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Creation

SECTION 1. SHORT TITLE
This Supplement shall be known and may be cited as the “[name
of state] Statutory Close Corporation Supplement.”

SECTION 2. APPLICATION OF [MODEL] BUSINESS
CORPORATION ACT AND [MODEL]
PROFESSIONAL CORPORATION
SUPPLEMENT

(@) The [Model] Business Corporation Act applies to statutory

close corporations to the extent not inconsistent with the provi-

sions of this Supplement.

(b) This Supplement applies to a professional corporation orga-

nized under the [Model] Professional Corporation Supplement

whose articles of incorporation contain the statement required by
section 3(a), except insofar as the [Model] Professiona Corpora-
tion Supplement contains inconsistent provisions.

(c) This Supplement does not repeal or modify any statute or rule

of law that is or would apply to a corporation that is organized un-

der the [Model] Business Corporation Act or the [Model] Profes-
sional Corporation Supplement and that does not elect to become

a statutory close corporation under section 3.

SECTION 3. DEFINITION AND ELECTION OF
STATUTORY CLOSE CORPORATION
STATUS
(a) A statutory close corporation is a corporation whose articles of
incorporation contain a statement that the corporation is a statu-
tory close corporation.
(b) A corporation having 50 or fewer shareholders may become a
statutory close corporation by amending its articles of incorpora-
tion to include the statement required by subsection (a). The
amendment must be approved by the holders of at |east two-thirds
of the votes of each class or series of shares of the corporation,
voting as separate voting groups, whether or not otherwise enti-
tled to vote on amendments. If the amendment is adopted, ashare-
holder who voted against the amendment is entitled to assert
dissenters' rights under [MBCA ch. 13].

Shares

SECTION 10. NOTICE OF STATUTORY CLOSE
CORPORATION STATUS ON ISSUED SHARES
(a) The following statement must appear conspicuously on each
share certificate issued by a statutory close corporation:
The rights of shareholders in a statutory close corporation may
differ materially from the rights of shareholdersin other corpora-
tions. Copies of the articles of incorporation and bylaws, share-
holders agreements, and other documents, any of which may
restrict transfers and affect voting and other rights, may be ob-
tained by a shareholder on written regquest to the corporation.
(b) Within a reasonable time after the issuance or transfer of un-
certificated shares, the corporation shall send to the shareholders
a written notice containing the information required by subsec-
tion (a).
(c) The notice required by this section satisfies all requirements of
this Act and of [MBCA § 6.27] that notice of share transfer re-
strictions be given.
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(d) A person claiming an interest in shares of a statutory close cor-
poration which has complied with the notice requirement of this
section isbound by the documentsreferred to in the notice. A per-
son claiming an interest in shares of a statutory close corporation
which has not complied with the notice requirement of this sec-
tion is bound by any documents of which he, or a person through
whom he claims, has knowledge or notice.

(e) A corporation shall provide to any shareholder upon his writ-
ten request and without charge copies of provisions that restrict
transfer or affect voting or other rights of shareholders appearing
in articles of incorporation, bylaws, or shareholders’ or voting
trust agreements filed with the corporation.

SECTION 11. SHARE TRANSFER PROHIBITION
(a) An interest in shares of a statutory close corporation may not
be voluntarily or involuntarily transferred, by operation of law or
otherwise, except to the extent permitted by the articles of incor-
poration or under section 12.
(b) Except to the extent the articles of incorporation provide oth-
erwise, this section does not apply to atransfer:
(1) to the corporation or to any other holder of the same class
or series of shares;
(2) to members of the shareholder’s immediate family (or to
atrust, all of whose beneficiaries are members of the share-
holder’simmediate family), which immediate family consists
of his spouse, parents, lineal descendants (including adopted
children and stepchildren) and the spouse of any lineal de-
scendant, and brothers and sisters;
(3) that has been approved in writing by al of the holders of
the corporation’s shares having general voting rights,
(4) to an executor or administrator upon the death of a share-
holder or to atrustee or receiver asthe result of a bankruptcy,
insolvency, dissolution, or similar proceeding brought by or
against a shareholder;
(5) by merger or share exchange [under MBCA ch. 11] or an
exchange of existing shares for other shares of a different
class or seriesin the corporation;
(6) by apledge as collateral for aloan that does not grant the
pledgee any voting rights possessed by the pledgor;
(7) made after termination of the corporation’s status as a
statutory close corporation.

SECTION 12. SHARE TRANSFER AFTER FIRST REFUSAL
BY CORPORATION
(a) A person desiring to transfer shares of a statutory close corpo-
ration subject to the transfer prohibition of section 11 must first
offer them to the corporation by obtaining an offer to purchase the
shares for cash from athird person who is eligible to purchase the
shares under subsection (b). The offer by the third person must be
in writing and state the offeror’s name and address, the number
and class (or series) of shares offered, the offering price per share,
and the other terms of the offer.
(b) A third person is eligible to purchase the sharesiif:
(1) heiseligible to become aqualified shareholder under any
federal or state tax statute the corporation has adopted and he
agreesin writing not to terminate his qualification without the
approval of the remaining shareholders; and
(2) hispurchase of the shareswill not impose apersonal hold-
ing company tax or similar federal or state penalty tax on the
corporation.

(c) The person desiring to transfer shares shall deliver the offer to
the corporation, and by doing so offersto sell the sharesto the cor-
poration on the terms of the offer. Within 20 days after the corpo-
ration receives the offer, the corporation shall call a special
shareholders’ meeting, to be held not more than 40 days after the
call, to decide whether the corporation should purchase all (but
not lessthan al) of the offered shares. The offer must be approved
by the affirmative vote of the holders of a majority of votes enti-
tled to be cast at the meeting, excluding votes in respect of the
shares covered by the offer.

(d) The corporation must deliver to the offering shareholder writ-
ten notice of acceptance within 75 days after receiving the offer or
the offer is rejected. If the corporation makes a counteroffer, the
shareholder must deliver to the corporation written notice of ac-
ceptance within 15 days after receiving the counteroffer or the
counteroffer isregjected. If the corporation accepts the original of-
fer or the shareholder accepts the corporation’s counteroffer, the
shareholder shall deliver to the corporation duly endorsed certifi-
cates for the shares, or instruct the corporation in writing to trans-
fer the shares if uncertificated, within 20 days after the effective
date of the notice of acceptance. The corporation may specifically
enforce the shareholder’s delivery or instruction obligation under
this subsection.

(e) A corporation accepting an offer to purchase shares under this
section may allocate some or al of the sharesto one or more of its
shareholders or to other persons if al the shareholders voting in
favor of the purchase approvetheallocation. If the corporation has
more than one class (or series) of shares, however, the remaining
holders of the class (or series) of shares being purchased are enti-
tled to afirst option to purchase the shares not purchased by the
corporation in proportion to their shareholdings or in some other
proportion agreed to by al the shareholders participating in the
purchase.

() If an offer to purchase shares under this section is rejected, the
offering shareholder, for aperiod of 120 days after the corporation
received his offer, is entitled to transfer to the third person offeror
all (but not less than all) of the offered shares in accordance with
the terms of his offer to the corporation.

SECTION 13. ATTEMPTED SHARE TRANSFER IN

BREACH OF PROHIBITION
(a) An attempt to transfer sharesin a statutory close corporationin
violation of a prohibition against transfer binding on the trans-
feree isineffective.
(b) An attempt to transfer shares in a statutory close corporation
inviolation of a prohibition against transfer that is not binding on
the transferee, either because the notice required by section 10
was not given or because the prohibition is held unenforceable by
a court, gives the corporation an option to purchase the shares
from the transferee for the same price and on the same terms that
he purchased them. To exercise its option, the corporation must
givethetransferee written notice within 30 days after they are pre-
sented for registration in the transferee’s name. The corporation
may specifically enforce the transferee’s sale obligation upon ex-
ercise of its purchase option.

SECTION 14. COMPULSORY PURCHASE OF SHARES
AFTER DEATH OF SHAREHOLDER

(a) This section, and sections 15 through 17, apply to a statutory

close corporation only if so provided in its articles of incorporation.



If these sections apply, the executor or administrator of the estate of
a deceased shareholder may require the corporation to purchase or
cause to be purchased al (but not less than all) of the decedent’s
shares or to be dissolved.

(b) The provisions of sections 15 through 17 may be modified
only if the modification is set forth or referred to in the articles of
incorporation.

(c) An amendment to the articles of incorporation to provide for
application of sections 15 through 17, or to modify or delete the
provisions of these sections, must be approved by the holders of
at least two-thirds of the votes of each class or series of shares of
the statutory close corporation, voting as separate voting groups,
whether or not otherwise entitled to vote on amendments. If the
corporation has no shareholders when the amendment is pro-
posed, it must be approved by at |east two-thirds of the subscribers
for shares, if any, or, if none, by al of the incorporators.

(d) A shareholder who votes against an amendment to modify or
delete the provisions of sections 15 through 17 is entitled to dis-
senters’ rights under [MBCA chapter 13] if the amendment upon
adoption terminates or substantially alters his existing rights un-
der these sections to have his shares purchased.

(e) A shareholder may waive his and his estate's rights under sec-
tions 15 through 17 by a signed writing.

(f) Sections 15 through 17 do not prohibit any other agreement
providing for the purchase of shares upon a shareholder’s death,
nor do they prevent a shareholder from enforcing any remedy he
has independently of these sections.

SECTION 15. EXERCISE OF COMPUL SORY PURCHASE
RIGHT
(a) A person entitled and desiring to exercise the compul sory pur-
chaseright described in section 14 must deliver awritten noticeto
the corporation, within 120 days after the death of the shareholder,
describing the number and class or series of shares beneficialy
owned by the decedent and requesting that the corporation offer
to purchase the shares.
(b) Within 20 days after the effective date of the notice, the cor-
poration shall call a special shareholders' meeting, to be held not
morethan 40 days after the call, to decide whether the corporation
should offer to purchase the shares. A purchase offer must be ap-
proved by the affirmative vote of the holders of amajority of votes
entitled to be cast at the meeting, excluding votesin respect of the
shares covered by the notice.
(c) The corporation must deliver a purchase offer to the person re-
questing it within 75 days after the effective date of the request no-
tice. A purchase offer must be accompanied by the corporation’s
balance sheet as of the end of afiscal year ending not more than
16 months before the effective date of the request notice, an in-
come statement for that year, astatement of changesin sharehold-
ers equity for that year, and the latest available interim financial
statements, if any. The person must accept the purchase offer in
writing within 15 days after receiving it or the offer is rejected.
(d) A corporation agreeing to purchase shares under this section
may allocate some or al of the shares to one or more of its share-
holders or to other personsif all the shareholders voting in favor
of the purchase offer approve the allocation. If the corporation has
more than one class or series of shares, however, the remaining
holders of the class or series of shares being purchased are enti-
tled to afirst option to purchase the shares not purchased by the
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corporation in proportion to their shareholdings or in some other
proportion agreed to by al the shareholders participating in the
purchase.

(e) If price and other terms of acompulsory purchase of sharesare
fixed or are to be determined by the articles of incorporation, by-
laws, or awritten agreement, the price and terms so fixed or de-
termined govern the compulsory purchase unless the purchaser
defaults, in which event the buyer is entitled to commence a pro-
ceeding for dissolution under section 16.

SECTION 16. COURT ACTION TO COMPEL PURCHASE

(a) If an offer to purchase shares made under section 15 isre-
jected, or if no offer is made, the person exercising the compul-
sory purchase right may commence a proceeding against the
corporation to compel the purchase in the [name or describe]
court of the county where the corporation’s principal office (or,
if nonein this state, its registered office) is located. The corpo-
ration at its expense shall notify in writing all of its sharehold-
ers, and any other person the court directs, of the
commencement of the proceeding. The jurisdiction of the court
in which the proceeding is commenced under this subsection is
plenary and exclusive.

(b) The court shall determine the fair value of the shares subject
to compulsory purchasein accordance with the standards set forth
in section 42 together with terms for the purchase. Upon making
these determinations the court shall order the corporation to pur-
chase or cause the purchase of the shares or empower the person
exercising the compulsory purchase right to have the corporation
dissolved.

(c) After the purchase order is entered, the corporation may peti-
tion the court to modify the terms of purchase and the court may
do soif it finds that changesin the financial or legal ability of the
corporation or other purchaser to complete the purchase justify a
modification.

(d) If the corporation or other purchaser does not make a payment
required by the court’s order within 30 days of its due date, the
seller may petition the court to dissolve the corporation and, ab-
sent a showing of good cause for not making the payment, the
court shall do so.

(e) A person making a payment to prevent or cure adefault by the
corporation or other purchaser is entitled to recover the payment
from the defaulter.

SECTION 17. COURT COSTSAND OTHER EXPENSES
(@) The court in a proceeding commenced under section 16 shall
determine the total costs of the proceeding, including the reason-
able compensation and expenses of appraisers appointed by the
court and of counsel and experts employed by the parties. Except
as provided in subsection (b), the court shall assess these costs
equally against the corporation and the party exercising the com-
pulsory purchase right.
(b) The court may assess all or a portion of the total costs of the
proceeding:
(1) against the person exercising the compulsory purchase
right if the court findsthat the fair value of the shares does not
substantially exceed the corporation’s last purchase offer
made before commencement of the proceeding and that the
person’sfailureto accept the offer was arbitrary, vexatious, or
otherwise not in good faith; or
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(2) against the corporation if the court findsthat the fair value of
the shares substantially exceeds the corporation’s last sale offer
made before commencement of the proceeding and that the of-
fer wasarhitrary, vexatious, or otherwise not madein good faith.

Governance

SECTION 20. SHAREHOLDER AGREEMENTS
(a) All the shareholders of astatutory close corporation may agree
inwriting to regul ate the exercise of the corporate powers and the
management of the business and affairs of the corporation or the
relationship among the shareholders of the corporation.
(b) An agreement authorized by this section is effective although:
(2) it eliminates a board of directors;
(2) it restricts the discretion or powers of the board or author-
izes director proxies or weighted voting rights;
(3) its effect is to treat the corporation as a partnership; or
(4) it creates a relationship among the shareholders or be-
tween the shareholders and the corporation that would other-
wise be appropriate only among partners.
(c) If the corporation has a board of directors, an agreement au-
thorized by this section restricting the discretion or powers of the
board relieves directors of liability imposed by law, and imposes
that liability on each person in whom the board's discretion or
power is vested, to the extent that the discretion or powers of the
board of directors are governed by the agreement.
(d) A provision eliminating aboard of directorsin an agreement au-
thorized by this section is not effective unless the articles of incor-
poration contain a statement to that effect as required by section 21.
(e) A provision entitling one or more shareholders to dissolve the
corporation under section 33 iseffective only if a statement of this
right is contained in the articles of incorporation.
(f) To amend an agreement authorized by this section, al the
shareholders must approve the amendment in writing unless the
agreement provides otherwise.
(g) Subscribersfor shares may act as shareholders with respect to
an agreement authorized by this section if shares are not issued
when the agreement was made.
(h) This section does not prohibit any other agreement between or
among shareholders in a statutory close corporation.

SECTION 21. ELIMINATION OF BOARD OF DIRECTORS
(a) A statutory close corporation may operate without a board of
directors if its articles of incorporation contain a statement to
that effect.
(b) An amendment to articles of incorporation eliminating aboard
of directors must be approved by al the shareholders of the cor-
poration, whether or not otherwise entitled to vote on amend-
ments, or if no shares have been issued, by all the subscribers for
shares, if any, or if none, by all the incorporators.
(c) While a corporation is operating without a board of directors
as authorized by subsection (a):
(2) dl corporate powers shall be exercised by or under the au-
thority of, and the business and affairs of the corporation man-
aged under the direction of, the shareholders;
(2) unlessthearticlesof incorporation provide otherwise, (i) ac-
tion requiring director approval or both director and share-
holder approval is authorized if approved by the shareholders
and (i) action requiring a majority or greater percentage vote
of the board of directors is authorized if approved by the ma-

jority or greater percentage of the votes of shareholdersentitled
to vote on the action;
(3) ashareholder isnot liable for hisact or omission, although
a director would be, unless the shareholder was entitled to
vote on the action;
(4) arequirement by a state or the United States that a docu-
ment delivered for filing contain a statement that specified ac-
tion has been taken by the board of directorsis satisfied by a
statement that the corporation is a statutory close corporation
without a board of directors and that the action was approved
by the shareholders;
(5) the shareholders by resolution may appoint one or more
shareholders to sign documents as “ designated directors.”
(d) An amendment to articles of incorporation deleting the state-
ment eliminating a board of directors must be approved by the
holders of at least two-thirds of the votes of each class or series of
shares of the corporation, voting as separate voting groups,
whether or not otherwise entitled to vote on amendments. The
amendment must also specify the number, names, and addresses
of the corporation’sdirectors or describe who will perform the du-
ties of aboard under [MBCA § 8.01].

SECTION 22. BYLAWS

(a) A statutory close corporation need not adopt bylaws if provi-
sions required by law to be contained in bylaws are contained in
either the articles of incorporation or a shareholder agreement au-
thorized by section 20.

(b) If acorporation does not have bylaws when its statutory close
corporation status terminates under section 31, the corporation
shall immediately adopt bylaws under [MBCA § 2.06].

SECTION 23. ANNUAL MEETING

(a) Theannual meeting date for astatutory close corporationisthe
first business day after May 31st unless its articles of incorpora-
tion, bylaws, or ashareholder agreement authorized by section 20
fixes a different date.

(b) A statutory close corporation need not hold an annual meeting
unless one or more shareholders deliver written notice to the cor-
poration requesting a meeting at least 30 days before the meeting
date determined under subsection (a).

SECTION 24.EXECUTION OF DOCUMENTSIN MORE
THAN ONE CAPACITY

Notwithstanding any law to the contrary, an individual who holds

more than one office in astatutory close corporation may execute,

acknowledge, or verify in more than one capacity any document

required to be executed, acknowledged, or verified by the holders

of two or more offices.

SECTION 25.LIMITED LIABILITY

The failure of a statutory close corporation to observe the usual
corporate formalities or requirementsrelating to the exercise of its
corporate powers or management of its business and affairsis not
aground for imposing personal liability on the shareholdersfor li-
abilities of the corporation.

Reorganization and Termination

SECTION 30. MERGER, SHARE EXCHANGE, AND SALE
OF ASSETS
(a) A plan of merger or share exchange:



(2) that if effected would terminate statutory close corporation
status must be approved by the holders of at |east two-thirds of
the votes of each class or series of shares of the statutory close
corporation, voting as separate voting groups, whether or not
the holders are otherwise entitled to vote on the plan;
(2) that if effected would create the surviving corporation as
astatutory close corporation must be approved by the holders
of at least two-thirds of the votes of each class or series of
shares of the surviving corporation, voting as separate voting
groups, whether or not the holders are otherwise entitled to
vote on the plan.
(b) A sale, lease, exchange, or other disposition of al or substan-
tially all of the property (with or without the good will) of a statu-
tory close corporation, if not madein the usual and regular course
of business, must be approved by the holders of at |east two-thirds
of the votes of each class or series of shares of the corporation,
voting as separate voting groups, whether or not the holders are
otherwise entitled to vote on the transaction.

SECTION 31. TERMINATION OF STATUTORY CLOSE
CORPORATION STATUS
(a) A statutory close corporation may terminateits statutory close
corporation status by amending its articles of incorporation to
delete the statement that it is a statutory close corporation. If the
statutory close corporation has elected to operate without a board
of directors under section 21, the amendment must either comply
with [MBCA 8§ 8.01] or delete the statement dispensing with the
board of directors from its articles of incorporation.
(b) An amendment terminating statutory close corporation status
must be approved by the holders of at least two-thirds of the votes
of each class or series of shares of the corporation, voting as sep-
arate voting groups, whether or not the holders are otherwise en-
titled to vote on amendments.
(c) If an amendment to terminate statutory close corporation sta-
tus is adopted, each shareholder who voted against the amend-
ment is entitled to assert dissenters’ rights under [MBCA ch. 13].

SECTION 32. EFFECT OF TERMINATION OF STATUTORY
CLOSE CORPORATION STATUS
(a) A corporation that terminates its status as a statutory close corpo-
ration is thereafter subject to al provisions of the [Model] Business
Corporation Act or, if incorporated under the [Model] Professional
Corporation Supplement, to al provisions of that Supplement.
(b) Termination of statutory close corporation status does not af-
fect any right of a shareholder or of the corporation under an
agreement or the articles of incorporation unless this Act, the
[Model] Business Corporation Act, or another law of this statein-
validates the right.

SECTION 33. SHAREHOLDER OPTION TO DISSOLVE
CORPORATION

(a) The articles of incorporation of a statutory close corporation
may authorize one or more shareholders, or the holders of a spec-
ified number or percentage of shares of any class or series, to dis-
solve the corporation at will or upon the occurrence of a specified
event or contingency. The shareholder or shareholders exercising
this authority must give written notice of the intent to dissolve to
all the other shareholders. Thirty-one days after the effective date
of the notice, the corporation shall begin to wind up and liquidate
its business and affairs and file articles of dissolution under
[MBCA sections 14.03 through 14.07].
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(b) Unless the articles of incorporation provide otherwise, an
amendment to the articles of incorporation to add, change, or
delete the authority to dissolve described in subsection (a) must be
approved by the holders of all the outstanding shares, whether or
not otherwise entitled to vote on amendments, or if no shares have
been issued, by all the subscribersfor shares, if any, or if none, by
all the incorporators.

Judicial Supervision

SECTION 40. COURT ACTION TO PROTECT
SHAREHOLDERS
(a) Subject to satisfying the conditions of subsections (c) and (d),
a shareholder of a statutory close corporation may petition the
[name or describe] court for any of the relief described in section
41, 42, or 43 if:
(2) the directors or those in control of the corporation have
acted, or are acting, or will act in amanner that isillegal, op-
pressive, fraudulent, or unfairly prejudicial to the petitioner,
whether in his capacity as shareholder, director, or officer, of
the corporation;
(2) the directors or those in control of the corporation are
deadlocked in the management of the corporation’s affairs,
the shareholders are unable to break the deadlock, and the
corporation is suffering or will suffer irreparableinjury or the
business and affairs of the corporation can no longer be con-
ducted to the advantage of the sharehol ders generally because
of the deadlock; or
(3) there exists one or more groundsfor judicial dissolution of
the corporation under [MBCA § 14.30].
(b) A shareholder must commence a proceeding under subsection
(a) in the [name or describe] court of the county where the corpo-
ration’s principal office (or, if nonein this state, its registered of-
fice) is located. The jurisdiction of the court in which the
proceeding is commenced is plenary and exclusive.
(c) If ashareholder has agreed in writing to pursue a nonjudicial
remedy to resolve disputed matters, he may not commence a pro-
ceeding under this section with respect to the matters until he has
exhausted the nonjudicial remedy.
(d) If ashareholder hasdissenters’ rightsunder thisAct or [MBCA
ch. 13] with respect to proposed corporate action, he must com-
mence a proceeding under this section before he is required to
give notice of his intent to demand payment under [MBCA
§13.21] or to demand payment under [MBCA § 13.23] or the pro-
ceeding is barred.
(e) Except as provided in subsections (c) and (d), a shareholder’s
right to commence a proceeding under this section and the reme-
dies available under sections 41 through 43 are in addition to any
other right or remedy he may have.

SECTION 41. ORDINARY RELIEF
(@) If the court finds that one or more of the grounds for relief de-
scribed in section 40(a) exist, it may order one or more of the fol-
lowing types of relief:
(2) the performance, prohibition, alteration, or setting aside of
any action of the corporation or of its shareholders, directors,
or officers of or any other party to the proceeding;
(2) the cancellation or alteration of any provision in the cor-
poration’s articles of incorporation or bylaws;
(3) the removal from office of any director or officer;
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(4) the appointment of any individual as a director or officer;
(5) an accounting with respect to any matter in dispute;
(6) the appointment of a custodian to manage the business and
affairs of the corporation;
(7) the appointment of aprovisional director (who hasall the
rights, powers, and duties of aduly elected director) to serve
for the term and under the conditions prescribed by the
court;
(8) the payment of dividends;
(9) the award of damagesto any aggrieved party.
(b) If the court finds that a party to the proceeding acted arbitrar-
ily, vexatiously, or otherwise not in good faith, it may award one
or more other parties their reasonable expenses, including coun-
sel fees and the expenses of appraisers or other experts, incurred
in the proceeding.

SECTION 42. EXTRAORDINARY RELIEF: SHARE
PURCHASE
(a) If the court finds that the ordinary relief described in section
41(a) is or would be inadequate or inappropriate, it may order the
corporation dissolved under section 43 unless the corporation or
one or more of its shareholders purchases al the shares of the
shareholder for their fair value and on terms determined under
subsection (b).
(b) If the court orders a share purchase, it shall:
(1) determine the fair value of the shares, considering among
other relevant evidence the going concern value of the corpo-
ration, any agreement among some or al of the shareholders
fixing the price or specifying aformulafor determining share
value for any purpose, the recommendations of appraisers (if
any) appointed by the court, and any legal constraints on the
corporation’s ability to purchase the shares;
(2) specify the terms of the purchase, including if appropriate
termsfor installment payments, subordination of the purchase
obligation to therights of the corporation’sother creditors, se-
curity for a deferred purchase price, and a covenant not to
compete or other restriction on the seller;
(3) require the seller to deliver al his shares to the purchaser
upon receipt of the purchase price or the first installment of
the purchase price;
(4) provide that after the seller delivers his shares he has no
further claim against the corporation, its directors, officers, or
shareholders, other than a claim to any unpaid balance of the
purchase price and a claim under any agreement with the cor-
poration or the remaining shareholders that is not terminated
by the court; and
(5) providethat if the purchaseisnot completed in accordance
with the specified terms, the corporation isto be dissolved un-
der section 43.
(c) After the purchase order is entered, any party may petition the
court to modify the terms of the purchase and the court may do so
if it finds that changes in the financial or legal ability of the cor-
poration or other purchaser to complete the purchase justify a
modification.
(d) If the corporation is dissolved because the share purchase was
not completed in accordance with the court’s order, the selling
shareholder has the same rights and prioritiesin the corporation’s
assets asif the sale had not been ordered.

SECTION 43. EXTRAORDINARY RELIEF: DISSOLUTION
(@) The court may dissolve the corporation if it finds:
(1) there are one or more grounds for judicial dissolution un-
der [MBCA §14.30]; or
(2) al other relief ordered by the court under section 41 or 42
has failed to resolve the matters in dispute.
(b) In determining whether to dissolve the corporation, the court
shall consider among other relevant evidence the financial condi-
tion of the corporation but may not refuse to dissolve solely be-
cause the corporation has accumulated earnings or current
operating profits.

Transition Provisions

SECTION 50. APPLICATION TO EXISTING
CORPORATIONS

(a) This Supplement appliesto al corporations electing statutory
close corporation status under section 3 after its effective date.
(b) [If Sec. 54 repedls an integrated close corporation statute en-
acted before this Supplement, this and additional subsections
should provide a cutoff date by which corporations qualified under
the repealed statute must elect whether to be covered by this Sup-
plement, the procedure for making the el ection, and the effect of the
election on existing agreements among shareholders. Cf. MBCA
ch. 17 and Model Professional Corporation Supplement sec. 70.]

SECTION 51. RESERVATION OF POWER TO AMEND OR
REPEAL

The [name of state legislature] has power to amend or repeal all or

part of this supplement at any time and all corporations subject to

this supplement are governed by the amendment or repeal.

SECTION 52. SAVING PROVISIONS

(a) Therepeal of a statute by this Supplement does not affect:
(2) the operation of the statute or any action taken under it be-
foreitsrepeal;
(2) any ratification, right, remedy, privilege, obligation, or li-
ability acquired, accrued, or incurred under the statute before
its repeal;
(3) any violation of the statute, or any penalty, forfeiture, or
punishment incurred because of theviolation, beforeitsrepeal;
(4) any proceeding, reorganization, or dissolution com-
menced under the statute before its repeal, and the proceed-
ing, reorganization, or dissolution may be completed in
accordance with the statute asiif it had not been repeal ed.

SECTION 53. SEVERABILITY

If any provision of this Supplement or its application to any per-
son or circumstance is held invalid by a court of competent juris-
diction, the invalidity does not affect other provisions or
applications of the Supplement that can be given effect without
theinvalid provision or application, and to this end the provisions
of the Supplement are severable.

SECTION 54. REPEAL
The following laws and parts of laws are repealed:

SECTION 55. EFFECTIVE DATE
This Supplement takes effect




