
MINUTES FIRST 

DELAWARE CORPOR AT1 ON LAW STUDY COMMITTEE 

The first meeting of the Delaware Corporation Law Study 

Committee was held at the Hotel DuPont, ~iimin~ton, Delaware, 

on the 21st day of January, 1964, at 1:00 P. M. 

Present: Former Chief Justice Clarence A. Southerland 
Secretary of State Elisha C. Dukes 
Messrs : S. Samuel Arsht 

Henry M. Canby 
Richard F. Corroon 
David H. Jackman 
Alfred Jervis 
Irving Momis 
Margaret S. Storey 

Former Chief Jua tic6 Clarence A. Southerland was elected 

Chairman, Richard F. Corroon was elected Vice-Chairman and 

Margaret S. Storey was elected Secretary of the Committee. 

The Chairman and the Secretary thereupon entered upon the 

discharge of their duties. 

The Committee discussed the advisability of making a 

comprehensive study of the Delaware Corporation Law with the 

possibility of revising the law so as to make it comparable 

with recently enacted legislation in other states. It was decided 

that members of the Committee should make inquiries of other law 

firms and corporations, then report their findings at a later 

meeting of the Committee. 

Mr. Canby was requested to contact Chancellor Seitz about 
1 

the possibility of retaining Professor Ernest Folk of the 

University of North Carolina to assist in the study of the 

Delaware Corporation Law. 



Upon motion, duly made, seconded and carried, the meeting 

adjourned, subject to t;he call of the Chairman. 

c. fi --'-.I 
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MINUTES OF SECOND MEETING OF 

DELAWARE CORPORATION LAW STUDY COMMITTEE 

The second meeting of t h e  Delaware Corporation Law Study 

Committee w a s  held at t h e  o f f i c e s  of Berl ,  P o t t e r  Sc Anderson, Eaqa., 

Delaware Trust Building,  Wilmington, Delaware, on February 25th, 

1964, a t  11 o 'c lock  A. M. 

Present :  Former Chief J u s t i c e  Clarenoe A. Southerland, 
Chairman of the Committee 

Sec re ta ry  of S t a t e  E l i s h a  C. Dukes 
Judge Daniel L. Herrmann 
Messre: S. Samuel Arsht 

Henry M. Canby 
Richard F. Corroon 
Alfred J e r v i  s 
Irving Morria 
Margaret S. S torey  

Since t h e  l a s t  meeting, t h e  Chairman had sent  each  member of 

t h e  committee a copy of an exce rp t  from a l e t t e r  f r o m  Professor  

Ernes t  Folk,  School of Law, Univers i ty  of North Carol ina,  Chapel 

H i l l ,  North Carol ina,  i n  rep ly  t o  a l e t t e r  w r i t t e n  t o  h i m  by 

Chancellor S e i t z  a t  t h e r e q u e s t  of Mr. Canby. A copy of t h i a  

excerpt has been placed i n  the  minute book, 

Af t e r  a d i scuss ion  of t h e  qua l i f  i o a t i o n s  of Pro.Cessor Folk, 

and t h e  probably s a l a r y  he  would receive, i t  was moved by Judge 

Herrmann t h a t  he be asked t o  come t o  Delaware. The motion w a s  

seconded by Mr.  Dukes and unanimously carried.  The Chairman of 

t h e  Committee was i n s t r u c t e d  t o  write Professor  Folk asking  h i m  

t o  come t o  Delaware t o  d i s c u s s  'the Corporation Law, 

It w a s  decided t o  request Profesaor  Rolk i n  his s tudy 04 

of t h e  l a w :  
4 



1. To t a k e  an o v e r a l l  survey of t h e  s t a t u t e  s o  t h e r e  
would be no c o n f l i c t  between va r ious  sections; 

2. To a s c e r t a i n  what o the r  s t a t e s  have t o  a t t r a c t  
corpora t ions  t h a t  we do no t  have; 

3. What his Pacommendations would be f o r  amending 
our l a w .  

A s h o r t  d i scuss ion  was held regarding  t h e  s e q u ~ s t r a t i o n  

l a w  and it w a s  d e c i d e d  t o  ask Professor  Folk t o  a l s o  cons ider  

this law, al though it  i s  not  a p a r t  of t h e  co rpora t ion  law. 

M r .  Dukes asked w h a t  t h e  deadl ine would be f o r  completion 

of t h e  study and i t  w a s  f e l t  by most of t h e  members that 

Professor Folk would complete i t  during his sunmer vacation ao 

that any amendments could be introduced a t  t h e  next  s e s s i o n  of 

the  Leg i s l a tu re .  

M r .  Corroon suggested t h e  Corporation Law Committee of 

the Bar Association be asked t o  assist th i s  committee. 

M r .  Jervis suggested that any questions received by t h i s  

committee be submitted t o  the  Law Committee of the B a r  Assooia- 

t i o n  f o r  t h e i r  comment. 

The m e t i n g  thereupon adjourned, s u b j e c t  t o  the  c a l l  of 

the Chairman. 

, : Y 1  c/ 
Secre ta ry  



MINUTES O F  MEETING O F  

DELAWARE CORPORATION LAW STUDY COMMITTEE 

March  20, 1964 

A meeting of t h e  Delaware Corporation Law Study Commit tee  

was held i n  the  offices of Berl ,  P o t t e r  and  Anderson, Delaware T r u s t  

Building, Wilmington, Delaware,  on March 20, 1964. 

The  meeting was called t o  o r d e r  a t  11:OO A.  M. by f o r m e r  Chief 

Jus t ice  Clarence  A.  Southerland, Chairman of the Committee.  O the r s  

presen t  were :  

El isha C. Dukes, S e c r e t a r y  of State 
Judge Daniel L. Her rmann  
S. Samuel  Arsh t ,  Esqu i r e  
Richard F. Corroon, Esqu i r e  
Al f red  J e r v i s  

-u- 
David H. Jackman 
Henry  M. Canby, Esqu i r e  
P r o f e s s o r  E r n e s t  L. Folk,  I11 

The  Commit tee  interviewed P r o f e s s o r  E r n e s t  L. Folk, 111, 

questioning h im on his  views of the  Delaware Corporat ion Law and  

the desirabi l i ty  of possible revis ions  in o r d e r  t o  make the Delaware 

Law m o r e  efficient f r o m  a lega l  and  business  standpoint. After  dis - 

cussion,  the  following motion by Mr.  Canby, seconded by Mr .  Dukes, 

was adopted with Mr .  J e r v i s  dissenting: 

RESOLVED, that the Committee employ P r o f e s s o r  E r n e s t  L. 
Folk,  111, for  the purpose of making a survey  of the Delaware 
Corporat ion Law and  comparing it with the Corporation Law in  
other  jurisdictions.  Upon completion of s a id  survey ,  such r e c o m -  
mendations a s  he m a y  deem beneficial t o  improved Corporation 
~ a w  i n  the State  of Delaware sha l l  be submitted t o  the  Committee.  

The  f e e  for  th i s  survey  was fixed a t  $5, 000.00 plus expenses.  The  



I . '  
., 

, t ime of completion of the survey was se t  for  September, 1964, s o  that 

ample t ime could be given to the preparation of legislation fo r  imtro- 

duction a t  the next session of the General Assembly. 
I 

There  being no further business, the meeting adjourned a t  12:30 

P. M. 

Respectfully submitted, 

I '  

(. , /" 
i ' f /4 /41/5* 

Eloise A. Biddle, 
Acting Secretary 



MINUTES OF FOURTH MEETING OF 

DELAWARE CORPORATION LAW STUDY COMNITTEE 

The fourth meeting of the Delaware Corporation Law Study 

Committee was held at the offices of Berl, Potter and Anderson, 

Esqs., Delaware Trust Building, WilmSngton, Delaware, on July 

The meeting was called to order at 10:30 A. M. by former 

Chief Justice Clarence A. Southerland, Chairman of the Committee. 

Other present were : 

Judge Daniel L. Herrmann 
S. Samuel Arsht, Esq, 
Henry M e  Canby, Esq, 
IW. Alfred Jervis 
Mr. David H. Jackman 
Irving Morris, Esq. 
Margaret S. Storey 

The Chairman stated he had talked with Professor Folk by 

telephone and advised him that the format of the report was 

acceptable. The committee agreed with the Chairman, 

The Chairman stated the next business before the meeting 

was to revise and approve the letter to be sent to law firms. 

Mr. Jervis read a portion of a letter from his executive office, 

objecting to reference being made to Professor Folk in the letter 

to be sent to the law firms. After discussion, it was agreed 

the last clause of the first paragraph of the leeter referring 

to Professor Folk, be omitted. Judge Herrmann suggested an 

addition be made to the letter advising the law firm of the 

reasonableness of Delaware taxes and fees applicable to cor- 

porations. Mr. Morris discussed the possibility of broadaniq 



t h e  l e t t e r  so  t h a t  t h e  law f i r m s  would know t h a t  Delaware i a  
'+. ' 

I th inking  about t h e  problem and M r .  Jackman s t a t e d  we should 

p u b l i c i z e  t h e  s e r i o u s  e f f o r t  being made t o  a t t r a c t  corpora t ions .  

I The Chairman agreed t o  fo l low the suggest ions and r e d r a f t  t h e  

l e t t e r ,  

M r ,  Morris requested a copy of the  l e t t e r  be s e n t  t o  several 

accounting f i rms  and c e r t a i n  a d d i t i o n a l  l e g a l  f i r m s .  After d i s -  
I 

I cuss ion  i t  w a s  agreed t o  send a copy t o  one of t h e  l a w  f i r m s  and 

t o  t h r e e  of t h e  l a r g e  accounting firms as wel l  as t o  t h e  Delaware 

I Soc ie ty  of C e r t i f i e d  Public  Accountants. 

A t  t h e  reques t  of the  Chairman, M r .  J e r v i s  and Ek .  Jackman 

agreed t o  f u r n i s h  l i s t s  of a t t o r n e y s  and General Counsel repre-  

s e n t i n g  the  l a r g e r  Delaware corpora t ions ,  M r .  Canby agreed t o  

f u r n i s h  a l i s t  of t h e  law f i r m s  pl evious ly  contac ted ,  

I M r s .  S torey  o f fe red  t o  have the l e t t e r s  prepared and mailed by 

t h e  Corporation Department of the o f f i c e  of t h e  Secre tary  of State, 

the o r i g i n a l  signed copy of t h e  l e t t e r  t o  be furn ished  by t h e  Chair- 

man. Hr. Dukes had previous ly  advised t h e  c o s t  of s t a t i o n e r y  w a s  

t o  be paid from t h e  budget allowance f o r  t h e  committee, 

The Chairman s t a t e d  the  screening of t h e  r e p l i e s  would be 

time consuming, whereupon M r ,  Jackman and M r .  J e r v i s  offered t o  

screen  the  r e p l i e s  and make a r e p o r t  t o  the committee, 

The members discussed va r ious  s e c t i o n s  of the r e p o r t  made 

by Professor  Folk. Mr. J e r v i s ,  M r .  Jackman and M r s .  S to rey  

agreeing that t h e  Sec t ion  providing f o r  r e s e r v a t i o n  of' names 

no t  be included i n  t h e  l a w .  M r ,  Jackman emphasized t h a t  Delaware 

should not  adop t  t h e  Model Act because w e  do not want  t o  be a 



4 *,, "me too" S t a t e  i n  view of the f a c t  that i n  t h e  p a s t  most of t h e  
I 

~ o t h e r  S t a t e s  had copied our  l a w s  and that we should be a l e a d e r  

not a fo l lower ,  
I 

It w a s  moved by M r .  Jackman and seconded by Judge Herrmann 
I 

that r e c o r d a t i o n  as p r e s e n t l y  p rac t i ced  should be continued, 
I 

s u b j e c t  however t o  a change i n  t h e  e f f e c t i v e  da te ,  The e f f e c t i v e  1 
d a t e  t o  be t h e  da te  a c e r t i f i c a t e  i s  f i l e d  w i t h  t h e  Sec re ta ry  of I 
S t a t e ,  provided a  c e r t i f i e d  copy i s  recorded w i t h i n  t e n  days a f t e r  

I such f i l i n g ,  If it i s  not  recorded, the  e f f e c t i v e  d a t e  i s  t o  be 

I t h e  d a t e  of f i l i n g  w i t h  t he  Sec re ta ry  of S t a t e .  s--d 

I M r .  Morris emphasized t h a t  a thorough s tudy shou.ld be made 

of t h e  l a w  s o  that whatever changes a re  t o  be made, should be 

8 .  

made at  th is  t ime, r a t h e r  than make changes each year ,  He a l s o  

suggested t h e  data furn ished  by Professor  Folk be divided among 

t h e  members of the  committee s o  that each member could conuentrate  

- I 
on one p o r t i o n  and r e p o r t  a t  the next meeting, 

The chairman then  asaigned varioua s e c t i o n s  of the  Folk 

r e p o r t  t o  each member of t h e  committee, t h e  members t o  r e p o r t  

a t  t h e  next meeting. The fol lowing i s  t h e  l i s t  of assignments 

of the  s e v e r a l  s u b j e c t s :  

Subchapter 1. 

Sec t ion  Subject  Pages of  Report 

103 F i l i n g  & Recording 1-8 

II I1 4 (Phrasing) 

C e r t i f i c a t e  as h'vidence 8-9 

Corporate Purposes 10-11 

Incorpora t ion  Prooedure 11-13 

Member Assigned 

MT. Dukes 
Mrs. Storey  
Former Chief 
J u s t i c e  Southerland 

W. A r s h t  

Former Chief 
J u s t i c e  Southerland 
Mr. Arsht 



,- -,, Section Subject Pages of Report Nember As signed 

102 Contents of Certif iaate 13-21, Nr. Canby 

106 Beginning of Ekistence 21-22 MP . Jervis 
MP . Jackman 

(none ) Reservation of Name 23-26 

102,107- Organization 26-29 
, 108 

Mr. Dukes 
Mrs. Storey 

Mr. Jervf a 
Mr . Jackmn 

109, 122 By-Laws 30-35 Judge Herrmann 

Subchapter 2. 

121-122 Powers 

127 Ultra Vires 

36-46 Mr. Arsht 

47-50 Mr. Morris 

The chairman tentatively set the date for the next meeting 
I as August 3rd, 1964, at 10:30 A. M. 

There being no further business, the meeting adjourned, 



MINUTES OF FIFTH MEETING OF 

DELAWARE CORPORATION LAW STUDY COMMITTEE 

The f i f t h  meeting of t h e  Delaware Corporation Law Study 

Committee was h e l d ' a t  the  o f f i c e s  of Berl ,  P o t t e r  and Anderson, 

Esqs., Delaware Trus t  Building, Wilmington, Delaware, on 

August 3, 1964. 

The meeting was c a l l e d  t o  order  by former Chief J u s t i c e  

Clarence A. Southerland, Chairman of t h e  Committee. 

Others p resen t  were: 

S.  Samuel Arsht,  E3q. 
I rv ing  Morris, Esq. 
Margaret S. Storey 

The Chairman s t a t e d  t h a t  because of lack of a quorum, no 

f i n a l  a c t i o n  could be taken but c e r t a i n  mat ters  could be 

discussed and t e n t a t i v e  conclusions reached. 

The Chairman s t a t e d  t h a t  r e p l i e s  were beginning t o  a r r i v e  

from law f i r m s  t o  whom L e t t e r s  had been s e n t .  He mentioned om 

from a law f i r m  i n  At lanta ,  Georgia regarding  sequest:ration.  

Mrs. S to rey  gave h e r  views on recordat ion  (pages 1 t o  8 of 

the  Folk d r a f t )  and the  members present  agreed t h a t  r ecorda t ion  

should be continued as a t  p resen t ,  sub jec t  t o  the fol lowing change: 

The e f f e c t i v e  d a t e  of t h e  c r e a t i o n  of the corpora t ion  would 

be deemed t o  be t h e  da te  of f i l i n g  w i t h  the Sec re ta ry  of S t a t e ,  , 
d 

l 
provided t h a t  the  recordat ion  t ake  p lace  wi th in  t e n  days there-,  1 

i 

a f t e r .  I f  the  c e r t i f i e d  copy Is not recorded wi th in  t en  days, i 
t h e  e f f e c t i v e  d a t e  would be t h e  da te  of f i l i n g  with tire Sec re ta ry  

of S ta te .  



Re: RESERVATION OF DOMESTIC CORPORATE NANE 
(Pages 23 t o  26 of the Folk d r a f t )  

Oral  o r  w r i t t e n  app l i ca t ion ,  sub jec t  t o  renewal f o r  t h i r t y  

days, was approved i n  p r i n c i p a l ,  sub jec t  t o  r e d r a f t i n g  t h e  

language a f t e r  c o n s u l t a t i o n  w i t h  t h e  Corporation Department. 

Re: H b G I S ' f R A T I O N  OF NAMES FOR FOREIGN CORPORATIONS 

Having ~ e v i e w e d  the  s e c t i o n  o f  the  Folk d r a f t  dea l ing  with 

r e g i s t r a t i o n  of names of f o r e i g n  corpora t ions ,  it was agreed t o  

de fe r  any t e n t a t i v e  dec i s ion  pending a meeting of a quorum of 

the CoAmit t ee .  

M r .  Morris suggested an amendment t o  Sect ion  102, p r o t e c t i n g  

from use by a Delaware corpora t ion ,  t h e  name of a f o r e i g n  corpora- 

t i o n  q u a l i f i e d  t o  do bus iness  i n  Delaware. It was t e n t a t i v e l y  

agreed t h a t  t h i s  was a good i d e a  and t h a t  appropr ia te  language 

should be added t o  Sec t ion  102 (a) (l), 

The members p resen t  t e n t a t i v e l y  approved the r e d r a f t  of 

Sec t ions  107 and 108 (pages 26 t o  29 of Folk d r a f t )  r e l a t i n g  

t o  t h e  o rgan iza t ion  of corpora t ions  - s u b j e c t  t o  the  d e l e t i o n  of  

the  word "date" i n  the  f i r s t  line of r e d r a f t e d  Sect ion  108 (a). 

M r .  Morris discussed U l t r a  Virea w i t h  the  o the r  members 
;:1 
J 

presen t  . 
The Chairman s t a t e d  he had assigned t o  himself the Folk 

d r a f t  (Pages 51 t o  53) deal ing  w i t h  d i r e c t o r s ,  Sec t ion  a1 and 

223, a l s o  Sect ion  142 dea l ing  w i t h  o f f i c e r s  (Pages 66 t o  75 

of the  Folk d r a f t ) .  

Since t h e  r e c e i p t  of t h e s e  d r a f t s ,  Professor  Folk has sub- 

mit ted  two a d d i t i o n a l  d r a f t s .  The Chairman assigned t o  M r .  

Corroon, INDEMNIFICATION OF DIRECTORS AND OFFICERS (Pages 76 t o  



,* - , 96 of t h e  Folk d r a f t .  STOCKHOLDERS DERIVATIVE SUITS (Pages 

97 t o  109 of t h e  Folk d r a f t )  was ads igned 'by  t h e  Chairman t o  

ier Morris. 

The Chairman s t a t e d  he would be on vaca t ion  beginning the 

week of August loth, t he re fo re ,  M r .  Corroon, the Vice-Chaimnan 

would call the next xneeQing. 

There being no f u r t h e r  bus iness ,  the  meeting adjourned. 



MINUTES OF SIXTH MEETING OF 

DELAWARE CORPOHATION LAM STUDY COMMITTL~B 

The s i x t h  meeting of t h e  Delaware Corporation Law Study 

Committee was he ld  a t  %he o f f i c e s  of Ber l ,  P o t t e r  and Anderson, 

Esqs . , Delaware Trus t  Building, Wilmington, Delaware, on 

September 3, 1964, a t  10 o tc lock  A.  M s  

The meeting was c a l l e d  t o  order  by Richard Corroon, Esqs, 

Vice-Chairman of the  committee who ac ted  as Chairman of t h e  

meeting. Others present  were: 

S. Samuel Arsht,  Esq. 
Henry 14. Canby, E s q ,  
P r o f ,  Ernest  L. Folk, 111 
M r .  Alfred J e r v i s  
M r .  David H. Jackman 
I r v i n g  Morris, Esq. 
Margaret S. Storey  

The Chairman s t a t e d  t h a t  a number of r e p o r t s  hacl been 

rece ived  from Prof .  Folk and t h a t  Chief J u s t i c e  Southerland 

would a s s i g n  t h e  remaining sec t ions  of t h e  r e p o r t  upon his 

r e t u r n  from vacat ion ,  

M r .  J e r v i s  advised t h e  committee he i s  sending a copy of 

each r e p o r t  t o  his execut ive o f f i c e  f o r  s tudy and comment, 

Prof.  Folk s t a t e d  h i s  r e p o r t  i s  approaching completion 

and he discussed various s u b j e c t s  w i t h  the  members of the  

commit tee  but  no a c t i o n  w a s  taken on any of them. 

M r .  Canby opposed the use of accounting terms i n  any 

p a r t  of the l a w .  Sec t ion  244. w a s  discussed arrd i t  was suggested 

a reduc t ion  of c a p i t a l  could be through d i r e c t o r s  a c t i o n  w i t h -  

out consent of s tockholders ,  



M r .  Arsht discussed t h e  determinat ion of liquidating 

value of s t o c k  and i t  ,was t e n t a t i v e l y  agreed not  t o  fo l low 

the  p o l i c y  of t h e  S.E. C. on this.  

I*. Morris gave his opinion that too many changes i n  

the law would have an  adverse e f f e c t  and the committee should 

make only changes which i t  considered a b s o l u t e l y  necessary.  

P r o f .  Folk  discussed the  abolishment of a p p r a i s a l  r i g h t s  

s i n c e  a proxy s tatement  would f u r n i s h  s tockholders  w i t h  

p e r t i n e n t  information.  M r .  Arsht discussed e l imina t ion  of 

a p p r a i s a l  r i g h t s  where t h e r e  i s  an es t ab l i shed  market p r i c e .  

1%. Morris questioned how many cases t h e r e  had been r e c e n t l y  

dea l ing  w i t h  a p p r a i s a l .  

A b r i e f  d i scuss ion  was he ld  on seques t ra t ion ,  f o r e i g n  

corpora t ions ,  r e s i d e n t  f o r e i g n  corpora t ions  and d i r e c t o r s  

s e t t i n g  t h e i r  own cotnpensation. 

There being no f u r t h e r  business ,  t h e  meeting adjourned 

a t  12:4S o'clock P .  M. 
7 
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MINUTES OF SEVENTH iNEETING OF 

DELAWARE CORPORATION LAW STUDY CONHITTEE 

The seventh  meeting of t h e  Delaware Corporation .Law Study 

Committee was he ld  at t h e  o f f i c e s  of Ber l ,  P o t t e r  and Anderson, 

Esqs . , Delaware Trus t  Building, Wilmington, Delaware, on December 

The meeting was c a l l e d  t o  order  by Hon. Clarence A,  Southerland, 

Chairman of t h e  cornrnittee. Others present  were: 

S. Samuel Arsht,  Esq, 
Richard F. Corroon, E s q .  
Hon. E l i s h a  C .  Dukes 
Hon. Danie l  L .  Herrmann 
M r .  Alfred J e r v i s  
I r v i n g  Morris, Irf:sq. 
Yargare t S. Storey 

M r .  Corroon advised the committee t h a t  pursuant t o  a telephoned 

i n v i t a t i o n ,  he had a t tended a meeting of t h e  Corporation Committee 

of the B a r  Associa t ion  of the  C i ty  of New York. He s t a t e d  e ighteen  

members of such committee at tended the  meeting and t h e y  showed 

considerable  i n t e r e s t  i n  the proposed r e v i s i o n  of the  Delaware 

Corporation Law and inqui red  i f  they  could be of any a s s i s t a n c e .  

I*. Corroon s t a t e d  he d i d  not think i t  p r a c t i c a b l e  a t  t h e  p resen t  

time but  suggested a  copy of the  Folk r e p o r t  be sent  t o  such 

committee and a l s o  a d r a f t  of the proposed law, f o r  t h e i r  comments. 

M r .  Corroon was advised by the  Corporation Committee of the  B a r  

Associat ion of t h e  C i ty  of New York t h a t  t h e y  have always f e l t  

Delaware i s  t h e  b e s t  state i n  which t o  incorpora te .  

M r .  Morris '  comments on Professor  F o l k ' s  m a t e r i a l  concerning 

shareholders  d e r i v a t i v e  s u i t s  a t  pages 97 through lo9 of h i s  

r e p o r t  ware approved, 



SECTION 101. \ @ 
Mr. Arsht suggested Sect ion  101 be rev i sed  a s  fol lows:  

\ f. 

( a )  Any person, pa r tne r sh ip .  a s s o c i a t i o n  o r  corpora t ion ,  \ 
s i n g l y  or j o i n t l y  w i t h  o the r s ,  and without  recard  t o  h is  o r  \ 
t h e i r  res idence ,  domicile or  s t a t e  of incorpora t ion ,  may i. 
organize a corpora t ion  under this  chapter  by f i l i n g  a c e r t i f i -  \, 
c a t e  of incorpora t ion  w i t h  t h e  Sec re ta ry  of S t a t e .  i 

( b )  A corpora t ion  may be organized under t h i s  chap te r  
t o  t r a n s a c t  o r  conduct any lawful  business  or  bus inesses ,  o r  
t o  promote any l e g i t i m a t e  o b j e c t s  o r  purposes. 

( c )  Subsect ion ( b )  s h a l l  not  apply t o  municipal 
corpora t ions ,  banks, or  corpora t ions  f o r  c h a r i t a b l e ,  penal ,  
reformatory,  o r  educat ional  purposes sus ta ined  i n  whole or  
i n  p a r t  by t h i s  S t a t e .  Corporations f o r  cons t ruc t ing ,  
maintaining and opera t ing  p u b l i c  u t i l i t i e s ,  whether i n  o r  
ou t s ide  of t h e  S t a t e ,  m y  be organized under t h i s  chapter ,  
but corpora t ions  f o r  cons t ruc t ing ,  maintaining and opera t ing  
pub l i c  u t i l i t i e s  wi th in  t h i s  S t a t e  s h a l l  be s u b j e c t  to ,  i n  
a d d i t i o n  t o  t h e  provis ions  of t h i s  chapter ,  t h e  s p e c i a l  provi-  
s ions  and requirements of T i t l e  26 app l i cab le  t o  such 
corpora t ions .  ., 

It w a s  moved, seconded and ca r r i ed  t h a t  t h e  r e d r a f t  by 

Mr. Arsht of Sec t ion  101 as d e a l t  with on page 13 of the  Folk 

r e p o r t ,  be approved. 

SECTION 102. 

No a c t i o n  w a s  taken on Sect ion  1 0 2 ( a )  (1) pending cons ide ra t ion  

by the  Committee of Professor  F o l k r s  suggest ions as t o  r e se rv ing  

and r e g i s t e r i n g  corpora te  names beginning on page 23 of h i s  r e p o r t .  

1 0 2 ( a )  ( 2 )  amended t o  read a s  fol lows:  

The  address  and mai.ling address ,  i f  d i f f  e r e n t  (which s h a l l  
include the  s t r e e t ,  number, c i t y  and county) of t h e  c o r p o r a t i o n ~ s  
r e g i s t e r e d  o f f i c e  i n  t h i s  S t a t e ,  and the  name and address  of i t s  
r e g i s t e r e d  agent. 

102 (a) (3) t o  be r e t a i n e d  as i a e  

102 (a) (4 )  amended t o  de le te  the f o u r t h  sentence from t h e  

end, reading  as follows: 



"In each case t h e  c e r t i f i c a t e  of incorpora t ion  shall 
a l s o  s e t  f o r t h  the  m i n i m  mount  of c a p i t a l  , w i t h  which t h e  
co rpora t ion  w i l l  commence business ,  which shall n o t  be l e a s  
than $1,000." 

102 ( a )  (5 )  bo be re t a ined  as i s .  

102 ( a )  ( 6 )  t o  be re ta ined ,  as is. 

102 ( a )  ( 7 )  t o  be xe ta ined  as i s ,  

102 ( b )  (l), ( 2 )  and ( 3 )  t o  be r e t a ined  a s  is. 

102 ( b )  ( 4 )  amend t o  read as fo l lows : 

Provis ions  r equ i r ing  f o r  any corpora te  a c t i o n ,  the vote  
of a l a r g e r  p o r t i o n  of the s tock  o r  any c l a s s  thereof , ,  o r  of 
the d i r e c t o r s ,  t h a t  i s  raequired by th is  chapter .  

102 ( c )  t o  be r e t a i n e d  as is. 

It w a s  moved, seconded and c a r r i e d  that t h e  r e d r a f t  of 

Sec t ion  102, be approved. 

M r .  Corroon commentis on indemnif icat ion of d i r e c t o r s  and 

o f f i c e s s  were discussed but  a c t i o n  was defer red  u n t i l  t h e  next 

meeting. 

There being no furt iher business ,  the meeting adjourned, 

t -  ,. .' / , / A ' i  /,.b y/; .", , ,+. .i, h ,  . ' I  , I , 

S e c r e t a r y  



MINUTES OF EIGHTH MEETING OF 

DELAWARE CORPORATION LAW STUUY COMMITTEE 

The e i g h t h  meeting of t h e  Delaware Corporation Law Study 

Committee was held a t  the  o f f i c e s  of' Berl ,  P o t t e r  and Anderson, 

Esqs., Delaware Trust  Building, Wilmington, Delaware, on January 

13, 1965, a t  10:30 o ' c lock  A.  M. 

The meeting w a s  c a l l e d  t o  order by Hon. Clarence A .  Southerland, 

Chairman of the  Committee, Others present  were: 

S. Samuel Arsht,  Esq. 
Henry M. Catnby, Esq. 
Richard F, Corroon, Esq. 
M r .  Alfred J e r v i s  
Margaret S. Storey  

The Chairman mentioned t h e  l e t t e r  from Chancellor S e i t z  and 

i t  was decided t o  take th is  sub jec t  up a t  the next meeting o r  

when M r .  Morris w a s  p resen t .  

It was decided t h a t  copies  of the, minutes o f t h e  meetings of 

t h e  Committee not be sent  t o  Prof.Folk but  t h a t  a r e p o r t  would be 

s e n t  t o  him a t  a  l a t e r  date .  

Under I D E 1 r n I F I C A T I O N  OF OFFICERS AND DIRECTORS, it  was discussed 

whether or not  the  s t a t u t e  should author ize  Di rec to r s  t o  pay fees t o  

counsel  during progress  of l i t i g a t i o n ,  M r .  Corroon advised he would 

send a  l e t t e r  t o  each member with h i s  comments on t h i s  s u b j e c t .  

Sec t ion  141 ( a )  t o  be r e t a i n e d  a s  is .  

Sec t ion  141 ( b )  Page 5'2 of Folk r e p o r t .  
Amendment incorpora t ing  a  c lause  permi t t ing  the  f r e e z i n g  
of the  number of d i r e c t o r s  i n  t h e  c e r t i f i c a t e  ,was approved. 

Prof ,  Folk!s suggest ion a g a i n s t  shortening t h e  term of 
d i r e c t o r s  was disapproved as unnecessary. 

Recommendations i n  paragraph 4 on page 53 of the Folk r e p o r t  
w a s  deemed unnecessary and was not approved. 



Refe r r ing  t o  Topic 4 page 53 of t he  Folk r e p o r t ,  t h e  
Committee wad of - the  op in ion  that no q u a l i f i c a t i o n  
amendment r e s p e c t i n g  d i r e c t o r s  was necessary.  

RESIGNATION OF DIRECTORS - Topic 4 - Page 54 of Folk  Report.  

The committee approved a t r a n s f e r  of t h e  ho ldover  p r o v i s i o n s  
of S e c t i o n  141 ( b )  - t h i r d  sen tence ,  and the  t r a n s f e r  of t h e  
f u t u r e  r e s i g n a t i o n  p r o v i s i o n s ,  being t h e  last  sen t ence  of 
S e c t i o n  223, t o  a new s e c t i o n  o r  subsec t ion  t o  be d r a f t e d  a t  
a l a t e r  da te .  

QUORUM - page 6 1 B  and 62 of t h e  Folk  r e p o r t .  

The l a s t  s en t ence  of :L41 ( b )  w a s  approved w i t h  anendments 
t o  t h e  language t o  be  r edraf  t e d  by M r .  Corroon, 

P r o f ,  F o l k ' s  recornrnenclations were approved as s e t  f o r t h  
on page 64 of his  r e p o ~ t ,  

141 ( d )  t o  be r e t a i n e d  as i s .  

141 ! e )  t o  be r e t a i n e d  a s  i s ,  

141 ( f )  t o  be r e t a i n e d  as is. 

l l ~ l  ( g )  The d r a f t  on page 61 of t h e  Folk nepor t  was approved. 

Folk Report  - Pages 55 and 56. 

The Committee agreed t o  a l l  t h e  sugges t ions  and des igna t ed  
the  Chairman t o  r e d r a f t  t h e  language acc.ordingly. 

I t  was deemed unnecessary t o  f u r t h e r  amend S e c t i o n  223 w i t h  
r e f e r e n c e  t o  t h e  sugges t ions  on page 56 - t h e  l a t t e r  p a r t  of 
paragraph 2. 

It w a s  recommended by M r .  Canby t h a t  t he  meetings be h e l d  every 

two weeks i n  o r d e r  t o  exped i t e  the work of  t h e  committee, This 

recoimnendation w a s  approved. 

Upon mohion, du ly  made, seconded and c a r r i e d ,  t he  meeting 

adjourned,  
/ I  



??he nfPa& met8mg sf the &+rrrariteaee was held at the 

off ices o f  Berclh PocCer & Andorwm, J.khware Txust m%lding, 

Wilmhgtxn, Delaware, on .January 27, 1.965, at 10:OO o'clock 

%a Chaiaarara notad that a cp.~orum w a G  rip: present, 

but it was determined to pmeesd w i t h  the cmsbderatJIm of 

items om t b  agenda wbth the arnderotandlng t b E  any decirshns 

were tentative and subject to review at the next meeths t a t  

the requeet o f  any membero 

Seetion 274 sf the I3@bp;far@ Corgwraatm Law, draf tsd by 

W$Plfm S. Potter, &squ¶.re,, dealing wit31 a specific problem 

esncarnhg close corpo~slttowa~ After discuse &an, a t  



Mr. Potter was present, i t  was resolved that a copy sf hi8 

draft s b u l d  be sent ts Profswsor Folk far his cansiderat:ion 

and c e m n t ,  w i t h  the request that he give the ~ m f t t e e  his 

views before the next meting of the t%mmittee Qn February 10. 

In th i s  connect ion,  the &amittee also considexad two mggea- 

t i o n s  by Mr. Dedarick, o f  The Csrp~retlon T r u s t  Ccmpany, re- 

la t ing  t o  a quastism s f  arrangement and relating to a qusstim 

of procedure upan di.ssolutisn, 

fie Colmittce eonsidered t b  redraft sf the language 

of Section 223 contained bn the repart of cha Chaipan recently 

fumf shad the mmbcers. %is redraft ssas approved, subject to 

the i n s e r t i o n  of the word ''suchqf befare the word 'ldiractmrsll in 

subparagraph (e), aeveneh. Bhe. 

The Camittee next: esnglidered the matter of the remval 

of directors, Section 142, pages 56 to 64 sf the Folk report, 

I t  was resolved chat this question might be bes t  <isalt with 

by provis ions  %n the csreif~lcsta of incsrparation sf any carpor- 

atim and that a statute speciff.esnlly dealing with th matter 

was undeai~obLc, as p a s s i b l y  leading to tam much complexity, 

The Cormanittee next considered C ~ ~ S C U S S ~ ~ ~  of the c lass i -  

f hat ion  sf directors, other than s taggared directors, Professor 

~alk's report* pegas 5 9 ,  60, It: was resolved that no statute 



with respect a the subject was required or desirable since 

the subject emld be mst satiafinctarily dealt  with i n  that 

wrtisxp of the cextif  ieste of incoxparation creating such 

classes of d ixe ie tars ,  

The Camittee eonsfdered the r e c m d a t h n  sf 
. . 

Rafesssr Folk w i t h  respect ta so-called super-statutory w t e  of 

direatsrl~,  pages 62-63, Xrt: wsla rasolwad that such a p m i -  

sion, as recornended by Professor Folk (page 631, was des ir -  

able and that it shmld be inserted a t  the eoneluding sentmean! 

sf the present. Ssetfm 14l(a), 

The &muittee eaneidared the question sf waiver 

of notice sf directors meting by an seeanding director, pages 

63, 64 sf the Folk ramrt. In view of the great variety of 

cireumaeances under which thbs  question might arise, it was 

resolved that no statutory regulation of the matter was 

desirable. 

The Cbrramf t tce  considered the suggested eunsndmnr 

ta Seetion P42(b) relating to multiple offiec b l d i n g ;  Folk 

report, page 66. It was sf opinion that ehere was nga longer 

--- - B  I--- ---.I- l a  .-al- A** 
L C G Q ~ P J ~ ~  L W L  y r w r r i u ~ L u r g  uuaX ~ f f  ~ C Q  baldin3 h respect of 

president and omeetary and, ekerefarc, favored the aljlnnina- 

ti& of the restrictfve clause i n  the section but weze also 



of the oplnjroaa that bt~€o.pe! any actig~m s h u 1 B  be taken, 9 : b  

C o m d t t w  n h l d  b v a  the benefi t$ of comment f r o m  the 

Sseretary of Cbrp~ratP .~n  ~ p ~ r m e n t .  

%%e Comf ttee ceoxlsidered the pr~g.ms)ed 

ts Secebm 142 ( a ) ,  Folk report, page 6 6 ,  rcspecthng ehe 

f % P l i n g  of vacancies occurring fn c~fffees filled by a8ax-a- 

holder aet%on. These being rare eaeas, the Comi%tee was 

a f  the  sptwiaa &at the cospratfon should regulate the matter 

by by-law. Bseauss the suggestion of Pr~fesssr Folk w m l d  

reqdre seackhokdcr actlbsxa eo fill. the vacancy, it was d i s -  - 
approved s h e s  W t  mmld de,rngp co the ccorpration the! %tight to 

regulate ehe matter by by-Law. 

Tihe Cmmittes eolnalldarad the pzopsred aarasndmrrat 

in paragraph (3) ow page 66 sf the Falllk rqmlrt with respect 

eo eontract righes of an c:ffieer and disapprwed it  8% being 

unnecessary, 

The aubjast sf %wPCerested di%reetors, Yolk repart, 

pages 67 ff,, was passed urrattl the next meeting. 

The Camittee coneaidered the draft sf a m e w  pnovi- 

L.- -3&&-3 -..a&& &L- ion cmeemhg exec~tt Jcra r;bf i r a ~  Lri-u&a La, S~~LJWILLWU WIILCII LIIO 

Chairmanos report sf July :17, 1964. '%%re language of t b  

redraft was approved with the EelSlwing ebngas: 



In pa~agx~~ph (gb) (2 1 ,  strike mt the wardl "if" 

art4 aubatf tate the phgasa ''if i t  a b l f  appear from the 3.nscm- 

merit that9', 

Pn paragraph (b) (31, the oam change. 

Wsvevsr, the CommAtteclss determined that furthen' cow- 

siderati~n sbuldl be given ts the pmpriety of such a m e w  

seetiow in the l ight  of $he foe& e b t  Mr. Jex"81.f~ said twenty- 

three seher sectgona contain pmv%s%gsws respecting the sxacu- 

new starnix w B t h  the s&aa racc"9ana of the l a w .  

The Cam%ttee d~,~emjlPO@d &a% the agenda for 

February 10 c ~ b u l d  ccsnsfdar fisst,ehe rnaeter of close ear- 

p o r a t t ~ n a  and ehe paepguaed statute drafted by Mr. Potter; 

second, ehe meter sf hnader~nfficatisnn of officsrs; thfxd, &a 

meter of htarested direeeo~s; and fouzth, the meeer of the 

new statute respecting execution af i n s t m ~ w t s ,  



MINU'I'ES OF TENTH MEETING OF 

DELAWARE C O.KPOHAY'ION L A W  STUDY COMqITT3GC 

I'he .t;en.t;ll lneeting of t he  Delaware Corpora t ion  Law Study 

Committee was h e l d  a t  tlne o f f i c e s  of B e r l ,  P o t t e r  and Anderson, 

fisqs,,  Oelaware T r u s t  Bui ld ing ,  Liilmington, Delaware, on 

Februxry 10, 1965, a t  10:30 o t c l o c k  A. M ,  

The mee t ing  w a s  c a l l e d  t o  o r d e r  by Hon. Clarence A .  

Souther land ,  Chairrnan of t h e  committee. Others  p r e s e n t  were: 

Henry M. Canby, Esq. 
Richard 2'. Corroon, Esq .  
lion. E l l s t l a  G .  Dukes 
I r v i n g  Morr is ,  Esq. 
Margaret  S, S to rey  

M r .  Dukes s t a t e d  a l e t t e r  had been r ece ived  f rom J u s t i c e  

Herrmann r e s i g n i n g  from the  committee and that C l a i r  ,John 

K i l l o r a n  had been appoin ted  a member t o  r e p l a c e  J u s t i c e  

EIerrmann. 

Upon f u r t h e r  cons id . e r a t i on  of t h e  P r o f .  Fo lk  r e p o r t  on 

t he  Po t t e r -Sa ton  s t a t u t e  and Mr. Ea ton ' s  l e t t e r  of February  9 ,  

i t  was the o p i n i o n  of t h e  Colrunittee t h a t  trle s t a tuLe  a s  d r a f t e d  

and as proposed t o  be arnended by M r .  Eaton, should  be disapproved,  

u n l e s s  t h e r e  i s  added t o  t h e  s t a t u t e  a c l a u s e  c o n f e r r i n g  d i s c r e t i o n  

a s  t o  r e l i e f  upon t h e  Court of Chancery. The s t a t u t e  would have 

t h e  approva l  of t h e  Cormit tee ,  s u b j e c t  t o  rev iew of th,e s u b s e c t i o n  

i n  conne . ; t ion  w i t h  P r o f .  P o l k ' s  s e c t i o n  on "Close co rpo ra t i ons" .  

INl )Ei4NIPICATION O F  Z)IRil;CTOHS AN0 OI~'FICERS 

A f t e r  a d i s c u s s i o n  of on t h e  amendment con ta ined  i n  M r .  A r s h t r  s 

l e t t e r  of January 21, 1965, i t  w a s  voted f o u r  t o  one t o  d i sapprove  

such amendment. 



lte. Cor roon ' s  d r a f t ,  annexed t o  h i s  r e p o r t  o f  November 13, 

1964, was approved, s u b j e c t  t o  t n e  d e l e t i o n  f rom sub paragraph  (a) 

of h is  d r a f t ,  of t h e  l s t i i ,  1 6 t h  and 1 7 t h  lines t h e r e o f  ( e x c e p t  the 

l a s t  word " t h e " ) ;  and a l s o  s u b j e c t  t o  the  d e l e t i o n  f r o ~ n  the  11th 

l i n e  of paragraph  ( b )  0.f' his  r e d r a f t  of t h e  words " i n  any c a s e  i n  

r e l a t i o n  t o "  and t h e  s u b s t i t u t i o n  of t h e  term " i n  r e s p e c t  of" ;  

and s u b j e c t  t o  tile i n s e r t i o n  i n  t he  9 t h  l i n e  of paragraph  ( b ) ,  

af ' te r  tile phrase  " i n  cotinection wi th"  of  t h e  pklrase "the defense  

o r  s e t t l e m e n t  of ". 
It  w a s  unders tood t h a t  M r .  Corroon would make a r e d r a f t  o f  

h i s  d r a f t  and send a copy t o  t h e  members of t h e  Committee. 

Prof'. F o l k t s  d r a f t  of the  I n t e r e s t e d  D i r e c t o r s  s t a t u t e  was 

adopted w i t h  eve ry tn ing  i n  S e c t i o n  ( a )  a f t e r  t h e  9 t h  l i n e  (page 6 8 )  

be ing  d e l e t e d  and a  co~nrna be ing  i n s e r t e d  a f t e r  t h e  world. "purpose",  

The d e c i s i o n  of  the  meeting o i  January 27th r e s p e c t i n g  142 ( b )  

(.Folk r e p o r t  Page b 6 )  was approved. T h i s  i s  Lo e l i m i n a t e  f rom 

142 ( b )  t n e  clause "o the r  ti-lan tile o l ' f i ce s  o f  P r e s i d e n t  and 

S e c r e t a r y " .  

The d r a f t  of  a new s t a t u t e  on execu t ion  01' i n s t rumen t s  

ailtiexed t o  t h e  Chairman's  r e p o r t  on J u l y  17th, page 4, w a s  

approved subjeci;  t o  t h e  f'ollowirlg changes: 

I n  l i n e  2 i n s e r t  a f ' t e r  t o e  word " S t a t e f t  t h e  fol lo.wing ph ra se :  

"by any c o r p o r a t i o n  organized under th i s  chap te r" .  

In paragrapil  ( b )  ( 2 )  i n s e r t  a f t e r  t h e  word "if", t h e  ph ra se  

"it shall  appear  fyro~n t h e  ins t rument  that" ,  

I n  paragraph  ( b )  (3 )  i n s e r t  a f t e r  t h e  word "Sf" t h e  p h r a s e  

irmnediately above quoted ,, 



The D i r e c t o r  of t h e  Corpora t ion  Department was r eques t ed  

t o  f u r n i s h  t;he Committee w i t h  a l i s t  of o t h e r  S e c t i o n s  of t h e  

Corpo ra t i on  Law wnich s p e c i f y  t h e  tnethod of e x e c u t i n g  p a p e r s  t o  

be f i l e d  by Delaware c o r p o r a t i o n s .  Mr. J e r v i s  of 'The Corpo ra t i on  

T r u s t  Cornpany was t o  be r eques t ed  t o  f u r n i s h  a similar l i s t .  /* 
M r .  Dukes r e q u e s t  t h a t  a t  the  nex t  meet ing of t h e  Committee, 

t h e  problem of c o l l e c t i o n  o f  f r a n c h i s e  t a x e s  be d i s cus sed .  H e  

f u r t h e r  s t a t e d  t h a t  iqr .  kc. I-Iobson Davis, S t a t e  Tax Commissioner, 

would be p r e s e n t  a t  s a i d  meeting.  

A t  t h e  r e q u e s t  of s e v e r a l  members, i t  was determined t o  

schedule  t h e  meet ings  of t u e  committee f o r  a l t e r n a t e  Tuesdays 

a t  10:30 A .  M., i n s t e a d  of on a l t e r n a t e  Nednesdays. 

The meeting thereupon adjourned.  
.C 

L.. . 
,/ 

.; ' 
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./ ,. A <//? ?? ( 
Ir,,..# " S e c r e t d r y  --T 



DELA'vJrlHfi COH P O H A ' J  IOE LAW STUDY CO r!i?4I TTdE: 

The e l e v e n t h  mee t ing  of t h e  Delaware C o r p o r a t i o n  Law S t u d y  

Committee was h e l d  a t  trle o f f i c e s  of B e r l ,  P o t t e r  and Anderson,  

ksqs . , Delaware T r u s t  R u i l d i n g ,  idilmin{$on, Delaware,  on  

F 'ebruary 23, 1965, a t  l0:30 o ' c l o c k  A .  M .  

The mee t ing  w a s  c a l . l e d  t o  o r d e r  by Ar. Richa rd  F,, Corroon,  

Vice-Chairman of t h e  conirnittec. O t h e r  p r e s e n t  w e r e  : 

Y .  Snmucl A r s h t ,  I:;sq. 
Iienry ?!I. Canby, E:sq. 
lion. 14:llst;a i:. Dukes 
::lr. !lavi.d l i .  ,Tackman 
;4r. A l f r e d  J e r v i s  
T r v i n : ~  T~Iorr is ,  Plsq. 
%I--aret  3 .  Atorey  

A:Lso p r e s e n t  were r.719. L C e  i-iobson Davis ,  S t a t e  Tax Gomiissri.oner 

and i 4 r .  C h a r l e s  A. ;;lenr;on, I l i r e c t o r  T a x a t i o n  and S t a t i s t i c s .  

M r .  Dukes s t a t e d  tti:3t i n  v i ew of t h e  c l o s e  r e l a t i o n s h i p  

betwee11 t h e  a s s e s z 5 n e n t  oi' i ' r a n c n i s e  t a x e s  and t h e  c o l l e c t i o n  

of s a i d  t a x e s ,  most i n t e r A e s t e d  p ~ r t i e s  a r e  o f  the  o p i n i o n  t h a t  

b o t h  prlases s i lould PIC? ha)-zdled by the  same Departrnent.  A t  the  

p r e s e n t  t ime  t h e  a s ses~ :nc? r~ t  i s  rnade by the  o f f ' i ce  01' t h e  

Secretary of' : ; t a t e  i t 1  Uover and t n e  c o l l e c t i o n  i s  hand led  b y  

t h e  S t a t e  'Tzx 1)epart:nent i n  ;di lmington.  He f u r t h e r  s t a t e d  t h a t  

c o r p o r u t i . o n s  o r g a n i z e d  i n  D e l a r ~ a r e  would r e c e i v e  b e t t e r  s e r v i c e  

if one Department  h a n d l e d  a l l  c o r p o r a t i o n  m a t t e r s .  

A f t e r  a b r i e f  d i s c u s s i o n  i t  was unsnimously  v o t e d  t h a t  

t h e  C o r p o r a t i o n  Department o f  t h e  O f f i c e  of' t h e  S e c r e t a r y  of 

S t a t e  would be t h e  logica. . l  Department t o  h a n d l e  t h i s  work, 



I t  w a s  a l s o  d e c i d e d  t o  change t h e  minimum tax f rom $5.50 t o  

$10.00 so t h a t  a l l  c o r p o r a t i o n s  with a u t h o r i z e d  s t o c k  up t o  

1,000 s i l a r e s  would be assessed  $10.00 r a t h e r  t h a n  t h e  $5.50 

o P  $11.00 t h e y  are now a s s e s s e d .  

M r .  A r s h t  o f f e r e d  t o  d r a f t  t h e  b i l l  making t h e  n e c e s s a r y  

changes  i n  t h e  C o r p o r a t i o n  1;'rancrrise Tax Law, s o  it c o u l d  be 

i n t r o d u c e d  i n  t ( l e  p r e s e n t  Session o f  the S t a t e  L e z i s l a t u r e .  

I q r .  Oavis and Iblr. ~ S l e r ~ n o n  t h e n  l e f t  t h e  meet ing  w i t h  t h e  

u n d e r s  t and in r ;  t h : ~  t rxr. i:)uices, E"l A ~ s h t  and Xrs. S t o r e y  would 

meet  l a t e r  i n  t h e  day  t o  d i s c u s s  t h e  m a t t e r  w i t h  t h e  members 

o f  t n e  ; ; ta . te  Tax Foard .  

J u s t i c e  S o u t h e r l a n d  Is r e p o r t  of  September 16, 1964,  of 

t h e  j~lollr r e p o r t ,  phges :ll0-l55, was d i s c u s s e d .  

Section ,A (parr,c 111) was approved ns w r i t t e n ,  and h i s  

recornrnerrdatj-on t o  t r : \nsf  e r  t o  S e c t i o n  141 (b ) t i le r e f e r e n c e  t o  

d i r e c t o r s ,  was z l s o  noproved.  

S e c t i o n  13 ( p a g e  1I..5) w :is ap2roved.  

S c c t i o n  C ( / , ape  11.9). It was d e c i d e d  t h i s  I~IEIS FL 

s u h s t i t u t i o r l  f o r  S e c t i o n  224 of' t h e  Corpora t i o n  I,aw, however ( a )  

( b )  and ( c )  on pn,ze 120 of  t h e  r e p o r t  should  be inclucred w i t h  

(b) (1) ( p a y e  1 2 1 )  f o u r t r l  l i n e  t o  r e a d  " n o t i c e  i s  g i v e n ,  
i f  n o t i c e  i s  waived, a t  the c l o s e "  

( c )  ( p a g e  12i) t h i r d  and f o ~ ~ r t r r  l i n e s  t o  r e a d  "of t h e  
mee t ing ;  p r o v i d e d ,  however,  t h a t  t he  Board of D i r e c t o r s  
may f i x  a new r e c o r d  d a t e  f o r  t h e  a d j o u r n e d  meet ing ."  

S e c t i o n  D was approved  - t o  become S e c t i o n  C, 



S e c t i o n  E. 'The C o m m i t t e e  approved the suggestion that 

S e c t i o n  212 be arnended .to i n c l u d e  the m,cttcrial i n  the f i r s t  

full paragraph on page 124 of the !;'elk r e p o r t .  

Parazraph 1 - "~efinition" of  Proxy w a s  disapproved as 

u n n e c e s s a r y .  

Para i~raph 2 - l ievoc:ation of  Proxy was d i s a p p r o v e d .  

Parapapit; 3 - l > i s a p p r o v e d  . 
CU>'IIJLATIVli: VO'TLNG - (Paye  134 ) . P4r. Arsht requested 

d i s c u s s Z o n  of t h i s  sec t f ion  be d e f e r r e d  u n t i l  iie had t2me t o  

s t u d y  t h e  s e c t i o n .  

'The mee t ing  t1lereul;)on a d  j3urned .  



Tile t w e l f  t b  meeting o f  t h e  Delaware C o r p o r a t i o n  Law S t u d y  

Committee w a s  h e l d  a t  t h e  o f f i c e s  of B e r l ,  P o t t e r  and Anderson, 

E:;qs., D s l a t ~ a r e  ' I rus  t R:.lilding, Wilmington,  Delawsre , on  $larch 

9tk1, 1965, at 10:30 o~cl.ocl.; A. r". 

'i'lie m e e t i n s  w a s  ca:l-led t o  o r d o r  by I-Ion. C l a r e n c e  A.  S o u t h e r l a n d ,  

Chairmarl o f  t h e  co~nrr i i t toe.  Ot i ie rs  p r e s e n t  were : 

S .  Samuel A r s h t ,  ii'oy. 
Sichard F. Corroon,  Esq. 
k:on. 13l isha C. Dukes 
?'I]?. 9avi.d iI .  Jackman 
!.IT. A l f r e d  J e r v i  s 
CIlair J. K i l l o r a n ,  Esq. 
Irving FTorris, E s q .  
!S:ir,iare t S . S t o r e y  

A f t e r  d i . s c ~ ~ s s i . o n ,  t h e  Conunittee approved t h e  d r a f t  o f  t h e  

f ranc i l i sc i  t a x  l aw as  p r e p a r e d  by  Mr. A r s 2 - i t ,  amended by M r .  Corroon 

and f u r t i l e r  anended t;he v w i o u s  crlanges adop ted  a t  this meet ing ,  

~ 1 1  2s s e t  So r t l l  in a r e d r a f t  t o  be p r e p a r e d  by M r .  Arsht .  Copy 

o f  suci-I r e d r a f t  t o  b e  a t , t a c h e d  t o  t h e s e  m i n u t e s ,  

It was moved a n d  seconded tha-1; P r o f .  Po lk  be r e q u e s t e d  t o  

p repare  a s t a t u t e  on C lose  C o r p o r a t i o n s  f o r  w11:ictl he would r e c e i - v e  

a d d i t i o n a l  coinpensat ion.  

The meetin;: t i- lereupon a d j o u r n e d .  



MI NTJTES OF THIH TEENTH ~lEU1f'I NG OF 

D !I,LA~AF<I':; C: OHP OH A ' l ' i  ON LAY STUDY COI\C*II TTEE 

The t h i r t e e n t h  m e e t i n 3  of t h e  Delaware C o r p o r a t i o n  Law Study  

Committee was h e l d  a t  tihe o f f i c e s  of E e r l ,  P o t t e r  and Anderson, 

zsqs . , Del.aware Trust F:uilding,  Wilmington,  Delaware ,, on March 

T11e meetin?; w a s  ca:Lled t o  o r d e r  by ;ion. C l a r e n c e  A. S o u t h e r l a n d ,  

d l ~ a i r m a n  of t h e  cornnittt:e. Others p r e s e n t  were :  

S .  Samuel A r s h t ,  '_':sq. 
Henry M. Canlny, Zsq. 
Sichard F. Corroon,  ti:sq. 
Iion. 3 l i s h a  C. Dukes 
? I r a  A l f r e d  J e r v i s  
Y a r ~ a r e t  S. S t o r e y  

,Tjie cornrnittee adopted  a r e s o l u t i o n  a p p r o v i n g  t h e  d r a f t  o f  

t h e  f r a n c h i s e  t a x  l a w  a s  p r e p a r e d  by M r .  A r sh t  w i t h  t11.e changes  

ninde to and approved  k,y trle comr-dt tee .  

'The suF{l;;estions of t h e  P'olk r e p o r t  (patyes 135-136) c o n c e r n i n e  

S e c t i o n s  215 and 216 were approved.  

Ifhe s u g , ? e s t i o n s  of  t i le i?olk r e p o v t  (pa:<e 3-37) were d i s a p p r o v e d .  

The SI-rq;,-;cstj.ons o f  t i le Follr: r e p o r t  (pages  131+-13!S) c o n c e r n i n g  

S e c t i o n  %1b,  werc c o n s i d e r e d  and d i s a p p r o v e d .  

Sup:? ;es t ion  No. 3 or1 pa;;e 138 of t i le "elk r e p o r t  d e a l i n g  w i t h  

a s t a t s t e  coverin;; vo t in ,q  of s t o c k  i n  t h e  narne of' p a r t n e r s h i p s  

was d i s a p p r o v e d .  

Su?::;est?on ]\To. 4 on p ~ 2 ; e  138 of the Ti'olk rei?or-t c:oncerning 

t h e  i n c o r p o r a t i o n  o f  t h e  Model Act f o r  v o t i n g  by c o r p o r a t i o n  owning 

snares, laas d i s a p p r o v e d .  

Su;r:;estj.on No. 5 on p a g e s  139 and 140 of t h e  ti'olh: r e p o r t  w i t h  

r e s p e c t  t o  the v o t i n g  by a  c o r p o r a t i o n  o f  its own s h a r e s  was 



dj . sapprovcd  e x c e p t  that  t h e  su: :gest ion of i n c o r p o r a t i ~ i g  t h e  

l a n g u a q e  i n  t h e  f i r s t  s i x  l i n e s  on  page 140 was approved.  

Slxygest iou No. 6 (page  1 4 1 )  of the F o l k  r e p o r t  r e l a t i n , ?  t o  

t h e  v o  t i r l r ?  0.i' 3 h a r e s  cal.:l.ed f o r  redemption was approve:d wi t k l  the 

follow in^ amendment : 

In the  7 t h  l i n e  t h e r e o f ,  s t r i k e  o u t  t h e  words " d e p o s i t e d  

~ l r i  t h  :L b::nli. o r  t ras  t co:rLpany w i  t h "  and chan~;d*  i r r e v o c a b l e 1 '  t o  

" i r r evocab ly ! ' .  

I n  t h e  8th l i n e  s t r i k e  o u t  t h e  t h r e e  words " i n s t r b u c t i o n  and 

autklolai ty"  and j - n s e r t  i n  lieu t i l e  words " d e p o s i t e d  o r  s e t  aside". 

T h e  recoruirriendations i n  p a r a g r a p n  No. 7,  paaes l i l l  to 145 of 

tlie 'Y1ol~:i r e p o r t  were app roved  including-;  t h e  p r o v t s i o n s  o f  t h e  

C o n n e c t l c c t  s t a t u t e  s e t  f o r k h  on page 144. 

The s u g g e s t i o n  j.n p s r a p n p h  No. 8 on page 1115 of the F o l k  

11 r e p o r t  r e l a t i n g  t o  "surv ;vors  wa3 d i s a p p r o v e d .  

'I'he su2:;jestiou c o n t a i n e d  i n  pnrazr.a.ph No. 9 on pags 1-45 oL" 

t h e  14'01k r e i > o r t  r e ln - t in r i  t o  v o t i n c  by minors  o r  l i f e  t e n a n t s  

was d i s a p ( ~ r o v e d .  

The s u g ~ e s t i o n  i n  t h e  f o o t n o t e  on page 1115 of t h e  P o l k  

r e p o r t  rel:itin(-l: t o  a Con~?ectFcut  s t a t u t e  r e s p e c t i n g  t h e  1 i . a b i l i t y  

of C o n n e c t i c u t  cor,oor:lt:i.ons zin c e r t a i n  v o t i n y  m a t - t e r s  was n o t e d  

and c o n s i d e r : + t i o n  t n e r e o f  was d e f e r r e d .  

The me e  t i n ?  t h e r e u p o n  a d j o u r n e d .  
I 

, , 
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S e c r e t a r y  _., ,. 
,:' 



i l lINUTL3 Ob' FOUi{Tk:ENTI-I ?I&iiTING OF 

DEL~LLL'ARE COHY ORATIOTJ LAM STIJDY COINP~ITTE~~ 

%he f o u r t e e n t h  mee t ing  of  the Delaware C o r p o r n t l o n  Law S t u d y  
I 

Committee was h e l d  a t  t h e  o f f i c e s  of  B e r l ,  P o t t e r  and Anderson,  

il;sqs., Delarirare T r u s t  F!uilding, Wilminpton, Delaware,  on 
I, 

I 

I A p r i l  6 ,  1965, a t  lO:3C) O ' C ~ O C ! ~  A.  X. 

The meet ing  was c a l l e d  t o  o r d e r  by Bon. C l a r e n c e  A.  

S ~ u t n e ~ l a n d ,  Ghni-rman o f  the Conimittee. O t h e r s  p r e s e n t  were : 

I S .  Samuel Arsh-t ,  illsq. 
I .I-Ion. d l i s h a  C .  Ilukes 
I I:r. A l f r e d  J e r v i s  
I I r v i n g  ? ~ i o r r i s ,  &sq.  
I I"la12gare t S . S t o r e y  

I A l s o  p r e s e n t  were ? i e s s r s .  C h a r l e s  S .  Compton, C h a r l e s  17. 

i Ii ichard;; ,  Jr. and i,dalter S t a p l e t o n ,  

The  meetinfj, coiis5.dere!3, t:le r e p o r t  of P r o f .  ;,i'ol!c (;?ages 145- 
I 
I 1119) w i t : \  r e s p c c t  t o  i n s p e c t o r s  o r  judges  o f  e l e c t i o n .  It was 

I t i . ~ c  concensus  ti-!at no amendment w a s  r e q u i r e d  o r  d e s i r a b l e .  

I I t  was t h e  concensus  t .ha t  on t h e  s u b j e c t  of t h e  v o t i n g  

r-igh-t s oi' bondi.~olclers,  ( p a m  149 ) t h e  Polli recommerrdat :ion of 

i i n c l u s i o n  ol' tile phra-se " o r  o t h e r  ob1i:;ations i ss i red  o r  t o  be  

i s s u e d  hy t h e  c o r p o r : l t i  on" i n  t h e  f ' i f t h  l i n e  of S e c t i o n  221, be 

I approved.  Al so  t h e  twe1:Ctll and t n j . r t e e n t h  l i n e  shoulcl be amended 

: t o  r e a d  "sucn h o l d e r  of Ponds,  d e b e n t u r e s  or o t h e r  obl i : : ,a t ions".  
I 

i The committee c o n s i d e r e d  t he  Fo lk  r ek3or t  ( P a r .  N - Page 1 5 0 )  

c o n c e r n i n g  tl le Review of I::le\.: t i o n s ,  S e c t i o n s  225 a n d  227 of t h e  

I S h a t u t e .  I t  was t h e  corlcensus t h a t  no chantlie was needed  o r  
I 

d e s i r a b l e  . 



- - / I  The committee decided t o  amend t h e  language of  t h e  ~ 
I 

I h e r e t o f o r e  approved r e d r a f t  of S e c t i o n  223 by i n s e r t i n g  i n  t h e  

I . f i f t h  l i n e  of s u b s e c t i o n  (a) a f t e r  t h e  word "quorum", t h e  
I 

! phrase :  "or  by a s p l e  remaining d i r e c t o r " ;  
I 

I The committee cons jdered  t he  s u g g e s t i o n  of an amendment 
I 

t o  S e c t i o n  228 ( p a r .  P - Page 151) r e s p e c t i n g  t h e  expansion of 
i 

the  p r o v i s i o n  f o r  the  w13itten consent  of s t ockho lde r s  i n  l i e u  
I 

of a meeting.  The suggested amendment was disapproved.  

~ The committee considered t h e  v a r i o u s  proposed amendments 

I 

t o  Subchapter  14, Fore ign  Corpora t ions ,  l i s t e d  i n  t h e  Fo lk  
I 

r e p o r t  pa se s  281 t o  287. 
I 

Sugges t ion  1. Fore ign  C o r p o r a t i o n l s  powers, was disapproved.  
I 

It; w a s  agreed t h a t  t h e  s u g g e s t i o n  t h a t  a s ta tement  o f  

. I purposes  0.t' a f o r e i g n  co rpo ra t i on ,  con ta ined  i n  Paragraph 2 on 
I 

! page 281 of t h e  r e p o r t ,  be disapproved.  

I A l l  t he  p r o v i s i o n s  of  paragraph No. 3 (pages  282-283) 

were disapproved.  

The sugges t i on  con ta ined  i n  paragraph IVo. w i t h  r e s p e c t  

r i v i n s  t h e  At to rney  General  i n j u n c t i v e  powers a g a i n s t  f o r e i g n  C2 

c o r p o r a t  tons  no t  q u a l i f  y.ing, was approved. 

The sugges t ion  i n  t h e  f i r s t  numbered paragraph 5 (a,) on page 

284 p r o h i b i t i n g  a c t i o n  by u n q u a l i f i e d  f o r e i g n  c o r p o r a t i o n s  w a s  

approved. Also paragraph  S(b) v a l i d a t i n g  t h e i r  c o n t r a c t s  and 

p e r m i t t i n g  de fens ive  s u i t s ,  was approved. 

The sugsj;estions t o  i n c o r p o r a t e  a d e f i n i t i o n  o f  the phrase  

" ~ o r e i @ n  co rpo ra t i on"  as s e t  f o r t h  on page 285 of the r e p o r t  

con ta ined  i n  t h e  second numbered paragraph  5 w a s  approve,d, t o g e t h e r  

w i t h  neces sa ry  changes i n  Sec t ions  341 ( a )  and 343. 



.- , 
? 8 

The commit tee  c o n s i d e r e d  t h e  s u g g e s t i o n s  f o r  i n c o r p o r a t t o n  

j.n the  1e.w of  t h e  p r o v i s i o n  f o r  r e i n s t a t e m e n t  o f  f o r e i g n  c o r -  

p o r a t i o n s  8 s  s e t  f o r t h  in parag;raph N o .  6 on page 286-287. I t  

was a,zreed t o  i n  p r i n c i p a l ,  s u b j e c t  t o  f u r t h e r  e x a m i n a t i o n  by 

t h e  S e c r e t a r y  of S t a t e ,  the  C o r p o r a t i o n  Department  and The 

C o r p o r a t i o n  T r u s t  Company. 

The m e e t i n g  t h e r e u p o n  a d j o u r n e d .  



MINUTES OF FIFTEENTH MEETING OF 

DELAWARE CORPORATION LAW STUDY COMMITTEE 

The f i f t e e n t h  meet ing of t h e  Delaware Corpora t ion  Law Study 

Committee w a s  he ld  a t  the  o f f i c e s  of Be r l ,  P o t t e r  and Anderson, 

Esqs . ,  Delaware T r u s t  Bui ld ing ,  Wilmington, Delaware, on A p r i l  

The meeting was c a l l e d  t o  o rde r  by Hon. Clarence A .  

Souther land ,  Chairman of t h e  Committee. Others  p r e s e n t  were: 

S. Samuel Arsh t ,  Eaq. 
Henry M. Canby, Esq. 
Char les  S. Compton, E s q ,  
Richard F. Corroon, Esq, 
M r .  David H .  Jackrnan 
M r ,  A l f red  J e r v i s  
I r v i n g  Morr is ,  Esq. 
Marbgaret S .  S t o r e y  

The Committee approved and recommended the  enactment of  

t h e  l a t e s t  d r a f t  of t h e  f r a n c h i s e  t a x  law and agreed  t o  w r i t e  

M r .  Dukes a l e t t e r  a d v i s i n g  of t h e  approva l  by t h e  C o r d t t e e  of 

such l a w .  

The Committee w a s  unanimously of t h e  op in ion  that no p r o v i s i o n s  

should be made i n  our law f o r  Bearer  Shares .  

I t  w a s  t h e  concensus,  i n  connec t ion  w i t h  t h e  h e r e t o f o r e  approved 

amendment embodying a uniform execu t ion  of ing t ruments ,  t h a t  i t  

should be r e j e c t e d  as undes i r ab l e .  The Committee agreed t h a t  no 
, i 

l i s t i n g  of t h e  major  types  of c e r t i f i c a t e  of amendment was 

necessary  o r  d e s i r g b l e ,  as mentioned i n  paragraph  B. 1. page 175 

of the  Folk  reporb;  ..* 

.s 
. 2 ,  

I t  w a s  f u r t h e r  agreed t h a t  each  S e c t i o n  - r o v i d i n g  f o r  the  .E 
execu t ion  of i n s t r u m e n t s  r equ i r ed  t o  be f i l e d  w i t h  t h e  S e c r e t a r y  I + 
of S t a t e ,  should be  amended t o  a u t h o r i z e  t h e  Chairman of t h e  Board 

3. I 
as one of  t he  o f f i c e r s  au tho r i zed  t o  s ign ,  \ 



I n  connect ion with t h e  sub jec t  of amendments b e f a r e  payment 

of c a p i t a l ,  i t  was agreed t h a t  Sec t ion  241 should be r e d r a f t e d  

t o  e l i n i n a t e  ambiguous language and M r .  Corroon prepared the  

fol lowing draf t  : 

 he incorpora to r s ,  p r i o r  t o  the  e l e c t i o n  of d i r e c t o r s ,  
o r  a majo r i ty  of the d i r e c t o r s ,  i f  any have been e lec ted  and 
have q u a l i f i e d ,  of any corpora t ion  may, before  th.e payment of 
any p a r t  of i t s  c a p i t a l ,  f i l e  wi th  the  Sec re ta ry  of S t a t e  an  
amendment or  amendments t o  i t s  c e r t i f i c a t e  of incorpora t ion ,  
duly signed by t h e  incorpora tors  or  by a  major i ty  of t h e  
d i r e c t o r s ,  a s  the  case  may be, and duly acknowledged before  
an o f f i c e r  authorized by the laws of t h e  p lace  of execut ion 
t o  t ake acknowledgments, and a  c e r t i f i e d  copy thereof  shall 
be recorded i n  t h e  o f f i c e  of the Recorder of the county i n  
which t h e  o r i g i n a l  c e r t i f i c a t e  of incorpora t ion  w a s  recorded, 
Upon s o  f i l i n g  and recording  the  same, the c e r t i f i c a t e  of 
incorpora t ion  of s a i d  co rpora t ion  shall be deemed t o  be 
amended accordingly as  of the  da te  on which the  o r i g i n a l  
c e r t i f i c a t e  of incorpora t ion  w a s  f i l e d  and recorded. Nothing 
h e r e i n  contained s h a l l  permit the i n s e r t i o n  of any mat t e r  not  
i n  conformity w i t h  t h e  provis ions  of t h i s  Chapter," 

It w a s  agreed that the  l a s t  l i n e  of the  6 t h  sentence of Sec t ion  

242 ( d  ) (1) be amended t o  r ead "authorized by the  laws of t h e  p lace  

of execution".  

I t  was f u r t h e r  agreed t h a t  the  appropr ia t e  amendment should be 

I authorized t o  such Sect ions of the  law as a r e  s i m i l a r  t o  Sec t ion  

i 242 i n  t h i s  respect .  
I 

It was agreed t h a t  paragraphs ( a ) ,  ( b )  and ( c )  on page 176 of 
. I 

I t he  Folk r e p o r t ,  be d i s ~ e g a r d e d .  
I 

1 It was agreed. t h a t  M r .  Canby's suggest ion on t h e  bottom of page 
I 

2 of h i s  r e p o r t  of ~ e b r u a r ~  18, 1965, c l a r i f y i n g  t h e  language w i t h  
I 
I 

1 

I , r e s p e c t  t o  c l a s s  vqt ing,  be approved. ( 9 t h  s6ntence of Sec t ion  242 
I \* 

( d )  (11.) 

It was f u r t h e r  agreed that s a i d  9 t h  sentence of Sec t ion  242 

I ( d )  (1) should s t a r t  a second paragraph t o  bs numbered ( d )  IIo 



- ~ It was agreed t h a t  the  suggested amendment on page 178 of ! 
I the  Folk r e p o r t  with r e spec t  t o  s p e c i f i c a t i o n  of an e f f e c t i v e  

I 
d a t e  f o r  amendments be approved, s u b j e c t  the  p e p a r a t i o n  of a 

I 

d r a f t  by  M r .  Canby. 
! 

1 
I It was agreed t h a t  the present  provis ion  f o r  a composite \ 

c e r t i f i c a t e  of incorpora t ion  be re t a ined ,  being Sect ion  104 of \""i 
the law. 

I t  was agreed t h a t  the suggested p rov i s ion  f o r  a r e s t a t e d  

C e r t i f i c a t e  of Incorporat ion,  appearing on pages 179 to 180 of 

the  Folk r e p o r t ,  was d e s i r a b l e  and should be approved; w i t h  a 

p rov i s ion  f o r  the  recording of t h e  r e s t a t e d  c e r t i f i c a t e  i n  t h e  

County i n  which t h e  c o r p o r a t i o n t  s p r i n c i p a l  o f f i c e  i s  loca ted .  



MINUTES OF SIXTEENTH MEETING OF 

DELAWARE CORPORATION LAW STUDY COMMITTEE 

4 

The s i x t e e n t h  meeting of t h e  Delaware Corporation Law Study 

Committee w a s  he ld  a t  the o f f i c e s  of Berl ,  P o t t e r  and A-nderson, 

Esqs., Delaware Trust  Building, Wilmington, Delaware, on May 4, 

The meeting w a s  c a l l e d  t o  order  by Kon. Clarence A .  Southerland, 

I Chairman of the  Committee. Others p resen t  were: 

S. Samuel A ~ s h t ,  Esq. 
Richard S. Corroon, E s q ,  
Eon. El i sha  C .  Dukes 
M r .  Alfred J e r v i s  
I r v i n g  Morris,  Esq, 
Charles F. Richards,  Jr., Esq, 
Margaret S. Storey 

Af te r  d i scuss ion  of t h e  r e p o r t  by M r .  Morris and h i s  d r a f t  of 

Sec t ion  220 with r e fe rence  t o  inspec t ion  of corporate  records ,  h i s  

, d r a f t  with c e r t a i n  changes was t e n t a t i v e l y  approved except ing t h e  

c l ause  confe r r ing  r i g h t  of inspec t ion  upon equ i t ab le  s tockholders .  

I This c lause ,  toge the r  with M r .  Morr is '  suggest ion of a change o r  

changes i n  Sect ions  219 and 220, were t o  be considered a t  the  next 

meeting of the  Committee. M r .  Morris was requested t o  c i r c u l a t e  

a r e d r a f t  of h is  draft of t h e  proposed s t a t u t e .  
I 

' I Secre ta ry  

<,' 



MINUTES OF SEVENTEENTH MEETING OF 

DELAWARE CORPORATION LAW STUDY COMMITTEE 

The s e v e n t e e n t h  meet ing of t h e  Delaware Corpora t ion  Law Study 

Committee w a s  h e l d  a t  t h e  o f f i c e s  of Ber l ,  P o t t e r  and Anderson,Esqs.,  

Delaware T r u s t  Bui ld ing ,  Wilmington, Delaware, on May 18, 1965, a t  

10:30 o ' c l o c k  A.  M ,  

The meeting was c a l l e d  t o  o rde r  by Hon, Clarence A .  Sou ther land ,  

Chairman of t h e  Committee. Others  p r e s e n t  were: 

S. Samuel Arsh t ,  Esq. 
Henry M. Canby 
Hichard E. Corroon 
Hon. E l i s h a  C .  Dukes 
M r ,  David H .  Jackman 
M r .  A l f r ed  J e r v i s  
I r v i n g  Morr i s ,  E s q .  
Walter  S t a p l e t o n ,  Esq. 
Margaret S. S t o r e y  

A f t e r  d i s c u s s i o n  i t  was decided t h a t  S e c t i o n  219 be amendea 1 
i n  t h e  ' r e s p e c t s  as s e t  f o r t h  i n  a r e d r a f t  t o  be p repared  and sub- 

mi t t ed  by M r .  Corroon, copy of such r e d r a f t  i s  a t t a c h e d  t o  t h e s e  i 
minutes.  

M r .  Arsht ' s  r e d r a f t  of A p r i l  19  of S e c t i o n  105 was approved 

w i t h  t h e  change of t h e  word "chapter t '  t o  " t i t l e " ,  \If 
i' 

The sugges ted  amendment of S e c t i o n  106, appea r ing  on page 2 2' 

of t h e  Fo lk  r e p o r t ,  was cons idered  and d i sapproved ,  

The r e d r a f t  of S e c t i o n  121  appear ing  on page 37 of t h e  Fo lk  

r e p o r t  was cons idered  and approved s u b j e c t  t o  r e d r a f t i n g  of t he  

f o u r t h  l i n e  of sub - sec t i on  ( a )  as f o l l o w s :  

" chap te r  o r  by any o t h e r  l a w  o r  by t he  C e r t i f i c a t e  of ~ n c o r p o r a t i o n " .  

It was t e n t a t i v e l y  agreed t h a t  P ro f .  F o l k ' s  s u g g e s t i o n  

r e g a r d i n g  power t o  adopt ,  amend and r e p e a l  by-laws, i n  t h a t  language 

( F o l k  r e p o r t  p a r ,  6 - page 39) was d e s i r a b l e  s u b j e c t  t o  c o n s i d e r a t i o n  

of a  f u t u r e  r e p o r t  on by-laws. 



It was t e n t a t i v e l y  agreed  that draft No. 5 of S e c t i o n  220 

I 
by M r .   orris, be approved subsec t  t o  f u r t h e r  d i scuss ion .  

WARTIME OR EMERGENCY BUSINESS pages 40 and 'I I 
. , 

41 of t h e  Folk r e p o r t ,  parqgrapha (a), ( 6 )  and ( o )  were I 
J 

~ " l  

d isapproved,  

The amendment suggested on page 41 sub-par graph ( d )  and the  7 ,  
amendment suggested on page 42 sub-paragraph ( 0 )  of t h e  Folk  

r e p o r t  were approved, 
J 

The suggested amendments contained i n  sub-paragraphs ( f )  and 
\i 

( g )  on pagas 42 and 43 of t h e  Folk r e p o r t  were disapproved.  

. Sec t ion  123 - page 45 of t h e  Folk  r e p o r t ,  was approved. \ 4. 
J 

The suggested amendment t o  Sec t ion  102, s e t  f o r t h  a t  t h e  t o p /  

of page 6 of M r .  A r s h t l s  r e p o r t  (page 45A of t h e  Folk r e p o r t )  

was approved. Such amendment t o  be a  new sub-sec t ion  ( d ) .  

The sugges t ion  f o r  r e w r i t i n g  the prov i s ions  i n  t h e  law 7 
con ta in ing  C r e d i t o r  Readjustment, Sec t ion  124, was disapproved.  \ J  
(Fo lk  r e p o r t  page 46). 1 

The suggested amendment t o  S e c t i o n  126 (Folk  r e p o r t  page Y 
46 ) was disapproved.  / 

It was decided t h a t  t h e  next  meeting of t h e  Committee would 

be he ld  on June 8 i n s t e a d  of June 1 because of t h e  Memorial Day 

ho l iday .  



May 19, 1965 - by Mr. Corroon 

§ 219. L i s t  of  Stockholders Ent i t l ed  t o  Vote; Penal tx  
f o r  Refusal t o  Produce. 

The o f f i c e r  who has charge of the  stock ledger 

of a corporat ion s h a l l  prepare and make, a t  l e a s t  ten  days 

before every meeting of stockholders, a complete l i s t  of rhe 

stockholders e n t i t l e d  t o  vote a t  sa id  meeting, arranged i n  

a lphabet ical  order ,  and showing the  address of each stock- 

holder and the number of shares reg is te red  i n  the name of 

each stockholder. Such l i s t  s h a l l  be open t o  t he  examination 

of any stockholder, f o r  any purpose germane t o  the  meeting, 

during ordinary business hours, f o r  a period of a t  l e a s t  ten  

days p r i o r  t o  the  meeting, e i t h e r  a t  a place within the  c i t y ,  
&;h\ 

town o r  v i l l a g e  where the  meeting i s  t o  be held &place  

s h a l l  be specif ied  i n  the no t ice  of the meeting, o r ,  i f  not  

so  specif ied ,  a t  the  place where sa id  meeting i s  t o  be held,  

and the  l i s t  s h a l l  be produced and kept a t t h e  time and place  

of  meeting during the  whole time thereof,  and subject  t o  the  

inspection of any stockholder who may be present.  The 

[o r ig ina l  or dupl icate]  stock ledger s h a l l  be the  only evi-  

dence as t o  who a re  the  stockholders e n t i t l e d  t o  examine the  

stock ledger,  the l i s t  req,uired by t h i s  sect ion o r  the  books 

of the corporat ion,  o r  t o  vote  i n  person o r  by proxy a t  any 
rCLY 

meeting of stockholders. Upon the  w i l l f u l  neglect  o r  r e fusa l  $ 
t o  produce such a l i s t  a t  any meeting f o r  the  e l ec t ion  of 

n 

d i rec to r s ,  they s h a l l  be i n e l i g i b l e  f o r  e l ec t ion  t o  any 
i 1 

o f f i c e  a t  such meeting. 



MINUTES OF h 3  GHTEENTH MlZE'ITNG OF 

DELAWARE C ORPORATI. ON LAW STUDY COMMI TTEE 

The e i g h t e e n t h  meet ing of the  Delaware Corpora t ion  Law Study 

Committee was he ld  a t the  o f f i c e s  of Be r l ,  P o t t e r  and ' ~ n d e r s o n , E s q s  ., 
Delaware T r u s t  Bui ld ing ,  Wflmfngton, Delaware, on June 8, 1965, a t  

10:30 o f c l o c k  A .  M.. 

The meeting w a s  ca1:Led t o  o r d e r  by Hon. Clarence A.  Souther land ,  

Chairman of t h e  Committee, Others  p r e s e n t  were: 

~ e n r y  M. Canby, Esq. 
Richard F. Corroon, Esq. 
Char les  S. Compton, Esq. 
M r . ,  David H. Jackman 
M r .  A l f red  J e r v i s  
Margaret  S .  S t o r e y  

The committee f i r s t  cons idered  M r .  Cor roonis  d r a f t  of S e c t i o n  

219 p r e v i o u s l y  approved and adopted two changes i n  t h e  d r a f t .  I n  

t h e  e l e v e n t h  l i n e  s t r i k e  out  t h e  word "and" and i n s e r t  "which". 

I n  t h e  t h i r d  l i n e  f rom t h e  bot tom i n s e r t  t he  phrase  "of t h e  

d i r e c t o r s "  a f t e r  t h e  word " r e fusa l1 ' .  

' The recommendation i n  t h e  Folk r e p o r t  f o r  t h e  adop t ion  of a 

s t a t u t e  r e s p e c t i n g  U l t r a  Viires, pages 47 t o  49,  was disapproved.  

A t  t he  r e q u e s t  of M r .  J e r v i s ,  t h e  s u b j e c t  of ma in t a in ing  

d u p l i c a t e  s t o c k  l e d g e r s  :In Delaware w i l l  be d i s cus sed  a t  the  

nex t  meeting. 

The recommendation i n  t h e  Fo lk  r e p o r t  t o  amend t h e  second 

sen t ence  of S e c t i o n  157 was cons idered  and adopted w i t h  c e r t a i n  

changes s o  t h a t  s a i d  sen tence  would read  as Zollows: (page 2 3 7 )  

The terms upon which, i n c l u d i n g  t h e  t ime or  t imes ,  which 
may be l i m i t e d  o r  un l imi ted  i n  d u r a t i o n ,  a t  o r  w i t h i n  which, 
and t h e  p r i c e  or  p r i c e s  a t  which any such s h a r e s  may be 
purchased f rom t h e  c o r p o r a t i o n  upon t h e  e x e f c i s e  of any such  
r i g h t  o r  op t ion ,  shall  b e  such  as d h a l l  be f i x e d  and s t a t e d . .  . 



Proposa l  No. 2 (Fo lk  r e p o r t  page 238)  was disapproved.  
~. - a p  

I The committee approved the  sugges t i on  on page 239 of t h e  , & 
I 

I 
I 

i j ,. . *., . '1 Fo lk  r e p o r t  ( S e c t i o n  158) i n  paragraph  one s u b j e c t  t o  s t r i k i n g  -;y:, - 
,, ' .  

i 

i 
I! 

o u t  f rom c l a u s e  ( 2 )  of t h e  suggested amendment, t h e  ph ra se  ~ b" * 

I "by t h e  c o r p o r a t i  onf  s t r a n s f e r  c l e r k  and". 

The second s u g g e s t i o n  on page.  239 of t h e  Fo lk  r e p o r t  .- : - '  
? 

8 - -  , - .~ 
! I I " 

' 3 :  " 
s i m p l i f y i n g  and c l a r i f y i n g  t h e  t h i r d  sen tence  of 158 w a s  approved. 

e* - 
Sugges t ion  No. 3 on page 24.0 of t h e  Fo lk  r e p o r t  r e s p e c t i n g  .L, 

* /  

,~ , 
I proposed t r a n s f e r  of Section 3_51(f) t o  S e c t i o n  158. was disapproved,:'* 

I 
i 

. . 

I Sugges t ion  No. 4 on page 240 of t he  F o l k  r e p o r t  t h a t  t h e  , $a 
- , 

d,> !_ 

word " s t o l e n t f  be i nc luded  i n  S e c t i o n  167 and 1 6 8 ( a )  w a s  approved, ' B  

z 
I 

' 

I The s u g g e s t i o n  f o r  t h e  i n c l u s i o n  of a s t a t u t o r y  p r o v i s i o n  
! ' . ; . ~ J  

r e s p e c t i n g  f r a c t i o n a l  s h a r e s  (pages  240 t o  242 of t h e  Fo lk  r e p o r t )  ,':;-, 

was approved in p r i n c i p a l . ,  The language on pages .&1 &ind 242 t o  ,, 

* 

be r e d r a f t e d  by M r .  Corroon. 

The suggesti .on i n  paragraph  1 on page 2.42 of t h e  F o l k  r e p o r t  

t o  c l a r i f y  t h e  language r e s p e c t i n g  t h e  unpaid ba lance  of s tock was 

approved,  I t  was decided t o  e l i m i n a t e  t h e  second phrase  i n  l i n e  

s i x  of S e c t i o n  163 beg inn ing  w i t h  "up t o "  and ending with the  Y ,  
..i ,' 

word "corpora t ion ' '  i n  l i n e  8, \&.' 

1-4' ~$ 
,, i.j- ,$J . " .  

The recommendatiozls suggested with r e s p e c t  t o  s tock: sub- %%,' s. 1 :v'\ 
' $"., ,a 

$> "\ r.*Y 
s c r i p t i o n s  found on pages  243 t o  245 of t he  Fo lk  r e p o r t  were i.<\ \ 

J B disapproved.  , , -  ~ ,,,. -> 

I t  w a s  moved and seconded t h a t  t h e  s u g g e s t i o n  w i t h  r e s p e c t  t ou \ ,  - 

broadening t h e  d e f i n i t i o n  of "wasting a s s e t  c o r p o r a t i  ona" be  

approved (Folk r e p o r t  page 246) ,  

The s u g g e s t i o n  of a  s t a t u t e  respe 'c t ing  s t o c k  d iv idends  ( ~ o l k " \ ~  L7:+ 
> >. 
j'' 

r e p o r t  page 247) was n o t  approved. I 



i, 
I 

The s u g g e s t i o n  r e s p e c t i n g  Directors liability f o r  

I 
dividends' (Folk r e p o r t  pages  247 and 248) w a s  d isapproved.  I 

I /f 
I 



MINUTES OF NINETEENTH MEETING OF 

DELAWARE CORPORATION LAW STUDY COMMITTEE 

The nineteenth meeting of the Delaware Corporation 

Law Study Committee was held at the offices of Berl Potter 

& Anderson, Delaware Trust Building, Wilmington, Delaware, 

on June 22, 1965, at 10:30 o'clock A.M. 

The meeting was called to order by Honorable 

Clarence A. Southerland, Chairman of the Committee, Others 

present were : 

Henry M. Canby, Esg. 
Richard F. Corroon, Esq. 
Won. Elisha C. Dukes 
Mr. Alfred Jervis 
Charles F. Richards, Jr,, Esq. 

The Committee considered the recommendation of 

Professor Folk, concurred in by Mr. Killoran, contained in 

the second sentence of the first paragraph of page 2 of the 

Killoran report dealing with by-laws, The recommendati.on 

was disapproved. 

The Committee considered the suggestions embodied 

in the second paragraph on page 1 of the Killoran report on 



by-laws and approved them, subject to change in the following 

form: 
may 

''Make by-laws , which /rontain any provtsion, 
not inconsistent with law or with the certi- 
ficate of incorporation, relating to the busi- 
ness of the corporation, the conduct of i t s  
affairs, and its rights or powers or the rights 
or powers of its stockholders, directors, officers 
or employees. II 

As to the recommendation that the $20 penalty 

provision be transferred to another part of the statute, 

it was disapproved, the Committee being of opinion that 

the provision serves no useful purpose. 

The Committee considered the suggestion embodied 

in the last sentence of the Killoran report on by-laws, 

referring to paragraph 3 on page 32 of the Folk report, and 

disapproved it as unnecessary. 

It was agreed that the suggestion on pages 32 

and 33 of the Folk report with respect to close corporations 

should be held in abeyance, awaiting the draft of the act 

respecting close corporations now being prepared by Professor 

Folk. 



....- 

The Committee considered that portion of the 

Folk report, pages 224-227, dealing with definitions, and 

Mr. À ill or an's report, pages 1-2, dealing with the same 

subject. It was decided to postpone consideration of this : 

portion of the report. 
i 

% 

The Committee considered the Folk report, pages \.*\, 

228-238, respecting issuance of stock and the Killoran report, 
<,!> ; , i\", 

.."t..; 
pages 2-4, upon the same subject. It was the conclusion of y $-/ \, 

*:\ \ Q 8.' 

the Committee that none of the possible amendments suggested 1 i-l- -fJ *?- ; . i 
I ,t, . \.. 

.=. -ri 

for consideration by Professor Folk was desirable. e-. \ 
>:, 

The Committee considered the subject of considera- 

tion for issued shares contained in the Folk report, pages 

231-232, Sections 152-154. 
1 

1. The suggestion of specific authorization for / ,J, 
qj:~ lbd,Y, \ ,.! 0 . 

the payment of organization expenses and commissions was ' f.'L 

\ 
"'. p '- \ L, '"U 

1 
8 

deemed unnecessary. 

2. The Committee considered the discussion of 
' L 

Sections 153 and 154, Folk Report, pages 231-235, and A b  Ah,) : u &L ,-?\ [ 
Killoran report, pages 4-7, relating to consideration for .,s ,' #.+ 'k" y--> 

, . 
i 

( ,$,.< 

shares. It was decided to defer further consideration kd 
i 

thereof until Mr. Killoran was present. 



The Committee considered the discussion of partly 

paid shares, paragraph 3 on page 236 of the Folk report, 

page 7 of the Kflloran report, and was of the opinion that 
y 

no additional provision with respect to endorsements upon 
%->I 

the ceetificate was desirable. The Committee was also of 

the opinion a sentence should be added to Section 156, de- 

claring that no voting rights should exist in respect of 

partly paid shares. 

Mr, Jervis, of The Corporation Trust Company, 

reported that he was not yet ready to make a recommendation 

in respect of retention or non-retention of the duplicate 

stock ledger. 

The meeting adjourned to meet Wednesday, July 14. 



HI NUTES OF' TWENTIETH MEETI NG OF 

DELAWARE C ORP ORATI ON LAW STUDY C O M T I  TTEE 

The t w e n t i e t h  meet ing of t h e  Delaware Corpora t ion  Law 

Study Committee was he ld  a t  t h e  o f f i c e s  of B e r l ,  P o t t e r  and 

Anderson, Esqs.,  Delaware T r u s t  Bui ld ing ,  Wilmington, Delaware, 

on J u l y  1 4 t h ,  1965, a t  10:30 o t c l o c k  A .  M. 

The meet ing was c a l l e d  t o  o rde r  by Honorable Cla rence  A. 

Sou ther land ,  Chairman of t h e  Committee. Others  p r e s e n t  were : 

S. Samuel Arsh t ,  Esq. 
Hon. E l i  sha  C .  Dukes 
C l a i r  J. K i l l o r a n ,  Esq. 
Walter  S t a p l e t o n ,  Esq. 
Margaret  S.  S t o r e y  

-\ 
The Committee cons idered  and approved t h e  sugges t i on  i n  \ 

t he  Fo lk  r e p o r t  pages 224-227 r e l a t i n g  t o  d e f i n i t i o n s ,  recommend t 
ed i n  t h e  f i r s t  paragraph of t h e  K i l l o r a n  ,_ . -' r e p o r t .  I t  was agreed  

$ 

t h a t  t h i s  s u g g e s t i o n  should  be approved with t h e  urrderstanding 

t h a t  t h e  Conunittee's a s s i s t a n t s ,  Messrs.  S t a p l e t o n ,  Crornpton 

and Richards ,  should  be r e q u i r e d  t o  rev iew t h e  e n t i r e  corpora-  l 
t i o n  law v e r y  c a r e f u l l y  with a  view of i n s e r t i n g  t h e s e  

d e f i n i t i o n s  i n  e v e r y  s e c t i o n  of t he  s t a t u t e  which r e q u i r e s  any 

such new d e f i n i t i o n s .  

The Committee cons ide red  a g a i n  the  p o s s i b i l i t y  of 

e l i m i n a t i n g  t h e  d i s t i n c t i o n  i n  S e c t i o n  153 between c o r p o r s t i o n s  

i n c o r p o r a t e d  p r i o r  t o  A p r i l  1, 1929 and t h o s e  i n c o r p o r a t e d  I 
8 , - _  . > ,, 

t h e r e a f t e r  i n  r e f e r e n c e  t o  the  power t o  i s s u e  no p a r  s t o c k .  

I t  was agreed that t h e  s t a t u t e  should s t a y  as i t  i s  i n  th i s  

r e s p e c t .  



The Committee considered the  suggested amendments t o  S e c t i q n s  

,' 153 and 154 found on pages 232 and 233 of the  Folk r e p o r t  

t, 
paragraphs  ( a )  t o  ( f  ), and were of t h e  opinion,  w i t h  M r .  Arsht  

d i s s e n t i n g ,  t h a t  no changes should be made i n  Sec t ions  153 and 
i ij 

154. I t  w a s  understood t h a t  t h i s  d i s c u s s i o n  should be cont inued  

a t  t h e  nex t  f u l l  meeting of t h e  Committee. 

The Committee considered t h e  l a s t  sen tence  of S e c t i o n  153 

r e s p e c t i n g  t h e  d i r e c t o r s '  r i g h t  t o  f i x  the  c o n s i d e r a t i o n  f o r  

t e n  p e r  cen t  of t h e  i n i t i a l  i s s u e  of au tho r i zed  s t o c k  ( s e e  d 
K i l l o r a n  r e p o r t  page 6 and Folk r e p o r t  page 233 f o o t n o t e ) .  

I t  w a s  agreed t h a t  t h e  p r o v i s i o n s  should no t  be changed, 
I 

,- . 
The Committee r econs ide red  t h e  d e c i s i o n  of t h e  meeting of 

; iB 
I _ >.. ; 

i i..' 
June 22, 1965 t h a t  no v o t i n g  r i g h t s  should e x i s t  i n  r e s p e c t  t o  

L.; 
9 

p a r t l y  pa id  s h a r e s  and were of t h e  op in ion  t h a t  t h e  l a w  should  

remain as i s ,  t h a t  i s ,  that  t h e  h o l d e r  of s a i d  s h a r e  might i 

0 

vo te  under S e c t i o n  212 of t h e  s t a t u t e .  

On the  s u b j e c t  of p a r t l y  paid s h a r e s ,  the  Committee, a t  t he  

sugges t ion  of M r .  Arsht ,  considered s e c t i o n s  156, 161  and 163 

i n  r e s p e c t  of t h e  l i a b i l i t y  f o r  payment of t h e  c o n s i d e r a t i o n  f o r  

the  s h a r e s .  See a l s o  Folk  r e p o r t  page 242. I t  w a s  unders tood 

t h a t  M r .  K i l l o r a n  would make a  r e d r a f t  of t h e s e  t h r e e  s e c t i o n s  

and s end a copy t o  each of the  members of t h e  Committee and t h i s  

s u b j e c t  would be  cons idered  a t  t h e  next  meeting.  

M r .  Arsht  r a i s e d  the  q u e s t i o n  of the  meaning of t he  word 

"cons ide ra t ion"  i n  t h e  l a s t  sen tence  of S e c t i o n  156 d e a l i n g  w i t h  

d iv idends  upon p a r t l y  paid  sha re s .  I t  w a s  agreed that t h i s  

q u e s t i o n  should a l s o  be considered i n  connec t ion  wi th  t h e  r e d r a f t  

of t h i s  s e c t i o n  and Sec t ions  161 and 163 t o  be made by M r .  

? K i l l o r a n .  



The meeting adjourned.  The next  meeting t o  be he ld  

Ju ly  27th,  1965. 



MTNUTES O F  TWENTY-FIRST MEETING O F  

DELAWARE CORPORATION LAW STUDY COMMITTEE - 

The Twenty-Fi rs t  meet ing of the Delaware Corporat ion 

Law Study Committee was held a t  the offices of Ber l ,  Po t t e r  and 

Anderson, Delaware T r u s t  Building, Wilmington, Delaware,  on 

July 27, 1965, at 10:30 A. M. 

The meet ing was  cal led to  o r d e r  by Honorable Clarence 

A. Southerland, Chai rman of the Committee. Others  p resen t  

were :  

S. Samuel Arsht ,  Esqu i re  
Henry  M. Canby, Esqu i re  
Cla i r  J. Killoran, Esqu i re  
Char les  I?. Richards ,  J r . ,  Esqu i re  

.- - ~ 

The Committee considered and approved the d ra f t  of 

8 Del. C. ,Sect ion 161(a) and (c) ,  a s  proposed by Mr. Killoran. i n  , ,, 

his  draf t  of Ju ly  27, 1965. 

The Committee considered subparagraph (d) to  8 Del. C. ,  

Section 161 as suggested i n  the d ra f t  of Mr .  Killoran of Ju ly  27, 
, - . .fPl; ., 

;., _)y >~ 8' 

1965, and approved it a s  suggested. Mr .  Ki l lorants  suggestion i s  : , w4 , ~ 

identical with that  of P r o f e s s o r  Folk a t  page 243 of h i s  r epor t ,  
j 

subparagraph (c). In approving the  Folk  - Killoran suggestion, 



the Committee recognized that i t  was reversing the act ion of the  

Committee a t  i t s  June 8 ,  1965, meeting. 

The Committee considered the present subparagraph (b) 
*:- . ' .I/ ;.. -. .-. , /' 

; >* *.. : ,: 

of Section 161 and decided that  it should remain a s  it is. I t  furtiher ;.. , * 

- A  ..i 

noted that the  present subparagraphs (d) and (e) should be relettered 

a s  (e) and (0. 

The Committee considered Section 156 of the Corporation 

Law. The Committee felt  that  (1) under the present Statute 

there was  some doubt a s  to  the amount that could be paid 

as a dividend on partly paid shares ,  and (2) that  there was  some 1 
doubt a s  to  whether a dividend must be  paid on partly paid shares  

when a dividend is paid on fully paid shares  of the same c l a s s .  

The Committee, therefore, decided that  the  present third sentence 

of Section 156 should be stricken and inserted i n  l ieu thereof I 
should be: 

"Upon the declaration of any dividend 
on fully paid shares ,  the  corporation sha l l  
declare a dividend upon partly paid shares  
of the same c l a s s ,  but only upon the bas i s  
of the percentage of the consideration 
actual ly  paid thereon. " 

I -_ - - -- . , 
The Committee considered and approved the two sug- 

gest ions appearing at the top of the Folk Report a t  page 157 as 



recommended i n  Mr. Canby's  report of June 8 ,  19 65, i n  paragraph 1. 

I t  thus adopted the proposed subst i tute  for subsect ion (b) of Section 

218, of the Corporation Law, appearing in  the  middle of page 157 

of the  Folk Report. 

The Committee considered and disapproved the suggestion 

appearing a t  the  top of page 158 of the Folk Report and recommended 

in  paragraph 2 of Mr. Canby's  report of June 8 ,  1965. 

Mr. Canby agreed tha t  h e  would draft a Section for 

the  Delaware Corporation Code dealing with irrevocable proxies 

encompassing some of the  suggest ions found a t  Folk Report pages 160-163 

and that  h e  would consider a t  what point i n  the  Delaware Corporation Law 

such  a sect ion should be inser ted,  bearing in  mind that  some change i n  

Section 212 might be necessary.  

The Committee considered the  language suggested by 

Professor Folk a t  page 164 of h i s  Report dealing with voting agreements 

and decided to  adopt it a s  a further subsect ion of Section 218 

of the Corporation Law with the  added proviso that a 

t en  year limitation period be added t o  Professor Folk's proposed 

language. It w a s  suggested that  Section 218 might be re-titled 



Voting T r u s t s  and Pooling Agreements ,  but no committee 

action was taken on this  suggestion. 

The meet ing adjourned. The next meet ing to  be  

h<?ld September 14, 1965. 

,t.L9-6 --., 
Char les  F. Richards,  Jr, , Esqu i re  
Acting Sec re t a ry  



$161.  Liabiiity of stockholder for stock not paid in full 

(a) When the whole of the consideration payable for  shares  

of a corporation has not been paid in, and the assets  shall be 

insufficient to satisfy the claims of its creditors,  each holder 

of such shares  shall be bound to pay on each share  held by him 

the sum necessary to complete the amount of the unpaid balance 

of the consideration for  which such shares  were issued by the 

corporation. 

(c) Anything in this chapter to the contrary notwithstanding, 

a holder of shares  who has acquired such shares  in good faith 

without knowledge that they were not paid in full o r  to the extent 

stated in the certificate fo r  such shares  shall not be liable either 

to the corporation o r  to i ts  creditors for any amount beyond that 

shown by such certificate to be unpaid on the shares  represented 

thereby, but the transferor shall remain liable/ therefor. Any 

holder who derives his title through such a holder and who is  

not himself a party to any fraud affecting the issuance of such 

shares  shall have al l  the rights of such former holder. 

(d) No person holding shares  in any corporation as 

collateral security shall be personally liable a s  a shareholder but 



the person pledging such shares shall be considered the holder 

thereof and shall be so liable. No executor, administrator, 

guardian, trustee o r  other fiduciary shall be personally liable a s  

a shareholder, but the estate and funds in the hands of such 

executor, administrator, guardian, trustee or  other fiduciary 

shall be liable. 

S163. Payment for stock; assessments 

The capital stock of a corporation shall be paid in such 

amounts and at  such times a s  the directors may require. The 

directors may, f rom time to time, assess  upon each share of 

stock not fully paid up, such sum of money a s  the necessities of the 

business may, in the judgment of the board of directors, require, 

not exceeding in the whole the balance re.maining unpaid on said 

stock, and such sum so  assessed shall be paid to the t reasurer  

at such times and by such installments o r  calls a s  the directors 

shall direct. The directors shall give at  least 30 days1 notice of 

the time and place of such payments in a newspaper of the county 

in this State where such corporation is  established, or  has its principal 

place of business, o r  by written notice mailed at least 30 days before 

the time f o r  such payment, to each stockholder at his last known 

postoffice address. 



Ia NUTES OF TWZNTY-SEC OWD MZEYT NG OF 

DEZAWARE C ORP ORATL 01: LAW STUDY C OMXI TTEE 

The Twen'cy-Second meeting of t h e  Delaware Corpora t ion  

Law Study  Committee was h e l d  a t  t h e  o f f i c e s  of B e r l ,  P o t t e r  and 

Anderson, Delaware T r u s t  B u i l d i n g ,  Wilmingt on, Delaware, on 

September 14, 1965, at  10:30 A .  M. 

The meet ing w a s  c a l l e d  t o  o rde r  by H o ~ o r a b l e  Clarence A. 

Sou the r l and ,  Chairman of t h e  Cornnittee. Others  p r e s e n t  were: 

S. Samuel Arsh t ,  Esq .  
Henry M. Canby, Esq .  
Char les  S. Compton, Esq. 
Hon. E l i s h a  C .  Dukes 
M r .  David H .  Jaclman 
M r .  A l f red  J e r v i s  
I r v i n g  Morr is ,  Esq. 
Margaret  S. S t orey 

Tne Committee approved d r a f t  by M r ,  Morr is  i n  r e s p e c t  t o  

s t o c k h o l d e r s  i n s p e c t i o n  - S e c t i o n  220 - l e a v i n g  f o r  f u t u r e  

d i s c u s s i o n  t h e  q u e s t i o n  whether t o  con t inue  t o  r e q u i r e  t h e  

maintenance of d u p l i c a t e  s t ock  l e d g e r s , i n  th is  S t a t e .  

The Committee approved t h e  r e v i s i o n  ,of S e c t i o n s  218 and 212 

of t h e  Corpo ra t i on  Law, d e a l i n g  with Vot ing T r u s t s  and i r r e v o c a b l e  

p r o x i z s  - M r .  Canby's memo of August 12,  1965 - w i t h  t h e  a d d i t i o n  

of t h e  word "each" i n  t h e  5 t h  l i n e  from t h e , b o t t o m  of page 4, a f t e r  

t h e  word "per iods" .  

The Committee cons idered  a  s u g g e s t i o n  f rom M r .  Richard F. 

Corroon r e s p e c t i n g  t h e  c o n s t r u c t i o n  of t h e  e f f e c t i v e  d a t e  of t h e  

r e c e n t  amendment t o  the  F ranch i se  Tax Law. I t  was unanimously 

decided t h a t  t h e  d e c i s i o n  should be l e f t  t o  an  a d n i n i s t r a t i v e  

r u l i n g  by  t h e  S e c r e t a r y  of S t a t e .  



The Committee cons idered  t h e  Septenber  14, 1965 r e p o r t  

by M r .  Arsh t  w i t h  r e s p e c t  t o  P r o f .  F o l k ' s  r e p o r t  pages 208-211, 

r e g a r d i n g  s a l e  of' a s s e t s ,  d i s s o l u t i o n  and winding up - S e c t i o n s  

271-273 of t he  l a w .  

The Committee took t h e  fo l l owing  a c t i o n :  

I .  Approved t h e  i n c l u s i o n  of a n  exemption f o r  
mortgages and p ledges .  Disapproved t h e  
recommendation w i t h  r e s p e c t  t o  s a l e  of a l l  
a s s e t s  i n  t h e  course  of bus ines s .  

11. Disapproved as unnecessary .  

111. Approved - The n o t i c e  t o  be 20 days. 

I V .  Approved. 

V.  No change. 

V I .  Approved. 

S e c t i o n s  272 and 273 no change. 

N r .  Arsh t  was request.qd t o  make a r e d r a f t  of S e c t i o n  271 

r e f l e c t i n g  t h e  Cornmitteels d e c i s i o n ,  

The meet ing adjourned.  The nex t  meeting t o  be he ld  

September 28, 1965. 
I 



Elave llesn @-e 3.s.i;ed aye 2.1'~ -Qy8~4;:8%& 4 ' X ~ O R ~ ~ Y  5.jk1ch .have been 

.-I q&!d " aye nnderl ineb , 











. - 
.:--.? .,.>":.,.*:J .a .' ::,t;<.,'b:>c2i?9 ... " ,.; .#* " 

I 

--",- :? ;j; ,i; (>;?.ti, 2 ]Ad (2 :;ys :t: 12. z* 12, $;?>.(;? 









M I  NUTES OF TWENTY-IF OURTI-I MEETT NG OF 

DELAIURE C ORP ORATI ON LAW STUDY C O W  TTEE 

I The twenty-f o m t h  meeting of the  Delaware Corporat i  on Law 
I 

I : 
Study Cornnittee w a s  he ld  a t  t h e  o f f i c e s  of Berl, P o t t e r  and 

Anderson, Esqs  . , Delaware Trus t  Building, Wilmington, Delaware, 

on October 26th,  1965, a t  10:30 o f c l o c k  A. M. 

I I n  tine absence of the Chairman, t h e  meeting w a s  c a l l e d  to 
~ 

order  by Richard F. Corroon, Esq., Vice-Chairman of the committee. 

Other p resen t  were : 

3 
S. Samuel A r s h t ,  Esq, 
Hen:ry M. Canby, Esq. 
Charles Crompton, Esq. 
Hone E l i s h a  C .  Dukes 
Mr. Alfred J e r v i s  
Irving Morris, Esq, 
Margaret S. S to rey  

Mr. J e r v i s  r epor ted  t h a t  The Corporation Trus t  Company \\ 
w a s  w i l l i n g  t o  abide  by t h e  dec i s ion  of the  cormnittee with r e s p e c t  1 
t o  the s t a t u t e  r e q u i r i n g  d u p l i c a t e  s tock  records  be maintained i n  I 
Delaware, but that h i s  company approves of d ispens ing  with such I 
s t a t u t e .  I 

M r .  Morris s t a t e d  t h a t  i n i t i a l l y  h e  had the irqpression that 

the s t a t u t e  w a s  not observed by the  overwhelming majo r i ty  of 

Delaware c o r ~ o r a t i o n s ,  but  t h a t  a meeting of this cormnittee he had ,.I 
learned  otherwise s o  t h a t  now he i s  opposed t o  e l imina t ing  t h e  lczl 
s t a t u t e .  

I t  w a s  voted f i v e  t;o two t o  dispense wi th  the s t a t u t e  r e -  

q u i r i n g  the  maintenance of d u p l i c a t e  stoclr r ecords  i n  Delaware, 

-4 * M r .  J e r v i s  suggested the  b i l l  conta in ing  amendment t o  t h i s  i 
s t a t u t e  be coupled w i t h  the amendment t o  Sec t ion  275 proposed by I 

I Mr. P o t t e r ,  M r .  Corroon disagreed and s t a t e d  t h e  Corporat ion I 



Committee of t h e  Delaware Bar Associa t ion  w a s  a g a i n s t  p a r t i a l  IP 
enactment of changes i n  t h e  corpora t ion  l a w  made by this law 

s tudy committee. 

T h e  Committee then d iscussed  pages 53 - 54 and 55 of t h e  1 
Folk d r a f t  on Close CorporatLons, and approved re-w;ri$irx& said I 
pages t o  read  as fol lows:  I 

Sec ti on X-8 I nvoluntary Terminati on of 
Close Corporation S ta tus .  

(a) I f  any event  occurs as a r e s u l t  of which one 

or more .of t h e  condi t ions  included i n  i t s  C e r t i f i c a t e  

of Incorpora t ion  pursuant  t o  Sec t ion  X-2 has  been v i o l a t e d  t 
the c o r p o r a t i o n ' s  s t a t u s  as a c l o s e  co rpora t ion  shall I 
te rminate  un less  I 

(1) w i t h i n  t h i r t y  days of the  occurrence of I 
t he  event ,  o r  w i t h i n  t h i r t y  days a f t e r  t h e  event has  

been discovered,  whichever i s  l a t e r ,  t he  co rpora t ion  

f i l e s  w i t h  t h e  Sec re ta ry  of S t a t e  a C e r t i f i c a t e  

executed by  - etc,- s e t t i n g  f o r t h  the  f a c t  that one 

of the  cond i t ions  included i n  i t s  C e r t i f i c a t e  of I 
I n c o r p o r a t i o n  pursuant  t o  Sec t ion  X-2 h a s  ceased t o  be 

app l i cab le  and f u r n i s h e s  a copy of such c e r t i f i c a t e  t o  

each s tockholder ,  and I 
( 2 )  t h e  corpora t ion  concurrent ly  t a k e s  such I 

s t e p s  a s  a r e  necessary t o  c o r r e c t  t h e  s i t u a t i o n  which I 
t h r e a t a n s  i t s  s t a t u s  as a c l o s e  corpora t ion ,  inc luding ,  

without  l i m i t a t i o n ,  r e f u s a l  &o r e g i s t e r  t r a n s f e r  of 

sha res  which have been wrongfully t r ans fe rked  as pro- 

vided by Sec t ion  X-'7, or a proceeding undep subsec t ion  

( b )  of this s e c t i o n ,  



( b )  The Court of Chancery upon the  suit of t h e  

c o r ~ o r a t i o n  or  any s tockholder  s h a l l  have j u r i s d i c t i o n  

t o  i s s u e  a l l  orders  necessary t o  prevent  t h e  corpora- 

t i o n  froin l o s i n g  i t s  s t a t u s  as a c lose  corpora t ion ,  o r  

t o  r e s t o r e  i t s  s t a t u s  as a c lose  co rpora t ion  by e a j o i n i n  

o r  s e t t i n g  a s i d e  any ac t  or threatened a c t  on t h e  p a r t  of 

the co rpora t ion  o r  a shareholder  which would be incon- 

s i s t e n t  with any of the  condi t ions  requi red  by Sec t ion  

X-2 u n l e s s  i t  i s  an a c t  approved i n  accordance wi th  

Sec t ion  X-6. The. ,Court of Chancery may e n j o i n  or  s e t  

a s i d e  any t r a n s f e r  or  threatened t r a n s f e r  of s e c u r i t i e s  

c o n t r a r y  t o  t h e  terms of the c e r t i f i c a t e  of i n c o r p o r a t i o n  

or  of any t r a n s f e r  r e s t r i c t i o n  permi t ted  by  Sec t ion  X-9, 

and may e n j o i n  any publ ic  o f f e r i n g  or threa tened pub l i c  

of fer ing  of s e c u r i t i e s  of t h e  corporat ion.  

( c )  If t h e  co rpora t ion  f a i l s  or  r e f u s e s  t o  t ake  t ime ly  

a c t i o n  as requi red  by subsec t ion  ( a )  the  Attorney General 

may apply t o  the  Court of Chancery f o r  an o rde r  appoin t ing  

a r e c e i v e r ,  wi th  the powers conferred on r e c e i v e r s  by 

Sec t ion  291 of t h i s  t i t l e ,  f o r  the purpose of d i s s o l v i n g  

the  co rpora t ion  and l i q u i d a t i n g  i t s  bus iness  and affairs; 

bu t  such proceding $hal l  be dismissed i f  the co rpora t ion  

co.rn.plies w i t h  the  requirements of subsec t ion  (a) and a l s o  

pays the  c o s t s  of the  d i s s o l u t i o n  proceeding. 

Tne meeting then  adjourned, t h e  next  meeting t o  be h e l d  

November q t h ,  1965. 



MINUTES OF TWENTY -FIFTH MEETING OF 

DELAWARE CORPORATION LAW STUDY COMMITTEE 

The Twenty-Fifth meeting of the Delaware Corporation Law Study 

Committee was held a t  the offices of Berl,  Pot ter  and Anderson, Esqs . ,  

Delaware Trus t  Building, W ilmington, Delaware, on November 22, 1965, a t  

The meeting was called to order  by the Chairman, The Honorable 

Clarence A.  Southerland. Others present were: 

S. Samuel Arsht ,  Esq. 
Richard F. Corroon, Esq, 
Henry M. Canby, Esq. 
Mr .  Alfred Jervis  
Charles F. Richards, J r .  , ' Esq. 

In the absense of the Secretary, the Chairman requested that Charles \ 
F. Richards, J r . ,  Esq. ,  ac t  a s  Secretary. I 

Professor  Folk 's  proposed statute X-9 was adopted in  slightly modified 

form a s  shown in Exhibit A of these minutes. I t  was the committee's decision 

that X-9 should be placed in the General Corporation Law with a reference in 

the closed corporation subchapter making the section applicable to close'd 

corporations. 

Professor  Folk 's  draft  of Section X-10 was adopted with certain slight 

modifications a s  shown in Exhibit B attached to these minutes, I t  was the 

Committee's decision that X-10 should be placed in the General Corporation Law 

with a reference in the closed corporation subchapter making the section 

ble to closed corporations. 



Professor  Folk 's  suggested Section X-11 was adopted by the Committee 

in a slightly modified form and with a new title a s  shown in Exhibit C attached 

to these minutes. J 

A preliminary discussion was held on William Pot ter ' s ,  Esq. suggested 

amendment to Section 275 of the Delaware Corporation Law. The Chairman \ 
directed Mr. Corroon to circulate a suggested amendment among the members  I 
of the Commission and to request their comments. I t  was thought, by some of I 
the members  of the Commission that the proposed amendment to Section 275 was 7 

too narrowly drawn in that i t  restr icted the procedure to a special situation. I t  

was thought, by some members  of the Commission that the final power to dis- I 
solve a corporation should be vested in the Chancellor rather than in one of the I 
part ies to a joint venture. No action was taken on the proposed amendment. / 

The meeting then adjourned, the next meeting to be a t  the call  of the / 
Chairman. 

~eae.. P&& 
Charles I?. Ri.chards, Jr. 
Acting Secretary 



EXHIBIT A 

Section X-9 Restrictions on Transfer  of Secutities 

(a )  A written restriction on the transfer  o r  registration of transfer  of 

a security of a corporation, if permitted by this section and noted conspicuously 

on the security, may be enforced against the holder of the restr icted security o r  

any successor o r  transferee of the holder including an executor, administrator, 

t rustee,  guardian o r  other fiduciary entrusted with like responsibility for the 

person or  estate of the holder. Unless noted conspicuously on the security, a 

restriction, even though permitted by this section, i s  ineffective except against 

a person with actual knowledge of the restriction. 

(b) A restr ict ion on the transfer  o r  registration of transfer of securi-  

t ies of a corporation may be imposed either by the certificate of incorporation 

o r  by the by-laws o r  by an  agreement among any number of security holders o r  

among such holders and the corporation. Nq restriction so  imposed shall be 

binding with respect  to securities issued prior to the adoption of the restriction 

unless the holders of the securities a r e  parties to an agreement ;or voted in 

favor of the restriction. 

(c)  A restr ict ion of the transfer of securities of .a corporation is per- 

mitted by this section i f  it: 

(1) Obligates the holder of the restr icted securities to offer to the 

corporation o r  to any other holders of securities of the corporation o r  to any 

other person or  to any combination of the foregoing, a prior  opportunity, to be 

exercised within a reasonable time, to acquire the restricted securities or ;  



(2)  Obligates the corporation o r  any holder of securities of the 

corporation o r  any other person or  any combination of the foregoing, to purchase 

the securities which a r e  the subject of an agreement respecting the purchase and 

sale  of the restr icted securities or ;  

( 3 )  Requires the directors o r  the holders of any class of securities 

of the corporation to consent to any proposed transfer  of the restr icted securi-  

ties o r  to approve the proposed transferee of the restr icted securities o r ;  

(4) Prohibits the t ransfer  of the restr icted securities to designated 

persons o r  c lasses  of persons, and such designation i s  not manifestly unreasonable. 

(d) Any restr ict ion on the transfer of the shares  of a corporation for the 

purpose of maintaining i t s  status a s  an electing smal l  business corporation under 

Subchapter S of the United States Internal Revenue Code i s  conclusively presumed 

for  a reasonable purpose. 

(e) Any other lawful restriction on transfer  o r  registration of transfer  

of securities is permitted by this section. 

(f) If a restriction on transfer of a security i s  held not to be permitted 

by this section, the corporation shall nevertheless have an option, for a period 

of thirty days after  the judgment setting aside the restriction becomes final, to 

acquire the restr icted securities o r  any of them a t  a price which i s  agreed upon 

by the parties subject to the approval of the Court of Chancery, o r  i f  no agree- 
! 

ment i s  reached a s  to price then a t  the fair  value a s  determined by the Court of 
I 

I 

I Chancery. I n o r d e r  todetermine fa i rvalue,  t h e c o u r t m a y a p p o i n t o n e o r m o r e  

' persons a s  appraisers  to receive evidence and recommend a decision in  the 

question of fa i r  value. The appraisers  shall have such power a s  appraisers  



under Subsection (b) of Section X-15 (Jurisdiction of Court of Chancery to Require 
I 

I 

Purchase of Shares). 
I 

Y 

( g )  The Court of Chancery shall have jurisdiction to enforce any r e -  
I 

I striction on transfer or  registration of transfer of any securities permitted by 

, this section, and also to set  aside any restriction in cases of fraud, breach of 

duty o r  oppression. 
. , - 8 



EXHIBIT B 

Section X-10 Agreements Restricting Discretion of Directors 

A written agreement among the stockholders holding a majority of the 

outstanding shares entitled to vote whether solely among themselves o r  between 

one or  more of them and a party not a stockholder, i s  not invalid, as between the 

part ies to the agreement, on the ground that i t  so  relates to the conduct of the 

business and affairs of the corporation a s  to res t r ic t  o r  interfere with the discre-  

tion or  powers of the board of directors. The effect of any such agreement shall 

be to relieve the directors and impose upon the stockholders who a r e  parties to 

the agreement the liability for  managerial acts  o r  omissions which i s  imposed 

on directors to the extent and so  long a s  the discretion o r  powers of the board 

in  i t s  management of corporate affairs i s  controlled by such provision. 



EXHIBIT C 

Section X-11 Management by Stockholders 

The certificate of incorporation of a close corporation may provide that 

the business of the corporation shall be managed by the stockholders of the cor- 

poration rather than by a board of directors. So long a s  this provision continues 

in  effect, 

(1) No meeting of stockholders need be called to elect 

directors;  

( 2 )  Unless the context clearly requires otherwise, the 

stockholders of the corporation shall be deemed to be direc- 

tors for  purposes of applying provisions of this title; and 

( 3 )  The stockholders of the corporation shall be subject 

to a l l  liabilities of directors. 

Such a provision may be inserted in the certificate of incorporation i f  a l l  incor- 

porators and subscribers o r  a l l  holders of record of a l l  outstanding shares ,  

whether o r  not having vbting power, authorize such a provision. An amendment 

to the certificate of incorporation to str ike out such a provision shall be author- 

ized i f  approved by a vote of the holders of a majority of all outstanding shares of 

the cbrporation, whether o r  not otherwise entitled to vote. If the certificate of 

incorporation contains a provision authorized by this section, the existence of 

such provision shall be noted conspicuously on the face o r  back of every certifi- 

cate for  shares  issued by such corporation. 



ICCNUTES OF TWENTY-SIXTH lJiETTNG OF 

DELAWhRE C 03PORATI OW LAW STUDY C OMMI TTEE 

Yne Twenty-Sixth :?lee t i n 8  of the  Delaware C o rpora t i  on Law 

Study Committee was held a t  the o f f i c e s  of Berl ,  P o t t e r  and 

A:id srs on, Esqs . , Delaware Trase Building, VJilmlngt on, Delaware, 

on December 7th,  1965, a t  10:30 A.  M. 

The meeting was c a l l e d  t o  order  by the  Chairman, the 

Konorable Clarence A,  Southerland. Others p resen t  were: 

Richard F. Corroon, Zsq. 
I'Q, Alfred J e r v i s  . 

J. C l a i r  i f i l lo ran ,  Esq. 
1-r X, Staple ton ,  Esq. 
Margaret S1 Siorey  

I t  was t he  concensus t h a t  t h e  l a t e s t  r e d r a f t  of Sec t ion  

275 prepared by Mr. P o t t e r  and h i s  a s s o c i a t e ,  with r e s p e c t  t o  

jo in t  ventures  with two s tockholders ,  be approved by t'ne Committe 

a s  a  p a r t  of t h e i r  r e v i s i o n  of tine C o ~ p o r a t i o n  Law, 1 
The committee then resumed cons ide ra t ion  of the proposed iC7 

s t a t u t e 4  on Close Corporations by Prof .  Folk,  P" 
I t  was moved and seconded t h a t  X-32 be approved wi th  d e l e t i o n  I 

uf paragraph (4 )  and f u r t h e r  cons ide ra t ion  of paragraph (5) .  _I 
I t  was moved and seconded t h a t  X-13  be disapproved, L7m 
I t  w a s  moved and seconded t h a t  X-14 be disapproved, i n c l u d i n g  'r@ 

I t  w a s  t h e  concensus t h a t  coi ls iderat ion of X-15 should be 

defer red  i n  o rde r  t o  check i t s  provis ions  with those p rov i s ions  

h e r e t o f o r e  consodered, f o r  exarnpla X-10 and X-11, t o  d etermine 

wnether X-15 i s  necessary and i f  s o  t o  what ex tent .  



X-16 w a s  approved w i t h  the e x c e p t i o n  that  lib. Corroon 

x i 1 1  d r a f t  a s e c t i o n  s e t t i n g  f o r t h  t h e  p rocedure  in f i l i n g  a 

d i s s o l u t i o n  under t l z i s  s e c t i o n  and paragraph  (c) w a s  changed 

t o  read as fo l l ows :  

( c )  E c ~ h  c e r t i f i c a t e  of s h a r e s  i n  any c o r p o r a t i o n  
whose c e r t i f i c a t e  of incorpora.i;ion a u t h o r i z e s  d i  ssoEutf  on 
as p e r m i t t e d  by thi.s sectio-n sha l l  conspicuoi ls ly  n o t e  on 
i t s  f a c e  the e x i s t e n c e  of t h e  p r o v i s i o n .  Unless  no ted  
consp i cuous ly  on t h e  f a c e  of i t s  c e r t i f i c a t e ,  t h e  p r o v i s i o n  
i s  i n e f f e c t i v e ,  

The Cotnmittee dec ided  t o  r e f a r  t h e  adop t ion  of X-17 t o  

t h e  compi l e r s  of t h e  Iievised Corpora t ion  Law. 

Tne nex t  meet ing of t h e  Committee w i l l  be he ld  January 

The meet ing  t h e n  ad journed ,  



November 29,  1965 

MEMORANDUM TO MIEMBERS OF THE DELAWARE CORPORATION 
W REVISION COMMITTEE 

Since sending you B i l l  Potter's  proposed amendment 
to  Section 275,  he has again revised hi s  draft t o  substitute 
the word ''may's for "shall1' i n  that portion of  the draft 
having to  do with the dissolution of  the jo int  venture. A 
copy of the l a t e s t  draft i s  enclosed. 

Richard F .  Corroon, 
Vice Chairman 

RFC : mp 
Enc . 



, Dublin-Keene, Inc. 

Reorganization Problem 

Suggested Amendment to Section 275 of 
Delaware Corporation Law 

If the stockholders of a corporation of this State, 
having only two (2) stockholders each of which own 50% of the 
stock therein, shall be engaged in the prosecution of a joint 
venture and if such stockholders shall be unable to agree upon 
the desirability of discontinuing such joint venture and disposing 
of the assets used in such venture, either stockholder may file 
with the Court of Chancery a petition stating that it desires to 
discontinue such joint venture and to dispose of the assets used 
in such venture in accordance with a plan to be agreed upon by both stock- 
holders or that, if no such plan shall be agreed upon, the corporation 
be dissolved. Such petition shall have attached thereto a copy of the 
proposed plan of discontinuance and distribution and a certificate 
stating that copies of such petition and plan have been transmitted 
in writing to the other stockholder and to the directors and officers 
of such corporation. The petition and certificate shall be acknowledged 
before an officer authorized by the laws of this State to take 
acknowledgments of deeds. 

Unless both stockholders file with the Court of Chancery 
(i) within three months of the date of the filing of such petition, 
a certificate similarly acknowledged stating that chey have agreed 
on such plan, or a modification thereof, an6 (ti)  chin one year 
from the date of the filing of such petitiorL, a ceztifica~e similarly 
acknowledged stating that'the distrfbution provided by such plan has 
been completed, the Court of Chancery may dissolve such corporation 
and may, by appointment of one or more trustees or receivers wLth 
all the powers and title of a trustee or receiver appointed under 
section 279 of this title, administer and wind up its affalrs. 
Either or both of the above periods may be extended by agrzamz::c 
of the stockholders, evidenced by a certificate similarly acknowledged 
and fi;ed with the Court of Chancery prior to the expira~ion of such 
perio~. 



MINUTES OF TWENTY -SEVENTH MEETING OF 

DELAWARE CORPORATION L!4W STUDY COMMITTEE 

The twenty-seventh meeting of the Delaware Corporation Law 

Study Committee was held at the offices of Berl Potter & Ander- 

son, Delaware Trust Building on February 8, 1966. The meeting 

was called to order by the Chairman, The Hon. Clarence A. 

Southerland. Others present were: 

C. J. Killoran, Esq. 
Mr. Alfred Jervis 
S. Samuel Arsht, Esq. 
Hon. Elisha C. Dukes 
Charles S *  Crompton, Jr., Esq. 

In the absence of the Secretary, the Chairman requested 

the undersigned to act as Secretary for the meeting, 

The Chairman distributed the reports by Henry Canby on 

the merger provisions of the code, of S .  Samuel Arsht on dis- 

solution, and Messrs. Jackman and Jervis on Sections 106 

through 108 of the code. 

The Committee then considered the report of S. Samuel 

Arsht (undated) on the provisions of the code regarding dis: 

solution, insolvency, and renewal of charter. The following 

action was taken by the Committee on Mr. ~rsht's report: 



1. The recommendation of Professor Folk approved by M r .  -1 
b.rshtls  report to  revise Section 274 of the code was unani- I 

'! 

mously approved by the Committee, and the d ra f t  of an amended I 
Section 274 presented i n  N r ,  ~ r s h t ' s  report on page 2 was 

approved by the Committee with the following changes: 

a. In  the eighth from l a s t  l i n e  of the Arsht d ra f t ,  

s t r i k e  the words "on subscriptions1'. I 
b. In the  f i f t h  from l a s t  l i n e  of the hrsht  d ra f t ,  i 

s t r i k e  the 'I ; ' '  a f t e r  the word "thereto" and add the words, I 
"and a l l  issued stock c e r t i f i c a t e s ,  i f  any, have been sur-  I 
rendered and cancelled;". 1 
2. a. The recommendation of Professor Folk approved by 

M r .  Arsht tha t  Section 275 be amended t o  remove the re -  

quirement of mandatory elect ion judges i n  the case of dis-  

solution and i n  the section regarding Charter Amendments 

(section 242) was unanimously approved by the Committee. 

The Chairman requested tha t  M r .  k-rsht submit an appro- ) Q V ~  
p r i a t e  redraf t  of Sections 275 and 242 re f lec t ing  such 

changes, 

b. The recommendation of Professor Folk approved by \ 
M r .  Arsht t o  repeal the  provisions of Section 275 reaubr- 

ing the publication of a c e r t i f i c a t e  of dissolution by 

the Secretary of S ta te  was unanimously approved by the 
t 



Committee. The present Section 275(c) will be amended, 1 
therefore, by striking out the last clause of the next to I 
last sentence thereof and all of the last sentence except I 
the last clause of the last sentence reading, "and there- I 
upon the corporation shall be dissolved." The present I 
Section 275(d) will be amended also by the deletion of 

1 

the final clause in the first sentence. A 
c. The Committee decided to defer action an the pro 

visions as to execution, acknowledgement, filing, and N~ 
recordation contained in Section 275(c) until a decision 

k b f ,  
0 

is reached on the question of the adoption of an omnibus I 
section for execution, etc. The Chairman requested the I 
legal secretaries to prepare a draft of such an omnibus 

section for the committee's consideration, 

d, It was unanimously agreed by the Committee that 

no change should be made in the provisions of Section 

275(c) with respect to class voting upon dissolution. 
1 
i 

The Committee discussed the recommendation of i 
Mr. Arsht in the second paragraph of his Section 2(d) i 

f 
that the stockholders'vote on dissolution be reduced \ Q.W 
from two-thirds to a majority. After some discussion, 

\ it was decided by majority vote of the Committee to I 
make no change in the provisions of Section 275 regard- \ 



ing the stockholder vote required for dissolution. 3 
3. The Comittee unanimously approved the redraft of 

Section 276 as prepared by Mr. Arsht and set out on pages 5 

and 6 of his report. jvw 
4 .  The Comittee concurred in the recommendation of Mr. \ 

A.rsht that no change be made in Section 277 of the code. 
/F- 

5, The recommendatian of Professor Folk approved by 

Mr. Arsht to add a new phrase to Section 278 permitting the 

Court of Chancery to extend the three year statutory period in 

which corporations may be conthued for purposes of dissolution 

was disapproved by the Committee. 

BbY' 
The Cormnittee also disapproved the Folk suggestion ) 

that the statutory three year period be changed to "a rea- ')v 
sonable period". 

The Committee also disapproved the Folk recommendation \ 
that an addition be made to Section 278 regarding the escheat \ 
of unclaimed assets in dissolution, since the Committee was 

/c(.Jj@S- 
of the opinion that the provisions of 12 Del. Code 5 1160 as I 
amended by 50 Del. Laws, Ch. 507 are adequate for this purpose. 

6. The Committee approved the Arsht recommendation that 

no changes be made in present Sections 279 through 282. 

7. The Committee unanimously approved the amendatory 

is- language to Section 283(b) as presented in the Arsht report, 
-.j 

page 7. 



The Committee disapproved the Folk suggestion that \ 
specific language might be added to Section 283 enumerating 

the types of "abuse" which may result in charter forfeiture. J 
Mr, Jervis called to the Committee's attention the fact 'i 

that the changes approved earlier in the meeting in Section \ 
275 would require the amendment of Section 361, paragraph 5 

eliminating the payment of fees to the Secretary of State for ,' 
the cost of publishing a certificate of dissolution. /' 

The Committee then considered the recommendation of the 

P.rsht report covering subchapter 11 of the code dealing with 

insolvency, receivers, and trustees. 

1. The Committee disapproved the change recommended by -'I 
Professor Folk and approved by Mr. krsht on page 8 of his report 

regarding the notices to be given upon the appointment of a 

receiver, so no change in Sectihn 293 will be reauired. 

2. It was decided by a majority of the Committee to dfs- 
\ '  

approve the recommendation of Professor Folk appraved by Mr, 
' 1 

Arsht to add a new section to the code following Section 296 ./' - 
regarding the termination of a receivership by the Court of 

Chancery. 

The Chairman announced that the next meeting of the Com- 

mittee would be held on February 15, 1966 at 10:30 a.m, at 

which time the Committee will consider the reports of Mr. Canby 



on mergers and Messrs. Jervis and Jackman on Sections 106 

through 108, The meeting was then adjourned, 

Acting Secretary 



RICHARDS, LAYTON & FINGER 
4072 duPont Building 

Wilmington, Delaware 19801 

i RE: Minutes of Twenty-Eighth Meeting of Delaware ~ DATE : 2/17/66 
Corporation Law Study Committee 

TO: A l l  C o m m i t t e e  M e m b e r s  

FROM: Charles F. Richards, Jr. , Legal Secretary 

I 

I It has  been called t o  my attention that there is a n  error appearing in 
Paragraph 13 of the Minutes in that  the  Minutes should read that  a redraft of sub- 
section (b) of Section 259 rather than 251 was  approved. An error a l s o  appears  in  
the Folk Report a t  Page f i 5  a s  noted in G r .  Canby's  crit ique of that Report. When 
Folk speaks  of Section 251 on that  page, he is referring to Section 259. - 



I 
i MINUTES OF TWENTY-EIGHTH MEETING OF 

I DELAWARE CORPORATION LAW STUDY COMMITTEE 

~ The Twenty-Eighth meeting of the  Delaware Corporation Law Study 

I 

1 Committee was  held a t  the  offices of Berl, Potter and Anderson, Esquires, 

Delaware Trust Building, Wilmington, Delaware, on February 15, 19 66, a t  

10:30 a .m.  

I The meeting was  cal led to  order by the  Chairman, The Honorable 

i 
I Clarence A.  Southerland. Others present were: 

S . Samuel Arsht, Esquire 
Henry M. Canby, Esquire 
Richard F . Corroon, Esquire 
Honorable Elisha C . Dukes 
Mr. David H. Jackman 
Mr. Alfred Jervi s 
Charles  F . Richards, Jr. , Esquire 

In the  absence  of the  secretary,  t he  Chairman requested that  Charles  

I 
F . Richards, Jr. , Esquire, a c t  a s  Secretary. 

1. The Committee considered Chancellor Sei tz '  le t ter  of February 8 ,  1 
1966, t o  the  Chairman and t h e  Chairman's reply of February 9 ,  1966. The 

i Committee approved the  suggested amendment to  8 Del .  C .  § 224 drafted ! 
I 

I 

I by the  Chairman. The Committee, thus ,  approved the  changing of the  period 

I a t  t he  end of the  f i rs t  sentence of § 224 t o  a comma and the  addition of the  
I 

I ~ following language. 

"and sha l l  give a t  l eas t  twenty days '  notice of 
@, & t h e  meeting a t  which such election is to b e  held.  " 



2. On reconsidera tion,the Committee approved the  new amendment t o  ', 
the insolvency provisions of t h s  corporation'law a s  se t  forth on Pages 8 and 9 I 
of Mr. Arsht's report with the  additional amendment of inserting the words I cnP/ 
"an insolvent" in l ieu of the  word " a "  in Line 1 .  The Committee suggested 

that th is  new section should b e  Section 301. See Exhibit 1 attached 

3. The Committee approved the  amendment t o  Section 312 suggested 

by Folk and recommended by Arsht a t  Page 9 of his  report. The new Section 

3 12 (a) i s  se t  forth a s  Exhibit 2 to  these  Minutes. 

4. The Committee approved the  suggestion made by Mr. Arsht a t  1 
Page 10 of h is  report that Section 242 (a) be amended to  expressly authorize 

a corporation t o  amend its certificate to  change the period of duration of that 

certificate. The Committee, thus,  felt that Section 242 (a) should be amended 

a s  shown in Exhibit 3.  ," 
5 .  The Committee disapproved Folk's suggested amendment t o  sub- 7K 

section (e) of Section 312 relating t o  personal liability of directors and officers )r 
after expiration of the  corporate charter. J 

6 .  The Committee approved the  redraft of subsection (h) to  Section 312 

a s  suggested by Mr. Arsht a t  Page 11 of h i s  report with certain modifications 

a s  shown in the attached Exhibit 4. J 
7.  The Committee approved a s  a matter of policy the elimination of a \ 

statutory right of appraisal for members of a c l a s s  of stock which on the  record 
<------ 

dat was either (1) registered on a National Securities Exchange or (2) had e _.-- -- 
outstanding 2,000 or more shareholders; unless  the corporate charter provides - 



I 
! 
I 
I ~ otherwise. Mr. Canby undertook t o  redraft the merger provisions in keeping 
I 

i 

i with this  policy decision. 

8.  The Committee disapproved two Folk suggestions appearing on 

Page 182 of h is  report. o n e ,  they disapproved the elimination of the two- 

1 thirds vote on mergers for corporations;abject to  the jurisdiction of the SEC. ~ 
! Second, they disapproved the  suggestion that there be a c l a s s  vote where 
I 

it would be necessary if the  proposal took the form of a separate amendmen 
, 
I J 
I t o  the certificate of incorporation rather than of a merger. 

I 9 .  The Committee approved the addition of a new subsection (d) to  
I 
i 2 

Section 251 suggested by Folk a t  Page 190 .  The Committee adopted the  

language of Professor Folk with the substitution of the word "agreement" for 

the  word "plan" where that  word appears in h i s  draft a s  shown in the attached J 
Exhibit 5. '7 

1 0 .  The Committee approved of the  suggestion that the  word "con- @* 
?\ 

solidation" be  dropped from the Delaware Corporation Code and that its meaning bp 
i be incorporated into the term "merger". Mr. Canby undertook t o  do th is  as 
I 
I ~ a part of h i s  redraft of the merger sect ions.  
I 1 

11. The Committee directed Mr. Canby t o  adopt a one-way street  

approach to  mergers between Delaware corporations and corporations not 

I formed under the law of one of the several s ta tes  of the United States .  Such 

i 
i 

foreign corporations will be  allowed t o  merge into a Delaware corporation, 

i 
! but a Delaware corporation will not be allowed t o  merge out of existence into 
1 

, 
i a foreign corporation. 



1 2 .  The Committee approved the  suggestion appearing a t  the top of I& 
Page 194 of t he  Folk Report that  the  language at tached a s  Exhibit 6 be added I 

k/  
t o  Section 2 5 7. 

13.  The Committee approved the  redraft of subsect ion (b) of Section 

a s  set forth by Professor Folk a t  Page 195.  J 

The meeting then adjourned. The next meeting was  set by the  Chairman 

for Tuesday, February 2 2 ,  1966, at 10:30 a .m.  

0 L )- 
Charles  F.  Richards, Jr. 
Acting Secretary 



EXHIBIT 1 

5 301. The liquidation of the  a s s e t s  and bus iness  of a n  - 
insolvent corporation may be discontinued a t  a n y  time during 

the liquidation proceedings when it is establ ished that  cause  

for liquidation no longer ex i s t s .  In such event the  Court of 

Chancery in  its, discretion, and subject  t o  such conditions 

, a s  i t  may deem appropriate, may dismiss  the proceedings 

and direct t he  receiver or trustee to  redeliver to  the  corpo- 

ration all of its remaining property and a s s e t s .  



EXHIBIT 2 

§ 3 12. Renewal, revival, extension and restoration of charter 

(a) Any domestic corporation whose period of duration 

is other than perpetual and which has  not amended i t s  certifi- 

ca te  of incorporation to  make its duration perpetual may, a t  

any time before or after the expiration of i t s  period of dqa t ion  
- -- 

and any corporation existing under the laws of th is  State whose 

charter has  become inoperative by law for non-payment of taxes  

and any corporation existing under the laws of th is  State whose 

charter has  expired by reason of failure t o  renew the same or '  

whose charter has  been renewed, but, through failure to  comply 

strictly with the provisions of th is  chapter, the validity of whose 

renewal has  been brought into question, may a t  any time procure 

a n  extension, restoration, renewal or revival of its charter, to- 

gether with a l l  the rights,  franchises,  privileges and immunities 

and subject t o  a l l  of its dut ies ,  debts and liabili t ies which had 

been secured or imposed by its original charter and a l l  amend- 

ment s thereto. 
P 



EXHIBIT 3 

5 242 .  Amendment of certificate of incorporation after pay- 
ment of capi tal  or where corporation has  no  capi tal  
s tock 

(a) Any corporation of th i s  State existing prior t o  the  

tenth day of March, 1899, whether created by spec ia l  a c t  or 

general law,  or any  corporation created under the  provisions 

of th i s  chapter,  may, from time t o  t ime, when and a s  desired,  

amend its certificate of incorporation by -- 

(1) Addition to  its corporate powers and purposes,  or 

diminution thereof, or both; or 

(2 )  Substitution of other powers and purposes,  in 

whole or i n  part ,  for those prescribed by its certificate of 

incorporation; or 

(3)  Increasing or decreasing its authorized capi tal  

stock or reclassifying the  same,  by changing the number, par 
, ' 

value,  designat ions,  preferences, or relative,  participating 

optional or other spec ia l  rights of the shares ,  or the qualifi- 

cat ions,  limitations or restrictions of such rights,  or by 

changing shares  with par value into shares  without par value,  

or shares  without par value into shares  with par value either 

with or without increasing or decreasing the  number of shares;  

or 



(4) Changing i t s  corporate title; or 

(5) Changing the  period of duration; or 

(6)  Making any other change or alteration in i t s  

certificate of incorporation that may be desired. 

Any or all such changes or alterations may be effected 

by one certificate of amendment. 

Every certificate of incorporation a s  so  amended, 

changed or altered shall  contain only such provisions a s  it 

would be lawful and proper to  insert in  an  original certificate 

of incorporation made a t  the t i m e  of making such amendment. 



EXHIBIT 4 

5 3 1 2 .  Renewal, revival, extension and restoration of charter 

(h) If only one or none of the l a s t  acting officers of 

any corporation desiring to  renew or revise i t s  charter is 

available by reason of death, unknown address or refusal or 

failure to  a c t  a t  the time of i t s  renewal, the directors of the 

corporation, or those remaining on the board, although l e s s  

than a quorum, may elect  a successor  to  the officer or officers 

who are  dead, or whose addresses are unknown, or who refuse 

or fail to  a c t .  If there shall  be no director of the corporation - 
available for the  purposes aforesaid, by reason of death,  un- 

known address ,  or refusal or failure t o  a c t ,  the stockholders of 

the corporation may elect  a s  many directors a s  may be neces- 

sary,  or they may elect  a full board of directors, a s  provided 

by the by-laws of the corporation, and the board may elect 

successors  to  the  officers who are deceased or whose addresses  

are  unknown, or who refuse or - fail  to  ac t .  (Remainder of sub- 

section is unchanged. ) 
5' 



EXHIBIT 5 

§ 251. Consolidation or merger of domestic corporations 

(d) Any agreement of merger or consolidation may con- 

tain a provision that a t  any time prior t o  filing the agreement 

of merger or consolidation with the office of the Secretary of 

State,  the agreement may be abandoned by the  board of direc- 

tors of any participating corporation notwithstanding approval 

of the agreement of merger or consolidation by the share- 

holders of the  participating corporations. 



EXHIBIT 6 

§ 257.  Consolidation or merger of domestic stock and non- 
stock corporations 

(c) . . . Nothing in th is  section shall  be deemed to  

authorize the merger of a charitable non-stock corporation 

into a stock corporation, whereby the  charitable s tatus of 

such non-stock corporation would be lost  or impaired; but 

a stock corporation may be merged into a charitable non- 

stock corporation which shall  continue a s  the surviving 

corporation. 
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MINUTES OF THE THIRTIETH MEETING OF 

DELAWARE CORPORATION LAW STUDY COMMITTEE 

The Thirt ieth Meet ing of t h e  Delaware  Corporation Law Study Com- 

mit tee  w a s  he ld  a t  t h e  o f f i ces  of Berl, Potter  a n d  Anderson,  Esquires ,  

Delaware  Trust Building, Wilmington,  Delaware ,  on March 2 3 ,  1 9 6 6 ,  at  

10:30 a . m .  

The meeting w a s  ca l l ed  t o  order by t h e  Chairman, The Honorable 

Cla rence  A .  Southerland.  Others  p resen t  were: 

hen ry  M . Canby ,  Esquire 
Richard F . Corroon , Esquire 
Honorable Elisha C .  Dukes  
Cla i r  John Killoran, Esquire 
Cha r l e s  F . Richards,  Jr . , Esquire 

In t h e  a b s e n c e  of t h e  Secre tary ,  t h e  Chairman reques ted  t ha t  Cha r l e s  

F . Richards ,  Jr . , Esquire ,  a c t  a s  Secre tary .  

1. The Committee considered Cha r l e s  S. Crompton, Jr. ' s draft  of \ 
s t a t u t e s  for uniform execu t ion ,  acknowledgment,  f i l ing ,  a n d  recording of 

ins t ruments  and  t he  redraft  of t h e s e  s ec t i ons  by Mr.  LePage,  Pres ident  of 

The Corporation Trust Company of New York. The Committee dec ided  t o  d is-  

approve both d ra f t s  a n d  re jec ted  t he  idea  of uniform s t a t u t e s  on  t h e  sub j ec t .  

The Committee,  however,  f e l t  t h a t  a change should b e  made i n  t h e  p resen t  

law t o  permit t h e  Chairman of t h e  Board to execu t e  or  acknowledge a n y  



document in the alternative to the president or vice president, where i t  is now \ 
provided that the president or vice president must execute or acknowledge \ 
a document. The Committee directed the legal s,ecretaries to  make th is  \ 
addition to  the thirty-odd sections affected. Thus, for example, in Section 

251  (c) of the present law, where i t  provides: " .  ; ,and the agreement s o  

adopted and certified shal l  be signed by the president or vice president l 
and secretary or a s s i s t an t  secretary. . . It, the new language will read, " . . . 1 
by the Chairman of the Board or by the president or by a vice president and 

by the secretary or a n  ass is tant  secretary. . . " . 

2 .  The Committee next considered Mr. Canby's draft of Section 25 1 
'1 

The Committee approved the following changes in that draft,. 

First ,  the Committee decided that the l a s t  sentence of subsection (a) 

should become a separate subsection which should be placed a t  the beginnin i 
of Section 2 5 1 a s  subsection (a) .  In addition, the Committee directed the 2 
insertion of quotation marks around the words "merger" and "consolidation" )y 
in t h a ~  sentence. The Committee consequently approved the re-lettering of 

a l l  the other subsections of th is  Section, i . e .  , (a) becomes (b); (b) becomed ) 'fl 
I 

( c ) ,  e t c . ,  and directed that the re-lettering be checked in references to  

Section 25 1 in other sect ions.  

The Committee requested Mr. Canby to redraft the re-lettered sub- 

section (c) to  provide that the directors need not sign the merger agreement, 

that they need only meet a s  a Board and pass  a resolution deeming it "expedienh 



a n d  for t he  b e s t  i n t e r e s t s  of t h e  corporation" in  a way s imi lar  t o  t ha t  provided /*. 
\ 

b y  Sect ion 2 7 1 for a s a l e  of assets. 

The Committee made other  s l igh t  changes  in  t h e  wording of Sect ion 251 

of Mr. C a n b y ' s  draft  a s  follows: 

*- 
The word "separa te ly"  appear ing i n  Line 1 of Page  2 w a s  s t r icken.  

words " t h i s  S ta te"  in Line 15 of Page  2 were s t r icken and  in  l i eu  thereof were 

inse r ted  t he  words " t h e  p l ace  of execu t ion" .  The Committee inse r ted  i n  

Line 1 of Page 3 ,  a f t e r  t h e  word " b u s i n e s s " ,  t h e  words "in t h i s  S ta te" .  )V 
The Committee cons idered  t he  suggest ion of t h e  firm of Dewey,  

Ballantine,  Bushby, Palmer & Wood a s  commented on by Professor  Folk at \ 
P a g e s  195 B a n d  C .  The Committee approved t h e  language appear ing at  t h e  \ 
bottom of Page  195 B a n d  a t  t h e  top of 195 C with one  excep t ion  noted infra 

a n d  di rected tha t  it b e  added  a s  a new subsec t ion  (g) t o  M r .  Canby ' s  redraf t  

of Sect ion 251. The one  change in  t h e  language w a s  i n  Line 4 of Page  195 C,  i 
t h e  phrase  "do not  exceed  t h e  percent" w a s  changed t o  read  "do not  e x c e e d  

15  percent" . J 
3 .  The Committee approved t he  following c h a n g e s  i n  Sect ion 252. 

The reference in  subsec t ion  (c)  t o  251 (c)  w a s  modified i n  keeping with t h e  

re-let tering of Sect ion 251 t o  read "251 (d)".  The Committee noted a n d  cor- 1 

r e c t ed  t h e  typographi,cal error i n  Line 5 of Sect ion 252 (d) b y  s t r ik ing t h e  b 
/ 

word "for" a n d  inser t ing i n  l i eu  thereof t he  word "or".  The Committee ap- 

proved t he  addi t ion of a new subsec t ion  (e) t o  Sect ion 252 a s  follows: fi 

"(e)  The provis ions  of Sect ion 251 (g) s h a l l  app ly  
t o  mergers under t h i s  Sect ion.  " 



4 .  The Committee amended t h e  draft  of Sect ion 253 a s  follows: , 

I t  approved t he  dele t ion of t h e  word "for" in Line 14 of subsec t ion  (e) and  

i n se r t ed  in  l i eu  thereof t h e  words "of t h e  va lue  of".  I t  approved t h e  str iking J 
of a l l  t h e  words i n  Line 15  following t h e  f i r s t  word, " s t ock" ,  a n d  all t h e  

words i n  Line 16 and  t h e  en t i re  f i r s t  l i ne  of Page  6 of Mr.  Canby ' s  draft .  \ 
The Committee approved t h e  inser t ion of t h e  word "a"  i n  p l ace  of t h e  word \ 
" the"  on  Line 3 of Page  6 of t h e  redraft  of Sect ion 253.  The Committee 

approved t h e  s t r ik ing of t h e  words "provided for herein" on Line 4 of Page  6 

a n d  t h e  inser t ion i n  l i eu  thereof of t he  words "a f te r  such  period of 20 days"  v' 
The writer of t h e s e  Minutes  noted t ha t  a s  a r e su l t  of t h e  changes  .. 

descr ibed  for Sect ion 253 (e), t h e  s en t ence  would not  b e  grammatically 

correct  un l e s s  t he  words "and i f"  were  s t r icken i n  Line 12 of t ha t  subsec t ion .  

The writer conferred with Mr.  Corroon, t h e  author  of t h e  other  r ev i s i ons  of 

t h i s  sec t ion  a n d  obta ined h i s  approval .  Un l e s s  t h e  other  members of t h e  I 
Committee d i rect  o therwise ,  t h e  l ega l  s ec r e t a r i e s  wi l l  make t h i s  change  under / 
the i r  vague  author i ty  a s  quasi-draftsmen. 

d 

5 .  The Committee approved a redraft  of Sect ion 2 54  (b) a s  fol lows: -1 
"(b) Any one  o r  more corporat ions  ex i s t ing  under t h e  l a w s  of 
t h i s  S t a t e ,  may merge with one  or more joint-stock a s s o c i a t i o n s  
ex i s t ing  under t h e  l a w s  of a n y  &ker Sta te  or  S t a t e s  of t he  
United S t a t e s ,  if t h e  l a w s  of such  &her Sta t e  o r  S t a t e s  permit 
such  a merger. Such corporation or corporations a n d  such  one  
o r  more joint-stock a s s o c i a t i o n s  may merge i n to  a s i ng l e  corpo- 
rat ion which may b e  a n y  o n e  of such  corporat ions ,  o r  a new 
corporation t o  b e  formed by means  of such  merger which n e  
corporation sha l l  b e  a corporation of t h i s  S t a t e . "  



6 .  The Committee reques ted  Mr. Corroon t o  redraft  Sect ion 255 (b) 

a n d  (c) in  keeping with h i s  suggest ion t ha t  the re  need  no t  be  a meeting of  

both  t h e  governing body a n d  t h e  members of such  a corporation where t h e  
/) 

governing body a n d  t he  members a r e  t h e  same persons .  

7.  I t  w a s  dec ided  t o  simplify t he  language of Sect ion 256 (d) b y  \ 
incorporating language from Sect ion 253 (a) which re fe r s  back  t o  t h e  s ame  \ 
fu l l  language of Sect ion 252 (d) .  Thus ,  Section 256 (d) wil l  read a s  follows: \aa" 

"(d)  If t h e  surviving corporation is organized or e x i s t s  
under the  l a w s  of a n y  s t a t e  or  jur isdic t ion,  o ther  than  
t he  l a w s  of t h i s  S t a t e ,  t he  provis ions  of sec t ion  252 (d) 
of t h i s  t i t l e  sha l l  a l s o  app ly  t o  a merger under t h i s  s ec t i on . "  

8. Sect ion 257 w a s  modified a s  follows: 
\ 

In t h e  l a s t  l i ne  of Page  1 of t he  d ra f t  following t he  word " s ecu r i t i e s "  \ 
t h e  words "or membership i n t e r e s t s "  were  inse r ted .  In Line 1 of Page  2 of 

t h e  draft  of Sect ion 257 t h e  words following t he  word "from" were s t r i cken .  

Lines 2 ,  3 a n d  4 were  a l s o  s t r icken.  The l e g a l  s ec r e t a r i e s  were  d i rec ted  to 1 
make changes  i n  Sect ion 257 (b) pa ra l l e l  t o  t h o s e  c h a n g e s  to b e  drafted by 

/ 

Mr. Canby for Sect ion 251 (c)  a s  noted supra .  

9 .  Sect ion 258 (c) w a s  amended t o  read t h e  same a s  Sect ion 256 (d) \ 
a n d  t h e  la  st part  of 253 (a)  i. e. , t o  read  a s  follows: 

"(c) If t h e  surviving corporation is organized o r  exists 
under t h e  l a w s  of a n y  s t a t e  o r  jur isdic t ion,  o ther  than  
t h e  l a w s  of t h i s  State, t h e  provis ions  of sec t ion  252 (d) 
of t h i s  title sha l l  a l s o  app ly  t o  a merger under t h i s  sec t ion .  " 



10 .  Section 261 w a s  amended by dele t ing t h e  f i r s t  l i ne  and  inse r t ing  

i n  l i eu  thereof "Any ac t ion  o r  proceeding,  whether c i v i l ,  cr iminal ,  or  admin- 

i s t r a t i ve ,  pending.  . . " . 
11.  The Committee d i rected t h e  l e g a l  s ec r e t a r i e s  t o  make changes  i n  \ 

Section 262 (b) i n  a way para l le l  t o  t h e  changes  made in  Sect ion 253 (e) a s  \ 
noted supra .  According t o  t h e  writer of t h e s e  Minu t e s ,  t h i s  wil l  mean t he  \ 
dele t ion of t h e  l a s t  word in  Line 9 of subsec t ion  (b) , "If"; t h e  de le t ion  \ 
of t h e  word "for" in Line 12 and  inser t ion i n  l i eu  thereof of "of t h e  va lue  of"; \# 
t h e  dele t ion of t h e  words " such  resul t ing"  i n  Line 1 2 ;  a n d  el imination of all l- 
t h e  words in Lines 13 ,  14  a n d  15  up t o  but  not  including t h e  word "exc lus ive"  . I 
Because  of t h e s e  changes  i n  subsec t ion  (b ) ,  it wi l l  b e  n e c e s s a r y  t o  change  I 
subsec t ion  (c) a s  follows: 

Str ike t h e  word "the1' in  Line 1 a n d  inse r t  i n  l i eu  thereof t h e  word "a".  

Following t h e  word "days"  in  Line 1, inse r t  t he  words "following t h e  period 

of 20 d a y s " .  

12.  Mr.  Corroon w a s  reques ted  t o  prepare a memorandum on h i s  
\ 

suggest ion tha t  c a s h  b e  permitted t o  be  given t o  shareholders  in a merger \ 
i n  addi t ion t o  s ecu r i t i e s  under Sect ion 251 and  253. Mr. Corroon w a s  a l s o  \ 
reques ted  t o  cons ider  whether or  not  a s en t ence  should  be  added  to Sect ion I* 
262 providing t ha t  t h e  remedy provided thereunder w a s  i n  addi t ion t o  a n y  

other  remedy which might b e  ava i l ab l e  in law or equi ty .  
/' 

The meeting then  adjourned.  The next  meeting w a s  set by t h e  Chair- 

Acting Secre ta ry  , 



RICHARDS, LAYTON Q FINGER 
4072 duPont Building 

Wilmington, Delaware 19801 

RE: Minutes  of t h e  Thirtieth Meet ing of the  
Delaware  Corporation Law Study Committee 

TO: A l l  Committee Members 

-- 

FROM: Char l e s  F . Richards ,  Jr. , Legal Secretary 

I wish t o  make ce r ta in  correct ions  in  t h e  Minutes  of t he  Thirtieth 

Mee t ing .  

1. The Minutes  should re f lec t  t ha t  Mr.  Alfred Jervis  w a s  p resen t .  

2 .  The Minutes  should a l s o  ref lec t  t ha t  Mr .  Alfred Jervis  submitted . 

a memorandum by Mr.  LePage which w a s  in favor of re ta in ing t h e  d i s t inc t ion  

be tween  merger a n d  consol idat ion a s  it heretofore h a s  ex i s t ed  in  t h e  Delaware  

Corporation Law. Mr.  Jervis  read  Mr.  LePage ' s  memorandum a n d  urged its 

meri ts  to t h e  Committee.  The Committee voted a n d  r e j ec t ed  t h e  idea  t h a t  a 

s epa ra t e  defini t ion should b e  cont inued i n  t he  Delaware  Corporation Law for 6 
t h e  term consol idat ion a n d ,  t h u s ,  r e jec ted  Mr.  LePage' s sugges t ion ,  Mr .  / ' 
Jervis  d i s s en t i ng .  / 



MINUTES OF THIRTY-FIRST MISETING OF 

DELAWARE CORPORATION LAW STUDY COMMITTEE 

The thirty-first meeting of the Del~ware Corporation Law 

Study Committee was held at the offices of Berl Potter & Anderson, 

Delaware Trust Building, on March 31, 1955. Those presenz were: 

Hon. Clarence A, Southerland 
Hon. Elisha C. Dukes 
S. Samuel Arsht, Esq. 
Clair J. Killoran, Esq. 
Alfred Jervis 
Richard I?. Corroon, Esq, 
Charles S. Crompton, Jr,, E s q , ,  Legal Secretary 

In the absence of the Secretzry, the Chairman re~uested the 

undersigned to act as temporary secretary for the meeting, 

The Cormittee first considered the report of Mr. Killoran 

deted March 23, 1956, regarding the Folk Report, pages 2448-256, 

The following actions were taken on this report: 

1. Professor ~olk's recommendation discussed on page 1 of 

the Killoran Report to transfer the provisions of Section 150, 

regarding a coyporition's power to purchase and sell its own 

shares, to Section 122 was unanimously disapproved, 

2. It was unanimously agreed, however, that Section 150 'xl 

should be amended by adding the following language following the \ 
word "purchase" : 



11 receive, take or otherwise acquire, own and 
hold, sell, lend, exchange, transfer or other- 
wise dispose of, pledge, use and otherwise 
deal in and with its own shares; but no such, 

I E etc. . . . 
3, It was moved, seconded and unanimously adopted thaz \ 

Section 16O(a) be further amended by the addition thereto of the 

underlined words set forth on pages 1 and 2 of the Killoran 

4 .  The Committee deferred any action on the recommended 

addition of a subsection (b) to Section 150 pending further study 

of the proposal by the Comittee. 

5. The Committee considered the Killoran recommendation on \ "  
page 2 of his report that Sections 172 and 174 be amended as sug- \ 
gested on page 251 of the Folk Report to protect directors who \vb 
rely on the reports of experts in connection with the purchase of \ 
the corporation's stock from surplus as well as upon the declara- 

/j 

tion of dividends therefrom, This recommendation was unanimously7 

adopted. Mr. Arsht suggested that the legal secretaries conslder \@ 
whether the amended Sections 172 and '174 could be better located J 
elsewhere than in the subchapter devoted to dividends. / 

6 .  The Comittee considered and unanimously approved the 

suggestion of Mr. Milloran on pages 2 and 3 of his report that 

Section 243(b)  be amended by adding the word "suchf' in the fourth 

I t  line thereof between the words anyq' and "shares". 



7. The Committee next considered the suggest:iion on pages I 
I 

3 and 4 of %he Xilloran Report dezling with reduction of capi ta l ,  
F 
! 

redeemed and reacquired shares. M r .  Killoran s ta ted  chat h i s  

recommendation would be t o  amend Section 244 t o  perinit the  
.. \ r-' 

directors  of a corporation, wfthout shareholder approval, t o  
r. v 

r e t i r e  the  col-poratfon's shares it has acquired f r n m  any sur-  % 
plus account. 

A moticm to  so  amend Section 244 w a s  made and seconded. 1 
M r .  Arsht moved tha t  the motion be 3mended t o  permit such pur- 

chase by d i rec tor  action from ~ ~ n y  source including s ta ted  capi- I 
t a l .  The amendment t o  the u t i o n  was defeated by I vote of 2 t o  I 
4 .  The vote on the or iginal  motion was  then unani~nously i n  i 
favor thereof, 

The suggestion of  E, N. Carpenter, 11, Esg. b:ir l e t t e r  of \ 
March 23, 1956, was next considered end the Commit,:ee unani- 

mously approved eke amendment of Section 213 to  en:l..arge the 

record date there%n from 50 t o  50 dzys. 
," 

The Chaiz-man next requested %kc Cornlittee t o  consider the -", 
problem of seccues.llratLon, even though no committee-member reports 

thereon had been f i led .  A l i ve ly  discussion fol101;red wherein the 

I Chairman s ta ted  h i s  present opinion w a s  t o  make no changes i n  the . 

exis t ing I ~ F J  since h i s  recollecCion was t h a t  earlic2r e f f o r t s  t o  

revise  the law %n Delaware had been unsatisfactory, ,  M r .  Corroon 



suggested a change i n  the present law t o  L i m i t  sequestration i n  I 
derivative or class actions to shares which the fndivi:,iual direc- \ 
t o r s  own i n  the corporation which i s  lthe subject of th:.! litigation. I 
The Secretary of S ta t e  reported that many complaints f,rom respected I 
law firms outside of Delsware have been received by hi?; of f i ce  i 
regarding the current s t a t e  of the law. M r .  Je rv is  as!ced the I 
Committee t o  consider the l e t t e r  of the Chancellor t o  [;he Chairman 1 

dated December 29, 1954, regarding the topic. . \ 
* '  

T h e  Chziman announced tha t  tho topic would be cortsfdered 

again by the Commietee and requested M r .  Corroon to prlt:pare a 

d ra f t  of his suggested amendment and circulate it t o  the members 

of the Comrnitcee. 

The meeting was then adjourned. 

Acting Secretary 



MINUTES OF THXRTY-SECOND MEETING OF 

DELAWARE CORPORATION LAW STUDY COMMITTEE 

The th i r ty-second meeting of  t h e  Delaware Corporation 

Law Study Committee was h e l d  i n  t h e  o f f i c e s  o f  Berl P o t t e r  & 

Anderson, Delaware Trus t  Bui lding,  Wilmington, De:l.aware, on 

t h e  1 5 t h  day of April, 1966, w i t h  the  Chairman pr l is iding.  

Those p resen t  were: 

Honorable Clarence A. Souther land 
M r .  David H. Jackman 
Honorable E l i s h a  C. Dukes 
M r .  Alfred J e w i s  
S. Samuel Arsh t ,  Esquire  
Henry M. Canby, Esquire  
Charles  S. Crompton, Jr. , Esauire 

In  t h e  absence of t h e  Sec re t a ry ,  t h e  Chairman r e -  

ques ted  t h e  undersigned t o  act a s  temporary s e c r e t a r y  of t h e  

meeting. 

The meeting began wi th  a resumption of  L:he d i scuss ion  

of  t h e  s e q u e s t r a t i o n  s t a t u t e .  M r .  J e r v i s  reporte l l  t h a t  many 

o f  t h e  co rpora t ions  which h i s  company s e r v e s  had ~:omplained 

about t h e  Delaware s e q u e s t r a t i o n  s ta tute  and he  s t a t e d  t h a t ,  

i n  h i s  opinion,  Delaware has l o s t  p rospec t ive  co rpora t ions  

because of t h e  s t a t u t e .  



M r .  Arsht s t a t e d  t h a t  he had discussed the  problem 

with numerous members of t h e  New York Bar and al:l, had s a i d  

they saw no g r e a t  ob jec t ion  t o  the  Delaware praci::ice s ince  

they f e l t  Delaware was a more favorable  forum thian any o t h e r  

a v a i l a b l e .  

It was determined by the  Committee thal::, due t o  the  

absence of seve ra l  Committee members, f u r t h e r  dir~~.cussion of 

the  mat ter  would be de fe r red  u n t i l  t he  next  meet:i..ng, 

The Committee next  discussed t h e  repor; , :  of S.  Samuel 

Arsht,  da ted  Apr i l  1, 1966, e n t i t l e d  "Surplus and. Reserves", 

covering pages 257 t o  260 of t h e  Folk r e p o r t .  MvP5 .. . Arsht 

repor ted  t h a t  the  proposed rev i s ions  i n  h i s  repo::.t were 

t t  implementing s t a t u t e s "  f o r  t h e  use of the  new ac;.counting 

d e f i n i t i o n s  previously approved by the  Committee? M r .  Canby 

noted h i s  ob jec t ion  t o  t h e  adoption of  such de f i r l~ i t ions  and 

i t  was unanimously agreed t o  reconsider  the  adop.::ion of  such 

d e f i n i t i o n s  a t  t h e  next  meeting of the Committee. The con- 

s i d e r a t i o n  of the Arsht r e p o r t  on "Surplus and R~:,!serves'' and 

of the  proposed subsect ion (b) t o  5 160 of the C~,rde, presented 

on page 2 of  t h e  Ki l loran  r e p o r t ,  was a l s o  defer:red u n t i l  a 

dec i s ion  was reached on t h e  use o f  accounting de i i ini t ions.  



The Committee next  considered t h e  repo::'t of S. Samuel 

Arsht,  da ted  Apr i l  1, 1966, e n t i t l e d  "Preemptive Rightsf1,  con- 

cern ing  pages 260 t o  262 of the  Folk r e p o r t .  

It was moved, seconded and unanimously adopted t h a t  

the  Delaware s t a t u t e  would p r o h i b i t  preemptive r i g h t s ,  unless  I& 
the  corpora te  c h a r t e r  provided t o  the  cont rary ,  i 1 ~  recommended I 
i n  t h e  second a l t e r n a t i v e  i n  the Arsht r e p o r t .  ------I 

A d iscuss ion  was he ld  as t o  the  schedu:ll.ing of  f u r t h e r  

meetings, arrd i t  was decided t o  attempt t o  have ~.manimous 

at tendance a t  the next  meeting of the  Committee. 

There being no f u r t h e r  bus iness ,  t h e  meeting was 

adjourned. 

Secre tary  of  ;:he Meeting. 



MINUTES OF THIRTY-THISID MEETING OF 

DELAkJBRE CORPORATION LAW STUDY COMMITTEE 

The thirty-third meeting o f  the gelaware Cor~1,oration Law 

Study Committee was held at the offices of Berl Pcltter & 

Anderson, Delaware Trust Building, on April 25, 15166. Those 

present were: 

Hon. Clarence A. Southerland 
Hon. Elisha C. Dukes 
E. Samuel Arsht, Esq .  
Henry M. Canby, Esq. 
Clair J. Killoran, &so. 
Dsvf d H. Jackman 
Alfred Jewis 
Irving Morris, Esq. 
Mrs. Margaret S. Storey 
Charles S. Crompton, Jr., Esq. 

At the request of the Secretary and the Chairman, the 

undersigned acted as temporary secretsry for the nrcaeting, 

The Committee resumed discussion of the problem of seques- 

tration by considering the letter report of Mr. Moirris dated 

April 15, 1 9 4 6 ,  Mr. Morris stated that he recommended no 

change in the sequestration law because of his belief tha$ 

the high calibre of the Delaware judiciary created an excellent 

forum for decisions on important matters of corporate law. He 

stated that to limit the jurisdiction of the Delaware courts 

by amending the sequestration statutes would be to throw such 



corporate litigation into courts of other jur5sdici:ions not 

so fntimately familiar with the Delaware corporati:)n law and 

the substantial precedents thereunder, 

Mr. Morris stated his opposition to the propoi:al made at 

an earlier meeting to limit sequestration in derivritive actions 

to the stock of the corporation concerned. 

The Secretary of State reported that he was concerned with 

the possibility of the sequestration statute being used to 

begin baseless stockholders' suits resulting in an undeserved 

settlement before trial. He feared that such hara,i:isrnent by 

groundless litigation would lead to corporations avoiding 

Delaware as a state of incorporation, 

Mr. Morris replied to Mr, Dukes by citing the safeguards 

established to prevent the unwarranted settlement c:'bf such 

lawsuits, such as the notice and hearing provisi0n::;i of 

Chancery Court Rule 23. Mw, Killoran stated his £11~11 agree- 

ment with Mr. Morris' position, 

Mr. Jervhs stated his concern with the fact that Delaware 

is the only jurisdiction with such a sequestration statute 

and reported that several of his company's corporai.;:e clients 

had been reluctant to incorporate here solely because of this 

statute. MF. Jackman reported that his company's t::lients were 



also fearful of the problem of the sequestration skatute in 

Delaware. 

Mr. Arshe stated that, in his opinion, the statute did 

not breed litigation but merely made Delaware a co::'tvenient 

forum for lawsuits which would, absent the statute, be brought 

in some other jurisdiction, He stated that such fmeign liti- 

gation would make the substantive provf sions a£ th,:.! Delaware 

corporation law much less attractive if they were I:::o be con- 

strued by courts of some other jurisdiction not bo~~md by the 

substancia1 Delaware precedents under the code, 

After further discussion,, -ishe Committee unani~:l~ously -7 
agreed that a proposed amendment to the saquestrat::on statute I 
should be prepared for further consideration by tht: Committee / 

L- to limit the stacute's applfcatson an derivative actions to 

shares in the corporation which is the subject of the suit. 

The Chairman requested Mr. Canby to prepare and cir:.culase 

such a draft for consideration by the Committee. Mr. Morris 

asked if the Committee intended by such proposed anrendrnent to 

eliminate the sequestration of all property except the shares 

limit the power to sequester any property except sk.?ares of 

1 in the corporation concerned in the suit, and it ws.s the con- 

sensus of the Committee that the proposed amendment should not 

' I 



stock i n  o the r  Delaware corporaefons thm t h a t  conc:erned i n  

the  lawsuie, 

The Committee next reviewed i t s  p r i o r  dec-bs io~~ of July  1 

1965, t o  amend the  code by adoption of the  standarc1 accounting 

def ln i t ions  recommended by Professor Folk. After some discus- 

s ion,  it w a s  moved, seconded and unanimously agreed t h a t  the  

decision of July  14th with respect  t o  the  adoption i n  the  

Delaware code of '&he standard accounting terms be rpeversed 

and t h a t  t he  ex i s t i ng  s t a tu to ry  t e rns  remain unchar,ged i n  

the  code. 

M r .  Arsht suggested t h a t  an amendment could be: made in\ 
'e/ 

Sections 170 and 154 t o  fu r the r  c l s r l f y  the  meaning of the ~8-j 

terms "net asse t s"  t o  mean a s se t s  less l i a b i l i t i e s .  It was I 
moved, seconded and car r ied  t h a t  t h i s  suggested change be 

re jec ted ,  

The Committee next considered the proposed addi t ion of ? 3 
a new subsection (b) t o  Seceion 150 of the  code presented in 14 
the Kil loran Report of March 23, 1956, M r ,  Ki l loran withdrew I ' 
h i s  suggestion t h a t  such a new subseceion be added to  the  / 
code and the  suggested change .was thereby disapproved, 

The SecreCary of State presented an inquiry he had 

received from out-of-s ta te  counsel for a Delaware corporation 



regarding the disposition by the corporation of unclaimed 

dividends and asked if the Committee h-d considered the pos- 

s i b i l i t y  of zn addieion to the scatute to deal witti this \ 
problem, The Chairman reported that the Committee had \ J 
earlier considered this questfon and decided that 1.t was not Ft) 
a question to be considered by ehfs Committee. He suggested / 
that Mr. Dukes refer his inquiry to the appropriat,?? Bar d.sso- / 

The meeting was then adjourned. 

Acting Secretary 


