/* The final part of the act. */
14.05 Effect of Dissolution

(a) A dissolved corporation continues its corporate existence but
may not carry on any busi ness except that appropriate to wind up
and liquidate its business and affairs, including:

(1) collecting its assets;

(2) disposing of its properties that will not be distributed in
kind to its sharehol ders;

(3) discharging or maeking provision for discharging its
liabilities;

(4) distributing its remaining property anong its sharehol ders
according to their interests; and

(5) doing every other act necessary to wind up and liquidate its
busi ness and affairs.

(b) Dissolution of a corporation does not:
(1) transfer title to the corporation's property;

(2) prevent transfer of its shares or securities, although the
aut hori zation to di ssolve may provide for closing the
corporation's share transfer records;

(3) subject its directors or officers to standards of conduct
different fromthose prescribed in chapter 8;

(4) change quorum or voting requirenents for its board of
directors or sharehol ders; change provisions for selection,
resignation, or renoval of its directors or officers or both; or
change provisions for anmending its byl aws;

(5) prevent commencenent of a proceeding by or against the
corporation in its corporate nane;

(6) abate or suspend a proceedi ng pending by or against the
corporation on the effective date of dissolution; or

(7) termnate the authority of the registered agent of the
cor porati on.

O ficial Comment

Section 14.05(a) provides that dissolution does not term nate the
corporate existence but sinply requires the corporation
thereafter to devote itself to winding up its affairs and
liquidating its assets; after dissolution, the corporation may
not carry on its business except as may be appropriate for

Wi ndi ng- up.



The Model Act uses the term "dissolution” in the specialized
sense descri bed above and not to describe the final step in the
| i qui dati on of the corporate business. This is nade clear by
section 14.05(b), which provides that chapter 14 dissolution does
not have any of the characteristics of common | aw di ssol ution,
whi ch treated corporate dissolution as anal ogous to the death of
a natural person and abated | awsuits, vested equitable title to
corporate property in the sharehol ders, inposed the fiduciary
duty of trustees on directors who had custody of corporate
assets, and revoked the authority of the registered agent.
Section 14.05(b) expressly reverses all of these commn | aw
attributes of dissolution and makes clear that the rights,
powers, and duties of shareholders, the directors, and the

regi stered agent are not affected by dissolution and that suits
by or against the corporation are not affected in any way.

14. 06 Known O ai nms Agai nst Di ssol ved Corporation

(a) A dissolved corporation may di spose of the known clai ns
against it by follow ng the procedure described in this section.

(b) The dissolved corporation shall notify its known clainmants in
writing of the dissolution at any tinme after its effective date.
The witten notice nust:

(1) describe information that must be included in a claim

(2) provide a mailing address where a claimnmay be sent;

(3) state the deadline, which may not be fewer than 120 days from
the effective date of the witten notice, by which the dissolved
corporation nust receive the claim and

(4) state that the claimw Il be barred if not received by the
deadl i ne.

(c) A claimagainst the dissolved corporation is barred:

(1) if a claimant who was given witten notice under subsection
(b) does not deliver the claimto the dissolved corporation by
the deadl i ne;

(2) if a clainmant whose claimwas rejected by the dissol ved
cor porati on does not commence a proceeding to enforce the claim
Wi thin 90 days fromthe effective date of the rejection notice.

(d) For purposes of this section, "claint does not include a
contingent liability or a claimbased on an event occurring after
the effective date of dissolution.

O ficial Coment

Sections 14.06 and 14.07 provide a new and sinplified systemfor
handl i ng known and unknown cl ai n8 agai nst a di ssol ved



corporation, including clainms based on events that occur after

t he dissolution of the corporation. Section 14.06 deals solely
wi th known clainms while section 14.07 deals with unknown or
subsequently arising clainms. Aclaimis a "known" claimeven if
it is unliquidated (see section 14.06(d)); a claimthat is
contingent or has not matured so that there is no inmediate right
to bring suit is not a "known" claim

Known cl ains are handled in section 14.06 through a process of
written notice to claimants; the witten notice nust contain the
i nformati on described in section 14.06(b). Section 14.06(c) then
provi des fixed deadlines by which clainms are barred under various
ci rcunst ances, as foll ows:

(1) If a clainmant receives witten notice satisfying section 14.
06(b) but fails to file the claimby the deadline specified by
the corporation, the claimis barred by section 14.06(c)(1).

(2) If a claimant receives witten notice satisfying section 14.
06(b) and files the claimas required:

(i) but the corporation rejects the claim the clai mant nust
conmence a proceeding to enforce the claimw thin 90 days of the
rejection or the claimis barred by section 14.06(c)(2); or

(ii) if the corporation does not act on the claimor fails to
notify the claimant of the rejection, the clainmant is not barred
by section 14.06(c) until the corporation notifies the claimnt.

(3) If the corporation publishes notice under section 14.07, a

cl ai mant who was not notified in witing is barred unless he
conmences a proceeding within five years after publication of the
noti ce.

(4) If the corporation does not publish notice, a claimnt who
was not notified in witing is not barred by section 14.06(c)
from pursuing his claim

Even though the directors are not trustees of the assets of a

di ssol ved corporation (see section 14.05(b)(3)), they nust

di scharge or nake provision for discharging all of the
corporation's known liabilities before distributing the remaining
assets to the sharehol ders. See sections 14.05(a)(3) and (4).
See al so sections 6.40 and 8. 33.

14. 07 Unknown C ai ns Agai nst Di ssol ved Corporation

(a) A dissolved corporation may al so publish notice of its
di ssol uti on and request that persons with clains against the
corporation present themin accordance with the notice.

(b) The notice nust:

(1) be published one tinme in a newspaper of general circulation
in the county where the dissolved corporation's principal office



(or, if none in this state, its registered office) is or was |ast
| ocat ed;

(2) describe the information that nust be included in a claimand
provide a mailing address where the claimmy be sent; and

(3) state that a claimagainst the corporation will be barred
unl ess a proceeding to enforce the claimis conmenced within five
years after the publication of the notice.

(c) If the dissolved corporation publishes a newspaper notice in
accordance with subsection (b), the claimof each of the
following claimants is barred unl ess the clai mant commences a
proceeding to enforce the claimagainst the dissolved corporation
Wi thin five years after the publication date of the newspaper

noti ce:

(1) a claimant who did not receive witten notice under section
14. 06;

(2) a claimant whose claimwas tinely sent to the dissol ved
corporation but not acted on;

(3) a claimant whose claimis contingent or based on an event
occurring after the effective date of dissolution.

(d) A claimmy be enforced under this section:

(1) against the dissolved corporation, to the extent of its
undi stri buted assets; or

(2) if the assets have been distributed in |iquidation, against a
shar ehol der of the dissolved corporation to the extent of his pro
rata share of the claimor the corporate assets distributed to
himin |iquidation, whichever is |ess, but a sharehol der's total
liability for all clains under this section may not exceed the
total anpbunt of assets distributed to him

Subchapter B
Adm ni strati ve Di ssol ution
14. 20 Grounds for Adm nistrative Dissol ution

The secretary of state may commence a proceedi ng under section
14.21 to admnistratively dissolve a corporation if:

(1) the corporation does not pay within 60 days after they are
due any franchi se taxes or penalties inposed by this Act or other
| aw;

(2) the corporation does not deliver its annual report to the
secretary of state within 60 days after it is due;



(3) the corporation is without a registered agent or registered
office in this state for 60 days or nore;

(4) the corporation does not notify the secretary of state within
60 days that its registered agent or registered office has been
changed, that its registered agent has resigned, or that its

regi stered office has been discontinued; or

(5) the corporation's period of duration stated in its articles
of incorporation expires.

Subchapter C
Judi ci al Dissol ution
14. 30 Grounds for Judicial D ssolution

The [nane or describe court or courts] may dissolve a
cor porati on:

(1) in a proceeding by the attorney general if it is established
t hat :

(i) the corporation obtained its articles of incorporation
t hrough fraud: or

(ii) the corporation has continued to exceed or abuse the
aut hority conferred upon it by | aw,

(2) in a proceeding by a shareholder if it is established that:

(i) the directors are deadl ocked in the managenent of the
corporate affairs, the sharehol ders are unable to break the

deadl ock, and irreparable injury to the corporation is threatened
or being suffered, or the business and affairs of the corporation
can no | onger be conducted to the advantage of the sharehol ders
general ly, because of the deadl ock;

/* Rare, but it does happen. */

(ii) the directors or those in control of the corporation have
acted, are acting, or will act in a manner that is illegal,
oppressive, or fraudul ent;

(iii1) the sharehol ders are deadl ocked in voting power and have
failed, for a period that includes at |east two consecutive
annual neeting dates, to el ect successors to directors whose
terms have expired; or

(iv) the corporate assets are being m sapplied or wasted;

(3) in a proceeding by a creditor if it is established that:

(i)the creditor's claimhas been reduced to judgnent, the



execution on the judgnment returned unsatisfied, and the
corporation is insolvent; or

(ii) the corporation has admtted in witing that the creditor's
claimis due and owi ng and the corporation is insolvent; or

[* A formof state |aw ""bankruptcy I iquidation. */
(4) in a proceeding by the corporation to have its voluntary
di ssol uti on continued under court supervision.

14. 31 Procedure for Judicial D ssolution

(a) Venue for a proceeding by the attorney general to dissolve a
corporation lies in [nanme the county or counties]. Venue for a
proceedi ng brought by any other party named in section 14.30 lies
In the county where a corporation's principal office (or, if none
in this state, its registered office) is or was | ast | ocat ed.

(b) It is not necessary to make sharehol ders parties to a
proceedi ng to dissolve a corporation unless relief is sought
agai nst them i ndi vidual ly.

(c) Acourt in a proceeding brought to dissolve a corporation may
I ssue injunctions, appoint a receiver or custodian pendente lite
with all powers and duties the court directs, take other action
required to preserve the corporate assets wherever |ocated, and
carry on the business of the corporation until a full hearing can
be hel d.

14. 32 Recei vership or Custodianship

(a) Acourt in a judicial proceeding brought to dissolve a
corporati on rmay appoint one or nore receivers to wind up and

| i qui date, or one or nore custodi ans to manage, the business and
affairs of the corporation. The court shall hold a hearing,
after notifying all parties to the proceeding and any interested
persons designated by the court, before appointing a receiver or
custodi an. The court appointing a receiver or custodi an has
exclusive jurisdiction over the corporation and all of its
property wherever | ocated.

(b) The court may appoint an individual or a donestic or foreign
corporation (authorized to transact business in this state) as a
receiver or custodian. The court may require the receiver or
custodi an to post bond, with or without sureties, in an anount
the court directs.

(c) The court shall describe the powers and duties of the
receiver or custodian in its appointing order, which nay be
amended fromtine to tinme. Anong ot her powers:

(1) the receiver (i) may dispose of all or any part of the
assets of the corporation wherever |ocated, at a public or
private sale, if authorized by the court; and (ii) may sue and



defend in his own nane as receiver of the corporation in al
courts of this state;

(2) the custodian may exercise all of the powers of the
corporation, through or in place of its board of directors or
officers, to the extent necessary to nanage the affairs of the
corporation in the best interests of its sharehol ders and
creditors.

(d) The court during a receivership may redesi gnate the receiver
a custodi an, and during a custodi anship may redesi gnate the
custodian a receiver, if doing so is in the best interests of the
corporation, its sharehol ders, and creditors.

(e) The court fromtime to time during the receivership or
cust odi anshi p may order conpensation paid and expense

di sbursements or reinbursenents nmade to the receiver or custodian
and his counsel fromthe assets of the corporation or proceeds
fromthe sale of the assets.

14. 33 Decree of Dissolution

(a) If after a hearing the court determ nes that one or nore
grounds for judicial dissolution described in section 14.30
exist, it may enter a decree dissolving the corporation and
specifying the effective date of the dissolution, and the clerk
of the court shall deliver a certified copy of the decree to the
secretary of state, who shall file it.

(b) After entering the decree of dissolution, the court shal
direct the winding up and |iquidation of the corporation's

busi ness and affairs in accordance with section 14.05 and the
notification of claimants in accordance with sections 14.06 and
14. 07.

Chapter 15

FOREI GN CORPCRATI ONS

Subchapter A

Certificate of Authority

15.01 Authority to Transact Busi ness Required

(a) A foreign corporation nmay not transact business in this state
until it obtains a certificate of authority fromthe secretary of
st at e.

15. 02 Consequences of Transacti ng Busi ness Wthout Authority

(a) A foreign corporation transacting business in this state

Wi t hout a certificate of authority nmay not maintain a proceeding

in any court in this state until it obtains a certificate of
aut hority.



(b) The successor to a foreign corporation that transacted
business in this state without a certificate of authority and the
assi gnee of a cause of action arising out of that business may
not maintain a proceedi ng based on that cause of action in any
court in this state until the foreign corporation or its
successor obtains a certificate of authority.

(c) Acourt may stay a proceedi ng commenced by a foreign
corporation, its successor, or assignee until it determ nes

whet her the foreign corporation or its successor requires a
certificate of authority. If it so determ nes, the court may
further stay the proceeding until the foreign corporation or its
successor obtains the certificate.

(d) Aforeign corporation is liable for a civil penalty of
for each day, but not to exceed a total of $ for

each year, it transacts business in this state without a
certificate of authority. The attorney general may collect al
penal ti es due under this subsection.

(e) Notwi thstanding subsections (a) and (b), the failure of a
foreign corporation to obtain a certificate of authority does not
inmpair the validity of its corporate acts or prevent it from

def endi ng any proceeding in this state.

Chapter 16

RECORDS AND REPORTS
Subchapter A

Recor ds

16. 01 Cor porate Records

(a) A corporation shall keep as pernanent records m nutes of al
nmeetings of its shareholders and board of directors, a record of
all actions taken by the sharehol ders or board of directors

Wi t hout a nmeeting, and a record of all actions taken by a

conm ttee of the board of directors in place of the board of
directors on behalf of the corporation.

(b) A corporation shall naintain appropriate accounting records.

(c) A corporation or its agent shall maintain a record of its
sharehol ders, in a formthat permts preparation of a list of the
nanes and addresses of all sharehol ders, in al phabetical order by
cl ass of shares show ng the nunmber and cl ass of shares held by
each.

/* Inportant so that sharehol ders can reach each other or so
sharehol ders can try to unseat the board. */



(d) A corporation shall nmaintain its records in witten form or
i n anot her form capabl e of conversion into witten formwthin a
reasonabl e ti ne.

(e) A corporation shall keep a copy of the follow ng records at
its principal office:

(1) its articles or restated articles of incorporation and al
amendnments to themcurrently in effect;

(2) its bylaws or restated bylaws and all amendnents to them
currently in effect;

(3) resolutions adopted by its board of directors creating one or
nore classes or series of shares, and fixing their relative
rights, preferences, and limtations, if shares issued pursuant
to those resol utions are outstanding;

(4) the mnutes of all sharehol ders' neetings, and records of al
action taken by sharehol ders without a neeting, for the past
three years:

(5) all witten comruni cations to sharehol ders generally wthin
the past three years, including the financial statenents
furni shed for the past three years under section 16. 20;

(6) a list of the nanes and busi ness addresses of its current
directors and officers; and

(7) its nost recent annual report delivered to the secretary of
state under section 16.22.

16. 02 I nspection of Records by Sharehol ders

(a) A shareholder of a corporation is entitled to inspect and
copy, during regular business hours at the corporation's
principal office, any of the records of the corporation described
In section 16.01(e) if he gives the corporation witten notice of
his demand at |east five business days before the date on which
he wi shes to inspect and copy.

(b) A sharehol der of a corporation is entitled to inspect and
copy, during regular business hours at a reasonabl e |ocation
specified by the corporation, any of the follow ng records of the
corporation if the sharehol der neets the requirenents of
subsection (c) and gives the corporation witten notice of his
demand at | east five business days before the date on which he

Wi shes to inspect and copy:

(1) excerpts frommnutes of any neeting of the board of
directors, records of any action of a comrittee of the board of
directors while acting in place of the board of directors on
behal f of the corporation, mnutes of any neeting of the
sharehol ders, and records of action taken by the sharehol ders or



board of directors without a neeting, to the extent not subject
to inspection under section 16.02(a);

(2) accounting records of the corporation; and
(3) the record of sharehol ders.

(c) A sharehol der may inspect and copy the records described in
subsection (b) only if:

(1) his demand is made in good faith and for a proper purpose;

(2) he describes with reasonable particularity his purpose and
the records he desires to inspect; and

(3) the records are directly connected with his purpose.

(d) The right of inspection granted by this section nmay not be
abolished or limted by a corporation's articles of incorporation
or byl aws.

(e) This section does not affect:

(1) the right of a shareholder to i nspect records under section
7.20 or, if the shareholder is in litigation with the
corporation, to the sane extent as any other litigant;

(2) the power of a court, independently of this Act, to conpel
t he production of corporate records for exam nation.

(f) For purposes of this section, "sharehol der"” includes a
beneficial owner whose shares are held in a voting trust or by a
nom nee on his behal f.

16. 03 Scope of Inspection Right

(a) A shareholder's agent or attorney has the sanme inspection and
copying rights as the sharehol der he represents.

(b) The right to copy records under section 16.02 includes, if
reasonabl e, the right to receive copies nade by photographic,
xer ographi c, or other neans.

(c) The corporation may inpose a reasonabl e charge, covering the

costs of |abor and material, for copies of any docunents provided
to the sharehol der. The charge may not exceed the estimated cost

of production or reproduction of the records.

(d) The corporation may conply with a sharehol der's demand to

i nspect the record of sharehol ders under section 16.02(b)(3) by
providing himwith a list of its shareholders that was conpiled
no earlier than the date of the sharehol der's demand.

16. 04 Court-Ordered I nspection



(a) If a corporation does not allow a sharehol der who conplies

Wi th section 16.02(a) to inspect and copy any records required by
t hat subsection to be available for inspection, the [nane or
descri be court] of the county where the corporation's principal
office (or, if none in this state, its registered office) is

| ocated may summarily order inspection and copying of the records
denmanded at the corporation' s expense upon application of the
shar ehol der.

(b) If a corporation does not within a reasonable tine allow a
sharehol der to inspect and copy any other record, the sharehol der
who conplies with sections 16.02(b) and (c) may apply to the

[ name or describe court] in the county where the corporation's
principal office (or, if none in this state, its registered
office) is located for an order to permt inspection and copying
of the records demanded. The court shall dispose of an
application under this subsection on an expedited basis.

(c) If the court orders inspection and copying of the records
demanded, it shall also order the corporation to pay the

sharehol der's costs (including reasonabl e counsel fees) incurred
to obtain the order unless the corporation proves that it refused
i nspection in good faith because it had a reasonabl e basis for
doubt about the right of the shareholder to inspect the records
demanded.

(d) If the court orders inspection and copying of the records
demanded, it nay inpose reasonable restrictions on the use or
di stribution of the records by the demandi ng sharehol der.

O ficial Comment

Earlier versions of the Mbodel Act and the statutes of many states
| nposed a penalty upon the corporation or its officers for

refusal to permt inspection of books and records by sharehol ders
who (1) had been sharehol ders for at |east six nonths or (2)
owned five percent or nore of the outstanding shares. This

provi sion has been omtted. A penalty unrelated to the costs of
securing inspection was arbitrary and, as a result, was sel dom
actually enforced; further, a qualification based on the size or
duration of the shareholder's holding unrelated to his actual

pur pose was subject to the criticismthat it constituted

unr easonabl e di scrim nation agai nst snmall sharehol ders.

Subchapter B

Reports

16. 20 Financial Statenents for Sharehol ders

(a) A corporation shall furnish its sharehol ders annual financi al
statenments, which may be consolidated or conbi ned statenents of
the corporation and one or nore of its subsidiaries, as

appropriate, that include a bal ance sheet as of the end of the
fiscal year, an incone statenent for that year, and a statenent



of changes in sharehol ders' equity for the year unless that

i nformati on appears el sewhere in the financial statements. |If
financial statenents are prepared for the corporation on the
basis of generally accepted accounting principles, the annual
financial statenents nmust al so be prepared on that basis.

(b) If the annual financial statenents are reported upon by a
public accountant, his report must acconpany them |If not, the
statenments nust be acconpani ed by a statenment of the president or
t he person responsible for the corporation's accounting records:

(1) stating his reasonable belief whether the statenents were
prepared on the basis of generally accepted accounting principles
and, if not, describing the basis of preparation; and

(2) describing any respects in which the statenents were not
prepared on a basis of accounting consistent with the statenents
prepared for the precedi ng year.

(c) A corporation shall nmail the annual financial statenents to
each shareholder within 120 days after the close of each fisca
year. Thereafter, on witten request froma sharehol der who was
not nmailed the statenents, the corporation shall mail himthe

| atest financial statenments.

16. 21 O her Reports to Sharehol ders

(a) If a corporation indemifies or advances expenses to a
director under section 8.51, 8.52, 8.53, or 8.54 in connection

Wi th a proceeding by or in the right of the corporation, the
corporation shall report the indemification or advance in
writing to the shareholders with or before the notice of the next
shar ehol ders' neeting.

(b) If a corporation issues or authorizes the issuance of shares
for prom ssory notes or for promses to render services in the
future, the corporation shall report in witing to the

shar ehol ders the nunber of shares authorized or issued, and the
consi deration received by the corporation, with or before the
noti ce of the next sharehol ders' neeti ng.

16. 22 Annual Report for Secretary of State

(a) Each donestic corporation, and each foreign corporation

aut hori zed to transact business in this state, shall deliver to
the secretary of state for filing an annual report that sets
forth:

(1) the name of the corporation and the state or country under
whose law it is incorporated;

(2) the address of its registered office and the name of its
regi stered agent at that office in this state;

(3) the address of its principal office;



(4) the names and busi ness addresses of its directors and
principal officers;

(5) a brief description of the nature of its business;

(6) the total nunmber of authorized shares, item zed by class and
series, if any, within each class; and

(7) the total nunber of issued and outstandi ng shares, item zed
by class and series, if any, within each cl ass.

(b) Information in the annual report nust be current as of the
date the annual report is executed on behalf of the corporation.

(c) The first annual report must be delivered to the secretary of
state between January 1 and April 1 of the year follow ng the

cal endar year in which a donmestic corporation was incorporated or
a foreign corporation was authorized to transact busi ness.
Subsequent annual reports nust be delivered to the secretary of
state between January 1 and April 1 of the follow ng cal endar
years.

(d) If an annual report does not contain the information required
by this section, the secretary of state shall pronptly notify the
reporting donmestic or foreign corporation in witing and return
the report to it for correction. If the report is corrected to
contain the information required by this section and delivered to
the secretary of state within 30 days after the effective date of
notice, it is deened to be tinely filed.



