the term “interested shareholder”
includes the shareholder who is a party to the transaction or who is treated differently from other shareholders and
any person, or group of persons, that is acting jointly or in concert with the interested shareholder and any person
who, directly or indirectly, controls, is controlled by or is under common control with the interested shareholder. An
interested shareholder shall not include any person who, in good faith and not for the purpose of circumventing this
section, is an agent, bank, broker, nominee or trustee for one or more other persons, to the extent that the other
person or persons are not interested shareholders.
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(Dec. 19, 1990, P.L.834, No.198, eff. imd.; Dec. 18, 1992, P.L.1333, No.169, eff. 60 days)
Cross References. Section 2538 is referred to in sections 1745, 1746, 1924, 1953 of this title.

7. §2539. Adoption of plan of merger by board of directors

Section 1924(b)(1)(ii) (relating to adoption by board of directors) shall be applicable to a plan relating to a
merger or consolidation to which a registered corporation described in section 2502(1)(i) (relating to registered
corporation status) is a party only if the plan:

(1) has been approved by the board of directors of the registered corporation; and
(2) is consistent with the requirements, if applicable, of Subchapter F (relating to business
combinations).

D. Dissenters’ Rights (Chapter 15):

Dissenters Rights(Subchapter D)

1. § 1571. Application and effect of dissenters rights

(a) General rule.--Except as otherwise provided in subsection (b), any shareholder (as defined in section
1572 (relating to definitions)) of a business corporation shall have the right to dissent from, and to obtain payment of
the fair value of his shares in the event of, any corporate action, or to otherwise obtain fair value for his shares, only
where this part expressly provides that a shareholder shall have the rights and remedies provided in this subchapter.
See:
Section 1906(c) (relating to dissenters rights upon special treatment).
Section 1930 (relating to dissenters rights).
Section 1931(d) (relating to dissenters rights in share exchanges).
Section 1932(c) (relating to dissenters rights in asset transfers).
Section 1952(d) (relating to dissenters rights in division).
Section 1962(c) (relating to dissenters rights in conversion).
Section 2104(b) (relating to procedure).
Section 2324 (relating to corporation option where a restriction on transfer of a security is held
invalid).
Section 2325(b) (relating to minimum vote requirement).
Section 2704(c) (relating to dissenters rights upon election).
Section 2705(d) (relating to dissenters rights upon renewal of election).
Section 2904(b) (relating to procedure).
Section 2907(a) (relating to proceedings to terminate breach of qualifying conditions).
Section 7104(b)(3) (relating to procedure).
(b) Exceptions.--
(1) Except as otherwise provided in paragraph (2), the holders of the shares of any class or series
of shares shall not have the right to dissent and obtain payment of the fair value of the shares under
this subchapter if, on the record date fixed to determine the shareholders entitled to notice of and
to vote at the meeting at which a plan specified in any of section 1930, 1931(d), 1932(c) or
1952(d) is to be voted on or on the date of the first public announcement that such a plan has been
approved by the shareholders by consent without a meeting, the shares are either:

(i) listed on a national securities exchange or designated as a national market system

security on an interdealer quotation system by the National Association of Securities

Dealers, Inc.; or

(i1) held beneficially or of record by more than 2,000 persons.

(2) Paragraph (1) shall not apply to and dissenters rights shall be available without regard to the
exception provided in that paragraph in the case of:

(1) (Repealed).

(i) Shares of any preferred or special class or series unless the articles, the plan or the
terms of the transaction entitle all shareholders of the class or series to vote thereon and require for
the adoption of the plan or the effectuation of the transaction the affirmative vote of a majority of
the votes cast by all shareholders of the class or series.

(iii) Shares entitled to dissenters rights under section 1906(c) (relating to dissenters rights
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upon special treatment).

(3) The shareholders of a corporation that acquires by purchase, lease, exchange or other
disposition all or substantially all of the shares, property or assets of another corporation by the issuance of
shares, obligations or otherwise, with or without assuming the liabilities of the other corporation and with or
without the intervention of another corporation or other person, shall not be entitled to the rights and
remedies of dissenting shareholders provided in this subchapter regardless of the fact, if it be the case, that
the acquisition was accomplished by the issuance of voting shares of the corporation to be outstanding
immediately after the acquisition sufficient to elect a majority or more of the directors of the corporation.
(¢) Grant of optional dissenters rights.--The bylaws or a resolution of the board of directors may direct

that all or a part of the shareholders shall have dissenters rights in connection with any corporate action or other
transaction that would otherwise not entitle such shareholders to dissenters rights.

(d) Notice of dissenters rights.--Unless otherwise provided by statute, if a proposed corporate action that
would give rise to dissenters rights under this subpart is submitted to a vote at a meeting of shareholders, there shall
be included in or enclosed with the notice of meeting:

(1) a statement of the proposed action and a statement that the shareholders have a right to dissent
and obtain payment of the fair value of their shares by complying with the terms of this subchapter; and

(2) acopy of this subchapter.

(e) Other statutes.--The procedures of this subchapter shall also be applicable to any transaction described
in any statute other than this part that makes reference to this subchapter for the purpose of granting dissenters rights.

(f) Certain provisions of articles ineffective.--This subchapter may not be relaxed by any provision of the
articles.

(g) Computation of beneficial ownership.--For purposes of subsection (b)(1)(ii), shares that are held
beneficially as joint tenants, tenants by the entireties, tenants in common or in trust by two or more persons, as
fiduciaries or otherwise, shall be deemed to be held beneficially by one person.

(h) Cross references.--See sections 1105 (relating to restriction on equitable relief), 1904 (relating to de
facto transaction doctrine abolished), 1763(c) (relating to determination of shareholders of record) and 2512
(relating to dissenters rights procedure).

2. § 1572. Dissenters rights definitions

The following words and phrases when used in this subchapter shall have the meanings given to them in this
section unless the context clearly indicates otherwise:

“Corporation.” The issuer of the shares held or owned by the dissenter before the corporate action or the
successor by merger, consolidation, division, conversion or otherwise of that issuer. A plan of division may
designate which one or more of the resulting corporations is the successor corporation for the purposes of this
subchapter. The designated successor corporation or corporations in a division shall have sole responsibility for
payments to dissenters and other liabilities under this subchapter except as otherwise provided in the plan of
division.

“Dissenter.” A sharcholder who is entitled to and does assert dissenters rights under this subchapter and
who has performed every act required up to the time involved for the assertion of those rights.

“Fair value.” The fair value of shares immediately before the effectuation of the corporate action to which
the dissenter objects, taking into account all relevant factors, but excluding any appreciation or depreciation in
anticipation of the corporate action.

“Interest.” Interest from the effective date of the corporate action until the date of payment at such rate as
is fair and equitable under all the circumstances, taking into account all relevant factors, including the average rate
currently paid by the corporation on its principal bank loans.

“Shareholder.” A sharcholder as defined in section 1103 (relating to definitions) or an ultimate beneficial
owner of shares, including, without limitation, a holder of depository receipts, where the beneficial interest owned
includes an interest in the assets of the corporation upon dissolution.

3. § 1573. Record and beneficial holders and owners

(a) Record holders of shares.--A record holder of shares of a business corporation may assert dissenters
rights as to fewer than all of the shares registered in his name only if he dissents with respect to all the shares of the
same class or series beneficially owned by any one person and discloses the name and address of the person or
persons on whose behalf he dissents. In that event, his rights shall be determined as if the shares as to which he has
dissented and his other shares were registered in the names of different shareholders.
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(b) Beneficial owners of shares.--A beneficial owner of shares of a business corporation who is not the
record holder may assert dissenters rights with respect to shares held on his behalf and shall be treated as a dissenting
shareholder under the terms of this subchapter if he submits to the corporation not later than the time of the assertion
of dissenters rights a written consent of the record holder. A beneficial owner may not dissent with respect to some
but less than all shares of the same class or series owned by the owner, whether or not the shares so owned by him
are registered in his name.

4. § 1574. Notice of intention to dissent

If the proposed corporate action is submitted to a vote at a meeting of shareholders of a business
corporation, any person who wishes to dissent and obtain payment of the fair value of his shares must file with the
corporation, prior to the vote, a written notice of intention to demand that he be paid the fair value for his shares if
the proposed action is effectuated, must effect no change in the beneficial ownership of his shares from the date of
such filing continuously through the effective date of the proposed action and must refrain from voting his shares in
approval of such action. A dissenter who fails in any respect shall not acquire any right to payment of the fair value
of his shares under this subchapter. Neither a proxy nor a vote against the proposed corporate action shall constitute
the written notice required by this section.

5. § 1575. Notice to demand payment

(a) General rule.--If the proposed corporate action is approved by the required vote at a meeting of
shareholders of a business corporation, the corporation shall mail a further notice to all dissenters who gave due
notice of intention to demand payment of the fair value of their shares and who refrained from voting in favor of the
proposed action. If the proposed corporate action is approved by the shareholders by less than unanimous consent
without a meeting or is taken without the need for approval by the shareholders, the corporation shall send to all
shareholders who are entitled to dissent and demand payment of the fair value of their shares a notice of the adoption
of the plan or other corporate action. In either case, the notice shall:

(1) State where and when a demand for payment must be sent and certificates for certificated
shares must be deposited in order to obtain payment.

(2) Inform holders of uncertificated shares to what extent transfer of shares will be restricted from
the time that demand for payment is received.

(3) Supply a form for demanding payment that includes a request for certification of the date on
which the shareholder, or the person on whose behalf the shareholder dissents, acquired beneficial
ownership of the shares.

(4) Be accompanied by a copy of this subchapter.

(b) Time for receipt of demand for payment.--The time set for receipt of the demand and deposit of
certificated shares shall be not less than 30 days from the mailing of the notice.

6. § 1576. Failure to comply with notice to demand payment, etc

(a) Effect of failure of shareholder to act.--A shareholder who fails to timely demand payment, or fails
(in the case of certificated shares) to timely deposit certificates, as required by a notice pursuant to section 1575
(relating to notice to demand payment) shall not have any right under this subchapter to receive payment of the fair
value of his shares.

(b) Restriction on uncertificated shares.--If the shares are not represented by certificates, the business
corporation may restrict their transfer from the time of receipt of demand for payment until effectuation of the
proposed corporate action or the release of restrictions under the terms of section 1577(a) (relating to failure to
effectuate corporate action).

(c) Rights retained by shareholder.--The dissenter shall retain all other rights of a shareholder until those
rights are modified by effectuation of the proposed corporate action.

7. § 1577. Release of restrictions or payment for shares

(a) Failure to effectuate corporate action.--Within 60 days after the date set for demanding payment and
depositing certificates, if the business corporation has not effectuated the proposed corporate action, it shall return
any certificates that have been deposited and release uncertificated shares from any transfer restrictions imposed by
reason of the demand for payment.

(b) Renewal of notice to demand payment.--When uncertificated shares have been released from transfer
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restrictions and deposited certificates have been returned, the corporation may at any later time send a new notice
conforming to the requirements of section 1575 (relating to notice to demand payment), with like effect.

(c) Payment of fair value of shares.--Promptly after effectuation of the proposed corporate action, or
upon timely receipt of demand for payment if the corporate action has already been effectuated, the corporation shall
either remit to dissenters who have made demand and (if their shares are certificated) have deposited their
certificates the amount that the corporation estimates to be the fair value of the shares, or give written notice that no
remittance under this section will be made. The remittance or notice shall be accompanied by:

(1) The closing balance sheet and statement of income of the issuer of the shares held or owned by
the dissenter for a fiscal year ending not more than 16 months before the date of remittance or notice
together with the latest available interim financial statements.

(2) A statement of the corporation’s estimate of the fair value of the shares.

(3) A notice of the right of the dissenter to demand payment or supplemental payment, as the case
may be, accompanied by a copy of this subchapter.

(d) Failure to make payment.--If the corporation does not remit the amount of its estimate of the fair
value of the shares as provided by subsection (c), it shall return any certificates that have been deposited and release
uncertificated shares from any transfer restrictions imposed by reason of the demand for payment. The corporation
may make a notation on any such certificate or on the records of the corporation relating to any such uncertificated
shares that such demand has been made. If shares with respect to which notation has been so made shall be
transferred, each new certificate issued therefor or the records relating to any transferred uncertificated shares shall
bear a similar notation, together with the name of the original dissenting holder or owner of such shares. A transferee
of such shares shall not acquire by such transfer any rights in the corporation other than those that the original
dissenter had after making demand for payment of their fair value.

8. § 1578. Estimate by dissenter of fair value of shares

(a) General rule.--If the business corporation gives notice of its estimate of the fair value of the shares,
without remitting such amount, or remits payment of its estimate of the fair value of a dissenter’s shares as permitted
by section 1577(c) (relating to payment of fair value of shares) and the dissenter believes that the amount stated or
remitted is less than the fair value of his shares, he may send to the corporation his own estimate of the fair value of
the shares, which shall be deemed a demand for payment of the amount or the deficiency.

(b) Effect of failure to file estimate.--Where the dissenter does not file his own estimate under subsection (a)
within 30 days after the mailing by the corporation of its remittance or notice, the dissenter shall be entitled to no
more than the amount stated in the notice or remitted to him by the corporation.

Cross References. Section 1578 is referred to in sections 1579, 1580 of this title.

9. § 1579. Valuation proceedings generally

(a) General rule.--Within 60 days after the latest of:
(1) effectuation of the proposed corporate action;
(2) timely receipt of any demands for payment under section 1575 (relating to notice to demand
payment); or
(3) timely receipt of any estimates pursuant to section 1578 (relating to estimate by dissenter of
fair value of shares);
if any demands for payment remain unsettled, the business corporation may file in court an application for relief
requesting that the fair value of the shares be determined by the court.

(b) Mandatory joinder of dissenters.--All dissenters, wherever residing, whose demands have not been
settled shall be made parties to the proceeding as in an action against their shares. A copy of the application shall be
served on each such dissenter. If a dissenter is a nonresident, the copy may be served on him in the manner provided
or prescribed by or pursuant to 42 Pa.C.S. Ch. 53 (relating to bases of jurisdiction and interstate and international
procedure).

(c¢) Jurisdiction of the court.--The jurisdiction of the court shall be plenary and exclusive. The court may
appoint an appraiser to receive evidence and recommend a decision on the issue of fair value. The appraiser shall
have such power and authority as may be specified in the order of appointment or in any amendment thereof.

(d) Measure of recovery.--Each dissenter who is made a party shall be entitled to recover the amount by
which the fair value of his shares is found to exceed the amount, if any, previously remitted, plus interest.

(e) Effect of corporation’s failure to file application.--If the corporation fails to file an application as
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provided in subsection (a), any dissenter who made a demand and who has not already settled his claim against the
corporation may do so in the name of the corporation at any time within 30 days after the expiration of the 60-day
period. If a dissenter does not file an application within the 30-day period, each dissenter entitled to file an
application shall be paid the corporation’s estimate of the fair value of the shares and no more, and may bring an
action to recover any amount not previously remitted.

Cross References. Section 1579 is referred to in section 1580 of this title.

10.§ 1580. Costs and expenses of valuation proceedings

(a) General rule.--The costs and expenses of any proceeding under section 1579 (relating to valuation
proceedings generally), including the reasonable compensation and expenses of the appraiser appointed by the court,
shall be determined by the court and assessed against the business corporation except that any part of the costs and
expenses may be apportioned and assessed as the court deems appropriate against all or some of the dissenters who
are parties and whose action in demanding supplemental payment under section 1578 (relating to estimate by
dissenter of fair value of shares) the court finds to be dilatory, obdurate, arbitrary, vexatious or in bad faith.

(b) Assessment of counsel fees and expert fees where lack of good faith appears.--Fees and expenses of
counsel and of experts for the respective parties may be assessed as the court deems appropriate against the
corporation and in favor of any or all dissenters if the corporation failed to comply substantially with the
requirements of this subchapter and may be assessed against either the corporation or a dissenter, in favor of any
other party, if the court finds that the party against whom the fees and expenses are assessed acted in bad faith or in a
dilatory, obdurate, arbitrary or vexatious manner in respect to the rights provided by this subchapter.

(c¢) Award of fees for benefits to other dissenters.--I1f the court finds that the services of counsel for any
dissenter were of substantial benefit to other dissenters similarly situated and should not be assessed against the
corporation, it may award to those counsel reasonable fees to be paid out of the amounts awarded to the dissenters
who were benefited.

E. Fiduciary Duty Provisions under Chapter 17 of PBCL:

1. § 1711. Alternative provisions.

(a) General rule.--Section 1716 (relating to alternative standard) shall not be applicable to any business
corporation to which section 1715 (relating to exercise of powers generally) is applicable.
(b) Exceptions.--Section 1715 shall be applicable to:
(1) Any registered corporation described in section 2502(1)(i) (relating to registered corporation
status), except a corporation:

(i) the bylaws of which explicitly provide that section 1715 or corresponding provisions
of prior law shall not be applicable to the corporation by amendment adopted by the board of
directors on or before July 26, 1990, in the case of a corporation that was a registered corporation
described in section 2502(1)(i) on April 27, 1990; or

(i1) in any other case, the articles of which explicitly provide that section 1715 or
corresponding provisions of prior law shall not be applicable to the corporation by a provision
included in the original articles, or by an articles amendment adopted on or before 90 days after the
corporation first becomes a registered corporation described in section 2502(1)(i).

(2) Any registered corporation described solely in section 2502(1)(ii), except a corporation:

(i) the bylaws of which explicitly provide that section 1715 or corresponding provisions
of prior law shall not be applicable to the corporation by amendment adopted by the board of
directors on or before April 27, 1991, in the case of a corporation that was a registered corporation
described solely in section 2502(1)(ii) on April 27, 1990; or

(i1) in any other case, the articles of which explicitly provide that section 1715 or
corresponding provisions of prior law shall not be applicable to the corporation by a provision
included in the original articles, or by an articles amendment adopted on or before one year after
the corporation first becomes a registered corporation described in section 2502(1)(ii).

(3) Any business corporation that is not a registered corporation described in section 2502(1),
except a corporation:

(1) the bylaws of which explicitly provide that section 1715 or corresponding provisions
of prior law shall not be applicable to the corporation by amendment adopted by the board of
directors on or before April 27, 1991, in the case of a corporation that was a business corporation
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on April 27, 1990; or
(i) in any other case, the articles of which explicitly provide that section 1715 or

corresponding provisions of prior law shall not be applicable to the corporation by a provision

included in the original articles, or by an articles amendment adopted on or before one year after

the corporation first becomes a business corporation.

(¢) Transitional provision.--A provision of the articles or bylaws adopted pursuant to section 511(b)

(relating to alternative provisions) at a time when the corporation was not a business corporation that provides that
section 515 (relating to exercise of powers generally) or corresponding provisions of prior law shall not be
applicable to the corporation shall be deemed to provide that section 1715 shall not be applicable to the corporation.

Cross References. Section 1711 is referred to in sections 1715, 1716, 8943 of this title.

2. § 1712. Standard of care and justifiable reliance.

(a) Directors.--A director of a business corporation shall stand in a fiduciary relation to the corporation
and shall perform his duties as a director, including his duties as a member of any committee of the board upon
which he may serve, in good faith, in a manner he reasonably believes to be in the best interests of the corporation
and with such care, including reasonable inquiry, skill and diligence, as a person of ordinary prudence would use
under similar circumstances. In performing his duties, a director shall be entitled to rely in good faith on information,
opinions, reports or statements, including financial statements and other financial data, in each case prepared or
presented by any of the following:

(1) One or more officers or employees of the corporation whom the director reasonably believes
to be reliable and competent in the matters presented.

(2) Counsel, public accountants or other persons as to matters which the director reasonably
believes to be within the professional or expert competence of such person.

(3) A committee of the board upon which he does not serve, duly designated in accordance with
law, as to matters within its designated authority, which committee the director reasonably believes to merit
confidence.

(b) Effect of actual knowledge.--A director shall not be considered to be acting in good faith if he has
knowledge concerning the matter in question that would cause his reliance to be unwarranted.

(c) Officers.--Except as otherwise provided in the bylaws, an officer shall perform his duties as an officer
in good faith, in a manner he reasonably believes to be in the best interests of the corporation and with such care,
including reasonable inquiry, skill and diligence, as a person of ordinary prudence would use under similar
circumstances. A person who so performs his duties shall not be liable by reason of having been an officer of the
corporation.

Cross References. Section 1712 is referred to in sections 1553, 1715, 1716, 1717, 1732, 3321, 3323, 8943
of this title.

3. § 1713. Personal liability of directors.

(a) General rule.--If a bylaw adopted by the shareholders of a business corporation so provides, a director
shall not be personally liable, as such, for monetary damages for any action taken unless:

(1) the director has breached or failed to perform the duties of his office under this subchapter;
and

(2) the breach or failure to perform constitutes self-dealing, willful misconduct or recklessness.
(b) Exceptions.--Subsection (a) shall not apply to:

(1) the responsibility or liability of a director pursuant to any criminal statute; or

(2) the liability of a director for the payment of taxes pursuant to Federal, State or local law.
(¢) Cross reference.--See 42 Pa.C.S. § 8332.5 (relating to corporate representatives).

Cross References. Section 1713 is referred to in sections 1504, 1505, 1553, 3322, 8943 of this title.

4. §1714. Notation of dissent.

A director of a business corporation who is present at a meeting of its board of directors, or of a committee
of the board, at which action on any corporate matter is taken on which the director is generally competent to act,
shall be presumed to have assented to the action taken unless his dissent is entered in the minutes of the meeting or
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unless he files his written dissent to the action with the secretary of the meeting before the adjournment thereof or
transmits the dissent in writing to the secretary of the corporation immediately after the adjournment of the meeting.
The right to dissent shall not apply to a director who voted in favor of the action. Nothing in this subchapter shall bar
a director from asserting that minutes of the meeting incorrectly omitted his dissent if, promptly upon receipt of a
copy of such minutes, he notifies the secretary in writing of the asserted omission or inaccuracy.

Cross References. Section 1714 is referred to in section 8943 of this title.

5. §1715. Exercise of powers generally.

(a) General rule.--In discharging the duties of their respective positions, the board of directors,
committees of the board and individual directors of a business corporation may, in considering the best interests of
the corporation, consider to the extent they deem appropriate:

(1) The effects of any action upon any or all groups affected by such action, including

shareholders, employees, suppliers, customers and creditors of the corporation, and upon

communities in which offices or other establishments of the corporation are located.

(2) The short-term and long-term interests of the corporation, including benefits that may accrue
to the corporation from its long-term plans and the possibility that these interests may be best served by the
continued independence of the corporation.

(3) The resources, intent and conduct (past, stated and potential) of any person seeking to acquire
control of the corporation.

(4) All other pertinent factors.

(b) Consideration of interests and factors.--The board of directors, committees of the board and
individual directors shall not be required, in considering the best interests of the corporation or the effects of any
action, to regard any corporate interest or the interests of any particular group affected by such action as a dominant
or controlling interest or factor. The consideration of interests and factors in the manner described in this subsection
and in subsection (a) shall not constitute a violation of section 1712 (relating to standard of care and justifiable
reliance).

(c) Specific applications.--In exercising the powers vested in the corporation, including, without
limitation, those powers pursuant to section 1502 (relating to general powers), and in no way limiting the discretion
of the board of directors, committees of the board and individual directors pursuant to subsections (a) and (b), the
fiduciary duty of directors shall not be deemed to require them:

(1) to redeem any rights under, or to modify or render inapplicable, any shareholder rights plan,
including, but not limited to, a plan adopted pursuant or made subject to section 2513 (relating to disparate
treatment of certain persons);

(2) to render inapplicable, or make determinations under, the provisions of Subchapter E (relating
to control transactions), F (relating to business combinations), G (relating to control-share acquisitions) or
H (relating to disgorgement by certain controlling shareholders following attempts to acquire control) of
Chapter 25 or under any other provision of this title relating to or affecting acquisitions or potential or
proposed acquisitions of control; or

(3) to act as the board of directors, a committee of the board or an individual director solely
because of the effect such action might have on an acquisition or potential or proposed acquisition of
control of the corporation or the consideration that might be offered or paid to shareholders in such an
acquisition.

(d) Presumption.--Absent breach of fiduciary duty, lack of good faith or self-dealing, any act as the board
of directors, a committee of the board or an individual director shall be presumed to be in the best interests of the
corporation. In assessing whether the standard set forth in section 1712 has been satisfied, there shall not be any
greater obligation to justify, or higher burden of proof with respect to, any act as the board of directors, any
committee of the board or any individual director relating to or affecting an acquisition or potential or proposed
acquisition of control of the corporation than is applied to any other act as a board of directors, any committee of the
board or any individual director. Notwithstanding the preceding provisions of this subsection, any act as the board of
directors, a committee of the board or an individual director relating to or affecting an acquisition or potential or
proposed acquisition of control to which a majority of the disinterested directors shall have assented shall be
presumed to satisfy the standard set forth in section 1712, unless it is proven by clear and convincing evidence that
the disinterested directors did not assent to such act in good faith after reasonable investigation.

(e) Definition.--The term “disinterested director” as used in subsection (d) and for no other purpose means:

(1) A director of the corporation other than:
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(i) A director who has a direct or indirect financial or other interest in the person
acquiring or seeking to acquire control of the corporation or who is an affiliate or associate, as
defined in section 2552 (relating to definitions), of, or was nominated or designated as a director
by, a person acquiring or seeking to acquire control of the corporation.

(i) Depending on the specific facts surrounding the director and the act under
consideration, an officer or employee or former officer or employee of the corporation.

(2) A person shall not be deemed to be other than a disinterested director solely by reason of any
or all of the following:

(i) The ownership by the director of shares of the corporation.

(i) The receipt as a holder of any class or series of any distribution made to all owners of
shares of that class or series.

(iii) The receipt by the director of director’s fees or other consideration as a director.

(iv) Any interest the director may have in retaining the status or position of director.

(v) The former business or employment relationship of the director with the corporation.

(vi) Receiving or having the right to receive retirement or deferred compensation from
the corporation due to service as a director, officer or employee.

(f) Cross reference.~-See section 1711 (relating to alternative provisions).

Cross References. Section 1715 is referred to in sections 1711, 1717, 3321, 8943 of this title.

6. § 1716. Alternative standard.

(a) General rule.--In discharging the duties of their respective positions, the board of directors,
committees of the board and individual directors of a business corporation may, in considering the best interests of
the corporation, consider the effects of any action upon employees, upon suppliers and customers of the corporation
and upon communities in which offices or other establishments of the corporation are located, and all other pertinent
factors. The consideration of those factors shall not constitute a violation of section 1712 (relating to standard of care
and justifiable reliance).

(b) Presumption.--Absent breach of fiduciary duty, lack of good faith or self-dealing, actions taken as a
director shall be presumed to be in the best interests of the corporation.

(¢) Cross reference.--See section 1711 (relating to alternative provisions).

Cross References. Section 1716 is referred to in sections 1711, 1717, 3321, 8943 of this title.

7. §1717. Limitation on standing.

The duty of the board of directors, committees of the board and individual directors under section 1712
(relating to standard of care and justifiable reliance) is solely to the business corporation and may be enforced
directly by the corporation or may be enforced by a shareholder, as such, by an action in the right of the corporation,
and may not be enforced directly by a shareholder or by any other person or group. Notwithstanding the preceding
sentence, sections 1715(a) and (b) (relating to exercise of powers generally) and 1716(a) (relating to alternative
standard) do not impose upon the board of directors, committees of the board and individual directors any legal or
equitable duties, obligations or liabilities or create any right or cause of action against, or basis for standing to sue,
the board of directors, committees of the board and individual directors.

Cross References. Section 1717 is referred to in section 8943 of this title.

8. §1718. Inconsistent articles ineffective.

Except as otherwise expressly provided in this subchapter, the articles may not contain any provision that
relaxes, restricts, is inconsistent with or supersedes any provision of this subchapter. The last sentence of section
1306(b) (relating to other provisions authorized) shall not apply to this subchapter.

9. § 1728. 1Interested directors or officers; quorum.

(a) General rule.--A contract or transaction between a business corporation and one or more of its
directors or officers or between a business corporation and another domestic or foreign corporation for profit or not-
for-profit, partnership, joint venture, trust or other enterprise in which one or more of its directors or officers are
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directors or officers or have a financial or other interest, shall not be void or voidable solely for that reason, or solely
because the director or officer is present at or participates in the meeting of the board of directors that authorizes the
contract or transaction, or solely because his or their votes are counted for that purpose, if:

(1) the material facts as to the relationship or interest and as to the contract or transaction are
disclosed or are known to the board of directors and the board authorizes the contract or transaction by the
affirmative votes of a majority of the disinterested directors even though the disinterested directors are less
than a quorum;

(2) the material facts as to his relationship or interest and as to the contract or transaction are
disclosed or are known to the shareholders entitled to vote thereon and the contract or transaction is
specifically approved in good faith by vote of those shareholders; or

3) the contract or transaction is fair as to the corporation as of the time it is authorized, approved
or ratified by the board of directors or the shareholders.

(b) Quorum.--Common or interested directors may be counted in determining the presence of a quorum at

a meeting of the board that authorizes a contract or transaction specified in subsection (a).

(c) Applicability.--The provisions of this section shall be applicable except as otherwise restricted in the
bylaws.

Special Provisions in Appendix. Sece section 404(b)(1) of Act 198 of 1990 in the appendix to this title for
special provisions relating to applicability.
Cross References. Section 1728 is referred to in sections 1745, 1746 of this title.

1 0.§ 1742. Derivative and corporate actions.

Unless otherwise restricted in its bylaws, a business corporation shall have power to indemnify any person
who was or is a party, or is threatened to be made a party, to any threatened, pending or completed action by or in the
right of the corporation to procure a judgment in its favor by reason of the fact that he is or was a representative of
the corporation or is or was serving at the request of the corporation as a representative of another domestic or
foreign corporation for profit or not-for-profit, partnership, joint venture, trust or other enterprise, against expenses
(including attorneys’ fees) actually and reasonably incurred by him in connection with the defense or settlement of
the action if he acted in good faith and in a manner he reasonably believed to be in, or not opposed to, the best
interests of the corporation. Indemnification shall not be made under this section in respect of any claim, issue or
matter as to which the person has been adjudged to be liable to the corporation unless and only to the extent that the
court of common pleas of the judicial district embracing the county in which the registered office of the corporation
is located or the court in which the action was brought determines upon application that, despite the adjudication of
liability but in view of all the circumstances of the case, the person is fairly and reasonably entitled to indemnity for
the expenses that the court of common pleas or other court deems proper.

Cross References. Section 1742 is referred to in sections 1743, 1744 of this title.

11 .§ 1782. Actions against directors and officers.

(a) General rule.--Except as provided in subsection (b), in any action or proceeding brought to enforce a
secondary right on the part of one or more shareholders of a business corporation against any present or former
officer or director of the corporation because the corporation refuses to enforce rights that may properly be asserted
by it, each plaintiff must aver and it must be made to appear that each plaintiff was a shareholder of the corporation
or owner of a beneficial interest in the shares at the time of the transaction of which he complains, or that his shares
or beneficial interest in the shares devolved upon him by operation of law from a person who was a shareholder or
owner of a beneficial interest in the shares at that time.

(b) Exception.--Any shareholder or person beneficially interested in shares of the corporation who, except
for the provisions of subsection (a), would be entitled to maintain the action or proceeding and who does not meet
such requirements may, nevertheless in the discretion of the court, be allowed to maintain the action or proceeding
on preliminary showing to the court, by application and upon such verified statements and depositions as may be
required by the court, that there is a strong prima facie case in favor of the claim asserted on behalf of the
corporation and that without the action serious injustice will result.

(¢) Security for costs.--In any action or proceeding instituted or maintained by holders or owners of less
than 5% of the outstanding shares of any class of the corporation, unless the shares held or owned by the holders or
owners have an aggregate fair market value in excess of $200,000, the corporation in whose right the action or
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proceeding is brought shall be entitled at any stage of the proceedings to require the plaintiffs to give security for the
reasonable expenses, including attorneys’ fees, that may be incurred by it in connection therewith or for which it may
become liable pursuant to section 1743 (relating to mandatory indemnification) (but only insofar as relates to actions
by or in the right of the corporation) to which security the corporation shall have recourse in such amount as the
court determines upon the termination of the action or proceeding. The amount of security may, from time to time, be
increased or decreased in the discretion of the court upon showing that the security provided has or may become
inadequate or excessive. The security may be denied or limited in the discretion of the court upon preliminary
showing to the court, by application and upon such verified statements and depositions as may be required by the
court, establishing prima facie that the requirement of full or partial security would impose undue hardship on
plaintiffs and serious injustice would result.

(d) Cross reference.--See section 4146 (relating to provisions applicable to all foreign corporations).

Suspension by Court Rule. Section 1782(a) and (b) were suspended by Pennsylvania Rule of Civil
Procedure No. 1506(e), amended April 12, 1999, insofar as inconsistent with Rule No. 1506 relating to stockholder’s
derivative action. Rule No. 1506(e) further provided that section 1782(c) and (d) shall not be deemed suspended or
affected by Rule No. 1506.

Cross References. Section 1782 is referred to in section 4146 of this title.

F. Pennsylvania Rules of Civil Procedure:

1. Pa. R.C.P. No. 1506

(a) In an action to enforce a secondary right brought by one or more stockholders or members of a
corporation or similar entity because the corporation or entity refuses or fails to enforce rights which could be
asserted by it, the complaint shall set forth:

(1) that each plaintiff is a stockholder or owner of an interest in the
corporation or other entity.

(2) the efforts made to secure enforcement by the corporation or
similar entity or the reason for not making any such efforts, and

(3) cither

(i) that each plaintiff was a stockholder or owner of an interest in
the corporation or other entity at the time of the transaction of
which the plaintiff complains or that the plaintiff’s stock or
interest devolved upon the plaintiff by operation of law from a
person who was a stockholder or owner at that time, or

(i1) that there is a strong prima facie case in favor of the claim
asserted on behalf of the corporation and that without the action
serious injustice will result.

Note: See Section 1782(c) of the Associations Code, 15 Pa.C.S.A. §
1782, providing for security for costs in stockholder’s actions.

(b) A plaintiff who files a complaint containing an allegation pursuant to subdivision (a)(3)(ii) shall
forthwith file a motion to maintain the action. If the plaintiff sustains the allegation, the court shall allow the action to
continue.

(c) Ifit appears that the plaintiff does not fairly and adequately represent the interests of the shareholders or
members similarly situated in enforcing the right of the corporation or association, an appropriate person shall be
substituted as plaintiff or, if an appropriate person is not substituted, the action shall be dismissed as provided by
subdivision (d).

(d) The action shall not be dismissed or compromised without the approval of the court, and notice of the
proposed dismissal or compromise shall be given to shareholders or members in such manner as the court directs.

(e)
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(1) Section 1782(a) and (b) of the Associations Code, 15 Pa.C.S. §
1782(a) and (b), shall be suspended only insofar as it is inconsistent
with the provisions of this rule.
Note: Section 1782(a) and (b) of the Associations Code relate to the
bringing of a shareholder’s action.
(2) Section 1782(c) and (d) of the Associations Code, 15 Pa.C.S. §
1782(c) and (d), shall not be deemed suspended or affected by this
rule.
Note: Section 1782(c) and (d) relate to security for costs in such
actions and applicability of the statute to foreign corporations.

EXPLANATORY COMMENT--1990

Recommendation 96 proposes to amend Rule 1506 governing stockholder’s actions in light of recent
appellate court interpretations and the enactment of the new Associations Code.

1. Averments of the Complaint
a. Ownership of stock at commencement of action Chief Judge Teitelbaum of the United States
District Court for the Western District of Pennsylvania stated the current Pennsylvania law with respect to
ownership of stock in the corporation inOverberger v. BT Financial Corp., 106 F.R.D. 438, 441 (1985):

New subdivision (a)(1) explicitly requires the plaintiff to allege that “cach plaintiff is a stockholder
or owner of an interest in the corporation or other entity.” This provision brings the Pennsylvania procedure
in line with its Federal counterpart. The rule makes no statement with respect to continuing ownership
subsequent to the commencement of the action.

b. Efforts to secure enforcement of rights

Subdivision (a)

(2) incorporates unchanged the provisions of paragraph (2) of the prior rule requiring an
allegation of the efforts made by the corporation or similar entity to secure enforcement of the
rights which are the subject of the action “or the reason for not making any such efforts.”

c. Ownership of stock at time of the transaction

Subdivision (a)

(3) requires a complaint to set forth one of two alternative allegations. The allegation
required by subparagraph (3)(i) incorporates the essence of Section 1782(a) of the Associations
Code which provides:

The alternative allegation required by subdivision (a)(3)(ii) incorporates the exception
stated in section 1782(b) of the Associations Code:

The rule provides that the plaintiff must allege either ownership of stock at the time of the
transaction complained of under subdivision (a)(3)(i) or “a strong prima facie case” and “serious injustice”
if the actions is not maintained under subdivision (a)(3)(ii).

While the allegations in the complaint pursuant to subdivision (a)(3)(ii) allow the plaintiff
to bring the action, the plaintiff must make a preliminary showing to the court sustaining the allegations in
order to continue the action. New subdivision (b) requires the plaintiff to file a motion to maintain the
action and the court to allow the action to continue if the allegation is sustained.

II. Adequacy of Representation and Dismissal Subdivisions (c¢) and (d) are new provisions derived from
Federal Rule 23.1. Subdivision (c), like the Federal rule, requires the plaintiff to adequately represent the interests of
the shareholders. The subdivision adds the requirement that if there is no adequate representation, “an appropriate
person shall be substituted as plaintiff”. If no such person is substituted, then the action may be dismissed as
provided in subdivision (d).
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Subdivision (d) is taken verbatim from the last sentence of Fed.R.C.P. 23.1 requiring court
approval of any dismissal or compromise of the action and notice to the shareholders.

G. PBCL Takeover Legislation:

1. § 1715. Exercise of powers generally.

(i) (a) General rule. -- In discharging the duties of their
respective positions, the board of directors, committees of
the board and individual directors of a business
corporation may, in considering the best interests of the
corporation, consider to the extent they deem appropriate:

(1) The effects of any action upon any or all groups affected by such action, including shareholders,

employees, suppliers, customers and creditors of the corporation, and upon communities in which

offices or other establishments of the corporation are located.

(2) The short-term and long-term interests of the corporation, including benefits that may accrue to the

corporation from its long-term plans and the possibility that these interests may be best served by the

continued independence of the corporation.

(3) The resources, intent and conduct (past, stated and potential) of any person seeking to acquire

control of the corporation.

(4) All other pertinent factors.
(b) Consideration of interests and factors. -- The board of directors, committees of the board and individual
directors shall not be required, in considering the best interests of the corporation or the effects of any action, to
regard any corporate interest or the interests of any particular group affected by such action as a dominant or
controlling interest or factor. The consideration of interests and factors in the manner described in this
subsection and in subsection (a) shall not constitute a violation of section 1712 (relating to standard of care and
justifiable reliance).
(¢) Specific applications. -- In exercising the powers vested in the corporation, including, without limitation,
those powers pursuant to section 1502 (relating to general powers), and in no way limiting the discretion of the
board of directors, committees of the board and individual directors pursuant to subsections (a) and (b), the
fiduciary duty of directors shall not be deemed to require them:

(1) to redeem any rights under, or to modify or render inapplicable, any shareholder rights plan,

including, but not limited to, a plan adopted pursuant or made subject to section 2513 (relating to

disparate treatment of certain persons);

(2) to render inapplicable, or make determinations under, the provisions of Subchapter E (relating to

control transactions), F (relating to business combinations), G (relating to control-share acquisitions) or

H (relating to disgorgement by certain controlling shareholders following attempts to acquire control)

of Chapter 25 or under any other provision of this title relating to or affecting acquisitions or potential

or proposed acquisitions of control; or

(3) to act as the board of directors, a committee of the board or an individual director solely because of

the effect such action might have on an acquisition or potential or proposed acquisition of control of the

corporation or the consideration that might be offered or paid to shareholders in such an acquisition.
(d) Presumption. -- Absent breach of fiduciary duty, lack of good faith or self-dealing, any act as the board of
directors, a committee of the board or an individual director shall be presumed to be in the best interests of the
corporation. In assessing whether the standard set forth in section 1712 has been satisfied, there shall not be any
greater obligation to justify, or higher burden of proof with respect to, any act as the board of directors, any
committee of the board or any individual director relating to or affecting an acquisition or potential or proposed
acquisition of control of the corporation than is applied to any other act as a board of directors, any committee
of the board or any individual director. Notwithstanding the preceding provisions of this subsection, any act as
the board of directors, a committee of the board or an individual director relating to or affecting an acquisition
or potential or proposed acquisition of control to which a majority of the disinterested directors shall have
assented shall be presumed to satisfy the standard set forth in section 1712, unless it is proven by clear and
convincing evidence that the disinterested directors did not assent to such act in good faith after reasonable
investigation.
(e) Definition. -- The term “disinterested director” as used in subsection (d) and for no other purpose means:

(1) A director of the corporation other than:
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(i) A director who has a direct or indirect financial or other interest in the person acquiring or
seeking to acquire control of the corporation or who is an affiliate or associate, as defined in
section 2552 (relating to definitions), of, or was nominated or designated as a director by, a
person acquiring or seeking to acquire control of the corporation.
(ii) Depending on the specific facts surrounding the director and the act under consideration,
an officer or employee or former officer or employee of the corporation.

(2) A person shall not be deemed to be other than a disinterested director solely by reason of any or all

of the following:
(i) The ownership by the director of shares of the corporation.
(i) The receipt as a holder of any class or series of any distribution made to all owners of
shares of that class or series.
(iii) The receipt by the director of director’s fees or other consideration as a director.
(iv) Any interest the director may have in retaining the status or position of director.
(v) The former business or employment relationship of the director with the corporation.
(vi) Receiving or having the right to receive retirement or deferred compensation from the
corporation due to service as a director, officer or employee.

(f) Cross reference. -- See section 1711 (relating to alternative provisions).

2. § 1716. Alternative standard.

(a) General rule. -- In discharging the duties of their respective positions, the board of directors, committees of
the board and individual directors of a business corporation may, in considering the best interests of the
corporation, consider the effects of any action upon employees, upon suppliers and customers of the corporation
and upon communities in which offices or other establishments of the corporation are located, and all other
pertinent factors. The consideration of those factors shall not constitute a violation of section 1712 (relating to
standard of care and justifiable reliance).

(b) Presumption. -- Absent breach of fiduciary duty, lack of good faith or self-dealing, actions taken as a
director shall be presumed to be in the best interests of the corporation.

(¢) Cross reference. -- See section 1711 (relating to alternative provisions).

3. § 1717. Limitation on standing.

The duty of the board of directors, committees of the board and individual directors under section 1712 (relating to
standard of care and justifiable reliance) is solely to the business corporation and may be enforced directly by the
corporation or may be enforced by a shareholder, as such, by an action in the right of the corporation, and may not
be enforced directly by a shareholder or by any other person or group. Notwithstanding the preceding sentence,
sections 1715(a) and (b) (relating to exercise of powers generally) and 1716(a) (relating to alternative standard) do
not impose upon the board of directors, committees of the board and individual directors any legal or equitable
duties, obligations or liabilities or create any right or cause of action against, or basis for standing to sue, the board
of directors, committees of the board and individual directors.

4. § 1721. Board of directors.

(a) General rule. -- Unless otherwise provided by statute or in a bylaw adopted by the shareholders, all powers
enumerated in section 1502 (relating to general powers) and elsewhere in this subpart or otherwise vested by law
in a business corporation shall be exercised by or under the authority of, and the business and affairs of every
business corporation shall be managed under the direction of, a board of directors. If any such provision is made
in the bylaws, the powers and duties conferred or imposed upon the board of directors by this subpart shall be
exercised or performed to such extent and by such person or persons as shall be provided in the bylaws. Persons
upon whom the liabilities of directors are imposed by this section shall to that extent be entitled to the rights and
immunities conferred by or pursuant to this part and other provisions of law upon directors of a corporation.

(b) Cross reference. -- See section 2527 (relating to authority of board of directors).

5. § 1724. Term of office of directors.

(a) General rule. -- Each director of a business corporation shall hold office until the expiration of the term for
which he was selected and until his successor has been selected and qualified or until his earlier death,
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resignation or removal. Any director may resign at any time upon written notice to the corporation. The
resignation shall be effective upon receipt thereof by the corporation or at such subsequent time as shall be
specified in the notice of resignation. Each director shall be selected for the term of office provided in the
bylaws, which shall be one year and until his successor has been selected and qualified or until his earlier death,
resignation or removal, unless the board is classified as provided by subsection (b). A decrease in the number of
directors shall not have the effect of shortening the term of any incumbent director.
(b) Classified board of directors. -- Except as otherwise provided in the articles, if the directors are classified
in respect of the time for which they shall severally hold office:

(1) Each class shall be as nearly equal in number as possible.

(2) The term of office of at least one class shall expire in each year.

(3) The members of a class shall not be elected for a longer period than four years.

6. § 1726. Removal of directors.

(a) Removal by the shareholders.
(1) Unless otherwise provided in a bylaw adopted by the shareholders, the entire board of directors, or
a class of the board where the board is classified with respect to the power to select directors, or any
individual director of a business corporation may be removed from office without assigning any cause
by the vote of shareholders, or of the holders of a class or series of shares, entitled to elect directors, or
the class of directors. In case the board or a class of the board or any one or more directors are so
removed, new directors may be elected at the same meeting. Notwithstanding the first sentence of this
paragraph, unless otherwise provided in the articles by a specific and unambiguous statement that
directors may be removed from office without assigning any cause, the entire board of directors, or any
class of the board, or any individual director of a corporation having a board classified as permitted by
section 1724(b) (relating to classified board of directors), may be removed from office by vote of the
shareholders entitled to vote thereon only for cause, if such classification has been effected in the
articles or by a bylaw adopted by the sharecholders.
(2) The repeal of a provision of the articles or bylaws prohibiting, or the addition of a provision to the
articles or bylaws permitting, the removal by the shareholders of the board, a class of the board or a
director without assigning any cause shall not apply to any incumbent director during the balance of the
term for which he was selected.
(3) An individual director shall not be removed (unless the entire board or class of the board is
removed) from the board of a corporation in which shareholders are entitled to vote cumulatively for
the board or a class of the board if sufficient votes are cast against the resolution for his removal which,
if cumulatively voted at an annual or other regular election of directors, would be sufficient to elect one
or more directors to the board or to the class.
(4) The board of directors may be removed at any time with or without cause by the unanimous vote or
consent of shareholders entitled to vote thereon.
(5) The articles may not prohibit the removal of directors by the shareholders for cause.
(b) Removal by the board. -- Unless otherwise provided in a bylaw adopted by the shareholders, the board of
directors may declare vacant the office of a director who has been judicially declared of unsound mind or who
has been convicted of an offense punishable by imprisonment for a term of more than one year or for any other
proper cause which the bylaws may specify or if, within 60 days or such other time as the bylaws may specify
after notice of his selection, he does not accept the office either in writing or by attending a meeting of the board
of directors and fulfill such other requirements of qualification as the bylaws may specify.
(¢) Removal by the court. -- Upon application of any shareholder or director, the court may remove from office
any director in case of fraudulent or dishonest acts, or gross abuse of authority or discretion with reference to the
corporation, or for any other proper cause, and may bar from office any director so removed for a period
prescribed by the court. The corporation shall be made a party to the action and as a prerequisite to the
maintenance of an action under this subsection a shareholder shall comply with Subchapter F (relating to
derivative actions).
(d) Effect of reinstatement. -- An act of the board done during the period when a director has been suspended
or removed for cause shall not be impugned or invalidated if the suspension or removal is thereafter rescinded
by the shareholders or by the board or by the final judgment of a court.
(e) Cross reference. - See section 1106(b)(4) (relating to uniform application of subpart).
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7. § 1525. Stock rights and options.

(a) General rule. -- Except as otherwise provided in its articles prior to the creation and issuance thereof, a
business corporation may create and issue (whether or not in connection with the issuance of any of its shares or
other securities) option rights or securities having conversion or option rights entitling the holders thereof to
purchase or acquire shares, option rights, securities having conversion or option rights, or obligations, of any
class or series, or assets of the corporation, or to purchase or acquire from the corporation shares, option rights,
securities having conversion or option rights, or obligations, of any class or series, owned by the corporation and
issued by any other person. Except as otherwise provided in its articles, the shares, option rights, securities
having conversion or option rights, or obligations shall be evidenced in such manner as the corporation may
determine and may be offered without first offering them to shareholders of any class or classes.
(b) Specifically authorized provisions. -- The securities, contracts, warrants or other instruments evidencing
any shares, option rights, securities having conversion or option rights, or obligations of a corporation may
contain such terms as are fixed by the board of directors, including, without limiting the generality of such
authority:

(1) Restrictions upon the authorization or issuance of additional shares, option rights, securities having

conversion or option rights, or obligations.

(2) Provisions for the adjustment of the conversion or option rights price.

(3) Provisions concerning rights or adjustments in the event of reorganization, merger, consolidation,

sale of assets, exchange of shares or other fundamental changes.

(4) Provisions for the reservation of authorized but unissued shares or other securities.

(5) Restrictions upon the declaration or payment of dividends or distributions or related party

transactions.

(6) Conditions relating to the exercise, conversion, transfer or receipt of such shares, option rights,

securities having conversion or option rights, or obligations.

There shall be no authority under this subsection to include a provision authorized by section 2513
(relating to disparate treatment of certain persons).

(¢) Standard of care unaffected. -- The provisions of subsections (a) and (b) and section 2513 shall not be
construed to effect a change in the fiduciary relationship between a director and a business corporation or to
change the standard of care of a director provided for in Subchapter B of Chapter 17 (relating to fiduciary duty).
(d) Pricing and payment. -- The provisions of this subchapter applicable to the pricing of and payment for
shares shall be applicable to the pricing of and payment for rights and options except that the rights and options
may be issued to representatives of the corporation or any of its affiliates as an incentive to service or continued
service with the corporation and its affiliates or for such other purpose and upon such other terms as its
directors, who may benefit by their action, deem advantageous to the corporation.

(e) Shares subject to preemptive rights. -- Authorized but unissued shares subject to preemptive rights may be
issued and sold pursuant to a plan providing for the issuance of rights or options entitling the holders thereof to
purchase shares of the same class or series as the shares subject to such preemptive rights upon the exercise of
such rights or options if the plan is approved by the affirmative vote of a majority of the votes cast by the
shareholders entitled to exercise such preemptive rights.

8. § 2513. Disparate treatment of certain persons.

(a) General rule.--A registered corporation, except one described in section 2502(1)(ii) or (2) (relating to
registered corporation status), that creates and issues any securities, contracts, warrants or other instruments
evidencing any shares, option rights, securities having conversion or option rights, or obligations under section
1525 (relating to stock rights and options) may set forth therein such terms as are fixed by the board of
directors, including, without limiting the generality of such authority, conditions including, but not limited to,
conditions that preclude or limit any person or persons owning or offering to acquire a specified number or
percentage of the outstanding common shares, other shares, option rights, securities having conversion or
option rights, or obligations of the corporation or transferee or transferees of the person or persons from
exercising, converting, transferring or receiving the shares, option rights, securities having conversion or option
rights, or obligations.

(b) Cross reference.--See section 1525(c) (relating to standard of care unaffected).
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Cross References. Section 2513 is referred to in sections 1525, 1715, 1906 of this title.
H. Registered Corporation:

Control Transactions (Subchapter 25E, §§ 2541 — 2548)

1. § 2541. Application and effect of subchapter.

(a) General rule.--Except as otherwise provided in this section, this subchapter shall apply to a registered
corporation unless:
(1) the registered corporation is one described in section 2502(1)(ii) or (2) (relating to registered
corporation status);
(2) the bylaws, by amendment adopted either:
(1) by March 23, 1984; or
(i1) on or after March 23, 1988, and on or before June 21, 1988;
and, in either event, not subsequently rescinded by an article amendment, explicitly
provide that this subchapter shall not be applicable to the corporation in the case of a
corporation which on June 21, 1988, did not have outstanding one or more classes or
series of preference shares entitled, upon the occurrence of a default in the payment of
dividends or another similar contingency, to elect a majority of the members of the board
of directors (a bylaw adopted on or before June 21, 1988, by a corporation excluded from
the scope of this paragraph by the restriction of this paragraph relating to certain
outstanding preference shares shall be ineffective unless ratified under paragraph (3));
(3) the bylaws of which explicitly provide that this subchapter shall not be applicable to the
corporation by amendment ratified by the board of directors on or after December 19, 1990, and on
or before March 19, 1991, in the case of a corporation:
(1) which on June 21, 1988, had outstanding one or more classes or series of preference
shares entitled, upon the occurrence of a default in the payment of dividends or another
similar contingency, to elect a majority of the members of the board of directors; and
(ii) the bylaws of which on that date contained a provision described in paragraph (2); or
(4) the articles explicitly provide that this subchapter shall not be applicable to the corporation by a
provision included in the original articles, by an article amendment adopted prior to the date of the
control transaction and prior to or on March 23, 1988, pursuant to the procedures then applicable to
the corporation, or by an articles amendment adopted prior to the date of the control transaction and
subsequent to March 23, 1988, pursuant to both:
(1) the procedures then applicable to the corporation; and
(i1) unless such proposed amendment has been approved by the board of directors of the
corporation, in which event this subparagraph shall not be applicable, the affirmative vote
of the shareholders entitled to cast at least 80% of the votes which all shareholders are
entitled to cast thereon.
A reference in the articles or bylaws to former section 910 (relating to right of shareholders to receive payment for
shares following a control transaction) of the act of May 5, 1933 (P.L.364, No.106), known as the Business
Corporation Law of 1933, shall be deemed a reference to this subchapter for the purposes of this section. See section
101(c) (relating to references to prior statutes).
(b) Inadvertent transactions.--This subchapter shall not apply to any person or group that inadvertently
becomes a controlling person or group if that controlling person or group, as soon as practicable, divests itself
of a sufficient amount of its voting shares so that it is no longer a controlling person or group.
(¢) Certain subsidiaries.--This subchapter shall not apply to any corporation that on December 23, 1983, was
a subsidiary of any other corporation.
(d) Rights cumulative.--(Deleted by amendment).
(Dec. 19, 1990, P.L.834, No.198, eff. imd.; Dec. 18, 1992, P.L..1333, No.169, eff. 60 days)

1992 Amendment. Act 169 deleted subsec. (d).

1990 Amendment. Act 198 amended subsec. (a).
Cross References. Section 2541 is referred to in section 1106 of this title.
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2. § 2542. Definitions.

The following words and phrases when used in this subchapter shall have the meanings given to them in this
section unless the context clearly indicates otherwise:

“Control transaction.” The acquisition by a person or group of the status of a controlling person or group.

“Controlling person or group.” A controlling person or group as defined in section 2543 (relating to
controlling person or group).

“Fair value.” A value not less than the highest price paid per share by the controlling person or group at any
time during the 90-day period ending on and including the date of the control transaction plus an increment
representing any value, including, without limitation, any proportion of any value payable for acquisition of control
of the corporation, that may not be reflected in such price.

“Partial payment amount.” The amount per share specified in section 2545(c)(2) (relating to contents of
notice).

“Subsidiary.” Any corporation as to which any other corporation has or has the right to acquire, directly or
indirectly, through the exercise of all warrants, options and rights and the conversion of all convertible securities,
whether issued or granted by the subsidiary or otherwise, voting power over voting shares of the subsidiary that
would entitle the holders thereof to cast in excess of 50% of the votes that all shareholders would be entitled to cast
in the election of directors of such subsidiary, except that a subsidiary will not be deemed to cease being a subsidiary
as long as such corporation remains a controlling person or group within the meaning of this subchapter.

“Voting shares.” The term shall have the meaning specified in section 2552 (relating to definitions).

(Apr. 27, 1990, P.L.129, No.36, eff. imd.)

3. § 2543. Controlling person or group.

(a) General rule.--For the purpose of this subchapter, a “controlling person or group” means a person who
has, or a group of persons acting in concert that has, voting power over voting shares of the registered corporation
that would entitle the holders thereof to cast at least 20% of the votes that all shareholders would be entitled to cast
in an election of directors of the corporation.

(b) Exceptions generally.--Notwithstanding subsection (a):

(1) A person or group which would otherwise be a controlling person or group within the meaning of this
section shall not be deemed a controlling person or group unless, subsequent to the later of March 23, 1988, or the
date this subchapter becomes applicable to a corporation by bylaw or article amendment or otherwise, that person or
group increases the percentage of outstanding voting shares of the corporation over which it has voting power to in
excess of the percentage of outstanding voting shares of the corporation over which that person or group had voting
power on such later date, and to at least the amount specified in subsection (a), as the result of forming or enlarging a
group or acquiring, by purchase, voting power over voting shares of the corporation.

(2) No person or group shall be deemed to be a controlling person or group at any particular time if voting
power over any of the following voting shares is required to be counted at such time in order to meet the 20%
minimum:

(i) Shares which have been held continuously by a natural person since January 1, 1983, and which are held
by such natural person at such time.

(i) Shares which are held at such time by any natural person or trust, estate, foundation or other similar
entity to the extent the shares were acquired solely by gift, inheritance, bequest, devise or other testamentary
distribution or series of these transactions, directly or indirectly, from a natural person who had acquired the shares
prior to January 1, 1983.

(iii) Shares which were acquired pursuant to a stock split, stock dividend, reclassification or similar
recapitalization with respect to shares described under this paragraph that have been held continuously since their
issuance by the corporation by the natural person or entity that acquired them from the corporation or that were
acquired, directly or indirectly, from such natural person or entity, solely pursuant to a transaction or series of
transactions described in subparagraph (ii), and that are held at such time by a natural person or entity described in
subparagraph (ii).

(iv) Control shares as defined in section 2562 (relating to definitions) which have not yet been accorded
voting rights pursuant to section 2564(a) (relating to voting rights of shares acquired in a control-share acquisition).

(v) Shares, the voting rights of which are attributable to a person under subsection (d) if:

(A) the person acquired the option or conversion right directly from or made the contract, arrangement or
understanding or has the relationship directly with the corporation; and
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(B) the person does not at the particular time own or otherwise effectively possess the voting rights of the
shares.

(vi) Shares acquired directly from the corporation or an affiliate or associate, as defined in section 2552
(relating to definitions), of the corporation by a person engaged in business as an underwriter of securities who
acquires the shares through his participation in good faith in a firm commitment underwriting registered under the
Securities Act of 1933.

(vii) Shares acquired directly from the corporation in a transaction exempt from the registration requirements
of the Securities Act of 1933.

(3) In determining whether a person or group is or would be a controlling person or group at any particular
time, there shall be disregarded voting power arising from a contingent right of the holders of one or more classes or
series of preference shares to elect one or more members of the board of directors upon or during the continuation of
a default in the payment of dividends on such shares or another similar contingency.

(c) Certain record holders.--A person shall not be a controlling person under subsection (a) if the person
holds voting power, in good faith and not for the purpose of circumventing this subchapter, as an agent, bank,
broker, nominee or trustee for one or more beneficial owners who do not individually or, if they are a group acting in
concert, as a group have the voting power specified in subsection (a), or who are not deemed a controlling person or
group under subsection (b).

(d) Existence of voting power.--For the purposes of this subchapter, a person has voting power over a voting
share if the person has or shares, directly or indirectly, through any option, contract, arrangement, understanding,
conversion right or relationship, or by acting jointly or in concert or otherwise, the power to vote, or to direct the
voting of, the voting share.

(Dec. 19, 1990, P.L.834, No.198, eff. imd.; Feb. 10, 2006, P.L.21, No.6, eff. imd.)

2006 Amendment. Act 6 added subsec. (b)(2)(vii).
1990 Amendment. Act 198 amended subsecs. (a) and (b).
Cross References. Section 2543 is referred to in sections 1106, 2542 of this title.

4. § 2544. Right of shareholders to receive payment for shares.

Any holder of voting shares of a registered corporation that becomes the subject of a control transaction who
shall object to the transaction shall be entitled to the rights and remedies provided in this subchapter.

5. § 2545. Notice to shareholders.

(a) General rule.--Prompt notice that a control transaction has occurred shall be given by the controlling
person or group to:

(1) Each shareholder of record of the registered corporation holding voting shares.

(2) The court, accompanied by a petition to the court praying that the fair value of the voting shares of the
corporation be determined pursuant to section 2547 (relating to valuation procedures) if the court should receive,
pursuant to section 2547, certificates from shareholders of the corporation or an equivalent request for transfer of
uncertificated securities.

(b) Obligations of the corporation.--If the controlling person or group so requests, the corporation shall, at
the option of the corporation and at the expense of the person or group, either furnish a list of all such shareholders
and their postal addresses to the person or group or provide the notice to all such shareholders.

(c) Contents of notice.--The notice shall state that:

(1) All shareholders are entitled to demand that they be paid the fair value of their shares.

(2) The minimum value the shareholder can receive under this subchapter is the highest price paid per share
by the controlling person or group within the 90-day period ending on and including the date of the control
transaction, and stating that value.

(3) If the shareholder believes the fair value of his shares is higher, this subchapter provides an appraisal
procedure for determining the fair value of such shares, specifying the name of the court and its address and the
caption of the petition referenced in subsection (a)(2), and stating that the information is provided for the possible
use by the shareholder in electing to proceed with a court-appointed appraiser under section 2547.

There shall be included in, or enclosed with, the notice a copy of this subchapter.

(d) Optional procedure.--The controlling person or group may, at its option, supply with the notice
referenced in subsection (c¢) a form for the shareholder to demand payment of the partial payment amount directly
from the controlling person or group without utilizing the court-appointed appraiser procedure of section 2547,
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requiring the shareholder to state the number and class or series, if any, of the shares owned by him, and stating
where the payment demand must be sent and the procedures to be followed.

(e) Cross reference.--See section 1702 (relating to manner of giving notice).
(July 9, 2013, P.L.476, No.67, eff. 60 days)

2013 Amendment. Act 67 amended subsec. (b) and added subsec. (¢).
Cross References. Section 2545 is referred to in sections 2542, 2546, 2547 of this title.

6. § 2546. Shareholder demand for fair value.

(a) General rule.--After the occurrence of the control transaction, any holder of voting shares of the registered
corporation may, prior to or within a reasonable time after the notice required by section 2545 (relating to notice to
shareholders) is given, which time period may be specified in the notice, make written demand on the controlling
person or group for payment of the amount provided in subsection (c¢) with respect to the voting shares of the
corporation held by the shareholder, and the controlling person or group shall be required to pay that amount to the
shareholder pursuant to the procedures specified in section 2547 (relating to valuation procedures).

(b) Contents of demand.--The demand of the shareholder shall state the number and class or series, if any, of
the shares owned by him with respect to which the demand is made.

(¢) Measure of value.--A sharecholder making written demand under this section shall be entitled to receive
cash for each of his shares in an amount equal to the fair value of each voting share as of the date on which the
control transaction occurs, taking into account all relevant factors, including an increment representing a proportion
of any value payable for acquisition of control of the corporation.

(d) Purchases independent of subchapter.--The provisions of this subchapter shall not preclude a controlling
person or group subject to this subchapter from offering, whether in the notice required by section 2545 or otherwise,
to purchase voting shares of the corporation at a price other than that provided in subsection (c), and the provisions
of this subchapter shall not preclude any shareholder from agreeing to sell his voting shares at that or any other price
to any person.

Cross References. Section 2546 is referred to in section 2547 of this title.

7. § 2547. Valuation procedures.

(a) General rule.--If, within 45 days (or such other time period, if any, as required by applicable law) after the
date of the notice required by section 2545 (relating to notice to shareholders), or, if such notice was not provided
prior to the date of the written demand by the shareholder under section 2546 (relating to shareholder demand for
fair value), then within 45 days (or such other time period, if any, required by applicable law) of the date of such
written demand, the controlling person or group and the shareholder are unable to agree on the fair value of the
shares or on a binding procedure to determine the fair value of the shares, then each shareholder who is unable to
agree on both the fair value and on such a procedure with the controlling person or group and who so desires to
obtain the rights and remedies provided in this subchapter shall, no later than 30 days after the expiration of the
applicable 45-day or other period, surrender to the court certificates representing any of the shares that are
certificated shares, duly endorsed for transfer to the controlling person or group, or cause any uncertificated shares to
be transferred to the court as escrow agent under subsection (¢) with a notice stating that the certificates or
uncertificated shares are being surrendered or transferred, as the case may be, in connection with the petition
referenced in section 2545 or, if no petition has theretofore been filed, the shareholder may file a petition within the
30-day period in the court praying that the fair value (as defined in this subchapter) of the shares be determined.

(b) Effect of failure to give notice and surrender certificates.--Any shareholder who does not so give notice
and surrender any certificates or cause uncertificated shares to be transferred within such time period shall have no
further right to receive, with respect to shares the certificates of which were not so surrendered or the uncertificated
shares which were not so transferred under this section, payment under this subchapter from the controlling person or
group with respect to the control transaction giving rise to the rights of the shareholder under this subchapter.

(¢) Escrow and notice.--The court shall hold the certificates surrendered and the uncertificated shares
transferred to it in escrow for, and shall promptly, following the expiration of the time period during which the
certificates may be surrendered and the uncertificated shares transferred, provide a notice to the controlling person or
group of the number of shares so surrendered or transferred.

(d) Partial payment for shares.--The controlling person or group shall then make a partial payment for the
shares so surrendered or transferred to the court, within ten business days of receipt of the notice from the court, at a
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per-share price equal to the partial payment amount. The court shall then make payment as soon as practicable, but in
any event within ten business days, to the shareholders who so surrender or transfer their shares to the court of the
appropriate per-share amount received from the controlling person or group.

(e) Appointment of appraiser.--Upon receipt of any share certificate surrendered or uncertificated share
transferred under this section, the court shall, as soon as practicable but in any event within 30 days, appoint an
appraiser with experience in appraising share values of companies of like nature to the registered corporation to
determine the fair value of the shares.

(f) Appraisal procedure.--The appraiser so appointed by the court shall, as soon as reasonably practicable,
determine the fair value of the shares subject to its appraisal and the appropriate market rate of interest on the
amount then owed by the controlling person or group to the holders of the shares. The determination of any appraiser
so appointed by the court shall be final and binding on both the controlling person or group and all shareholders who
so surrendered their share certificates or transferred their shares to the court, except that the determination of the
appraiser shall be subject to review to the extent and within the time provided or prescribed by law in the case of
other appointed judicial officers. See 42 Pa.C.S. §§ 5105(a)(3) (relating to right to appellate review) and 5571(b)
(relating to appeals generally).

(g) Supplemental payment.--Any amount owed, together with interest, as determined pursuant to the
appraisal procedures of this section shall be payable by the controlling person or group after it is so determined and
upon and concurrently with the delivery or transfer to the controlling person or group by the court (which shall make
delivery of the certificate or certificates surrendered or the uncertificated shares transferred to it to the controlling
person or group as soon as practicable but in any event within ten business days after the final determination of the
amount owed) of the certificate or certificates representing shares surrendered or the uncertificated shares transferred
to the court, and the court shall then make payment, as soon as practicable but in any event within ten business days
after receipt of payment from the controlling person or group, to the shareholders who so surrendered or transferred
their shares to the court of the appropriate per-share amount received from the controlling person or group.

(h) Voting and dividend rights during appraisal proceedings.--Sharcholders who surrender their shares to
the court pursuant to this section shall retain the right to vote their shares and receive dividends or other distributions
thereon until the court receives payment in full for each of the shares so surrendered or transferred of the partial
payment amount (and, thereafter, the controlling person or group shall be entitled to vote such shares and receive
dividends or other distributions thereon). The fair value (as determined by the appraiser) of any dividends or other
distributions so received by the shareholders shall be subtracted from any amount owing to such shareholders under
this section.

(i) Powers of the court.--The court may appoint such agents, including the transfer agent of the corporation,
or any other institution, to hold the share certificates so surrendered and the shares surrendered or transferred under
this section, to effect any necessary change in record ownership of the shares after the payment by the controlling
person or group to the court of the amount specified in subsection (h), to receive and disburse dividends or other
distributions, to provide notices to shareholders and to take such other actions as the court determines are appropriate
to effect the purposes of this subchapter.

(j) Costs and expenses.--The costs and expenses of any appraiser or other agents appointed by the court shall
be assessed against the controlling person or group. The costs and expenses of any other procedure to determine fair
value shall be paid as agreed to by the parties agreeing to the procedure.

(k) Jurisdiction exclusive.--The jurisdiction of the court under this subchapter is plenary and exclusive and
the controlling person or group, and all shareholders who so surrendered or transferred their shares to the court shall
be made a party to the proceeding as in an action against their shares.

(1) Duty of corporation.--The corporation shall comply with requests for information, which may be
submitted pursuant to procedures maintaining the confidentiality of the information, made by the court or the
appraiser selected by the court. If any of the shares of the corporation are not represented by certificates, the transfer,
escrow or retransfer of those shares contemplated by this section shall be registered by the corporation, which shall
give the written notice required by section 1528(f) (relating to uncertificated shares) to the transferring shareholder,
the court and the controlling shareholder or group, as appropriate in the circumstances.

(m) Payment under optional procedure.--Any amount agreed upon between the parties or determined
pursuant to the procedure agreed upon between the parties shall be payable by the controlling person or group after it
is agreed upon or determined and upon and concurrently with the delivery of any certificate or certificates
representing such shares or the transfer of any uncertificated shares to the controlling person or group by the
shareholder.

(n) Title to shares.--Upon full payment by the controlling person or group of the amount owed to the
shareholder or to the court, as appropriate, the shareholder shall cease to have any interest in the shares.
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Cross References. Section 2547 is referred to in sections 2545, 2546, 2556 of this title.

8. § 2548. Coordination with control transaction.

(a) General rule.--A person or group that proposes to engage in a control transaction may comply with the
requirements of this subchapter in connection with the control transaction, and the effectiveness of the rights
afforded in this subchapter to shareholders may be conditioned upon the consummation of the control transaction.

(b) Notice.--The person or group shall give prompt written notice of the satisfaction of any such condition to
each shareholder who has made demand as provided in this subchapter.

Business Combinations (Subchapter 25F, §§ 2551-2556)

1. § 2551. Application and effect of subchapter.

(a) General rule.--Except as otherwise provided in this section, this subchapter shall apply to every registered
corporation.
(b) Exceptions.--The provisions of this subchapter shall not apply to any business combination:

(1) Of aregistered corporation described in section 2502(1)(ii) or (2) (relating to registered corporation
status).

(2) Of a corporation whose articles have been amended to provide that the corporation shall be subject to the
provisions of this subchapter, which was not a registered corporation described in section 2502(1)(i) on the effective
date of such amendment, and which is a business combination with an interested shareholder whose share acquisition
date is prior to the effective date of such amendment.

(3) Of a corporation:

(i) the bylaws of which, by amendment adopted by June 21, 1988, and not subsequently rescinded either by
an article amendment or by a bylaw amendment approved by at least 85% of the whole board of directors, explicitly
provide that this subchapter shall not be applicable to the corporation; or

(i1) the articles of which explicitly provide that this subchapter shall not be applicable to the corporation by a
provision included in the original articles, or by an article amendment adopted pursuant to both:

(A) the procedures then applicable to the corporation; and

(B) the affirmative vote of the holders, other than interested shareholders and their affiliates and associates,
of shares entitling the holders to cast a majority of the votes that all shareholders would be entitled to cast in an
election of directors of the corporation, excluding the voting shares of interested shareholders and their affiliates and
associates, expressly electing not to be governed by this subchapter.

The amendment to the articles shall not be effective until 18 months after the vote of the shareholders of the
corporation and shall not apply to any business combination of the corporation with an interested shareholder whose
share acquisition date is on or prior to the effective date of the amendment.

(4) Of a corporation with an interested shareholder of the corporation which became an interested
shareholder inadvertently, if the interested shareholder:

(1) as soon as practicable, divests itself of a sufficient amount of the voting shares of the corporation so that it
no longer is the beneficial owner, directly or indirectly, of shares entitling the person to cast at least 20% of the votes
that all shareholders would be entitled to cast in an election of directors of the corporation; and

(i) would not at any time within the five-year period preceding the announcement date with respect to the
business combination have been an interested shareholder but for such inadvertent acquisition.

(5) With an interested shareholder who was the beneficial owner, directly or indirectly, of shares entitling the
person to cast at least 15% of the votes that all shareholders would be entitled to cast in an election of directors of the
corporation on March 23, 1988, and remains so to the share acquisition date of the interested shareholder.

(6) Ofa corporation that on March 23, 1988, was a subsidiary of any other corporation. A corporation that
was a subsidiary on such date will not be deemed to cease being a subsidiary as long as the other corporation remains
a controlling person or group of the subsidiary within the meaning of Subchapter E (relating to control transactions).
A reference in the articles or bylaws to former section 911 (relating to requirements relating to certain business
combinations) of the act of May 5, 1933 (P.L.364, No.106), known as the Business Corporation Law of 1933, shall
be deemed a reference to this subchapter for the purposes of this section. See section 101(c) (relating to references to
prior statutes).

(c) Continuing applicability.--A registered corporation that is organized under the laws of this
Commonwealth shall not cease to be subject to this subchapter by reason of events occurring or actions taken while
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the corporation is subject to the provisions of this subchapter. See section 4146 (relating to provisions applicable to
all foreign corporations).
(Dec. 18, 1992, P.L.1333, No.169, eff. 60 days)

1992 Amendment. Act 169 deleted subsec. (¢) andreletteredsubsec. (d) tosubsec. (c).
Cross References. Section 2551 is referred to in sections 1106, 2555, 4146 of this title.

2. § 2552. Definitions.

The following words and phrases when used in this subchapter shall have the meanings given to them in this
section unless the context clearly indicates otherwise:

“Affiliate.” A person that directly, or indirectly through one or more intermediaries, controls, or is controlled
by, or is under common control with, a specified person.

“Announcement date.” When used in reference to any business combination, the date of the first public
announcement of the final, definitive proposal for such business combination.

“Associate.” When used to indicate a relationship with any person:

(1) any corporation or organization of which such person is an officer, director or partner or is, directly or
indirectly, the beneficial owner of shares entitling that person to cast at least 10% of the votes that all shareholders
would be entitled to cast in an election of directors of the corporation or organization;

(2) any trust or other estate in which such person has a substantial beneficial interest or as to which such
person serves as trustee or in a similar fiduciary capacity; and

(3) any relative or spouse of such person, or any relative of the spouse, who has the same home as such
person.

“Beneficial owner.” When used with respect to any shares, a person:

(1) that, individually or with or through any of its affiliates or associates, beneficially owns such shares,
directly or indirectly;

(2) that, individually or with or through any of its affiliates or associates, has:

(1) the right to acquire such shares (whether the right is exercisable immediately or only after the passage of
time), pursuant to any agreement, arrangement or understanding (whether or not in writing), or upon the exercise of
conversion rights, exchange rights, warrants or options, or otherwise, except that a person shall not be deemed the
beneficial owner of shares tendered pursuant to a tender or exchange offer made by such person or the affiliates or
associates of any such person until the tendered shares are accepted for purchase or exchange; or

(ii) the right to vote such shares pursuant to any agreement, arrangement or understanding (whether or not in
writing), except that a person shall not be deemed the beneficial owner of any shares under this subparagraph if the
agreement, arrangement or understanding to vote such shares:

(A) arises solely from a revocable proxy or consent given in response to a proxy or consent solicitation made
in accordance with the applicable rules and regulations under the Exchange Act; and

(B) is not then reportable on a Schedule 13D under the Exchange Act, (or any comparable or successor
report); or

(3) that has any agreement, arrangement or understanding (whether or not in writing), for the purpose of
acquiring, holding, voting (except voting pursuant to a revocable proxy or consent as described in paragraph (2)(ii)),
or disposing of such shares with any other person that beneficially owns, or whose affiliates or associates beneficially
own, directly or indirectly, such shares.

“Business combination.” A business combination as defined in section 2554 (relating to business
combination).

“Common shares.” Any shares other than preferred shares.

“Consummation date.” With respect to any business combination, the date of consummation of the business
combination, or, in the case of a business combination as to which a shareholder vote is taken, the later of the
business day prior to the vote or 20 days prior to the date of consummation of such business combination.

“Control,” ’controlling,” “controlled by” or “under common control with.” The possession, directly or
indirectly, of the power to direct or cause the direction of the management and policies of a person, whether through
the ownership of voting shares, by contract, or otherwise. A person’s beneficial ownership of shares entitling that
person to cast at least 10% of the votes that all shareholders would be entitled to cast in an election of directors of the
corporation shall create a presumption that such person has control of the corporation. Notwithstanding the
foregoing, a person shall not be deemed to have control of a corporation if such person holds voting shares, in good
faith and not for the purpose of circumventing this subchapter, as an agent, bank, broker, nominee, custodian or
trustee for one or more beneficial owners who do not individually or as a group have control of the corporation.
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“Interested shareholder.” An interested shareholder as defined in section 2553 (relating to interested
shareholder).

“Market value.” When used in reference to shares or property of any corporation:

(1) In the case of shares, the highest closing sale price during the 30-day period immediately preceding the
date in question of the share on the composite tape for New York Stock Exchange-listed shares, or, if the shares are
not quoted on the composite tape or if the shares are not listed on the exchange, on the principal United States
securities exchange registered under the Exchange Act, on which such shares are listed, or, if the shares are not listed
on any such exchange, the highest closing bid quotation with respect to the share during the 30-day period preceding
the date in question on the National Association of Securities Dealers, Inc., Automated Quotations System or any
system then in use, or if no quotations are available, the fair market value on the date in question of the share as
determined by the board of directors of the corporation in good faith.

(2) In the case of property other than cash or shares, the fair market value of the property on the date in
question as determined by the board of directors of the corporation in good faith.

“Preferred shares.” Any class or series of shares of a corporation which, under the bylaws or articles of the
corporation, is entitled to receive payment of dividends prior to any payment of dividends on some other class or
series of shares, or is entitled in the event of any voluntary liquidation, dissolution or winding up of the corporation
to receive payment or distribution of a preferential amount before any payments or distributions are received by
some other class or series of shares.

“Share acquisition date.” With respect to any person and any registered corporation, the date that such
person first becomes an interested shareholder of such corporation.

“Shares.”

(1) Any shares or similar security, any certificate of interest, any participation in any profit-sharing
agreement, any voting trust certificate, or any certificate of deposit for shares.

(2) Any security convertible, with or without consideration, into shares, or any option right, conversion right
or privilege of buying shares without being bound to do so, or any other security carrying any right to acquire,
subscribe to or purchase shares.

“Subsidiary.” Any corporation as to which any other corporation is the beneficial owner, directly or
indirectly, of shares of the first corporation that would entitle the other corporation to cast in excess of 50% of the
votes that all shareholders would be entitled to cast in the election of directors of the first corporation.

“Voting shares.” Shares of a corporation entitled to vote generally in the election of directors.

(Dec. 19, 1990, P.L.834, No.198, eff. imd.)

1990 Amendment. Act 198 deleted the def. of “Exchange Act.”
Cross References. Section 2552 is referred to in sections 515, 1510, 1715, 1914, 2542, 2543, 2553, 2562,
2571, 2573,2581, 2586, 5510, 5715 of this title.

3. § 2553. Interested shareholder.

(a) General rule.--The term “interested shareholder,” when used in reference to any registered corporation,
means any person (other than the corporation or any subsidiary of the corporation) that:

(1) is the beneficial owner, directly or indirectly, of shares entitling that person to cast at least 20% of the
votes that all shareholders would be entitled to cast in an election of directors of the corporation; or

(2) is an affiliate or associate of such corporation and at any time within the five-year period immediately
prior to the date in question was the beneficial owner, directly or indirectly, of shares entitling that person to cast at
least 20% of the votes that all shareholders would be entitled to cast in an election of directors of the corporation.

(b) Exception.--For the purpose of determining whether a person is an interested shareholder:

(1) the number of votes that would be entitled to be cast in an election of directors of the corporation shall be
calculated by including shares deemed to be beneficially owned by the person through application of the definition of
“beneficial owner” in section 2552 (relating to definitions), but excluding any other unissued shares of such
corporation which may be issuable pursuant to any agreement, arrangement or understanding, or upon exercise of
conversion or option rights, or otherwise; and

(2) there shall be excluded from the beneficial ownership of the interested shareholder any:

(1) shares which have been held continuously by a natural person since January 1, 1983, and which are then
held by that natural person;

(i1) shares which are then held by any natural person or trust, estate, foundation or other similar entity to the
extent such shares were acquired solely by gift, inheritance, bequest, devise or other testamentary distribution or
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series of those transactions, directly or indirectly, from a natural person who had acquired such shares prior to
January 1, 1983; or

(iii) shares which were acquired pursuant to a stock split, stock dividend, reclassification or similar
recapitalization with respect to shares described under this paragraph that have been held continuously since their
issuance by the corporation by the natural person or entity that acquired them from the corporation, or that were
acquired, directly or indirectly, from the natural person or entity, solely pursuant to a transaction or series of
transactions described in subparagraph (ii), and that are then held by a natural person or entity described in
subparagraph (ii).

Cross References. Section 2553 is referred to in sections 1106, 2521, 2552 of this title.

4. § 2554. Business combination.

The term “business combination,” when used in reference to any registered corporation and any interested
shareholder of the corporation, means any of the following:

(1) A merger, consolidation, share exchange or division of the corporation or any subsidiary of the
corporation:

(i) with the interested shareholder; or

(i) with, involving or resulting in any other corporation (whether or not itself an interested shareholder of the
registered corporation) which is, or after the merger, consolidation, share exchange or division would be, an affiliate
or associate of the interested shareholder.

(2) A sale, lease, exchange, mortgage, pledge, transfer or other disposition (in one transaction or a series of
transactions) to or with the interested shareholder or any affiliate or associate of such interested shareholder of assets
of the corporation or any subsidiary of the corporation:

(1) having an aggregate market value equal to 10% or more of the aggregate market value of all the assets,
determined on a consolidated basis, of such corporation;

(i1) having an aggregate market value equal to 10% or more of the aggregate market value of all the
outstanding shares of such corporation; or

(iii) representing 10% or more of the earning power or net income, determined on a consolidated basis, of
such corporation.

(3) The issuance or transfer by the corporation or any subsidiary of the corporation (in one transaction or a
series of transactions) of any shares of such corporation or any subsidiary of such corporation which has an
aggregate market value equal to 5% or more of the aggregate market value of all the outstanding shares of the
corporation to the interested shareholder or any affiliate or associate of such interested shareholder except pursuant
to the exercise of option rights to purchase shares, or pursuant to the conversion of securities having conversion
rights, offered, or a dividend or distribution paid or made, pro rata to all shareholders of the corporation.

(4) The adoption of any plan or proposal for the liquidation or dissolution of the corporation proposed by, or
pursuant to any agreement, arrangement or understanding (whether or not in writing) with, the interested shareholder
or any affiliate or associate of such interested shareholder.

(5) A reclassification of securities (including, without limitation, any split of shares, dividend of shares, or
other distribution of shares in respect of shares, or any reverse split of shares), or recapitalization of the corporation,
or any merger or consolidation of the corporation with any subsidiary of the corporation, or any other transaction
(whether or not with or into or otherwise involving the interested shareholder), proposed by, or pursuant to any
agreement, arrangement or understanding (whether or not in writing) with, the interested shareholder or any affiliate
or associate of the interested shareholder, which has the effect, directly or indirectly, of increasing the proportionate
share of the outstanding shares of any class or series of voting shares or securities convertible into voting shares of
the corporation or any subsidiary of the corporation which is, directly or indirectly, owned by the interested
shareholder or any affiliate or associate of the interested shareholder, except as a result of immaterial changes due to
fractional share adjustments.

(6) The receipt by the interested shareholder or any affiliate or associate of the interested shareholder of the
benefit, directly or indirectly (except proportionately as a shareholder of such corporation), of any loans, advances,
guarantees, pledges or other financial assistance or any tax credits or other tax advantages provided by or through the
corporation.

(Dec. 19, 1990, P.L.834, No.198, eff. imd.)

1990 Amendment. Act 198 amended par. (1).
Cross References. Section 2554 is referred to in section 2552 of this title.
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5. § 2555. Requirements relating to certain business combinations.

Notwithstanding anything to the contrary contained in this subpart (except the provisions of section 2551
(relating to application and effect of subchapter)), a registered corporation shall not engage at any time in any
business combination with any interested shareholder of the corporation other than:

(1) A business combination approved by the board of directors of the corporation prior to the interested
shareholder’s share acquisition date, or where the purchase of shares made by the interested sharcholder on the
interested shareholder’s share acquisition date had been approved by the board of directors of the corporation prior
to the interested shareholder’s share acquisition date.

(2) A business combination approved:

(1) by the affirmative vote of the holders of shares entitling such holders to cast a majority of the votes that all
shareholders would be entitled to cast in an election of directors of the corporation, not including any voting shares
beneficially owned by the interested shareholder or any affiliate or associate of such interested shareholder, at a
meeting called for such purpose no earlier than three months after the interested shareholder became, and if at the
time of the meeting the interested shareholder is, the beneficial owner, directly or indirectly, of shares entitling the
interested shareholder to cast at least 80% of the votes that all shareholders would be entitled to cast in an election of
directors of the corporation, and if the business combination satisfies all the conditions of section 2556 (relating to
certain minimum conditions); or

(i1) by the affirmative vote of all of the holders of all of the outstanding common shares.

(3) A business combination approved by the affirmative vote of the holders of shares entitling such holders to
cast a majority of the votes that all shareholders would be entitled to cast in an election of directors of the
corporation, not including any voting shares beneficially owned by the interested shareholder or any affiliate or
associate of the interested shareholder, at a meeting called for such purpose no earlier than five years after the
interested shareholder’s share acquisition date.

(4) A business combination approved at a shareholders’ meeting called for such purpose no earlier than five
years after the interested sharecholder’s share acquisition date that meets all of the conditions of section 2556.

Cross References. Section 2555 is referred to in sections 2521, 2556 of this title.

6. § 2556. Certain minimum conditions.

A business combination conforming to section 2555(2)(i) or (4) (relating to requirements relating to certain
business combinations) shall meet all of the following conditions:

(1) The aggregate amount of the cash and the market value as of the consummation date of consideration
other than cash to be received per share by holders of outstanding common shares of such registered corporation in
the business combination is at least equal to the higher of the following:

(1) The highest per share price paid by the interested shareholder at a time when the shareholder was the
beneficial owner, directly or indirectly, of shares entitling that person to cast at least 5% of the votes that all
shareholders would be entitled to cast in an election of directors of the corporation, for any common shares of the
same class or series acquired by it:

(A) within the five-year period immediately prior to the announcement date with respect to such business
combination; or

(B) within the five-year period immediately prior to, or in, the transaction in which the interested shareholder
became an interested shareholder;
whichever is higher; plus, in either case, interest compounded annually from the earliest date on which the highest
per-share acquisition price was paid through the consummation date at the rate for one year United States Treasury
obligations from time to time in effect; less the aggregate amount of any cash dividends paid, and the market value of
any dividends paid other than in cash, per common share since such earliest date, up to the amount of the interest.

(i1) The market value per common share on the announcement date with respect to the business combination
or on the interested shareholder’s share acquisition date, whichever is higher; plus interest compounded annually
from such date through the consummation date at the rate for one-year United States Treasury obligations from time
to time in effect; less the aggregate amount of any cash dividends paid, and the market value of any dividends paid
other than in cash, per common share since such date, up to the amount of the interest.

(2) The aggregate amount of the cash and the market value as of the consummation date of consideration
other than cash to be received per share by holders of outstanding shares of any class or series of shares, other than
common shares, of the corporation is at least equal to the highest of the following (whether or not the interested
shareholder has previously acquired any shares of such class or series of shares):

92



Copyright © 2015 Samuel C. Thompson, Jr. All rights reserved.

Pennsylvania Business Corporation Law, Fundamental Changes and Takeovers

(i) The highest per-share price paid by the interested shareholder at a time when the shareholder was the
beneficial owner, directly or indirectly, of shares entitling that person to cast at least 5% of the votes that all
shareholders would be entitled to cast in an election of directors of such corporation, for any shares of such class or
series of shares acquired by it:

(A) within the five-year period immediately prior to the announcement date with respect to the business
combination; or

(B) within the five-year period immediately prior to, or in, the transaction in which the interested shareholder
became an interested shareholder;
whichever is higher; plus, in either case, interest compounded annually from the earliest date on which the highest
per-share acquisition price was paid through the consummation date at the rate for one-year United States Treasury
obligations from time to time in effect; less the aggregate amount of any cash dividends paid, and the market value of
any dividends paid other than in cash, per share of such class or series of shares since such earliest date, up to the
amount of the interest.

(i) The highest preferential amount per share to which the holders of shares of such class or series of shares
are entitled in the event of any voluntary liquidation, dissolution or winding up of the corporation, plus the aggregate
amount of any dividends declared or due as to which such holders are entitled prior to payment of dividends on some
other class or series of shares (unless the aggregate amount of the dividends is included in such preferential amount).

(iii) The market value per share of such class or series of shares on the announcement date with respect to the
business combination or on the interested shareholder’s share acquisition date, whichever is higher; plus interest
compounded annually from such date through the consummation date at the rate for one-year United States Treasury
obligations from time to time in effect; less the aggregate amount of any cash dividends paid and the market value of
any dividends paid other than in cash, per share of such class or series of shares since such date, up to the amount of
the interest.

(3) The consideration to be received by holders of a particular class or series of outstanding shares (including
common shares) of the corporation in the business combination is in cash or in the same form as the interested
shareholder has used to acquire the largest number of shares of such class or series of shares previously acquired by
it, and the consideration shall be distributed promptly.

(4) The holders of all outstanding shares of the corporation not beneficially owned by the interested
shareholder immediately prior to the consummation of the business combination are entitled to receive in the
business combination cash or other consideration for such shares in compliance with paragraphs (1), (2) and (3).

(5) After the interested shareholder’s share acquisition date and prior to the consummation date with respect
to the business combination, the interested shareholder has not become the beneficial owner of any additional voting
shares of such corporation except:

(i) as part of the transaction which resulted in such interested shareholder becoming an interested
shareholder;

(i1) by virtue of proportionate splits of shares, share dividends or other distributions of shares in respect of
shares not constituting a business combination as defined in this subchapter;

(iii) through a business combination meeting all of the conditions of section 2555(1), (2), (3) or (4);

(iv) through purchase by the interested shareholder at any price which, if the price had been paid in an
otherwise permissible business combination the announcement date and consummation date of which were the date
of such purchase, would have satisfied the requirements of paragraphs (1), (2) and (3); or

(v) through purchase required by and pursuant to the provisions of, and at no less than the fair value
(including interest to the date of payment) as determined by a court-appointed appraiser under section 2547 (relating
to valuation procedures) or, if such fair value was not then so determined, then at a price that would satisfy the
conditions in subparagraph (iv).

Cross References. Section 2556 is referred to in section 2555 of this title.

Control-Share Acquisitions (Subchapter G, §§ 2561 — 2568):

1. §2561. Application and effect of subchapter.

(a) General rule. -- Except as otherwise provided in this section, this subchapter shall apply to every registered
corporation.
(b) Exceptions. -- This subchapter shall not apply to any control-share acquisition:
(1) Ofaregistered corporation described in section 2502(1)(ii) or (2) (relating to registered
corporation status).
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(2) Of a corporation:
(i) the bylaws of which explicitly provide that this subchapter shall not be applicable to the
corporation by amendment adopted by the board of directors on or before July 26, 1990, in the
case of a corporation:
(A) which on April 27, 1990, was a registered corporation described in section
2502(1)(i); and
(B) did not on that date have outstanding one or more classes or series of preference
shares entitled, upon the occurrence of a default in the payment of dividends or
another similar contingency, to elect a majority of the members of the board of
directors (a bylaw adopted on or before July 26, 1990, by a corporation excluded
from the scope of this subparagraph by this clause shall be ineffective unless ratified
under subparagraph (ii));
(i) the bylaws of which explicitly provide that this subchapter shall not be applicable to the
corporation by amendment ratified by the board of directors on or after December 19, 1990,
and on or before March 19, 1991, in the case of a corporation:
(A) which on April 27, 1990, was a registered corporation described in section
2502(1)(i);
(B) which on that date had outstanding one or more classes or series of preference
shares entitled, upon the occurrence of a default in the payment of dividends or
another similar contingency, to elect a majority of the members of the board of
directors; and
(C) the bylaws of which on that date contained a provision described in
subparagraph (i); or
(iii) in any other case, the articles of which explicitly provide that this subchapter shall not be
applicable to the corporation by a provision included in the original articles, or by an articles
amendment adopted at any time while it is a corporation other than a registered corporation
described in section 2502(1)(i) or on or before 90 days after the corporation first becomes a
registered corporation described in section 2502(1)(i).
(3) Consummated before October 17, 1989.
(4) Consummated pursuant to contractual rights or obligations existing before:
(i) October 17, 1989, in the case of a corporation which was a registered corporation
described in section 2502(1)(i) on that date; or
(i) in any other case, the date this subchapter becomes applicable to the corporation.
(5) Consummated:
(i) Pursuant to a gift, devise, bequest or otherwise through the laws of inheritance or descent.
(i) By a settlor to a trustee under the terms of a family, testamentary or charitable trust.
(iii) By a trustee to a trust beneficiary or a trustee to a successor trustee under the terms of, or
the addition, withdrawal or demise of a beneficiary or beneficiaries of, a family, testamentary
or charitable trust.
(iv) Pursuant to the appointment of a guardian or custodian.
(v) Pursuant to a transfer from one spouse to another by reason of separation or divorce or
pursuant to community property laws or other similar laws of any jurisdiction.
(vi) Pursuant to the satisfaction of a pledge or other security interest created in good faith and
not for the purpose of circumventing this subchapter.
(vii) Pursuant to a merger, consolidation or plan of share exchange effected in compliance
with the provisions of this chapter if the corporation is a party to the agreement of merger,
consolidation or plan of share exchange.
(viii) Pursuant to a transfer from a person who beneficially owns voting shares of the
corporation that would entitle the holder thereof to cast at least 20% of the votes that all
shareholders would be entitled to cast in an election of directors of the corporation and who
acquired beneficial ownership of such shares prior to October 17, 1989.
(ix) By the corporation or any of its subsidiaries.
(x) By any savings, stock ownership, stock option or other benefit plan of the corporation or
any of its subsidiaries, or by any fiduciary with respect to any such plan when acting in such
capacity.
(xi) By a person engaged in business as an underwriter of securities who acquires the shares
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directly from the corporation or an affiliate or associate of the corporation through his
participation in good faith in a firm commitment underwriting registered under the Securities
Act of 1933.
(xii) Or commenced by a person who first became an acquiring person:
(A) after April 27, 1990; and
(I) at a time when this subchapter was or is not applicable to the
corporation; or
(IT) on or before ten business days after the first public announcement by
the corporation that this subchapter is applicable to the corporation, if this
subchapter was not applicable to the corporation on July 27, 1990.
(¢) Effect of distributions. -- For purposes of this subchapter, voting shares of a corporation acquired by a
holder as a result of a stock split, stock dividend or other similar distribution by a corporation of voting shares
issued by the corporation and not involving a sale of such voting shares shall be deemed to have been acquired
by the holder in the same transaction (at the same time, in the same manner and from the same person) in which
the holder acquired the shares with respect to which such voting shares were subsequently distributed by the
corporation.
(d) Status of certain shares and effect of formation of group on status.
(1) No share over which voting power, or of which beneficial ownership, was or is acquired by the
acquiring person in or in connection with a control-share acquisition described in subsection (b) shall
be deemed to be a control share.
(2) In the case of affiliate, disinterested or existing shares, the acquisition of a beneficial ownership
interest in a voting share by a group shall not, by itself, affect the status of an affiliate, disinterested or
existing share, as such, if and so long as the person who had beneficial ownership of the share
immediately prior to the acquisition of the beneficial ownership interest in the share by the group (or a
direct or indirect transferee from the person to the extent such shares were acquired by the transferee
solely pursuant to a transfer or series of transfers under subsection (b)(5)(i) through (vi)):
(i) is a participant in the group; and
(ii) continues to have at least the same voting and dispositive power over the share as the
person had immediately prior to the acquisition of the beneficial ownership interest in the
share by the group.
(3) Voting shares which are beneficially owned by a person described in paragraph (1), (2) or (3) of
the definition of “affiliate shares” in section 2562 (relating to definitions) shall continue to be deemed
affiliate shares, notwithstanding paragraph (2) of this subsection or the fact that such shares are also
beneficially owned by a group.
(4) No share of a corporation over which voting power, or of which beneficial ownership, was or is
acquired by the acquiring person after April 27, 1990, at a time when this subchapter was or is not
applicable to the corporation shall be deemed to be a control share.
(e) Application of duties. -- The duty of the board of directors, committees of the board and individual directors
under section 2565 (relating to procedure for establishing voting rights of control shares) is solely to the
corporation and may be enforced directly by the corporation or may be enforced by a shareholder, as such, by an
action in the right of the corporation, and may not be enforced directly by a shareholder or by any other person
or group.

2. §2562. Definitions.

The following words and phrases when used in this subchapter shall have the meanings given to them in this

section unless the context clearly indicates otherwise:
“Acquiring person.” --A person who makes or proposes to make a control-share acquisition. Two or
more persons acting in concert, whether or not pursuant to an express agreement, arrangement,
relationship or understanding, including as a partnership, limited partnership, syndicate, or through any
means of affiliation whether or not formally organized, for the purpose of acquiring, holding, voting or
disposing of shares of a registered corporation, shall also constitute a person for the purposes of this
subchapter. A person, together with its affiliates and associates, shall constitute a person for the
purposes of this subchapter.

“Affiliate,” “associate” and “beneficial owner.” --The terms shall have the meanings specified in section 2552

(relating to definitions). The corporation may adopt reasonable provisions to evidence beneficial ownership,

specifically including requirements that holders of voting shares of the corporation provide verified statements
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evidencing beneficial ownership and attesting to the date of acquisition thereof.
“Affiliate shares.” --All voting shares of a corporation beneficially owned by:
(1) an acquiring person;
(2) executive officers or directors who are also officers (including executive officers); or
(3) employee stock plans in which employee participants do not have, under the terms of the plan, the
right to direct confidentially the manner in which shares held by the plan for the benefit of the
employee will be voted in connection with the consideration of the voting rights to be accorded control
shares.
The term does not include existing shares beneficially owned by executive officers or directors who are also
officers (including executive officers) if the shares are shares described in paragraph (2) of the definition of
“existing shares” that were beneficially owned continuously by the same person or entity described in such
paragraph since January 1, 1988, or are shares described in paragraph (3) of that definition that were acquired
with respect to such existing shares.
“Control.” --The term shall have the meaning specified in section 2573 (relating to definitions).
“Control-share acquisition.” --An acquisition, directly or indirectly, by any person of voting power over voting
shares of a corporation that, but for this subchapter, would, when added to all voting power of the person over
other voting shares of the corporation (exclusive of voting power of the person with respect to existing shares of
the corporation), entitle the person to cast or direct the casting of such a percentage of the votes for the first time
with respect to any of the following ranges that all shareholders would be entitled to cast in an election of
directors of the corporation:
(1) at least 20% but less than 33 1/3%;
(2) atleast 33 1/3% but less than 50%; or
(3) 50% or more.
“Control shares.” --Those voting shares of a corporation that, upon acquisition of voting power over such
shares by an acquiring person, would result in a control-share acquisition. Voting shares beneficially owned by
an acquiring person shall also be deemed to be control shares where such beneficial ownership was acquired by
the acquiring person:
(1) within 180 days of the day the person makes a control-share acquisition; or
(2) with the intention of making a control-share acquisition.
“Disinterested shares.” --All voting shares of a corporation that are not affiliate shares and that were
beneficially owned by the same holder (or a direct or indirect transferee from the holder to the extent such shares
were acquired by the transferee solely pursuant to a transfer or series of transfers under section 2561(b)(5)(i)
through (vi) (relating to application and effect of subchapter)) continuously during the period from:
(1) the last to occur of the following dates:
(i) 12 months preceding the record date described in paragraph (2);
(i) five business days prior to the date on which there is first publicly disclosed or caused to
be disclosed information that there is a person (including the acquiring person) who intends to
engage or may seek to engage in a control-share acquisition or that there is a person (including
the acquiring person) who has acquired shares as part of, or with the intent of making, a
control-share acquisition, as determined by the board of directors of the corporation in good
faith considering all the evidence that the board deems to be relevant to such determination,
including, without limitation, media reports, share trading volume and changes in share prices;
or
(A) October 17, 1989, in the case of a corporation which was a registered
corporation on that date; or
(B) in any other case, the date this subchapter becomes applicable to the corporation;
through
(2) the record date established pursuant to section 2565(c) (relating to notice and record date).
“Executive officer.” --When used with reference to a corporation, the president, any vice-president in charge of
a principal business unit, division or function (such as sales, administration or finance), any other officer who
performs a policymaking function or any other person who performs similar policymaking functions. Executive
officers of subsidiaries shall be deemed executive officers of the corporation if they perform such policymaking
functions for the corporation.
“Existing shares.”
(1) Voting shares which have been beneficially owned continuously by the same natural
person since January 1, 1988.
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(2) Voting shares which are beneficially owned by any natural person or trust, estate,
foundation or other similar entity to the extent the voting shares were acquired solely by gift,
inheritance, bequest, devise or other testamentary distribution or series of these transactions,
directly or indirectly, from a natural person who had beneficially owned the voting shares
prior to January 1, 1988.
(3) Voting shares which were acquired pursuant to a stock split, stock dividend, or other
similar distribution described in section 2561(c) (relating to effect of distributions) with
respect to existing shares that have been beneficially owned continuously since their issuance
by the corporation by the natural person or entity that acquired them from the corporation or
that were acquired, directly or indirectly, from such natural person or entity, solely pursuant to
a transaction or series of transactions described in paragraph (2), and that are held at such time
by a natural person or entity described in paragraph (2).
“Proxy.” --Includes any proxy, consent or authorization.
“Proxy solicitation” or “solicitation of proxies.” --Includes any solicitation of a proxy, including a solicitation
of a revocable proxy of the nature and under the circumstances described in section 2563(b)(3) (relating to
acquiring person safe harbor).
“Publicly disclosed or caused to be disclosed.” --Includes, but is not limited to, any disclosure (whether or not
required by law) that becomes public made by a person:
(1) with the intent or expectation that such disclosure become public; or
(2) to another where the disclosing person knows, or reasonably should have known, that the receiving
person was not under an obligation to refrain from making such disclosure, directly or indirectly, to the
public and such receiving person does make such disclosure, directly or indirectly, to the public.
“Voting shares.” --The term shall have the meaning specified in section 2552 (relating to definitions).

3. § 2563. Acquiring person safe harbor.

(a) Nonparticipant. -- For the purposes of this subchapter, a person shall not be deemed an acquiring person,
absent significant other activities indicating that a person should be deemed an acquiring person, by reason of
voting or giving a proxy or consent as a shareholder of the corporation if the person is one who:
(1) did not acquire any voting shares of the corporation with the purpose of changing or influencing
control of the corporation, seeking to acquire control of the corporation or influencing the outcome of a
vote of shareholders under section 2564 (relating to voting rights of shares acquired in a control-share
acquisition) or in connection with or as a participant in any agreement, arrangement, relationship,
understanding or otherwise having any such purpose;
(2) if the control-share acquisition were consummated, would not be a person that has control over the
corporation and will not receive, directly or indirectly, any consideration from a person that has control
over the corporation other than consideration offered proportionately to all holders of voting shares of
the corporation; and
(3) if a proxy or consent is given, executes a revocable proxy or consent given without consideration in
response to a proxy or consent solicitation made in accordance with the applicable rules and regulations
under the Exchange Act under circumstances not then reportable on Schedule 13d under the Exchange
Act (or any comparable or successor report) by the person who gave the proxy or consent.
(b) Certain holders. -- For the purpose of this subchapter, a person shall not be deemed an acquiring person if
such person holds voting power within any of the ranges specified in the definition of “control-share
acquisition”:
(1) in good faith and not for the purpose of circumventing this subchapter, as an agent, bank, broker,
nominee or trustee for one or more beneficial owners who do not individually or, if they are a group
acting in concert, as a group have the voting power specified in any of the ranges in the definition of
“control-share acquisition”;
(2) in connection with the solicitation of proxies or consents by or on behalf of the corporation in
connection with shareholder meetings or actions of the corporation;
(3) as aresult of the solicitation of revocable proxies or consents with respect to voting shares if such
proxies or consents both:
(i) are given without consideration in response to a proxy or consent solicitation made in
accordance with the applicable rules and regulations under the Exchange Act; and
(ii) do not empower the holder thereof, whether or not this power is shared with any other
person, to vote such shares except on the specific matters described in such proxy or consent
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and in accordance with the instructions of the giver of such proxy or consent; or
(4) to the extent of voting power arising from a contingent right of the holders of one or more classes
or series of preference shares to elect one or more members of the board of directors upon or during the
continuation of a default in the payment of dividends on such shares or another similar contingency.

4. § 2564. Voting rights of shares acquired in a control-share acquisition.

(a) General rule. -- Control shares shall not have any voting rights unless a resolution approved by a vote of
shareholders of the registered corporation at an annual or special meeting of shareholders pursuant to this
subchapter restores to the control shares the same voting rights as other shares of the same class or series with
respect to elections of directors and all other matters coming before the shareholders. Any such resolution may
be approved only by the affirmative vote of the holders of a majority of the voting power entitled to vote in two
separate votes as follows:

(1) all the disinterested shares of the corporation; and

(2) all voting shares of the corporation.
(b) Lapse of voting rights. -- Voting rights accorded by approval of a resolution of shareholders shall lapse and
be lost if any proposed control-share acquisition which is the subject of the shareholder approval is not
consummated within 90 days after shareholder approval is obtained.
(¢) Restoration of voting rights. -- Any control shares that do not have voting rights accorded to them by
approval of a resolution of shareholders as provided by subsection (a) or the voting rights of which lapse
pursuant to subsection (b) shall regain such voting rights on transfer to a person other than the acquiring person
or any affiliate or associate of the acquiring person (or direct or indirect transferee from the acquiring person or
such affiliate or associate solely pursuant to a transfer or series of transfers under section 2561(b)(5)(i) through
(vi) (relating to application and effect of subchapter)) unless such shares shall constitute control shares of the
other person, in which case the voting rights of those shares shall again be subject to this subchapter.

5. § 2565. Procedure for establishing voting rights of control shares.

(a) Special meeting. -- A special meeting of the sharcholders of a registered corporation shall be called by the
board of directors of the corporation for the purpose of considering the voting rights to be accorded to the
control shares if an acquiring person:

(1) files an information statement fully conforming to section 2566 (relating to information statement

of acquiring person);

(2) makes a request in writing for a special meeting of the shareholders at the time of delivery of the

information statement;

(3) makes a control-share acquisition or a bona fide written offer to make a control-share acquisition;

and

(4) gives a written undertaking at the time of delivery of the information statement to pay or reimburse

the corporation for the expenses of a special meeting of the sharecholders.
The special meeting requested by the acquiring person shall be held on the date set by the board of directors of
the corporation, but in no event later than 50 days after the receipt of the information statement by the
corporation, unless the corporation and the acquiring person mutually agree to a later date. If the acquiring
person so requests in writing at the time of delivery of the information statement to the corporation, the special
meeting shall not be held sooner than 30 days after receipt by the corporation of the complete information
statement.
(b) Special meeting not requested. -- 1 the acquiring person complies with subsection (a)(1) and (3), but no
request for a special meeting is made or no written undertaking to pay or reimburse the expenses of the meeting
is given, the issue of the voting rights to be accorded to control shares shall be submitted to the shareholders at
the next annual or special meeting of the shareholders of which notice had not been given prior to the receipt of
such information statement, unless the matter of the voting rights becomes moot.
(¢) Notice and record date. -- The notice of any annual or special meeting at which the issue of the voting
rights to be accorded the control shares shall be submitted to shareholders shall be given at least ten days prior
to the date named for the meeting and shall be accompanied by:

(1) A copy of the information statement of the acquiring person.

(2) A copy of any amendment of such information statement previously delivered to the corporation at

least seven days prior to the date on which such notice is given.

(3) A statement disclosing whether the board of directors of the corporation recommends approval of,
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expresses no opinion and remains neutral toward, recommends rejection of, or is unable to take a
position with respect to according voting rights to control shares. In determining the position that it
shall take with respect to according voting rights to control shares, including to express no opinion and
remain neutral or to be unable to take a position with respect to such issue, the board of directors shall
specifically consider, in addition to any other factors it deems appropriate, the effect of according
voting rights to control shares upon the interests of employees and of communities in which offices or
other establishments of the corporation are located.
(4) Any other matter required by this subchapter to be incorporated into or to accompany the notice of
meeting of shareholders or that the corporation elects to include with such notice.
Only shareholders of record on the date determined by the board of directors in accordance with the provisions
of section 1763 (relating to determination of shareholders of record) shall be entitled to notice of and to vote at
the meeting to consider the voting rights to be accorded to control shares.
(d) Special meeting or submission of issue at annual or special meeting not required.-- Notwithstanding
subsections (a) and (b), the corporation is not required to call a special meeting of shareholders or otherwise
present the issue of the voting rights to be accorded to the control shares at any annual or special meeting of
shareholders unless:
(1) the acquiring person delivers to the corporation a complete information statement pursuant to
section 2566; and
(2) at the time of delivery of such information statement, the acquiring person has:
(i) entered into a definitive financing agreement or agreements (which shall not include best
efforts, highly confident or similar undertakings but which may have the usual and customary
conditions, including conditions requiring that the control-share acquisition be consummated
and that the control shares be accorded voting rights) with one or more financial institutions or
other persons having the necessary financial capacity as determined by the board of directors
of the corporation in good faith to provide for any amounts of financing of the control-share
acquisition not to be provided by the acquiring person; and
(i) delivered a copy of such agreements to the corporation.

6. § 2566. Information statement of acquiring person.

(a) Delivery of information statement. -- An acquiring person may deliver to the registered corporation at its
principal executive office an information statement which shall contain all of the following:
(1) The identity of the acquiring person and the identity of each affiliate and associate of the acquiring
person.
(2) A statement that the information statement is being provided under this section.
(3) The number and class or series of voting shares and of any other security of the corporation
beneficially owned, directly or indirectly, prior to the control-share acquisition and at the time of the
filing of this statement by the acquiring person.
(4) The number and class or series of voting shares of the corporation acquired or proposed to be
acquired pursuant to the control-share acquisition by the acquiring person and specification of the
following ranges of votes that the acquiring person could cast or direct the casting of relative to all the
votes that would be entitled to be cast in an election of directors of the corporation that the acquiring
person in good faith believes would result from consummation of the control-share acquisition:
(i) At least 20% but less than 33 1/3%.
(ii) At least 33 1/3% but less than 50%.
(iii) 50% or more.
(5) The terms of the control-share acquisition or proposed control-share acquisition, including:
(i) The source of moneys or other consideration and the material terms of the financial
arrangements for the control-share acquisition and the plans of the acquiring person for
meeting its debt-service and repayment obligations with respect to any such financing.
(ii) A statement identifying any pension fund of the acquiring person or of the corporation
which is a source or proposed source of money or other consideration for the control-share
acquisition, proposed control-share acquisition or the acquisition of any control shares and the
amount of such money or other consideration which has been or is proposed to be used,
directly or indirectly, in the financing of such acquisition.
(6) Plans or proposals of the acquiring person with regard to the corporation, including plans or
proposals under consideration to:
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(i) Enter into a business combination or combinations involving the corporation.
(ii) Liquidate or dissolve the corporation.
(iii) Permanently or temporarily shut down any plant, facility or establishment, or substantial
part thereof, of the corporation, or sell any such plant, facility or establishment, or substantial
part thereof, to any other person.
(iv) Otherwise sell all or a material part of the assets of, or merge, consolidate, divide or
exchange the shares of the corporation to or with any other person.
(v) Transfer a material portion of the work, operations or business activities of any plant,
facility or establishment of the corporation to a different location or to a plant, facility or
establishment owned, as of the date the information statement is delivered, by any other
person.
(vi) Change materially the management or policies of employment of the corporation or the
policies of the corporation with respect to labor relations matters, including, but not limited to,
the recognition of or negotiations with any labor organization representing employees of the
corporation and the administration of collective bargaining agreements between the
corporation and any such organization.
(vii) Change materially the charitable or community involvement or contributions or policies,
programs or practices relating thereto of the corporation.
(viii) Change materially the relationship with suppliers or customers of, or the communities in
which there are operations of, the corporation.
(ix) Make any other material change in the business, corporate structure, management or
personnel of the corporation.
(7) The funding or other provisions the acquiring person intends to make with respect to all retiree
insurance and employee benefit plan obligations.
(8) Any other facts that would be substantially likely to affect the decision of a shareholder with
respect to voting on the control-share acquisition pursuant to section 2564 (relating to voting rights of
shares acquired in a control-share acquisition).
(b) Amendment of information statement. -- If any material change occurs in the facts set forth in the
information statement, including any material increase or decrease in the number of voting shares of the
corporation acquired or proposed to be acquired by the acquiring person, the acquiring person shall promptly
deliver, to the corporation at its principal executive office, an amendment to the information statement fully
explaining such material change.

7. § 2567. Redemption.

Unless prohibited by the terms of the articles of a registered corporation in effect before a control-share
acquisition has occurred, the corporation may redeem all control shares from the acquiring person at the average
of the high and low sales price of shares of the same class and series as such prices are specified on a national
securities exchange, national quotation system or similar quotation listing service on the date the corporation
provides notice to the acquiring person of the call for redemption:
(1) at any time within 24 months after the date on which the acquiring person consummates a control-
share acquisition, if the acquiring person does not, within 30 days after consummation of the control-
share acquisition, properly request that the issue of voting rights to be accorded control shares be
presented to the shareholders under section 2565(a) or (b) (relating to procedure for establishing voting
rights of control shares); and
(2) at any time within 24 months after the issue of voting rights to be accorded such shares is submitted
to the shareholders pursuant to section 2565(a) or (b); and
(i) such voting rights are not accorded pursuant to section 2564(a) (relating to voting rights of
shares acquired in control-share acquisition); or
(ii) such voting rights are accorded and subsequently lapse pursuant to section 2564(b)
(relating to lapse of voting rights).

8. §2568. Board determinations.

All determinations made by the board of directors of the registered corporation under this subchapter shall be
presumed to be correct unless shown by clear and convincing evidence that the determination was not made by the
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directors in good faith after reasonable investigation or was clearly erroneous.

Disgorgement by Certain Controlling Shareholders Following Attempts to
Acquire Control (Subchapter 25H, §§ 2571-2576):

1. § 2571. Application and effect of subchapter.

(a) General rule. -- Except as otherwise provided in this section, this subchapter shall apply to every registered

corporation.

(b) Exceptions. -- This subchapter shall not apply to any transfer of an equity security:
(1) Of aregistered corporation described in section 2502(1)(ii) or (2) (relating to registered
corporation status).
(2) Of a corporation:

(i) the bylaws of which explicitly provide that this subchapter shall not be applicable to the
corporation by amendment adopted by the board of directors on or before July 26, 1990, in the
case of a corporation:
(A) which on April 27, 1990, was a registered corporation described in section
2502(1)(1); and
(B) did not on that date have outstanding one or more classes or series of preference
shares entitled, upon the occurrence of a default in the payment of dividends or
another similar contingency, to elect a majority of the members of the board of
directors (a bylaw adopted on or before July 26, 1990, by a corporation excluded
from the scope of this subparagraph by this clause shall be ineffective unless ratified
under subparagraph (ii));
(i) the bylaws of which explicitly provide that this subchapter shall not be applicable to the
corporation by amendment ratified by the board of directors on or after December 19, 1990,
and on or before March 19, 1991, in the case of a corporation:
(A) which on April 27, 1990, was a registered corporation described in section
2502(1)(i);
(B) which on that date had outstanding one or more classes or series of preference
shares entitled, upon the occurrence of a default in the payment of dividends or
another similar contingency, to elect a majority of the members of the board of
directors; and
(C) the bylaws of which on that date contained a provision described in
subparagraph (i); or
(iii) in any other case, the articles of which explicitly provide that this subchapter shall not be
applicable to the corporation by a provision included in the original articles, or by an articles
amendment adopted at any time while it is a corporation other than a registered corporation
described in section 2502(1)(i) or on or before 90 days after the corporation first becomes a
registered corporation described in section 2502(1)(i).

(3) Consummated before October 17, 1989, if both the acquisition and disposition of such equity
security were consummated before October 17, 1989.
(4) Consummated by a person or group who first became a controlling person or group prior to:

(i) October 17, 1989, if such person or group does not after such date commence a tender or
exchange offer for or proxy solicitation with respect to voting shares of the corporation, in the
case of a corporation which was a registered corporation described in section 2502(1)(i) on
that date; or

(i) in any other case, the date this subchapter becomes applicable to the corporation.

(5) Constituting:

(i) In the case of a person or group that, as of October 17, 1989, beneficially owned shares
entitling the person or group to cast at least 20% of the votes that all shareholders would be
entitled to cast in an election of directors of the corporation:
(A) The disposition of equity securities of the corporation by the person or group.
(B) Subsequent dispositions of any or all equity securities of the corporation
disposed of by the person or group where such subsequent dispositions are effected
by the direct purchaser of the securities from the person or group if, as a result of the
acquisition by the purchaser of the securities disposed of by the person or group, the
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purchaser, immediately following the acquisition, is entitled to cast at least 20% of
the votes that all shareholders would be entitled to cast in an election of directors of
the corporation.
(i) The transfer of the beneficial ownership of the equity security by:
(A) Gift, devise, bequest or otherwise through the laws of inheritance or descent.
(B) A settlor to a trustee under the terms of a family, testamentary or charitable trust.
(C) A trustee to a trust beneficiary or a trustee to a successor trustee under the terms
of a family, testamentary or charitable trust.
(iii) The addition, withdrawal or demise of a beneficiary or beneficiaries of a family,
testamentary or charitable trust.
(iv) The appointment of a guardian or custodian with respect to the equity security.
(v) The transfer of the beneficial ownership of the equity security from one spouse to another
by reason of separation or divorce or pursuant to community property laws or other similar
laws of any jurisdiction.
(vi) The transfer of record or the transfer of a beneficial interest or interests in the equity
security where the circumstances surrounding the transfer clearly demonstrate that no material
change in beneficial ownership has occurred.
(6) Consummated by:
(i) The corporation or any of its subsidiaries.
(i) Any savings, stock ownership, stock option or other benefit plan of the corporation or any
of its subsidiaries, or any fiduciary with respect to any such plan when acting in such capacity,
or by any participant in any such plan with respect to any equity security acquired pursuant to
any such plan or any equity security acquired as a result of the exercise or conversion of any
equity security (specifically including any options, warrants or rights) issued to such
participant by the corporation pursuant to any such plan.
(iii) A person engaged in business as an underwriter of securities who acquires the equity
securities directly from the corporation or an affiliate or associate, as defined in section 2552
(relating to definitions), of the corporation through his participation in good faith in a firm
commitment underwriting registered under the Securities Act of 1933.
(i) Where the acquisition of the equity security has been approved by a resolution
adopted prior to the acquisition of the equity security; or
(i) where the disposition of the equity security has been approved by a resolution
adopted prior to the disposition of the equity security if the equity security at the time
of the adoption of the resolution is beneficially owned by a person or group that is or
was a controlling person or group with respect to the corporation and is in control of
the corporation if:
the resolution in either subparagraph (i) or (ii) is approved by the board of directors and ratified by the
affirmative vote of the shareholders entitled to cast at least a majority of the votes which all shareholders are
entitled to cast thereon and identifies the specific person or group that proposes such acquisition or disposition,
the specific purpose of such acquisition or disposition and the specific number of equity securities that are
proposed to be acquired or disposed of by such person or group.
(8) Acquired at any time by a person or group who first became a controlling person or group:
(i) after April 27, 1990; and
(A) at a time when this subchapter was or is not applicable to the corporation; or
(B) on or before ten business days after the first public announcement by the
corporation that this subchapter is applicable to the corporation, if this subchapter
was not applicable to the corporation on July 27, 1990.
(¢) Effect of distributions. -- For purposes of this subchapter, equity securities acquired by a holder as a result
of a stock split, stock dividend or other similar distribution by a corporation of equity securities issued by the
corporation not involving a sale of the securities shall be deemed to have been acquired by the holder in the
same transaction (at the same time, in the same manner and from the same person) in which the holder acquired
the existing equity security with respect to which the equity securities were subsequently distributed by the
corporation.
(d) Formation of group. -- For the purposes of this subchapter, if there is no change in the beneficial ownership
of an equity security held by a person, then the formation of or participation in a group involving the person
shall not be deemed to constitute an acquisition of the beneficial ownership of such equity security by the group.
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2. § 2572. Policy and purpose.

(a) General rule. -- The purpose of this subchapter is to protect certain registered corporations and legitimate
interests of various groups related to such corporations from certain manipulative and coercive actions.
Specifically, this subchapter seeks to:

(1) Protect registered corporations from being exposed to and paying “greenmail.”

(2) Promote a stable relationship among the various parties involved in registered corporations,

including the public whose confidence in the future of a corporation tends to be undermined when a

corporation is put “in play.”

(3) Ensure that speculators who put registered corporations “in play” do not misappropriate corporate

values for themselves at the expense of the corporation and groups affected by corporate actions.

(4) Discourage such speculators from putting registered corporations “in play” through any means,

including, but not limited to, offering to purchase at least 20% of the voting shares of the corporation or

threatening to wage or waging a proxy contest in connection with or as a means toward or part of a plan

to acquire control of the corporation, with the effect of reaping short-term speculative profits.
Moreover, this subchapter recognizes the right and obligation of the Commonwealth to regulate and protect the
corporations it creates from abuses resulting from the application of its own laws affecting generally corporate
governance and particularly director obligations, mergers and related matters. Such laws, and the obligations
imposed on directors or others thereunder, should not be the vehicles by which registered corporations are
manipulated in certain instances for the purpose of obtaining short-term profits.
(b) Limitations. -- The purpose of this subchapter is not to affect legitimate shareholder activity that does not
involve putting a corporation “in play” or involve seeking to acquire control of the corporation. Specifically, the
purpose of this subchapter is not to:

(1) curtail proxy contests on matters properly submitted for shareholder action under applicable State

or other law, including, but not limited to, certain elections of directors, corporate governance matters

such as cumulative voting or staggered boards, or other corporate matters such as environmental issues

or conducting business in a particular country if, in any such instance, such proxy contest is not utilized

in connection with or as a means toward or part of a plan to put the corporation “in play” or to seek to

acquire control of the corporation; or

(2) affect the solicitation of proxies or consents by or on behalf of the corporation in connection with

shareholder meetings or actions of the corporation.

3. § 2573. Definitions.

The following words and phrases when used in this subchapter shall have the meanings given to them in this
section unless the context clearly indicates otherwise:
“Beneficial owner.” --The term shall have the meaning specified in section 2552 (relating to
definitions).
“Control.” --The power, whether or not exercised, to direct or cause the direction of the management
and policies of a person, whether through the ownership of voting shares, by contract or otherwise.
“Controlling person or group.”
(i) A person or group who has acquired, offered to acquire or, directly or indirectly, publicly
disclosed or caused to be disclosed (other than for the purpose of circumventing the intent of
this subchapter) the intention of acquiring voting power over voting shares of a registered
corporation that would entitle the holder thereof to cast at least 20% of the votes that all
shareholders would be entitled to cast in an election of directors of the corporation; or
(ii) a person or group who has otherwise, directly or indirectly, publicly disclosed or caused
to be disclosed (other than for the purpose of circumventing the intent of this subchapter) that
it may seek to acquire control of a corporation through any means.
(2) Two or more persons acting in concert, whether or not pursuant to an express
agreement, arrangement, relationship or understanding, including as a partnership,
limited partnership, syndicate, or through any means of affiliation whether or not
formally organized, for the purpose of acquiring, holding, voting or disposing of
equity securities of a corporation shall be deemed a group for purposes of this
subchapter. Notwithstanding any other provision of this subchapter to the contrary
and regardless of whether a group has been deemed to acquire beneficial ownership
of an equity security under this subchapter, each person who participates in a group,
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where such group is a controlling person or group as defined in this subchapter, shall
also be deemed to be a controlling person or group for the purposes of this
subchapter, and a direct or indirect transferee solely pursuant to a transfer or series of
transfers under section 2571(b)(5)(ii) through (vi) (relating to application and effect
of subchapter) of an equity security acquired from any person or group that is or
becomes a controlling person or group, shall be deemed, with respect to such equity
security, to be acting in concert with the controlling person or group, and shall be
deemed to have acquired such equity security in the same transaction (at the same
time, in the same manner and from the same person) as its acquisition by the
controlling person or group.
“Equity security.” --Any security, including all shares, stock or similar security, and any security convertible
into (with or without additional consideration) or exercisable for any such shares, stock or similar security, or
carrying any warrant, right or option to subscribe to or purchase such shares, stock or similar security or any
such warrant, right, option or similar instrument.
“Profit.” --The positive value, if any, of the difference between:
(1) the consideration received from the disposition of equity securities less only the usual and
customary broker’s commissions actually paid in connection with such disposition; and
(2) the consideration actually paid for the acquisition of such equity securities plus only the usual and
customary broker’s commissions actually paid in connection with such acquisition.
“Proxy.” --Includes any proxy, consent or authorization.
“Proxy solicitation” or “solicitation of proxies.” --Includes any solicitation of a proxy, including a
solicitation of a revocable proxy of the nature and under the circumstances described in section
2574(b)(3) (relating to controlling person or group safe harbor).
“Publicly disclosed or caused to be disclosed.” --The term shall have the meaning specified in section
2562 (relating to definitions).
“Transfer.” --Acquisition or disposition.
“Voting shares.” --The term shall have the meaning specified in section 2552 (relating to definitions).

4, § 2574. Controlling person or group safe harbor.

(a) Nonparticipant. -- For the purpose of this subchapter, a person or group shall not be deemed a controlling
person or group, absent significant other activities indicating that a person or group should be deemed a
controlling person or group, by reason of voting or giving a proxy or consent as a shareholder of the corporation
if the person or group is one who or which:
(1) did not acquire any voting shares of the corporation with the purpose of changing or influencing
control of the corporation or seeking to acquire control of the corporation or in connection with or as a
participant in any agreement, arrangement, relationship, understanding or otherwise having any such
purpose;
(2) if control were acquired, would not be a person or group or a participant in a group that has control
over the corporation and will not receive, directly or indirectly, any consideration from a person or
group that has control over the corporation other than consideration offered proportionately to all
holders of voting shares of the corporation; and
(3) if a proxy or consent is given, executes a revocable proxy or consent given without consideration in
response to a proxy or consent solicitation made in accordance with the applicable rules and regulations
under the Exchange Act under circumstances not then reportable on Schedule 13d under the Exchange
Act (or any comparable or successor report) by the person or group who gave the proxy or consent.
(b) Certain holders. -- For the purpose of this subchapter, a person or group shall not be deemed a controlling
person or group under paragraph (1)(i) of the definition of “controlling person or group” in section 2573
(relating to definitions) if such person or group holds voting power:
(1) in good faith and not for the purpose of circumventing this subchapter, as an agent, bank, broker,
nominee or trustee for one or more beneficial owners who do not individually or, if they are a group
acting in concert, as a group have the voting power specified in paragraph (1)(i) of the definition of
“controlling person or group” in section 2573;
(2) in connection with the solicitation of proxies or consents by or on behalf of the corporation in
connection with shareholder meetings or actions of the corporation; or
(3) in the amount specified in paragraph (1)(i) of the definition of “controlling person or group” in
section 2573 as a result of the solicitation of revocable proxies or consents with respect to voting shares
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if such proxies or consents both:

(i) are given without consideration in response to a proxy or consent solicitation made in

accordance with the applicable rules and regulations under the Exchange Act; and

(i) do not empower the holder thereof, whether or not this power is shared with any other

person, to vote such shares except on the specific matters described in such proxy or consent

and in accordance with the instructions of the giver of such proxy or consent.
(¢) Preference shares. -- In determining whether a person or group would be a controlling person or group
within the meaning of this subchapter, there shall be disregarded voting power, and the seeking to acquire
control of a corporation to the extent based upon voting power arising from a contingent right of the holders of
one or more classes or series of preference shares to elect one or more members of the board of directors upon
or during the continuation of a default in the payment of dividends on such shares or another similar
contingency.

5. §2575. Ownership by corporation of profits resulting from certain
transactions.

Any profit realized by any person or group who is or was a controlling person or group with respect to a
registered corporation from the disposition of any equity security of the corporation to any person (including
under Subchapter E (relating to control transactions) or otherwise), including, without limitation, to the
corporation (including under Subchapter G (relating to control-share acquisitions) or otherwise) or to another
member of the controlling person or group, shall belong to and be recoverable by the corporation where the
profit is realized by such person or group:
(1) from the disposition of the equity security within 18 months after the person or group obtained the
status of a controlling person or group; and
(2) the equity security had been acquired by the controlling person or group within 24 months prior to
or 18 months subsequent to the obtaining by the person or group of the status of a controlling person or
group.
Any transfer by a controlling person or group of the ownership of any equity security may be suspended on the
books of the corporation, and certificates representing such securities may be duly legended, to enforce the
rights of the corporation under this subchapter.

6. § 2576. Enforcement actions.

(a) Venue. -- Actions to recover any profit due under this subchapter may be commenced in any court of
competent jurisdiction by the registered corporation issuing the equity security or by any holder of any equity
security of the corporation in the name and on behalf of the corporation if the corporation fails or refuses to
bring the action within 60 days after written request by a holder or shall fail to prosecute the action diligently. If
a judgment requiring the payment of any such profits is entered, the party bringing such action shall recover all
costs, including reasonable attorney fees, incurred in connection with enforcement of this subchapter.

(b) Jurisdiction. -- By engaging in the activities necessary to become a controlling person or group and thereby
becoming a controlling person or group, the person or group and all persons participating in the group consent
to personal jurisdiction in the courts of this Commonwealth for enforcement of this subchapter. Courts of this
Commonwealth may exercise personal jurisdiction over any controlling person or group in actions to enforce
this subchapter. The terms of this section shall be supplementary to the provisions of 42 Pa.C.S. §§

5301 (relating to persons) through 5322 (relating to bases of personal jurisdiction over persons outside this
Commonwealth) and, for the purpose of this section, 42 Pa.C.S. § 5322(a)(7)(iv) shall be deemed to include a
controlling person or group as defined in section 2573 (relating to definitions). Service of process may be made
upon such persons outside this Commonwealth in accordance with the procedures specified by 42 Pa.C.S. §
5323(relating to service of process on persons outside this Commonwealth).

(¢) Limitation. -- Any action to enforce this subchapter shall be brought within two years from the date any
profit recoverable by the corporation was realized.

Severance Compensation for Employees Terminated Following Certain Control-
Share Acquisitions (Subchapter I, §§ 2581-2583):

1. §2581. Definitions.
The following words and phrases when used in this subchapter shall have the meanings given to them in this
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section unless the context clearly indicates otherwise:
“Acquiring person.” --The term shall have the meaning specified in section 2562 (relating to
definitions).
“Control-share acquisition. ” --The term shall have the meaning specified in section 2562.
“Control-share approval.”
(1) The occurrence of both:

(i) a control-share acquisition to which Subchapter G (relating to control-share
acquisitions) applies with respect to a registered corporation described in section
2502(1)(i) (relating to registered corporation status) by an acquiring person; and
(i) the according by such registered corporation of voting rights pursuant to section
2564(a) (relating to voting rights of shares acquired in a control-share acquisition) in
connection with such control-share acquisition to control shares of the acquiring
person.
(2) The term shall also include a control-share acquisition effected by an acquiring person,
other than a control-share acquisition described in section 2561(b)(3), (4) or (5) (other than
section 2561(b)(5)(vii)) (relating to application and effect of subchapter) if the control-share
acquisition:
(A) occurs primarily in response to the actions of an other acquiring person where
Subchapter G applies to a control-share acquisition or proposed control-share
acquisition by such other acquiring person; and
(B) cither:
(I) pursuant to an agreement or plan described in section 2561(b)(5)(vii);
(II) after adoption of an amendment to the articles of the registered
corporation pursuant to section 2561(b)(2)(iii); or
(III) after reincorporation of the registered corporation in another
jurisdiction;
if the agreement or plan is approved or the amendment or reincorporation is adopted by the board of directors of
the corporation during the period commencing after the satisfaction by such other acquiring person of the
requirements of section 2565(a) or (b) (relating to procedure for establishing voting rights of control shares) and
ending 90 days after the date such issue is voted on by the shareholders, is withdrawn from consideration or
becomes moot; or
(ii) is consummated in any manner by a person who satisfied,
within two years prior to such acquisition, the requirements of
section 2565(a) or (b).
“Control shares.” --The term shall have the meaning specified in section 2562.
“Eligible employee.” --Any employee of a registered corporation (or any subsidiary thereof) if:
(1) the registered corporation was the subject of a control-share approval,
(2) the employee was an employee of such corporation (or any subsidiary thereof) within 90 days
before or on the day of the control-share approval and had been so employed for at least two years
prior thereto; and
(3) the employment of the employee is in this Commonwealth.
“Employee.” --Any person lawfully employed by an employer.
“Employment in this Commonwealth.”
(1) The entire service of an employee, performed inside and outside of this Commonwealth, if
the service is localized in this Commonwealth.
(2) Service shall be deemed to be localized in this Commonwealth if:
(i) the service is performed entirely inside this Commonwealth; or
(ii) the service is performed both inside and outside of this Commonwealth but the
service performed outside of this Commonwealth is incidental to the service of the
employee inside this Commonwealth, as where such service is temporary or
transitory in nature or consists of isolated transactions.
(3) Employment in this Commonwealth shall also include service of the employee, performed
inside and outside of this Commonwealth, if the service is not localized in any state, but some
of the service is performed in this Commonwealth, and:
(i) the base of operations of the employee is in this Commonwealth;
(ii) there is no base of operations, and the place from which such service is directed
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or controlled is in this Commonwealth; or
(iii) the base of operations of the employee or place from which such service is
directed or controlled is not in any state in which some part of the service is
performed, but the residence of the employee is in this Commonwealth.
“Minimum severance amount.” --With respect to an eligible employee, the weekly compensation of the
employee multiplied by the number of the completed years of service of the employee, up to a maximum of 26
times the weekly compensation of the employee.
“Subsidiary.” --The term shall have the meaning specified in section 2552 (relating to definitions).
“Termination of employment.” --The layoff of at least six months, or the involuntary termination of an
employee, except that any employee employed in a business operation who is continued or employed or offered
employment (within 60 days) by the purchaser of such business operation, on substantially the same terms
(including geographic location) as those pursuant to which the employee was employed in such business
operation, shall not be deemed to have been laid off or involuntarily terminated for the purposes of this
subchapter by such transfer of employment to the purchaser, but the purchaser shall make the lump-sum
payment under this subchapter in the event of a layoff of at least six months or the involuntary termination of the
employee within the period specified in section 2582 (relating to severance compensation).
“Weekly compensation.” --The average regular weekly compensation of an employee based on normal schedule
of hours in effect for such employee over the last three months preceding the control-share approval.
“Year of service.” --Each full year during which the employee has been employed by the employer.

2. § 2582. Severance compensation.

(a) General rule. -- Any eligible employee whose employment is terminated, other than for willful misconduct
connected with the work of the employee, within 90 days before the control-share approval with respect to the
registered corporation if such termination was pursuant to an agreement, arrangement or understanding, whether
formal or informal, with the acquiring person whose control shares were accorded voting rights in connection
with such control-share approval or within 24 calendar months after the control-share approval with respect to
the registered corporation shall receive a one-time, lump-sum payment from the employer equal to:
(1) the minimum severance amount with respect to the employee; less
(2) any payments made to the employee by the employer due to termination of employment, whether
pursuant to any contract, policy, plan or otherwise, but not including any final wage payments to the
employee or payments to the employee under pension, savings, retirement or similar plans.
(b) Limitation. -- If the amount specified in subsection (a)(2) is at least equal to the amount specified in
subsection (a)(1), no payment shall be required to be made under this subchapter.
(¢) Due date of payment. -- Severance compensation under this subchapter to eligible employees shall be made
within one regular pay period after the last day of work of the employee, in the case of a layoff known at such
time to be at least six months or an involuntary termination and in all other cases within 30 days after the eligible
employee first becomes entitled to compensation under this subchapter.

3. § 2583. Enforcement and remedies.

(a) Notice. -- Within 30 days of the control-share approval, the employer shall provide written notice to each
eligible employee and to the collective bargaining representative, if any, of the rights of eligible employees
under this subchapter.

(b) Remedies. -- In the event any eligible employee is denied a lump-sum payment in violation of this
subchapter or the employer fails to provide the notice required by subsection (a), the employee on his or her own
behalf or on behalf of other employees similarly situated, or the collective bargaining representative, if any, on
the behalf of the employee, may, in addition to all other remedies available at law or in equity, bring an action to
remedy such violation. In any such action, the court may order such equitable or legal relief as it deems just and
proper.

(¢) Civil penalty. -- In the case of violations of subsection (a), the court may order the employer to pay to each
employee who was subject to a termination of employment and entitled to severance compensation under this
subchapter a civil penalty not to exceed $ 75 per day for each business day that notice was not provided to such
employee.

(d) Successor liability. -- The rights under this subchapter of any individual who was an eligible employee at
the time of the control-share approval shall vest at that time, and, in any action based on a violation of this
subchapter, recovery may be secured against:
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(1) amerged, consolidated or resulting domestic or foreign corporation or other successor employer;
or
(2) the corporation after its status as a registered corporation has terminated,

notwithstanding any provision of law to the contrary.

Business Combination Transactions - Labor Contracts (Subchapter J, §§ 2585-
2588):

1. § 2585. Application and effect of subchapter.

(a) General rule. -- Except as otherwise provided in this section, this subchapter shall apply to every business
combination transaction relating to a business operation if such business operation was owned by a registered
corporation (or any subsidiary thereof) at the time of a control-share approval with respect to the corporation
(regardless of the fact, if such be the case, that such operation after the control-share approval is owned by the
registered corporation or any other person).
(b) Exceptions. -- This subchapter shall not apply to:

(1) Any business combination transaction occurring more than five years after the control-share

approval of the registered corporation.

(2) Any business operation located other than in this Commonwealth.

2. § 2586. Definitions.

The following words and phrases when used in this subchapter shall have the meanings given to them in this
section unless the context clearly indicates otherwise:
“Business combination transaction.” --Any merger or consolidation, sale, lease, exchange or other
disposition, in one transaction or a series of transactions, whether affecting all or substantially all the
property and assets, including its good will, of the business operation that is the subject of the labor
contract referred to in section 2587 (relating to labor contracts preserved in business combination
transactions) or any transfer of a controlling interest in such business operation.
“Control-share approval.” --The term shall have the meaning specified in section 2581 (relating to definitions).
“Covered labor contract.” --Any labor contract if such contract:
(1) covers persons engaged in employment in this Commonwealth;
(2) was negotiated by a labor organization or by a collective bargaining agent or other representative;
(3) relates to a business operation that was owned by the registered corporation (or any subsidiary
thereof) at the time of the control-share approval with respect to such corporation; and
(4) was in effect and covered such business operation and such employees at the time of such control-
share approval.
“Employee” and “employment in this Commonwealth.” --The terms shall have the meanings specified in
section 2581.
“Subsidiary.” --The term shall have the meaning specified in section 2552 (relating to definitions).

3. § 2587. Labor contracts preserved in business combination transactions.

No business combination transaction shall result in the termination or impairment of the provisions of any
covered labor contract, and the contract shall continue in effect pursuant to its terms until it is terminated
pursuant to any termination provision contained therein or until otherwise agreed upon by the parties to such
contract or their successors.

4. §2588. Civil remedies.

(a) General rule. -- In the event that an employee is denied or fails to receive wages, benefits or wage
supplements or suffers any contractual loss as a result of a violation of this subchapter, the employee on his or
her own behalf or on behalf of other employees similarly situated, or the labor organization or collective
bargaining agent party to the labor contract, may, in addition to all other remedies available at law or in equity,
bring an action in any court of competent jurisdiction to recover such wages, benefits, wage supplements or
contractual losses and to enjoin the violation of this subchapter.

(b) Successor liability. -- The rights under this subchapter of any employee at the time of the control-share
approval shall vest at that time, and, in any action based on a violation of this subchapter, recovery may be
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secured against:
(1) amerged, consolidated or resulting domestic or foreign corporation or other successor employer;
or
(2) the corporation after its status as a registered corporation has terminated;
notwithstanding any provision of law to the contrary.

Miscellaneous Provisions Applicble Primarily to Registered Corporations:

1. § 2538. Approval of transactions with interested shareholders.

(a) General rule. -- The following transactions shall require the affirmative vote of the shareholders entitled to
cast at least a majority of the votes that all shareholders other than the interested shareholder are entitled to cast
with respect to the transaction, without counting the vote of the interested shareholder:
(1) Any transaction authorized under Subchapter C of Chapter 19 (relating to merger, consolidation,
share exchanges and sale of assets) between a registered corporation or subsidiary thereof and a
shareholder of the registered corporation.
(2) Any transaction authorized under Subchapter D of Chapter 19 (relating to division) in which the
interested shareholder receives a disproportionate amount of any of the shares or other securities of any
corporation surviving or resulting from the plan of division.
(3) Any transaction authorized under Subchapter F of Chapter 19 (relating to voluntary dissolution and
winding up) in which a shareholder is treated differently from other shareholders of the same class
(other than any dissenting shareholders under Subchapter D of Chapter 15 (relating to dissenters
rights)).
(4) Any reclassification authorized under Subchapter B of Chapter 19 (relating to amendment of
articles) in which the percentage of voting or economic share interest in the corporation of a
shareholder is materially increased relative to substantially all other shareholders.
(b) Exceptions. -- Subsection (a) shall not apply to a transaction:
(1) that has been approved by a majority vote of the board of directors without counting the vote of
directors who:
(i) are directors or officers of, or have a material equity interest in, the interested shareholder;
or
(i) were nominated for election as a director by the interested shareholder, and first elected as
a director, within 24 months of the date of the vote on the proposed transaction;
(2) in which the consideration to be received by the shareholders for shares of any class of which
shares are owned by the interested shareholder is not less than the highest amount paid by the interested
shareholder in acquiring shares of the same class; or
(3) effected pursuant to section 1924(b)(1)(ii) (relating to adoption by board of directors).
(¢) Additional approvals. -- The approvals required by this section shall be in addition to, and not in lieu of,
any other approval required by this subpart, the articles of the corporation, the bylaws of the corporation or
otherwise.
(d) Definition of “interested shareholder”. -- As used in this section, the term “interested shareholder”
includes the shareholder who is a party to the transaction or who is treated differently from other shareholders
and any person, or group of persons, that is acting jointly or in concert with the interested shareholder and any
person who, directly or indirectly, controls, is controlled by or is under common control with the interested
shareholder. An interested shareholder shall not include any person who, in good faith and not for the purpose of
circumventing this section, is an agent, bank, broker, nominee or trustee for one or more other persons, to the
extent that the other person or persons are not interested shareholders.
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CHAPTER 6  SECURITIES ACT OF 1933

[See Principally Chapters 4 and 13 of Business Planning for Mergers and Acquisitions]

A. § 1. Short title
This subchapter may be cited as the Securities Act of 1933.
B. § 2. Definitions

(a) When used in this subchapter, unless the context otherwise requires--

(1) The term “security” means any note, stock, treasury stock, bond, debenture, evidence
of indebtedness, certificate of interest or participation in any profit-sharing agreement,
collateral-trust certificate, preorganization certificate or subscription, transferable share,
investment contract, voting- trust certificate, certificate of deposit for a security, fractional
undivided interest in oil, gas, or other mineral rights, any put, call, straddle, option, or privilege on
any security, certificate of deposit, or group or index of securities (including any interest therein or
based on the value thereof), or any put, call, straddle, option, or privilege entered into on a national
securities exchange relating to foreign currency, or, in general, any interest or instrument
commonly known as a “security”, or any certificate of interest or participation in, temporary or
interim certificate for, receipt for, guarantee of, or warrant or right to subscribe to or purchase, any
of the foregoing. * * *

(3) The term “sale” or “sell” shall include every contract of sale or disposition of a
security or interest in a security, for value. The term “offer to sell”, “offer for sale”, or “offer”
shall include every attempt or offer to dispose of, or solicitation of an offer to buy, a security or
interest in a security, for value. The terms defined in this paragraph and the term “offer to buy” as
used in subsection (c) of section 5 shall not include preliminary negotiations or agreements
between an issuer (or any person directly or indirectly controlling or controlled by an issuer, or
under direct or indirect common control with an issuer) and any underwriter or among
underwriters who are or are to be in privity of contract with an issuer (or any person directly or
indirectly controlling or controlled by an issuer, or under direct or indirect common control with an
issuer), * * *

(4) The term “issuer” means every person who issues or proposes to issue any security; *
k %k

(5) The term “Commission” means the Securities and Exchange Commission. * * *

(8) The term “registration statement” means the statement provided for in section 6, and
includes any amendment thereto and any report, document, or memorandum filed as part of such
statement or incorporated therein by reference. * * *

(10) The term “prospectus” means any prospectus, notice, circular, advertisement, letter,
or communication, written or by radio or television, which offers any security for sale or confirms
the sale of any security; except that (a) a communication sent or given after the effective date of the
registration statement (other than a prospectus permitted under subsection (b) of section 10 of this
title) shall not be deemed a prospectus if it is proved that prior to or at the same time with such
communication a written prospectus meeting the requirements of subsection (a) of section 10 of
this title at the time of such communication was sent or given to the person to whom the
communication was made, and (b) a notice, circular, advertisement, letter, or communication in
respect of a security shall not be deemed to be a prospectus if it states from whom a written
prospectus meeting the requirements of section 10 of this title may be obtained and, in addition,
does no more than identify the security, state the price thereof, state by whom orders will be
executed, and contain such other information as the Commission, by rules or regulations deemed
necessary or appropriate in the public interest and for the protection of investors, and subject to
such terms and conditions as may be prescribed therein, may permit.

(11) The term “underwriter” means any person who has purchased from an issuer with a
view to, or offers or sells for an issuer in connection with, the distribution of any security, or
participates or has a direct or indirect participation in any such undertaking, or participates or has a
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participation in the direct or indirect underwriting of any such undertaking; but such term shall not
include a person whose interest is limited to a commission from an underwriter or dealer not in
excess of the usual and customary distributors’ or sellers’ commission. As used in this paragraph
the term “issuer” shall include, in addition to an issuer, any person directly or indirectly controlling
or controlled by the issuer, or any person under direct or indirect common control with the issuer.

(12) The term “dealer” means any person who engages either for all or part of his time,
directly or indirectly, as agent, broker, or principal, in the business of offering, buying, selling, or
otherwise dealing or trading in securities issued by another person. * * *

(15) The term “accredited investor” shall mean—

(1) a bank * * * whether acting in its individual or fiduciary capacity; an insurance
company as defined in paragraph (13) of this subsection; an investment company registered
under the Investment Company Act of 1940 * * *; a Small Business Investment Company
licensed by the Small Business Administration; or an employee benefit plan, including an
individual retirement account, which is subject to the provisions of the Employee Retirement
Income Security Act of 1974, if the investment decision is made by a plan fiduciary, as
defined in section 3(21) of such Act, which is either a bank, insurance company, or
registered investment adviser; or

(ii) any person who, on the basis of such factors as financial sophistication, net
worth, knowledge, and experience in financial matters, or amount of assets under
management qualifies as an accredited investor under rules and regulations which the
Commission shall prescribe. * * *

(19) The term “emerging growth company”” means an issuer that had total annual gross
revenues of less than $1,000,000,000 (as such amount is indexed for inflation every 5 years by the
Commission to reflect the change in the Consumer Price Index for All Urban Consumers published by
the Bureau of Labor Statistics, setting the threshold to the nearest 1,000,000) during its most recently
completed fiscal year. An issuer that is an emerging growth company as of the first day of that fiscal
year shall continue to be deemed an emerging growth company until the earliest of—

(A) the last day of the fiscal year of the issuer during which it had total annual gross
revenues of $1,000,000,000 (as such amount is indexed for inflation every 5 years by the Commission
to reflect the change in the Consumer Price Index for All Urban Consumers published by the Bureau
of Labor Statistics, setting the threshold to the nearest 1,000,000) or more;

(B) the last day of the fiscal year of the issuer following the fifth anniversary of the date of
the first sale of common equity securities of the issuer pursuant to an effective registration statement
under this subchapter;

(C) the date on which such issuer has, during the previous 3-year period, issued more than
$1,000,000,000 in non-convertible debt; or

(D) the date on which such issuer is deemed to be a “large accelerated filer”, as defined in
section 240.12b-2 of'title 17, Code of Federal Regulations, or any successor thereto.

C. § 3. Exempted Securities

(a) Except as hereinafter expressly provided, the provisions of this subchapter shall not apply to any of
the following classes of securities: * * *

(9) Except with respect to a security exchanged in a case under Title 11, any security exchanged by
the issuer with its existing security holders exclusively where no commission or other remuneration is paid
or given directly or indirectly for soliciting such exchange;

(10) Except with respect to a security exchanged in a case under Title 11, any security which is
issued in exchange for one or more bona fide outstanding securities, claims or property interests, or partly in
such exchange and partly for cash, where the terms and conditions of such issuance and exchange are
approved, after a hearing upon the fairness of such terms and conditions at which all persons to whom it is
proposed to issue securities in such exchange shall have the right to appear, by any court, or by any official
or agency of the United States, or by any State or Territorial banking or insurance commission or other
governmental authority expressly authorized by law to grant such approval;

(11) Any security which is a part of an issue offered and sold only to persons resident within a
single State or Territory, where the issuer of such security is a person resident and doing business within or,
if a corporation, incorporated by and doing business within, such State or Territory.

(b) The Commission may from time to time by its rules and regulations, and subject to such term