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House of Representatives

General Assembly File No. 513

January Session, 2001 Substitute House Bill No. 6890

House of Representatives, April 30, 2001

The Committee on Judiciary reported through REP. LAWLOR
of the 99th Dist., Chairperson of the Committee on the part of
the House, that the substitute bill ought to pass.

AN ACT CONCERNING BUSINESS CORPORATIONS AND
NONSTOCK CORPORATIONS.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

Section 1. Subdivision (6) of section 33-602 of the general statutes is

repealed and the following is substituted in lieu thereof:

(6) "Deliver" or "delivery" means any method of delivery used in
conventional commercial practice including delivery by hand, mail,

commercial delivery and electronic transmission.

Sec. 2. Subdivision (10) of section 33-602 of the general statutes is

repealed and the following is substituted in lieu thereof:

(10) "Electronic transmission" or "electronically transmitted" means

any process of communication not directly involving the physical

transfer of paper that is suitable for the retention, retrieval and

reproduction of information by the recipient. [and which does not

directly involve the physical transfer of paper.]
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Sec. 3. Subdivision (27) of section 33-602 of the general statutes is
repealed and the following is substituted in lieu thereof:

(27) "Sign" or 'signature" includes any manual, facsimile, [or]

conformed or electronic signature.

Sec. 4. Section 33-603 of the general statutes is repealed and the
following is substituted in lieu thereof:

(a) Notice under sections 33-600 to 33-998, inclusive, as amended by

this act, shall be in writing unless oral notice is reasonable under the
circumstances. [Written notice includes notice by electronic

transmission.] Notice by electronic transmission is written notice.

(b) Notice may be communicated in person, by mail or other
method of delivery, or by telephone, voice mail or other electronic
means. If these forms of personal notice are impracticable, notice may
be communicated by a newspaper of general circulation in the area
where published or by radio, television or other form of public
broadcast communication.

(c) Written notice by a domestic or foreign corporation to its
shareholder, if in a comprehensible form, is effective (1) upon deposit
in the United States mail, [as evidenced by the postmark,] if mailed
postage prepaid and correctly addressed to the shareholder's address
shown in the corporation's current record of shareholders, or (2) when

electronically transmitted to the shareholder in a manner authorized
by the shareholder.

(d) Written notice to a domestic or foreign corporation authorized to
transact business in this state may be addressed to its registered agent
at its registered office or to the corporation or its secretary at its
principal office shown in its most recent annual report or, in the case of
a foreign corporation that has not yet delivered an annual report, in its

application for a certificate of authority.
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(e) Except as provided in subsection (c) of this section, written

notice, if in a comprehensible form, is effective at the earliest of the
following: (1) When received; (2) five days after its deposit in the
United States mail, if mailed postage prepaid and correctly addressed;
or (3) on the date shown on the return receipt, if sent by registered or
certified mail or a commercial delivery service, return receipt

requested, and the receipt is signed by or on behalf of the addressee.

(f) Oral notice is effective when communicated if communicated in a

comprehensible manner.

(g) If sections 33-600 to 33-998, inclusive, as amended by this act,
prescribe notice requirements for particular circumstances, those

requirements govern. If a certificate of incorporation or bylaw
prescribes notice requirements, not inconsistent with this section or

other provisions of said sections, those requirements govern.

(h) In computing the period of time of any notice required or
permitted to be given by sections 33-600 to 33-998, inclusive, as

amended by this act, or under the provisions of the certificate of

incorporation or bylaws of a corporation or of a resolution of
shareholders or directors, the day on which the notice is given shall be
excluded, and the day on which the matter noticed is to occur shall be

included, in the absence of a contrary provision.

Sec. 5. Section 33-608 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) A document shall satisfy the requirements of this section, and of
any other section that adds to or varies from these requirements, to be
entitled to filing by the Secretary of the State.

(b) Sections 33-600 to 33-998, inclusive, as amended by this act, shall
require or permit filing the document in the office of the Secretary of
the State.
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(c) The document shall contain the information required by sections

33-600 to 33-998, inclusive, as amended by this act. It may contain
other information as well.

(d) The document shall be typewritten or printed or, if [authorized

by the Secretary of the State,] electronically transmitted, in a format

that can be retrieved or reproduced in typewritten or printed form.

(e) The document shall be in the English language. A corporate
name need not be in English if written in English letters or Arabic or
Roman numerals, and the certificate of existence required of foreign
corporations need not be in English if accompanied by a reasonably

authenticated English translation.

(f) The document shall be executed: (1) By the chairman of the board
of directors of a domestic or foreign corporation, by its president or by
another of its officers; (2) if directors have not been selected or the
corporation has not been formed, by an incorporator; or (3) if the
corporation is in the hands of a receiver, trustee or other court-

appointed fiduciary, by that fiduciary.

(g) The person executing [a] the document shall [, if the document is
typewritten or printed,] sign it and state beneath or opposite [his] such
person's signature [his] such person's name and the capacity in which

[he] such person signs. [or, if the document is electronically
transmitted, affirm and authenticate the execution of the document in
such manner as the Secretary of the State may prescribe as effective for
those purposes.] The document may but need not contain [: (1) The
corporate seal, (2) an attestation by the secretary or an assistant
secretary, (3) an acknowledgment, verification or proof] a corporate

seal, attestation, acknowledgment or verification.

(h) If the Secretary of the State has prescribed a mandatory form for
the document under section 33-609, the document shall be in or on the

prescribed form.
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(i) The document shall be delivered to the office of the Secretary of

the State for filing. Delivery may be made by electronic transmission if
and to the extent permitted by the Secretary of the State. If the
document is filed in typewritten or printed form and not electronically

transmitted, the Secretary of the State may require one exact or

conformed copy to be delivered with the document, except as
provided in sections 33-662 and 33-928.

(j) When the document is delivered to the office of the Secretary of

the State for filing, [the document shall be accompanied by] the correct
tiling fee, and any franchise tax, license fee or penalty required to be

paid therewith by sections 33-600 to 33-998, inclusive, as amended by

this act, or other law [, unless provision has been made for payment in

the manner prescribed] must be paid or provision for payment made

in a manner permitted by the Secretary of the State.

(k) When any document is required or permitted to be filed or
recorded as provided in sections 33-600 to 33-998, inclusive, as

amended by this act, the Secretary of the State may in [his] the

Secretary of the State's discretion, for good cause, permit a photostatic

or other photographic copy of such document to be filed or recorded in
lieu of the original instrument. Such filing or recording shall have the
same force and effect as if the original instrument had been so filed or

recorded.

Sec. 6. Subsection (a) of section 33-610 of the general statutes is

repealed and the following is substituted in lieu thereof:

(@) Except as provided in subsection (b) of this section and

subsection (c) of section 33-611, as amended by this act, a document

accepted for filing is effective: (1) At the date and time of filing, [on the
date it is filed, as evidenced by the Secretary of the State's date and
time endorsement on the original document or, when the document is
electronically transmitted, as evidenced by electronic means prescribed

by the Secretary of the State] as evidenced by such means as the
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Secretary of the State may wuse for the purpose of recording

[electronically] the date and time of filing; or (2) at the time specified in
the document as its effective time on the date it is filed.

Sec. 7. Section 33-611 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) A domestic or foreign corporation may correct a document filed
by the Secretary of the State if (1) the document [(1)] contains an

[incorrect statement or (2)] inaccuracy, (2) the document was

defectively executed, attested, sealed, verified or acknowledged, or (3)
the electronic transmission was defective.

(b) A document is corrected: (1) By preparing a certificate of
correction that (A) describes the document, including its filing date, or
attaches a copy of it to the certificate, (B) specifies the [incorrect
statement and the reason it is incorrect or the manner in which the

execution was defective] inaccuracy or defect to be corrected, and (C)

corrects the [incorrect statement or defective execution] inaccuracy or

defect; and (2) by delivering the certificate to the Secretary of the State
for filing.

(c) A certificate of correction is effective on the effective date of the
document it corrects except as to persons relying on the uncorrected
document and adversely affected by the correction. As to those

persons, a certificate of correction is effective when filed.

Sec. 8. Section 33-740 of the general statutes is repealed and the
following is substituted in lieu thereof:

[(a)] The certificate of incorporation may provide for staggering the
terms of directors by dividing the total number of directors into up to
five groups, with each group containing approximately the same
percentage of the total, as near as may be. In that event, the terms of

directors in the first group expire at the first annual shareholders'
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meeting after their election, the terms of the second group expire at the
second annual shareholders' meeting after their election, the terms of
the third group, if any, expire at the third annual shareholders'
meeting after their election, the terms of the fourth group, if any,
expire at the fourth annual shareholders' meeting after their election
and the terms of the fifth group, if any, expire at the fifth annual
shareholders' meeting after their election. At each annual shareholders'
meeting held thereafter, directors shall be chosen for a term of two
years, three years, four years or five years, as the case may be, to

succeed those whose terms expire.

[(b) If a corporation has cumulative voting pursuant to section 33-
712, this section shall apply only if there are at least three directors in
each group.]

Sec. 9. Section 33-749 of the general statutes is repealed and the
following is substituted in lieu thereof:

(@) [Unless the certificate of incorporation or a bylaw provides

otherwise] Except to the extent that the certificate of incorporation or

bylaws specifically require that action by the board of directors be

taken only at a meeting, action required or permitted by sections 33-
600 to 33-998, inclusive, as amended by this act, to be taken [at a board

of directors' meeting] by the board of directors may be taken without a

meeting if [the action is taken by all members of the board. The action
shall be evidenced by one or more written consents describing the
action taken, signed by each director, and included in the minutes or
tiled with the corporate records reflecting the action taken] each

director signs a consent describing the action taken or to be taken and

delivers it to the corporation.

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

effective date] the act of the board of directors when one or more

consents signed by all the directors are delivered to the corporation.
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The consent may specify the time at which the action taken thereunder

is to be effective. A director's consent may be withdrawn by a

revocation signed by the director and delivered to the corporation

prior to delivery to the corporation of unrevoked written consents

signed by all the directors.

(c) A consent signed under this section has the effect of action taken

at a meeting [vote] of the board of directors and may be described as

such in any document.

Sec. 10. Section 33-753 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) Unless sections 33-600 to 33-998, inclusive, as amended by this
act, the certificate of incorporation or [a bylaw provides] the bylaws

provide otherwise, a board of directors may create one or more

committees and appoint one or more members of the board of

directors to serve on [them. Each committee shall have two or more
members, who serve at the pleasure of the board of directors] any such

committee.

(b) [The] Unless sections 33-600 to 33-998, inclusive, as amended by

this act, provide otherwise, the creation of a committee and

appointment of members to it shall be approved by the greater of (1) a
majority of all the directors in office when the action is taken, or (2) the
number of directors required by the certificate of incorporation or

bylaws to take action under section 33-752.

(c) (1) In the case of a corporation with at least one hundred
shareholders which is not otherwise required to have an audit
committee under federal law or regulation or the regulation of a
national securities exchange registered under the Securities Exchange
Act of 1934, as amended, the board of directors shall, in the manner
provided in subsection (b) of this section, whether or not the bylaws

provide for such a committee, designate two or more directors to
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constitute an audit committee, at least one of whom shall be
independent, if the board of directors includes an independent
director. A director shall be deemed to be "independent" unless (A)
such director, or any spouse, parent or child of such director, or any
other corporation, firm or organization in which such director or any
such spouse, parent or child has a substantial interest, or any
combination thereof, has or at any time during the last two fiscal years
of the corporation has had one or more of the following relationships:
(i) That of officer or employee of the corporation or of any other
corporation, firm or organization which owns a ten per cent or more
debt or equity interest in the corporation or in which the corporation
owns a ten per cent or more debt or equity interest; (i) that of
ownership of ten per cent or more of the debt or equity of the
corporation; or (iii) that of a business or professional relationship with
the corporation, other than by reason of the directorship itself, where
the amount involved in all transactions which result from such
relationship during any fiscal year of the corporation exceeds forty
thousand dollars, or where the amount derived from transactions
directly between the corporation and such director or such spouse,
parent or child exceeds five per cent of such director's annual income,
or (B) such director serves as an independent director on the boards of
directors of more than five corporations. (2) The audit committee shall
perform such functions as the bylaws or a resolution of the board of
directors of the corporation may provide, except that if any such
corporation engages or proposes to engage an independent public
accountant to review the preparation of and render reports on the
financial statements of the corporation, notwithstanding any
provisions of the bylaws or such resolution, the audit committee shall
review, evaluate and advise the board of directors with respect to (A)
the proposed engagement and any succeeding engagement of the
accountant or any successor, and (B) the functions performed by the

accountant pursuant to the terms of the accountant's engagement.

(d) The provisions of sections 33-748 to 33-752, inclusive, [shall be

sHB6890 / File No. 513 9
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applicable] as amended by this act, apply both to committees of the

board and their members.

(e) To the extent specified by the board of directors or in the
certificate of incorporation or bylaws, each committee may exercise the
[authority] powers of the board of directors under section 33-735.

(f) A committee may not, however: (1) Authorize or approve

distributions, except according to a formula or method, or within

limits, prescribed by the board of directors; (2) approve or propose to

shareholders action that sections 33-600 to 33-998, inclusive, as

amended by this act, require be approved by shareholders; (3) fill

vacancies on the board of directors or, subject to subsection (h) of this

section, on any of its committees; [(4) amend the certificate of
incorporation pursuant to section 33-796; (5)] or (4) adopt, amend or
repeal bylaws. [; (6) approve a plan of merger not requiring
shareholder approval; (7) authorize or approve reacquisition of shares,
except according to a formula or method prescribed by the board of
directors; or (8) authorize or approve the issuance or sale or contract
for sale of shares, or determine the designation and relative rights,
preferences and limitations of a class or series of shares, except that the
board of directors may authorize a committee or a senior executive
officer of the corporation to do so within limits specifically prescribed
by the board of directors.]

(g) The creation of, delegation of authority to, or action by a
committee does not alone constitute compliance by a director with the

standards of conduct described in section 33-756.

(h) The board of directors may appoint one or more directors as

alternate members of any committee to replace any absent or

disqualified member during the member's absence or disqualification.

If authorized by the certificate of incorporation, the bylaws or the

resolution creating the committee, in the event of the absence or

disqualification of a member of a committee, the member or members

sHBG6890 / File No. 513 10



286
287
288

289
290

291
292
293

294
295
296
297

298
299
300
301
302

303
304

305
306

307
308
309
310
311
312
313
314

sHB6890 File No. 513

present at any meeting and not disqualified from voting, unanimously,

may appoint another director to act in place of the absent or

disqualified member.

Sec. 11. Section 33-763 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) A corporation has the [officers] offices described in its bylaws or
[appointed] designated by the board of directors in accordance with
the bylaws.

(b) [A duly appointed] The board of directors may elect individuals

to fill one or more offices of the corporation. An officer may appoint
one or more officers [or assistant officers] if authorized by the bylaws
or the board of directors.

(c) The bylaws or the board of directors shall [delegate] assign to
one of the officers responsibility for preparing the minutes of the

directors' and shareholders' meetings and for maintaining and

authenticating the records of the corporation required to be kept under

subsections (a) and (e) of section 33-945.

(d) The same individual may simultaneously hold more than one

office in a corporation.

Sec. 12. Section 33-766 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) An officer may resign at any time by delivering notice to the
corporation. A resignation is effective when the notice is delivered
unless the notice specifies a later effective [date] time. If a resignation
is made effective at a later [date] time and the [corporation] board of

directors or the appointing officer accepts the future effective [date, its

board of directors] time, the board or the appointing officer may fill

the pending vacancy before the effective [date] time if the board [of
directors] or the appointing officer provides that the successor does not

sHBG6890 / File No. 513 11
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take office until the effective [date] time.

(b) [A board of directors may remove any officer] An officer may be

removed at any time with or without cause by: (1) The board of

directors, (2) the officer who appointed such officer, unless the bylaws

provide otherwise, or (3) any other officer if authorized by the bylaws

or the board of directors.

(c) In this section, "appointing officer" means the officer, including

any successor to that officer, who appointed the officer resigning or

being removed.

Sec. 13. Subsection (c) of section 33-775 of the general statutes is

repealed and the following is substituted in lieu thereof:

(c) Authorization of indemnification shall be made in the same
manner as the determination that indemnification is permissible,
except that if there are fewer than two disinterested directors or if the

determination is made by special legal counsel, authorization of

indemnification shall be made by those entitled under subparagraph
(B) of subdivision (2) of subsection (b) of this section to select special

legal counsel.

Sec. 14. Subsection (a) of section 33-778 of the general statutes is

repealed and the following is substituted in lieu thereof:

(@ A corporation may, by a provision in its certificate of
incorporation or bylaws or in a resolution adopted or a contract
approved by its board of directors or shareholders, obligate itself in
advance of the act or omission giving rise to a proceeding to provide
indemnification in accordance with section 33-771 or advance funds to
pay for or reimburse expenses in accordance with section 33-773. Any

such obligatory provision shall be deemed to satisfy the requirements

for authorization referred to in subsection (c) of section 33-773 and

subsection (c) of section 33-775, as amended by this act. Any such

sHBG6890 / File No. 513 12



344
345
346
347
348

349
350

351
352

353
354
355
356
357
358

359
360
361

362
363
364
365
366

367
368
369
370

371
372

sHB6890 File No. 513

provision that obligates the corporation to provide indemnification to
the fullest extent permitted by law shall be deemed to obligate the
corporation to advance funds to pay for or reimburse expenses in
accordance with section 33-773 to the fullest extent permitted by law,

unless the provision specifically provides otherwise.

Sec. 15. Section 33-855 of the general statutes is repealed and the

following is substituted in lieu thereof:

As used in sections 33-855 to 33-872, inclusive, as amended by this

act:

(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 subdivision (4) of subsection (b) of section 33-856, as

amended by this act, 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.

[(1)] (3) "Corporation" means the issuer of the shares held by a
[dissenter before the corporate action or the surviving or acquiring
corporation by merger or share exchange of that issuer] shareholder

demanding appraisal and, for purposes of sections 33-862 to 33-872, as

amended by this act, includes the surviving entity in a merger.

[(2) "Dissenter" means a shareholder who is entitled to dissent from
corporate action under section 33-856 and who exercises that right
when and in the manner required by sections 33-860 to 33-868,

inclusive.]

[(3)] (4) "Fair value" [, with respect to a dissenter's shares,] means

the value of the corporation's shares [immediately] determined: (A)

sHBG6890 / File No. 513 13



373
374
375
376
377
378
379
380
381

382
383
384
385
386
387

388
389
390

391
392
393
394

395
396
397

398
399
400

401

sHB6890 File No. 513

Immediately before the effectuation of the corporate action to which
the [dissenter objects, excluding any appreciation or depreciation in

anticipation of the corporate action] shareholder objects, (B) using

customary and current valuation concepts and techniques generally

employved for similar businesses in the context of the transaction

requiring appraisal, and (C) without discounting for lack of

marketability or minority status except, if appropriate, for

amendments to the certificate of incorporation pursuant to subdivision

(5) of subsection (a) of section 33-856, as amended by this act.

[4)] (5) "Interest" means interest from the effective date of the
corporate action until the date of payment, at the [average rate
currently paid by the corporation on its principal bank loans or, if
none, at a rate that is fair and equitable under all the circumstances]

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.

[5)] (7) "Record shareholder" means the person in whose name
shares are registered in the records of [a] the corporation or the
beneficial owner of shares to the extent of the rights granted by a

nominee certificate on file with [a] the corporation.

[(6) "Beneficial shareholder" means the person who is a beneficial

owner of shares held in a voting trust or by a nominee as the record
shareholder.]

(8) "Senior executive" means the chief executive officer, chief

operating officer, chief financial officer and any individual in charge of

a principal business unit or function.

[(7)] (9) "Shareholder" means [the] both a record shareholder [or the]

sHBG6890 / File No. 513 14
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and a beneficial shareholder.

Sec. 16. Section 33-856 of the general statutes is repealed and the

following is substituted in lieu thereof:

(a) A shareholder is entitled to [dissent from, and] appraisal rights,

and to obtain payment of the fair value of [his] that shareholder's

shares, in the event of [,] any of the following corporate actions:

(1) Consummation of a [plan of] merger to which the corporation is
a party (A) if shareholder approval is required for the merger by
section 33-817 [or the certificate of incorporation] and the shareholder

is entitled to vote on the merger, except that appraisal rights shall not

be available to any shareholder of the corporation with respect to

shares of anvy class or series that remain outstanding after

consummation of the merger, or (B) if the corporation is a subsidiary

[that is merged with its parent under] and the merger is governed by
section 33-818;

(2) Consummation of a [plan of] 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 [plan] 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 [sale or exchange of all, or substantially all,
of the property of the corporation other than in the usual and regular
course of business, if the shareholder is entitled to vote on the sale or
exchange, including a sale in dissolution, but not including a sale
pursuant to court order or a sale for cash pursuant to a plan by which
all or substantially all of the net proceeds of the sale will be distributed

to the shareholders within one year after the date of sale] disposition of

assets pursuant to section 33-831 if the shareholder is entitled to vote

on the disposition;

sHBG6890 / File No. 513 15
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(4) An amendment of the certificate of incorporation with respect to

a class or series of shares that [materially and adversely affects rights

in respect of a dissenter's shares because it: (A) Alters or abolishes a
preferential right of the shares; (B) creates, alters or abolishes a right in
respect of redemption, including a provision respecting a sinking fund
for the redemption or repurchase, of the shares; (C) alters or abolishes
a preemptive right of the holder of the shares to acquire shares or other
securities; (D) excludes or limits the right of the shares to vote on any
matter, or to cumulate votes, other than a limitation by dilution
through issuance of shares or other securities with similar voting

rights; or (E)] 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; [is to

be acquired for cash under section 33-668;] or

(5) Any [corporate action taken pursuant to a shareholder vote to
the extent the certificate of incorporation, bylaws or a resolution of the
board of directors provides that voting or nonvoting shareholders are

entitled to dissent and obtain payment for their shares] other merger,

share exchange, disposition of assets or amendment to the certificate of

incorporation to the extent provided by the certificate of incorporation,

the bylaws or a resolution of the board of directors.

(b) Notwithstanding subsection (a) of this section, the availability of

appraisal rights under subdivisions (1), (2), (3) and (4) of subsection (a)

of this section 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: (A) 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 (B) not so listed or

designated but has at least two thousand shareholders and the
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outstanding shares of such class or series has a market value of at least

twenty million dollars, exclusive of the value of such shares held by its

subsidiaries, senior executives, directors and beneficial shareholders

owning more than ten per cent of such shares.

(2) The applicability of subdivision (1) of this subsection shall be
determined as of: (A) 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 requiring appraisal

rights; or (B) the day before the effective date of such corporate action

if there is no meeting of shareholders.

(3) Subdivision (1) of this subsection shall not be applicable and

appraisal rights shall be available pursuant to subsection (a) of this

section 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 subdivision (1)

of this subsection at the time the corporate action becomes effective.

(4) Subdivision (1) of this subsection shall not be applicable and

appraisal rights shall be available pursuant to subsection (a) of this

section for the holders of any class or series of shares where:

(A) 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:

(i) 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 twenty per cent 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
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was made within one vear 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

(i) Directly or indirectly has, or at any time in the one-year period

immediately preceding approval by the board of directors of the

corporate action requiring appraisal rights had, the power,

contractually or otherwise, to cause the appointment or election of

twenty-five per cent or more of the directors to the board of directors

of the corporation; or

(B) Anv 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 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:

(i) Employment, consulting, retirement or similar benefits

established separately and not as part of or in contemplation of the

corporate action; or

(i) 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 33-783; or

(iii) In the case of a director of the corporation who will, in the

corporate action, become a director of the acquiring entity in the
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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 subdivision (4) of this subsection, "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 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.

(c) Notwithstanding any other provision of this section, the

certificate 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 certificate 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 vyear of that date if such action

would otherwise afford appraisal rights.
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[(b)] (d) Where the right to be paid the value of shares is made
available to a shareholder by this section, such remedy shall be [his]
the exclusive remedy as holder of such shares against the corporate
transactions described in this section, whether or not [he] the
shareholder proceeds as provided in sections 33-855 to 33-872,
inclusive, as amended by this act.

Sec. 17. Section 33-857 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) A record shareholder may assert [dissenters'] appraisal rights as
to fewer than all the shares registered in [his name only if he dissents
with respect to all shares beneficially owned by any one person] 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 [person]

beneficial shareholder on whose behalf [he asserts dissenters' rights]

appraisal rights are being asserted. The rights of a [partial dissenter]

record shareholder who asserts appraisal rights for only part of the

shares held of record in the record shareholder's name under this

subsection [are] shall be determined as if the shares as to which [he

dissents and his] 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 [dissenters'] appraisal rights
as to shares of any class or series held on [his] behalf of the shareholder

only if such shareholder: (1) [He submits] Submits to the corporation

the record shareholder's written consent to the [dissent not later than
the time the beneficial shareholder asserts dissenters' rights] assertion

of such rights no later than the date referred to in subparagraph (B) of

subdivision (2) of subsection (b) of section 33-862, as amended by this

act; and (2) [he] does so with respect to all shares of [which he is the
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beneficial shareholder or over which he has power to direct the vote]

the class or series that are beneficially owned by the beneficial
shareholder.

Sec. 18. Section 33-860 of the general statutes is repealed and the
following is substituted in lieu thereof:

(a) If proposed corporate action [creating dissenters' rights under
section 33-856 is] described in subsection (a) of section 33-856, as

amended by this act, is to be submitted to a vote at a shareholders'

meeting, the meeting notice shall state that the corporation has

concluded that shareholders are, are not or may be entitled to assert
[dissenters'] appraisal rights under sections 33-855 to 33-872, inclusive,
as amended by this act. [[ and be accompanied by a copy of said

sections.] If the corporation concludes that appraisal rights are or may

be available, a copy of sections 33-855 to 33-872, inclusive, as amended

by this act, must accompany the meeting notice sent to those record

shareholders entitled to exercise appraisal rights.

[(b) If corporate action creating dissenters' rights under section 33-
856 is taken without a vote of shareholders, the corporation shall notify
in writing all shareholders entitled to assert dissenters' rights that the

action was taken and send them the dissenters' notice described in
section 33-862.]

(b) In a merger pursuant to section 33-818, 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 davys after the corporate

action became effective and include the materials described in section
33-862, as amended by this act.

Sec. 19. Section 33-861 of the general statutes is repealed and the
following is substituted in lieu thereof:
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(@) If proposed corporate action [creating dissenters'] requiring

appraisal rights under section 33-856, as amended by this act, is
submitted to a vote at a shareholders' meeting, a shareholder who

wishes to assert [dissenters' rights (1) shall] 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 [his] the
shareholder's intent to demand payment [for his shares] if the
proposed action is effectuated, and (2) [shall not vote his shares] 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) of this section is not entitled to payment [for his shares]
under sections 33-855 to 33-872, inclusive, as amended by this act.

Sec. 20. Section 33-862 of the general statutes is repealed and the
following is substituted in lieu thereof:

(a) If proposed corporate action [creating dissenters' rights under
section 33-856 is authorized at a shareholders' meeting, the corporation

shall deliver a written dissenters' notice] requiring appraisal rights

under subsection (a) of section 33-856, as amended by this act, becomes

effective, the corporation must deliver a written appraisal notice and

form required by subdivision (1) of subsection (b) of this section to all

shareholders who satisfied the requirements of section 33-861, as

amended by this act. In the case of a merger under section 33-818, the

parent must deliver a written appraisal notice and form to all record

shareholders who may be entitled to assert appraisal rights.

(b) The [dissenters'] appraisal notice shall be sent no earlier than the

date the corporate action became effective and no later than ten days

after [the corporate action was taken] such date and shall:

[(1) State where the payment demand must be sent and where and

when certificates for certificated shares must be deposited;
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(2) Inform holders of uncertificated shares to what extent transfer of

the shares will be restricted after the payment demand is received;

(3) Supply a form for demanding payment that includes the date of
the first announcement to news media or to shareholders of the terms
of the proposed corporate action and requires that the person asserting
dissenters' rights certify whether or not he acquired beneficial

ownership of the shares before that date;

(4) Set a date by which the corporation must receive the payment
demand, which date may not be fewer than thirty nor more than sixty
days after the date the subsection (a) of this section notice is delivered;
and]

(1) Supply a form that specifies the date of the first announcement to

shareholders of the principal terms of the proposed corporate action

and requires the shareholder asserting appraisal rights to certify (A)

whether or not those shares for which appraisal rights are asserted
were acquired before that date, and (B) that the shareholder did not

vote for the transaction;

(2) State:

(A) Where the form must be sent and where certificates for

certificated shares must be deposited and the date by which those

certificates must be deposited, which date may not be earlier than the

date for receiving the required form under subparagraph (B) of this

subdivision;

(B) A date by which the corporation must receive the form which

date mavy not be fewer than forty nor more than sixty days after the

date the appraisal notice and form under subsection (a) of this section

are sent, and state that the shareholder shall have waived the right to

demand appraisal with respect to the shares unless the form is

received by the corporation by such specified date;
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(C) The corporation's estimate of the fair value of the shares;

(D) That, if requested in writing, the corporation will provide, to the

shareholder so requesting, within ten days after the date specified in

subparagraph (B) of this subdivision, the number of shareholders who

return the forms by the specified date and the total number of shares

owned by them; and

(E) The date by which the notice to withdraw under section 33-863,

as amended by this act, must be received, which date must be within

twenty davs after the date specified in subparagraph (B) of this

subdivision; and

[(5)] (3) Be accompanied by a copy of sections 33-855 to 33-872,
inclusive, as amended by this act.

Sec. 21. Section 33-863 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) A shareholder [sent a dissenters' notice described in section 33-

862 must demand payment, certify whether he] who receives notice

pursuant to section 33-862, as amended by this act, 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 [dissenters'] notice pursuant to subdivision [(3)] (1) of
subsection (b) of said section. [and deposit his certificates in

accordance with the terms of the notice.] If a shareholder fails to make

this certification, the corporation may elect to treat the shareholder's

shares as after-acquired shares under section 33-867, as amended by

this act. In addition, a shareholder who wishes to exercise appraisal

rights must execute and return the form and, in the case of certificated

shares, deposit the shareholder's certificates in accordance with the

terms of the notice by the date referred to in the notice pursuant to

subparagraph (B) of subdivision (2) of subsection (b) of section 33-862,
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as amended by this act. Once a shareholder deposits the shareholder's

certificates or, in the case of uncertificated shares, returns the executed

forms, the shareholder loses all rights as a shareholder, unless the

shareholder withdraws pursuant to subsection (b) of this section.

[(b) The shareholder who demands payment and deposits his share
certificates under subsection (a) of this section retains all other rights of
a shareholder until these rights are cancelled or modified by the taking

of the proposed corporate action.

(c) A shareholder who does not demand payment or deposit his
share certificates where required, each by the date set in the dissenters'
notice, is not entitled to payment for his shares under sections 33-855
to 33-872, inclusive.]

(b) A shareholder who has complied with subsection (a) of this

section may nevertheless decline to exercise appraisal rights and

withdraw from the appraisal process by so notifying the corporation in

writing by the date set forth in the appraisal notice pursuant to

subparagraph (E) of subdivision (2) of subsection (b) of section 33-862,

as amended by this act. A shareholder who fails to so withdraw from

the appraisal process may not thereafter withdraw without the

corporation's written consent.

(c) A shareholder who does not execute and return the form and, in

the case of certificated shares, deposit the shareholder's share

certificates where required, each by the date set forth in the notice

described in subsection (b) of section 33-862, as amended by this act,
shall not be entitled to payment under sections 33-855 to 33-872,

inclusive, as amended by this act.

Sec. 22. Section 33-865 of the general statutes is repealed and the

following is substituted in lieu thereof:

(a) Except as provided in section 33-867, [as soon as the proposed
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corporate action is taken, or upon receipt of a payment demand,] as

amended by this act, within thirty days after the form required by

subparagraph (B) of subdivision (2) of subsection (b) of section 33-862,

as_amended by this act, is due the corporation shall pay [each

dissenter] in cash to those shareholders who complied with subsection
(@) of section 33-863, as amended by this act, the amount the

corporation estimates to be the fair value of [his] their shares, plus

[accrued] interest.

(b) The payment to each shareholder pursuant to subsection (a) of

this section shall be accompanied by:

(1) [The corporation's] Financial statements of the corporation that

issued the shares to be appraised, consisting of a balance sheet as of

the end of a fiscal year ending not more than sixteen months before the
date of payment, an income statement for that year, a statement of
changes in shareholders' equity for that year and the latest available

interim financial statements, if any;

[(2) a statement of the corporation's estimate of the fair value of the
shares; (3) an explanation of how the interest was calculated; (4) a
statement of the dissenter's right to demand payment under section 33-
868; and (5) a copy of sections 33-855 to 33-872, inclusive.]

(2) A statement of the corporation's estimate of the fair value of the

shares which estimate must equal or exceed the corporation's estimate

given pursuant to subparagraph (C) of subdivision (2) of subsection (b)

of section 33-862, as amended by this act; and

(3) A statement that shareholders described in subsection (a) of this

section have the right to demand further payment under section 33-

868, as amended by this act, and that if any such shareholder does not

do so within the time period specified therein, such shareholder shall

be deemed to have accepted such payment in full satisfaction of the

corporation's obligations under sections 33-855 to 33-872, as amended

sHBG6890 / File No. 513 26



762

763
764

765
766
767
768
769
770
771
772
773

774
775
776
777
778
779
780
781

782
783
784
785
786

787
788

789
790

sHB6890 File No. 513

by this act.

Sec. 23. Section 33-867 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) A corporation may elect to withhold payment required by

section 33-865, as amended by this act, from [a dissenter unless he was

the beneficial owner of the shares] 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 [dissenters' notice as the date of the first announcement to news
media or to shareholders of the terms of the proposed corporate
action] appraisal notice sent pursuant to subdivision (1) of subsection
(b) of section 33-862, as amended by this act.

[(b) To the extent the corporation elects to withhold payment under
subsection (a) of this section, after taking the proposed corporate
action, it shall estimate the fair value of the shares, plus accrued
interest, and shall pay this amount to each dissenter who agrees to
accept it in full satisfaction of his demand. The corporation shall send
with its offer a statement of its estimate of the fair value of the shares,
an explanation of how the interest was calculated and a statement of

the dissenter's right to demand payment under section 33-868.]

(b) If the corporation elected to withhold payment under subsection

(a) of this section, it must, within thirty days after the form required by

subparagraph (B) of subdivision (2) of subsection (b) of section 33-862,

as amended by this act, is due, notify all shareholders who are

described in subsection (a) of this section:

(1) Of the information required by subdivision (1) of subsection (b)

of section 33-865, as amended by this act;

(2) Of the corporation's estimate of fair value pursuant to

subdivision (2) of subsection (b) of section 33-865, as amended by this
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act;

(3) That such shareholders may accept the corporation's estimate of

fair value, plus interest, in full satisfaction of their demands or demand

payment under section 33-868, as amended by this act;

(4) That those shareholders who wish to accept such offer must so

notify the corporation of their acceptance of the corporation's offer

within thirty days after receiving the offer; and

(5) That those shareholders who do not satisfy the requirements for

demanding payment under section 33-868, as amended by this act,

shall be deemed to have accepted the corporation's offer.

(c) Within ten days after receiving the shareholder's acceptance

pursuant to subsection (b) of this section, the corporation must pay in

cash the amount it offered under subdivision (2) of subsection (b) of

this section to each shareholder who agreed to accept the corporation's

offer in full satisfaction of the shareholder's demand.

(d) Within forty days after sending the notice described in

subsection (b) of this section, the corporation must pay in cash the

amount it offered to pay under subdivision (2) of subsection (b) of this

section to each shareholder described in subdivision (5) of subsection
(b) of this section.

Sec. 24. Section 33-868 of the general statutes is repealed and the

following is substituted in lieu thereof:

[(a) A dissenter may notify the corporation in writing of his own
estimate of the fair value of his shares and amount of interest due, and
demand payment of his estimate, less any payment under section 33-
865, or reject the corporation's offer under section 33-867 and demand

payment of the fair value of his shares and interest due, if:

(1) The dissenter believes that the amount paid under section 33-865
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or offered under section 33-867 is less than the fair value of his shares

or that the interest due is incorrectly calculated;

(2) The corporation fails to make payment under section 33-865

within sixty days after the date set for demanding payment; or

(3) The corporation, having failed to take the proposed action, does
not return the deposited certificates or release the transfer restrictions
imposed on uncertificated shares within sixty days after the date set

for demanding payment.

(b) A dissenter waives his right to demand payment under this
section unless he notifies the corporation of his demand in writing
under subsection (a) of this section within thirty days after the

corporation made or offered payment for his shares.]

(a) A shareholder paid pursuant to section 33-865, as amended by

this act, who is dissatisfied with the amount of the payment must

notify the corporation in writing of the shareholder's estimate of the

fair value of the shares and demand payment of that estimate, plus

interest, less any payment under section 33-865, as amended by this

act. A shareholder offered payment under section 33-867, as amended

by this act, 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.

(b) A shareholder who fails to notify the corporation in writing of

the shareholder's demand to be paid the shareholder's stated estimate

of the fair value of the shares plus interest under subsection (a) of this

section within thirty days after receiving the corporation's payment

under section 33-865, as amended by this act, or offer of payment

under section 33-867, as amended by this act, waives the right to

demand payment under this section and shall be entitled only to the

payment made under section 33-865, as amended by this act, or the

payment offered under section 33-867, as amended by this act.
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Sec. 25. Section 33-871 of the general statutes is repealed and the
following is substituted in lieu thereof:

(a) If a shareholder makes demand for payment under section 33-

868, as amended by this act, which remains unsettled, the corporation

shall commence a proceeding within sixty 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 sixty-day period, it shall pay [each dissenter
whose demand remains unsettled the amount demanded] in cash to

each shareholder the amount the shareholder demanded pursuant to

section 33-868, as amended by this act, plus interest.

(b) The corporation shall commence the proceeding in the superior
court for the judicial district where a corporation's principal office or, if

none, its registered office in this state [, its registered office] is located.

If the corporation is a foreign corporation without a registered office in
this state, it shall commence the proceeding in the superior court for

the judicial district where the principal office or registered office of the

domestic corporation that merged with [or whose shares were

acquired by] the foreign corporation was located at the time of the

transaction.

(c) The corporation shall make all [dissenters] shareholders, whether
or not residents of this state, whose demands remain unsettled parties
to the proceeding as in an action against their shares and all parties
must be served with a copy of the petition. Nonresidents may be
served by registered or certified mail or by publication as provided by
law.

(d) The jurisdiction of the court in which the proceeding is
commenced under subsection (b) of this section is plenary and
exclusive. The court may appoint one or more persons as appraisers to
receive evidence and recommend a decision on the question of fair

value. The appraisers shall have the powers described in the order
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appointing them, or in any amendment to it. The [dissenters]

shareholders demanding appraisal rights are entitled to the same

discovery rights as parties in other civil proceedings. There shall be no

right to a jury trial.

(e) Each [dissenter] shareholder made a party to the proceeding is
entitled to judgment (1) for the amount, if any, by which the court

finds the fair value of [his] the shareholder's shares, plus interest,

exceeds the amount paid by the corporation to the shareholder for

such shares, or (2) for the fair value, plus [accrued] interest, of [his

after-acquired] the shareholder's shares for which the corporation

elected to withhold payment under section 33-867, as amended by this

act.

Sec. 26. Section 33-872 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) The court in an appraisal proceeding commenced under section
33-871, as amended by this act, 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 [dissenters] shareholders demanding appraisal, in

amounts the court finds equitable, to the extent the court finds [the

dissenters] such shareholders acted arbitrarily, vexatiously or not in

good faith [in demanding payment under section 33-868] with respect
to_the rights provided by sections 33-855 to 33-872, inclusive, as

amended by this act.

(b) The court in an appraisal proceeding may also assess the fees

and expenses of counsel and experts for the respective parties, in
amounts the court finds equitable: (1) Against the corporation and in

favor of any or all [dissenters] shareholders demanding appraisal if the

court finds the corporation did not substantially comply with the

requirements of sections 33-860 to 33-868, inclusive, as amended by
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this act; or (2) against either the corporation or a [dissenter]

shareholder demanding appraisal, in favor of any other party, if the

court finds that the party against whom the fees and expenses are
assessed acted arbitrarily, vexatiously or not in good faith with respect
to the rights provided by sections 33-855 to 33-872, inclusive, as
amended by this act.

(c) If the court in an appraisal proceeding finds that the services of

counsel for any [dissenter] shareholder were of substantial benefit to
other [dissenters] shareholders similarly situated, and that the fees for
those services should not be assessed against the corporation, the court
may award to [these] such counsel reasonable fees to be paid out of the

amounts awarded the [dissenters] shareholders who were benefited.

(d) To the extent the corporation fails to make a required payment

pursuant to section 33-865, as amended by this act, 33-867, as amended

by this act, or 33-868, as amended by this act, the shareholder may sue

directly for the amount owed and, to the extent successful, shall be

entitled to recover from the corporation all costs and expenses of the

suit, including counsel fees.

Sec. 27. Section 33-947 of the general statutes is repealed and the
following is substituted in lieu thereof:

(a) A shareholder's agent or attorney has the same inspection and

copying rights as the shareholder [he represents] represented.

(b) The right to copy records under section 33-946 includes, if
reasonable, the right to receive copies [made by photographic,] by
xerographic or other means, including copies through an electronic

transmission if available and so requested by the shareholder.

(c) The corporation may comply at its expense with a shareholder's

demand to inspect the record of shareholders under subdivision (3) of

subsection (b) of section 33-946 by providing the shareholder with a
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list of shareholders that was compiled no earlier than the date of the

shareholder's demand.

[(c)] (d) The corporation may impose a reasonable charge, covering
the costs of labor and material, for copies of any documents provided
to the shareholder. The charge may not exceed the estimated cost of

production, [or] reproduction or transmission of the records.

[(d) The corporation may comply with a shareholder's demand to
inspect the record of shareholders under subdivision (3) of subsection
(b) of section 33-946 by providing him with a list of its shareholders
that was compiled no earlier than the date of the shareholder's

demand.]

Sec. 28. (NEW) (a) A director of a corporation is entitled to inspect
and copy the books, records and documents of the corporation at any
reasonable time to the extent reasonably related to the performance of
the director's duties as a director, including duties as a member of a
committee, but not for any other purpose or in any manner that would

violate any duty to the corporation.

(b) The superior court for the judicial district where the
corporation's principal office or, if none in this state, its registered
office is located may order inspection and copying of the books,
records and documents at the corporation's expense, upon application
of a director who has been refused such inspection rights, unless the
corporation establishes that the director is not entitled to such
inspection rights. The court shall dispose of an application under this

subsection on an expedited basis.

(c) If an order is issued, the court may include provisions protecting
the corporation from undue burden or expense, and prohibiting the
director from using information obtained upon exercise of the
inspection rights in a manner that would violate a duty to the

corporation, and may also order the corporation to reimburse the
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director for the director's costs, including reasonable counsel fees,

incurred in connection with the application.

Sec. 29. (NEW) (a) Whenever notice is required to be given under
any provision of sections 33-600 to 33-998, inclusive, of the general
statutes, as amended by this act, to any shareholder, such notice shall

not be required to be given if:

(1) Notice of two consecutive annual meetings, and all notices of
meetings during the period between such two consecutive annual
meetings, have been sent to such shareholder at such shareholder's
address as shown on the records of the corporation and have been

returned undeliverable; or

(2) All, but not less than two, payments of dividends on securities
during a twelve-month period, or two consecutive payments of
dividends on securities during a period of more than twelve months,
have been sent to such shareholder at such shareholder's address as
shown on the records of the corporation and have been returned

undeliverable.

(b) If any such shareholder delivers to the corporation a written
notice setting forth such shareholder's current address, the
requirement that notice be given to such shareholder shall be
reinstated.

Sec. 30. Subdivision (9) of section 33-1002 of the general statutes is

repealed and the following is substituted in lieu thereof:

(9) "Deliver" or "delivery" means any method of delivery used in
conventional commercial practice including delivery by hand, mail,

commercial delivery and electronic transmission.

Sec. 31. Subdivision (13) of section 33-1002 of the general statutes is

repealed and the following is substituted in lieu thereof:
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(13) "Electronic transmission" or "electronically transmitted" means

any process of communication not directly involving the physical

transfer of paper that is suitable for the retention, retrieval and

reproduction of information by the recipient. [and which does not
directly involve the physical transfer of paper.]

Sec. 32. Subdivision (29) of section 33-1002 of the general statutes is

repealed and the following is substituted in lieu thereof:

(29) "Sign" or 'signature" includes any manual, facsimile, [or]

conformed or electronic signature.

Sec. 33. Section 33-1003 of the general statutes is repealed and the
following is substituted in lieu thereof:

(@) Notice under sections 33-1000 to 33-1290, inclusive, as amended
by this act, shall be in writing unless oral notice is reasonable under the
circumstances. [Written notice includes notice by electronic

transmission.] Notice by electronic transmission is written notice.

(b) Notice may be communicated in person, by mail or other
method of delivery, or by telephone, voice mail or other electronic
means. If these forms of personal notice are impracticable, notice may
be communicated by a newspaper of general circulation in the area
where published, or by radio, television or other form of public
broadcast communication.

(c) Written notice by a domestic or foreign corporation to its
member, if in a comprehensible form, is effective (1) upon deposit in
the United States mail, [as evidenced by the postmark,] if mailed
postage prepaid and correctly addressed to the member's address
shown in the corporation's current record of members, or (2) when
electronically transmitted to the member in a manner authorized by
the member.

(d) Written notice to a domestic or foreign corporation authorized to
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conduct affairs in this state may be addressed to its registered agent at
its registered office or to the corporation or its secretary at its principal
office shown in its most recent annual report or, in the case of a foreign
corporation that has not yet delivered an annual report, in its

application for a certificate of authority.

(e) Except as provided in subsection (c), written notice, if in a
comprehensible form, is effective at the earliest of the following: (1)
When received; (2) five days after its deposit in the United States mail,
if mailed postage prepaid and correctly addressed; or (3) on the date
shown on the return receipt, if sent by registered or certified mail or a
commercial delivery service, return receipt requested, and the receipt
is signed by or on behalf of the addressee.

(f) Oral notice is effective when communicated if communicated in a

comprehensible manner.

(g) If sections 33-1000 to 33-1290, inclusive, as amended by this act,

prescribe notice requirements for particular circumstances, those

requirements govern. If a certificate of incorporation or bylaw
prescribes notice requirements, not inconsistent with this section or

other provisions of said sections, those requirements govern.

(h) In computing the period of time of any notice required or
permitted to be given by sections 33-1000 to 33-1290, inclusive, as
amended by this act, or under the provisions of the certificate of

incorporation or bylaws of a corporation or of a resolution of members
or directors, the day on which the notice is given shall be excluded,
and the day on which the matter noticed is to occur shall be included,

in the absence of a contrary provision.

Sec. 34. Section 33-1004 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) A document shall satisfy the requirements of this section, and of
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any other section that adds to or varies from these requirements, to be
entitled to filing by the Secretary of the State.

(b) Sections 33-1000 to 33-1290, inclusive, as amended by this act,
shall require or permit filing the document in the office of the Secretary
of the State.

(c) The document shall contain the information required by sections
33-1000 to 33-1290, inclusive, as amended by this act. It may contain

other information as well.

(d) The document shall be typewritten or printed or, if [authorized

by the Secretary of the State,] electronically transmitted, in a format

that can be retrieved or reproduced in typewritten or printed form.

(e) The document shall be in the English language. A corporate
name need not be in English if written in English letters or Arabic or
Roman numerals, and the certificate of existence required of foreign
corporations need not be in English if accompanied by a reasonably

authenticated English translation.

(f) The document shall be executed: (1) By the chairman of the board
of directors of a domestic or foreign corporation, by its president or by
another of its officers; (2) if directors have not been selected or the
corporation has not been formed, by an incorporator; or (3) if the
corporation is in the hands of a receiver, trustee or other court-

appointed fiduciary, by that fiduciary.

(g) The person executing [a] the document shall [, if the document is
typewritten or printed,] sign it and state beneath or opposite [his] such

person's signature [his] such person's name and the capacity in which

[he] such person signs. [or, if the document is electronically
transmitted, affirm and authenticate the execution of the document in
such manner as the Secretary of the State may prescribe as effective for

those purposes.] The document may but need not contain [: (1) The
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corporate seal, (2) an attestation by the secretary or an assistant
secretary, (3) an acknowledgment, verification or proof] a corporate
seal, attestation, acknowledgment or verification.

(h) If the Secretary of the State has prescribed a mandatory form for
the document under section 33-1005, the document shall be in or on

the prescribed form.

(i) The document shall be delivered to the office of the Secretary of
the State for filing. Delivery may be made by electronic transmission if
and to the extent permitted by the Secretary of the State. If the

document is filed in typewritten or printed form and not electronically

transmitted, the Secretary of the State may require one exact or

conformed copy to be delivered with the document, except as
provided in sections 33-1052 and 33-1218.

(j) When the document is delivered to the office of the Secretary of

the State for filing, [the document shall be accompanied by] the correct
tiling fee, and any franchise tax, license fee or penalty required to be
paid therewith by sections 33-1000 to 33-1290, inclusive, as amended
by this act, or other law, [unless provision has been made for payment

in the manner prescribed] must be paid or provision for payment

made in a manner permitted by the Secretary of the State.

(k) When any document is required or permitted to be filed or
recorded as provided in sections 33-1000 to 33-1290, inclusive, as
amended by this act, the Secretary of the State may in [his] the

Secretary of the State's discretion, for good cause, permit a photostatic

or other photographic copy of such document to be filed or recorded in
lieu of the original instrument. Such filing or recording shall have the
same force and effect as if the original instrument had been so filed or
recorded.

Sec. 35. Subsection (a) of section 33-1006 of the general statutes is

repealed and the following is substituted in lieu thereof:
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(@) Except as provided in subsection (b) of this section and

subsection (c) of section 33-1007, as amended by this act, a document
accepted for filing is effective: (1) At the date and time of filing, [on the
date it is filed, as evidenced by the Secretary of the State's date and
time endorsement on the original document or, when the document is
electronically transmitted, as evidenced by electronic means prescribed
by the Secretary of the State] as evidenced by such means as the

Secretary of the State may wuse for the purpose of recording

[electronically] the date and time of filing; or (2) at the time specified in
the document as its effective time on the date it is filed.

Sec. 36. Section 33-1007 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) A domestic or foreign corporation may correct a document filed
by the Secretary of the State if (1) the document [(1)] contains an
[incorrect statement or (2)] inaccuracy, (2) the document was

defectively executed, attested, sealed, verified or acknowledged, or (3)
the electronic transmission was defective.

(b) A document is corrected: (1) By preparing a certificate of
correction that (A) describes the document, including its filing date, or
attaches a copy of it to the certificate, (B) specifies the [incorrect
statement and the reason it is incorrect or the manner in which the

execution was defective] inaccuracy or defect to be corrected, and (C)

corrects the [incorrect statement or defective execution] inaccuracy or

defect; and (2) by delivering the certificate of correction to the

Secretary of the State for filing.

(c) A certificate of correction is effective on the effective date of the
document it corrects except as to persons relying on the uncorrected
document and adversely affected by the correction. As to those

persons, a certificate of correction is effective when filed.

Sec. 37. Section 33-1086 of the general statutes is repealed and the
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following is substituted in lieu thereof:

[(a)] The certificate of incorporation may provide for staggering the
terms of directors, other than ex-officio directors, by dividing the total
number of directors, other than ex-officio directors, into up to five
groups, with each group containing approximately the same
percentage of the total, as near as may be. In that event, the terms of
directors in the first group expire at the first annual meeting of
members or, in the case of a corporation without members entitled to
vote for directors, at the first annual meeting of the board of directors,
after their election, the terms of the second group expire at the second
such annual meeting of members or directors after their election, the
terms of the third group, if any, expire at the third such annual
meeting of members or directors after their election, the terms of the
fourth group, if any, expire at the fourth such annual meeting of
members or directors after their election, and the terms of the fifth
group, if any, expire at the fifth such annual meeting of members or
directors after their election. At each such annual meeting thereafter,
directors shall be chosen for a term of two years, three years, four years

or five years, as the case may be, to succeed those whose terms expire.

[(b) If a corporation has cumulative voting pursuant to section 33-
1077, this section shall apply only if there are at least three directors in
each group.]

Sec. 38. Section 33-1097 of the general statutes is repealed and the
following is substituted in lieu thereof:

(@) [Unless the] Except to the extent that the certificate of

incorporation or bylaws [provide otherwise] specifically require that

action by the board of directors be taken only at a meeting, action

required or permitted by sections 33-1000 to 33-1290, inclusive, as
amended by this act, to be taken [at a board of directors' meeting] by

the board of directors may be taken without a meeting if [the action is
taken by all members of the board. The action shall be evidenced by
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one or more written consents describing the action taken, signed by
each director, and included in the minutes or filed with the corporate
records reflecting the action taken] each director signs a consent

describing the action taken or to be taken and delivers it to the
corporation.

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

effective date] the act of the board of directors when one or more

consents signed by all the directors are delivered to the corporation.

The consent may specify the time at which the action taken thereunder

is to be effective. A director's consent may be withdrawn by a

revocation signed by the director and delivered to the corporation

prior to delivery to the corporation of unrevoked written consents

signed by all the directors.

(c) A consent signed under this section has the effect of action taken

at a meeting [vote] of the board of directors and may be described as

such in any document.

Sec. 39. Section 33-1101 of the general statutes is repealed and the

following is substituted in lieu thereof:

(a) Unless sections 33-1000 to 33-1290, inclusive, as amended by this
act, the certificate of incorporation or the bylaws provide otherwise, a

board of directors may create one or more committees and appoint one
or more members of the board of directors to serve on [them. Each
committee shall have two or more directors, who serve at the pleasure

of the board of directors] any such committee.

(b) [The] Unless sections 33-1000 to 33-1290, inclusive, as amended

by this act, provide otherwise, the creation of a committee and

appointment of directors to it shall be approved by the greater of (1) a
majority of all the directors in office when the action is taken, or (2) the
number of directors required by the certificate of incorporation or
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bylaws to take action under section 33-1100.

(c) [Sections] The provisions of sections 33-1095 to 33-1100,
inclusive, [shall be applicable] as amended by this act, apply both to

committees of the board and their directors.

(d) To the extent specified by the board of directors or in the
certificate of incorporation or bylaws, each committee may exercise the
[authority] powers of the board of directors under section 33-1080.

(e) A committee may not, however: (1) Approve or recommend to
members action that sections 33-1000 to 33-1290, inclusive, as amended
by this act, require be approved by members; (2) fill vacancies on the
board of directors or, subject to subsection (g) of this section, on any of

its committees; [(3) amend the certificate of incorporation; (4)] (3)
adopt, amend or repeal bylaws; [(5)] (4) approve a plan of merger; [(6)]
(5) approve a sale, lease, exchange or other disposition of all, or
substantially all, of the property of a corporation, other than (A) in the
usual and regular course of affairs of the corporation, or (B) a
mortgage, pledge or other encumbrance described in subdivision (2) of
subsection (a) of section 33-1165; or [(7)] (6) approve a proposal to
dissolve.

(f) The creation of, delegation of authority to, or action by a
committee does not alone constitute compliance by a director with the
standards of conduct described in section 33-1104.

(2) The board of directors may appoint one or more directors as

alternate directors of any committee to replace any absent or

disqualified director during the director's absence or disqualification.

If authorized by the certificate of incorporation, the bylaws or the

resolution creating the committee, in the event of the absence or

disqualification of a director of a committee, the director or directors

present at any meeting and not disqualified from voting, may, by

unanimous vote, appoint another director to act in place of the absent
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or disqualified director.

Sec. 40. Section 33-1109 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) A corporation has the [officers] offices described in its bylaws.

Officers shall be appointed or elected at such time and in such manner
as may be prescribed by the bylaws and, in the absence of applicable
bylaws, shall be [appointed] elected by the directors.

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

(c) The bylaws or the board of directors shall [delegate] assign to
one of the officers responsibility for preparing the minutes of the

directors' and members' meetings and for maintaining and

authenticating the records of the corporation required to be kept under

subsections (a) and (e) of section 33-1235.

(d) The same individual may simultaneously hold more than one

office in a corporation.

Sec. 41. Section 33-1112 of the general statutes is repealed and the

following is substituted in lieu thereof:

(@) An officer may resign at any time by delivering notice to the
corporation. A resignation is effective when the notice is delivered
unless the notice specifies a later effective [date] time. If a resignation
is made effective at a later [date] time and the [corporation] board of

directors or the appointing officer accepts the future effective [date, its

board of directors] time, the board or the appointing officer may fill

the pending vacancy before the effective [date] time if the board [of
directors] or the appointing officer provides that the successor does not

take office until the effective [date] time.
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(b) [A board of directors may remove any officer] An officer may be

removed at any time with or without cause by: (1) The board of

directors; (2) the officer who appointed such officer, unless the bylaws

provide otherwise; or (3) any other officer if authorized by the bylaws

or the board of directors.

(c) In this section, "appointing officer" means the officer, including

any successor to that officer, who appointed the officer resigning or

being removed.

Sec. 42. Subsection (c) of section 33-1121 of the general statutes is

repealed and the following is substituted in lieu thereof:

(c) Authorization of indemnification shall be made in the same
manner as the determination that indemnification is permissible,
except that if there are fewer than two disinterested directors or if the

determination is made by special legal counsel, authorization of

indemnification shall be made by those entitled under subparagraph
(B) of subdivision (2) of subsection (b) of this section to select special

legal counsel.

Sec. 43. Subsection (a) of section 33-1124 of the general statutes is

repealed and the following is substituted in lieu thereof:

(a) [A provision treating a corporation's indemnification of or (a)] A
corporation may, by a provision in its certificate of incorporation or
bylaws or in a resolution adopted or a contract approved by its board
of directors or members, obligate itself in advance of the act or
omission giving rise to a proceeding to provide indemnification in
accordance with section 33-1117 or advance funds to pay for or
reimburse expenses in accordance with section 33-1119. Any such
obligatory provision shall be deemed to satisfy the requirements for

authorization referred to in subsection (c) of section 33-1119 and

subsection (c) of section 33-1121, as amended by this act. Any such

provision that obligates the corporation to provide indemnification to
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the fullest extent permitted by law shall be deemed to obligate the
corporation to advance funds to pay for or reimburse expenses in
accordance with section 33-1119 to the fullest extent permitted by law,

unless the provision specifically provides otherwise.

Sec. 44. Section 33-1237 of the general statutes is repealed and the
following is substituted in lieu thereof:

(@) A member's agent or attorney has the same inspection and

copying rights as the member [he represents] represented.

(b) The right to copy records under section 33-1236 includes, if
reasonable, the right to receive copies [made by photographic,] by
xerographic or other means, including copies through an electronic

transmission if available and so requested by the member.

(c) The corporation may comply at its expense with a member's

demand to inspect the membership list under subdivision (3) of

subsection (b) of section 33-1236 by providing the member with a

membership list that was compiled no earlier than the date of the

member's demand.

[(c)] (d) The corporation may impose a reasonable charge, covering
the costs of labor and material, for copies of any documents provided
to the member. The charge may not exceed the estimated cost of

production, [or] reproduction or transmission of the records.

[(d) The corporation may comply with a member's demand to
inspect the record of members under subdivision (3) of subsection (b)
of section 33-1236 by providing him with a list of its members that was

compiled no earlier than the date of the member's demand.]

Sec. 45. (NEW) (a) A director of a corporation is entitled to inspect
and copy the books, records and documents of the corporation at any
reasonable time to the extent reasonably related to the performance of

the director's duties as a director, including duties as a member of a
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committee, but not for any other purpose or in any manner that would

violate any duty to the corporation.

(b) The superior court for the judicial district where the
corporation's principal office or, if none in this state, its registered
office is located may order inspection and copying of the books,
records and documents at the corporation's expense, upon application
of a director who has been refused such inspection rights, unless the
corporation establishes that the director is not entitled to such
inspection rights. The court shall dispose of an application under this

subsection on an expedited basis.

(c) If an order is issued, the court may include provisions protecting
the corporation from undue burden or expense, and prohibiting the
director from using information obtained upon exercise of the
inspection rights in a manner that would violate a duty to the
corporation, and may also order the corporation to reimburse the
director for the director's costs, including reasonable counsel fees,

incurred in connection with the application.

Sec. 46. (NEW) (a) Whenever notice is required to be given under
any provision of sections 33-1000 to 33-1290, inclusive, of the general
statutes, as amended by this act, to any member, such notice shall not
be required to be given if notice of two consecutive annual meetings,
and all notices of meetings during the period between such two
consecutive annual meetings, have been sent to such member at such
member's address as shown on the records of the corporation and have

been returned undeliverable.

(b) If any such member delivers to the corporation written notice
setting forth such member's current address, the requirement that

notice be given to such member shall be reinstated.

Sec. 47. Sections 33-864, 33-866, 33-952 and 33-1242 of the general

statutes are repealed.
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Sec. 48. This act shall take effect from its passage.

Statement of Legislative Commissioners:

Language concerning appraisal rights for any shares that the
corporation is or may be required to issue or sell pursuant to any
conversion, exchange or other right, which had been inadvertently
omitted in the preparation of the bill, was restored to subsection (c) of
section 16.

JUD Joint Favorable Subst.
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the

General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either House thereof for any purpose:

—
OFA Fiscal Note

State Impact:

Affected Agencies:

Municipal Impact:

Explanation

State Impact:

None

Office of the Secretary of the State, Judicial
Department

None

The bill makes a variety of changes to laws governing stock and

non-stock corporations which results in no fiscal impact to the Office of

the Secretary of the State. The bill eliminates the right for a jury trial

for dissatisfied shareholders, which may result in workload decrease

for the courts, which results in no fiscal impact.
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OLR Bill Analysis
sHB 6890

AN ACT CONCERNING BUSINESS CORPORATIONS AND
NONSTOCK CORPORATIONS.

SUMMARY:
This bill makes numerous changes to the laws governing stock and
nonstock corporations. These changes affect:

—_

. electronic signatures;
2. notice to shareholders or members;

3. the form, effective date, and correction of documents filed with the
secretary of the state;

4. staggered terms for directors;

5. board of directors’ actions taken without a meeting;

6. board of director committees;

7. selection, duties, resignation, and removal of corporate officers;

8. indemnification of directors; and

9. directors’ rights to inspect and copy corporate records.

Also, the bill eliminates the duty of stock corporations to notify
missing shareholders of their actions and meetings under certain
circumstances.

Current law gives shareholders the right to dissent from and obtain
payment for the fair value of their shares following certain corporate

actions such as consolidations, mergers, reorganizations, or
amendments to certificates of incorporation that materially and
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adversely affect their rights. The bill retains this right but calls it
appraisal rights instead of dissenter’s rights. It narrows the situations
where appraisal and payment of fair value are required by restricting
the categories that already exist and by creating a new exception for
stocks that have a ready and reliable market for sale (ie, a market
exception). It also establishes more detailed rules to govern this right.

The bill also allows a corporation’s articles of incorporation to
eliminate or limit appraisal rights for holders of one or more series or
classes of preferred shares.

Finally, the bill makes several technical changes.
EFFECTIVE DATE: Upon passage
ELECTRONIC SIGNATURES

The bill explicitly allows electronic signatures to satisty the
requirement for a signature in the stock and non-stock corporation
laws.

WRITTEN NOTICE TO STOCKHOLDERS

Under current law, a corporation’s written notice to its stockholders or
members is effective when deposited in the U.S. mail, as endorsed by a
postmark, if mailed postage prepaid to the address shown in the
corporation’s books. The bill eliminates the requirement for it to be
endorsed by a postmark in order to be effective when deposited.

DOCUMENTS SUBMITTED TO SECRETARY OF STATE

The bill requires corporation documents electronically transmitted to
the secretary of the state to be in a format that can be retrieved or
reproduced in typewritten or printed form.

If a document is filed in typewritten or printed form, the bill
authorizes the secretary of the state to require that one exact or
conformed copy be delivered with it.

CORRECTING FILED DOCUMENTS
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The bill allows corporations to correct documents filed with the
secretary of the state if the electronic transmission was defective.
Under current law, a document is corrected by preparing and
delivering to the secretary of state a certificate of correction that
specifies either (1) the incorrect statement and the reason it is incorrect
or the (2) way the execution was defective and corrects the statement
or execution. The bill instead requires that the certificate specify the
inaccuracy or defect to be corrected and corrects it.

STAGGERED TERMS FOR DIRECTORS

By law, corporations may stagger the terms of their directors by
dividing the total number of directors into two to five groups. Each
group must contain about the same percentage of the total, to the
extent possible. The bill allows corporations that permit cumulative
voting to provide for staggered terms even if fewer than three directors
are in each group.

BOARD ACTION WITHOUT MEETING

Under current law, unless the certificate of corporation or bylaws
provide otherwise, a board of directors may take action without a
meeting if (1) the action is taken by all the board members, (2) each
director signs a written consent describing the action taken, and (3) the
consent documents are included in the corporate minutes or records.
The bill eliminates the requirement that the consent documents be
included in the corporate minutes or records. Instead it requires that
the documents be delivered to the corporation. Also, the bill makes
the action effective on delivery to the corporation of all signed consent
documents instead of when the last director signs the consent
document. As under current law, the consent documents may specify
a different effective date.

The bill allows a director to withdraw his consent by a signed
revocation delivered to the corporation before consents signed by all
the directors are delivered.

COMMITTEES
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The bill authorizes board of director committees consisting of one
board member. It allows committees to authorize or approve
distributions according to a formula or method or within limits
established by the board of directors.

By eliminating statutory prohibitions, the bill allows committees to:

1. amend the corporation’s certificate of incorporation under the
same conditions as the board can;

2. approve a merger plan not requiring shareholder approval;

3. authorize or approve the reacquisition of shares without a formula
or method the board establishes; and

4. (a) authorize or approve the issuance of, sale of, or contract for the
sale of shares or (b) determine the designation and relative rights,
preferences, and limitations of a class or series of shares without
the board’s explicit authority, within limits the board specifies.

The bill authorizes the board to appoint directors as alternate members
of any committee to replace absent or disqualified members. It
authorizes committee members, by the unanimous vote of committee
members present at a meeting, and not disqualified to appoint another
director to act in place of a disqualified or absent member. A
committee can do so only if the certificates of incorporation, bylaws, or
resolution that created the committee authorizes it.

OFFICERS

The bill authorizes the board of directors of a stock corporation to elect
people to fill corporate offices, and it requires the board of a nonstock
corporation to elect them unless the bylaws provide otherwise.

The bill requires the bylaws or board to assign an officer the duty to
maintain records the law requires corporations to keep. These include
such things as minutes of shareholder and board meetings, actions
taken by shareholders or the board without a meeting, and actions
taken by board committees.
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RESIGNATION AND REMOVAL OF OFFICERS

By law, a corporate officer may resign by delivering a notice to the
corporation. The bill specifies that when a resignation notice specifies
an effective time, the board or the officer who appointed the resigning
officer may fill the pending vacancy before the effective date. Unless
the bylaws provide otherwise, the bill authorizes the removal of a
corporate officer by (1) the officer who appointed him or by any
successor of the appointing officer or (2) any other officer authorized to
do so by the board or by-laws.

DETERMINATION AND AUTHORIZATION OF INDEMNIFICATION

By law, under certain circumstances, corporations may indemnify
directors for losses and expenses they incur in any threatened,
pending, or completed lawsuit or other proceeding against them in
their capacity as directors even if they were not completely successful
on the merits.

Under the bill, when special legal counsel determines that
indemnification is permissible because of the circumstances, the actual
authorization to indemnify must be made by a majority vote of the
entire board, including members who are not disinterested.

By law, a “disinterested” board member is one who is not a party to
the lawsuit or other legal proceeding in question and does not have a
financial, family, professional, or employment relationship with the
director whose indemnification is the subject of the vote.

The bill specifies that when a corporation obligates itself in advance to
indemnify a director to the fullest extent the law permits, it does not
have to subsequently approve indemnification for a particular legal
proceeding, as long as it determines that indemnification is
permissible. By law, a corporation may obligate itself to indemnify
directors in its certificate of incorporation or bylaws, or by resolution
the board or shareholders adopt.

SHAREHOLDER’S OR MEMBER’S RIGHT TO COPY CORPORATE
RECORDS

sHB6890 / File No. 513 53



sHB6890 File No. 513

The bill specifies that a shareholder’s or member’s right to copy
corporate records includes the right to receive copies electronically if
the shareholder or member asks to receive them this way.

The bill also specifies that if a corporation complies with a
shareholder’'s or member’'s request to inspect the record of
shareholders or members by providing him with a list compiled in
response to the request, it must be at the corporation’s expense.

DIRECTOR’S RIGHT TO INSPECT AND COPY BOOKS

The bill gives corporate directors the right to inspect and copy
corporation books, records, and documents at any reasonable time if
inspecting and copying them reasonably relate to their duties as
directors. It specifies that a director may not do such copying and
inspecting for any other purpose or in a way that would violate a duty
to the corporation. A director refused this right may apply to Superior
Court.

The court may order inspection and copying at the corporation’s
expense unless the corporation establishes that the director is not
entitled to do so. The Superior Court for the judicial district where the
corporation’s principal office is located has jurisdiction. If the
corporation does not have a principal office in Connecticut, the
Superior Court for the judicial district where its registered office is
located has jurisdiction. The bill requires the court to handle the
matter on an expedited basis. The court may protect the corporation
from undue burden or expense, and it may prohibit the director from
using information in a way that would violate a duty to the
corporation. It may also order the corporation to reimburse the
director for his application costs, including reasonable counsel fees.

NOTICE TO SHAREHOLDERS

The bill eliminates the statutory duty of corporations to give notice to
shareholders if:

1. notice of two consecutive annual meetings, and all notices of
meetings during the period between these two annual meetings,
have been sent to the shareholder at the address shown on the
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corporation’s records and they have been returned as undeliverable
and

2. all (at least two) payments of dividends on securities during a 12-
month period or two consecutive dividend payments during a
period of more than 12 months have been sent to the shareholder at
the address shown on the corporation’s records and have been
returned as undeliverable.

If the shareholder delivers to the corporation a written notice with his
current address, the statutory requirements for notice again apply.

APPRAISAL RIGHTS
Market Exception to Appraisal Rights

The bill makes appraisal rights unavailable for holders of shares that
(1) are listed on the New York Stock Exchange or the American Stock
Exchange or designated as a National Market System Security or on an
interdealer quotation system by the National Association of Securities
Dealers, Inc. or (2) have at least 2,000 shareholders and the outstanding
shares of each class or series have a market value of $20 million or
more, not counting the value of shares held by the corporation’s
subsidiaries, senior executives, directors, and beneficial shareholders
owning more than 10% of the shares.

Whether this exception applies is determined as of either (1) the date
selected to determine the shareholders entitled to receive notice of, and
to vote at, the shareholders meeting to decide upon the corporate
action requiring appraisal rights or (2) the day before the effective date
of the corporate action if there is no shareholder’s meeting. But this
exception does not apply and appraisal rights are available for any
shareholders required by the corporate action to accept for their shares
anything other than (1) cash or (2) shares of any corporation or any
other ownership interest of any other entity that satisfies the market
exception to appraisal under the bill.

Market Exception-Conflict of Interest Transactions

The market exception to appraisal rights does not apply and appraisal
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rights are available for shareholders where the corporate action is by a
person, or his affiliate who:

1. directly or indirectly has, or at any time during the one-year period
immediately before board approval of the corporate action
requiring appraisal rights, had the power to appoint or elect or the
power to cause the appointment or election of at least 25% of the
corporation’s board of directors or

2. is, or at any time during the one-year period right before the
board’s approval of the corporate action requiring appraisal rights,
was the beneficial owner of at least 20% of the corporation’s voting
power.

The 20% share cannot include any shares acquired (1) under an offer
for all voting shares if the offer was made within that one-year period
and (2) for consideration of the same kind and of a value equal to or
less that paid in connection with the corporate action creating the
appraisal rights.

The bill defines “beneficial owner” as anyone who, directly or
indirectly, through any means other than a revocable proxy, has or
shares the power to vote, or to direct the voting of, shares. But the bill
specifies that a member of a National Securities Exchange is not a
beneficial owner of securities he holds for someone else merely
because the member is the record holder, if the exchange’s rules
prevent him 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.

The bill defines “affiliate” as 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 of
an affiliate.

“Senior executives” include the chief executive office, chief operating
office, chief financial officer, and anyone in charge of a principal

business unit or function.

The market exception also does not apply and appraisal rights are
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available if any corporate shares or assets are being acquired or
converted pursuant to a corporate action by a person, or his affiliate,
(1) who is, or during the one-year period right before the board
approved the corporate action requiring appraisal rights was a senior
executive or director of the corporation or a senior executive of the
corporation’s affiliate and (2) will receive, as a result of the corporate
action, a financial benefit not generally available to other shareholders.

A financial benefit does not count, and the market exception applies if:

1. the benefits consist of employment, consulting, retirement, or
similar benefits established separately and not as part of or in
contemplation of the corporate action in question;

2. these benefits are established in contemplation of, or as part of, the
corporate action that (a) are not more favorable than those existing
before the corporate action or (b) if more favorable, have been
approved on behalf of the corporation by directors meeting the
standard of independence and in the same manner as is provided
for conflicting interest transactions generally under current law; or

3. in the situation of a corporate director, who will, in the corporate
action in question, become a director of the entity acquiring the
corporation or of one of its affiliates, where the rights and benefits
as director that he acquires are provided on the same basis as those
given by the acquirer generally to its other directors.

Elimination of Appraisal Rights for Preferred Shares

The bill allows a corporation’s certificate of incorporation as originally
tiled or amended to limit or eliminate appraisal rights for any class or
series of preferred shares. But any such amendment does not apply to
any corporate action that becomes effective within one year of the
amendment’s effective date, if the action would otherwise affect
appraisal rights.

Elimination Of Appraisal Rights In Mergers

The bill eliminates appraisal rights in the case of a merger with respect
to shares of any class or series that remain outstanding after the
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merger. It also eliminates appraisal rights where a corporation’s
certificate of incorporation requires shareholder approval, but the law
does not.

The bill also eliminates appraisal rights for shareholders of
corporations where shares will be acquired by another corporation
under a share exchange for any shares of any class or series of shares
that are not exchanged.

SALE OR EXCHANGE OF ALL CORPORATE PROPERTY
Leases

The bill includes appraisal rights where the disposition of all or most
property is by lease other than in the usual and regular course of
business. Current law does not explicitly trigger this right where the
disposition is by lease.

Appraisal Rights-Certificate Of Incorporation

The bill requires that for an amendment to a certificate of incorporation
to trigger appraisal rights, it must be for a class or series of shares. It
also eliminates appraisal rights for an amendment to a certificate of
incorporation that materially and adversely affects the rights of a
person’s shares because it:

1. changes or abolishes a preferential right of the shares;

2. creates, changes, or abolishes a redemption right, including a right
relating to a sinking fund to redeem or repurchase shares;

3. changes or abolishes a shareholder’s preemptive right to acquire
shares of other securities; or

4. excludes or limits the right of share holders to vote on any matter
or to cumulative voting, other than a limitation by dilution by
issuing shares or other securities with similar voting rights.

Under current law, a shareholder has dissenter’s rights if an
amendment reduces the number of shares he owns to a fraction of a
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share, if the fractional share is acquired for cash by the corporation.
The bill instead makes appraisal rights apply if an amendment reduces
the number of shares of a class or series to a fraction of a share if the
corporation has the obligation or right to repurchase the fractional
share.

Under current law, dissenter’s rights apply with respect to any other
corporate action taken pursuant to a shareholder’s vote to the extent
the certificate of incorporation, bylaws, or board resolution provides
that voting or non voting shareholders are entitled to dissent and
obtain payment.

The bill instead limits appraisal rights to any other amendment to the
certificate of incorporation, merger, share exchange, or disposition of
assets to the extent provided by the certificate of incorporation,
bylaws, or board resolution.

Appraisal Rights For Nominees And Beneficial Owners
Record Shareholders

The bill authorizes a record shareholder (a person in whose name
shares are registered such as a broker) to assert appraisal rights for
fewer than all the shares registered in his name. He may do so only if
he notifies the corporation in writing of the name and address of each
record shareholder on whose behalf he asserts appraisal rights.

Current law allows the record shareholder to assert appraisal rights for
all the shares the beneficial shareholder owns or for which he has the
power to direct the vote. The bill instead allows him to do so for
shares of any class or series held on behalf of a beneficial shareholder.
Thus, he may do so for one class or series and not be forced to do so
for shares held in a different class or series.

Beneficial Shareholders

The bill allows beneficial shareholders to assert appraisal rights just as
current law allows them to assert dissenter’s rights. But the bill gives
them more time to submit to the corporation the record shareholder’s
written consent. Under current law, they must submit the written
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consent no later than the time they assert their dissenter’s rights. The
bill instead allows them to submit it by the date the corporation sets
for getting back from shareholders asserting appraisal rights the
appraisal notice and form it sent to them.

Notice Of Appraisal Rights

Under the bill, if a proposed corporate action described by the bill as
creating appraisal rights will be submitted to a vote at a shareholder’s
meeting, the meeting notice must state that the shareholders are, are
not, or may be entitled to assert appraisal rights. If the corporation
concludes that appraisal rights are, or may be available, it must include
with the notice to shareholders entitled to exercise them a copy of the
law relating to appraisal rights. This is the same as current law’s
requirements relating to dissenter’s rights. But current law does not
require that the notice indicate the corporation’s conclusion that the
shareholders do not have these rights.

Under the bill, a beneficial shareholder who delivers to the corporation
a written notice of his intention to demand payment for his shares may
not cause or permit to be voted any shares of the class or series in
question at the shareholder’s meeting concerning the issue that
required appraisal rights.

Notice To Those Demanding Appraisal Rights And Form To Be
Used

The bill, as well as current law, requires the corporation to provide
shareholders with certain information and a form to exercise their right
to demand payment.

The bill specifies that the corporation may not send the notice before
the corporate action in question becomes effective.

The bill imposes additional requirements for the form the corporations
must send to affected shareholders. Specifically, it must also:

1. require the shareholder to certify he did not vote for the corporate
transaction in question;
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2. state the corporation’s estimate of the value of the shares;

3. specify a date by which the corporation must receive the form
which may not be less than 40 nor more than 60 days after it sent
the notice and form to the shareholders, and specify that
shareholders waive their right to payment unless the corporation
receives the form by this specified date;

4. state that if requested in writing, it will provide to the requester,
within 10 days after the date it specifies to receive the form, the
number of shareholders who returned the form on time and the
total number of shares these shareholders own; and

5. specify the date by which a shareholder who wishes to withdraw
his request for payment must do so, which must be within 20 days
after the date the corporation sets for receiving notices from
shareholders.

Duty To Demand Payments And Right To Withdraw

As under current law, a shareholder who receives this notice from the
corporation must certify certain information and return the form to the
corporation by the required date in order to retain his right to demand
payment from the corporation.

The bill permits a shareholder who has complied to decline to exercise
his rights and to withdraw from the appraisal process by notifying the
corporation in writing by the date the corporation specified for
withdrawal in the notice it sent to the shareholder. A shareholder who
does not withdraw by this date may subsequently withdraw only with
the corporation’s written consent.

As under current law, a shareholder who does not sign and return the
form as required loses his right to force the corporation to pay him for
his shares.

Payment

Current law requires a corporation to pay the amount it estimates as
the fair market value of the shares as soon as it takes the proposed
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corporate action or when it receives a payment demand from the
shareholder. The bill instead requires that a corporation pay this
amount within 30 days after the form it sent the shareholder was due
back to it. The bill specifies payment in cash.

As under current law, statements and information must accompany
the payment. The bill requires that this include a statement that if the
shareholder does not demand further payments by a certain date he, is
deemed to have accepted the payment as full satisfaction for his claim.

After-Acquired Shares

Both current law and the bill allow a corporation to treat beneficial
shareholders who acquired their shares after the public announcement
of the corporate transaction was made differently from those who
acquired them before. The bill establishes a time-frame for corporate
action and imposes a duty on the corporation to give these
shareholders a notice containing certain information within 30 days
after the date it set for receiving the form it sent all shareholders who
might be entitled to appraisal rights.

The form must notify shareholders (1) of the corporation’s estimate of
the fair value of their shares; (2) that they may accept this amount plus
interest in full satisfaction of their demands or demand an amount
they believe constitutes fair value; (3) that those wishing to accept the
offer must notify the corporation within 30 days after receiving the
offer; and (4) that those shareholders who do not satisfy the bill’s
requirements for demanding appraisal rights will be deemed to have
accepted the corporation’s offer.

The form must also be accompanied by financial statements of the
corporation that issued the shares consisting of the balance sheet as of
the end of a fiscal year before the date of the proposed payments, an
income statement for that year, a statement of changes in shareholders’
equity for that year, and the latest available interim financial
statements, if any.

The bill requires the corporation to pay in cash (1) the amount it
offered within 10 days after the shareholder accepts the offer in full
satisfaction of his demands and (2) those who did not satisfy the
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requirements for demanding appraisal rights the amount it offered to
pay them within 40 days after sending this notice.

Court Action

With minor changes, the bill establishes essentially the same procedure
for dissatisfied shareholders to go to court as contained in current law.
It eliminates the right to a jury trial. If the corporation is a foreign
corporation (organized under another state’s laws), the court case may
be filed in the Superior Court for the Judicial District where the
principal office of the Connecticut corporation it merged with was
located at the time of the transaction that created the appraisal rights.
Under current law, the court case may also be filed where the
Connecticut corporation’s registered office is located. The bill also
permits the filing where the registered office was located at the time of
the transaction that created the appraisal rights.

Court Costs And Counsel Fees

The bill authorizes shareholders to sue the corporation directly for an
amount it failed to pay them as required by the bill. The bill gives
successful shareholders the right to recover all costs and expenses of
such a lawsuit, including counsel fees, from the corporation.

COMMITTEE ACTION

Judiciary Committee

Joint Favorable Substitute
Yea 38 Nay 0
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