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CORPORATIONS 
CHAPTER 100 

HOUSE BILL NO. 1165 
(Representative Byerly) 

Corporations 

SECURITIES ACTIVITIES STATUTES OF LIMITATION 

AN ACT to create and enact a new subsection to section 10-04-09, a new subsection 
to section 10-04-10.1, a new subsection to section 10-04-11, a new subsection 
to section 10-04-15, a new subsection to section 10-04-18, a new subsection to 
section 43-10.1-06.1, a new section to chapter 43-10.1, a new subsection to 
section 51-19-09, a new subsection to section 51-19-11, a new subsection to 
section 51-19-13, a new subsection to section 51-23-07, a new subsection to 
section 51-23-20, and a new section to chapter 51-23 of the North Dakota 
Century Code, relating to statutes of limitations and civil remedies for certain 
commodities activities; to amend and reenact section 10-04-16, subsection 1 
of section 10-04-17, subsection 1 of section 43-10.1-06.2, sections 43-10.1-07, 
43-10.1-08, subsection 5 of section 51-19-12, subdivisions f, g, and h of 
subsection 2 of section 51-19-13, and section 51-19-14 of the North Dakota 
Century Code, relating to statutes of limitations for certain securities and 
commodities activities and civil remedies for violations of certain pre-need 
funeral activities and franchise investment activities; and to provide a penalty. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION l. A new subsection to section 10-04-09 of the North Dakota 
Century Code is created and enacted as follows: 

No action may be brought under this section by the commissioner after 
ten years from the date of the alleged violation. 

SECTION 2. A new subsection to section 10-04-10.1 of the 1993 
Supplement to the North Dakota Century Code is created and enacted as follows: 

No action may be brought under this section by the commissioner after 
six years from the date of the alleged violation. 

SECTION 3. A new subsection to section 10-04-11 of the 1993 Supplement 
to the North Dakota Century Code is created and enacted as follows: 

No action may be brought under this section by the commissioner after 
ten years from the date of the alleged violation. 

SECTION 4. A new subsection to section 10-04-15 of the North Dakota 
Century Code is created and enacted as follows: 

No action may be brought under this section by the commissioner after 
six years from the date of the alleged violation. 
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36 SECTIONS. AMENDMENT. Section 10-04-16 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

10-04-16. Orders, injunctions, and prosecutions for violations. Wherte'> er !fit 
sftftH ~ appears to the commissioner, either upon complaint or otherwise, that 
any person has engaged in, or is engaging in, or is about to engage in any act or 
practice or transaction whteh that is prohibited by this chapter or by any order of 
the commissioner issued pttrsttftftt t& ftft1 8eettett ef under this chapter or which is 
declared to be illegal in this chapter, the commissioner may; ift 1M eiseret:iert: 

1. Issue any order including; ettt rtet li!ftitee t&; cease and desist, stop, and 
suspension orders, which the commissioner deems necessary or 
appropriate in the public interest or for the protection of investors. The 
commissioner may, in addition to any other remedy authorized by this 
chapter, impose by order and collect a civil penalty against any person 
found in an administrative action to have violated any provision of this 
chapter, or any re~latiert, rule; or order adopted or issued under this 
chapter, in an amount not to exceed ten thousand dollars for each 
violation. The atterrte) ~erteral, ttpert t:he ee:Haflissierter' s rettttest, 
commissioner may bring actions to recover penalties pursuant to this 
section in district court. lle'Wiewer, ftft1 ~person aggrieved by an order 
issued pursuant to this subsection may request a hearing before the 
commissioner if 8tteft a written request is made within ten days after 
receipt of the order. =Rte prell'isierts ef stteseetierts Subsections 2, 3, 4, 
and 5 of section 10-04-12 apply to any hearing conducted herettrteer 
under this subsection. If, after a hearing, the commissioner sftftH !tt8tf:lHt 
sustains an order previously issued, the sustaining order is subject to 
appeal to the district court of Burleigh County by serving on the 
commissioner within twenty days after the date of entry of the sustaining 
order a written notice of appeal signed by the appellant stating: 

a. The order of the commissioner from which the appeal is taken. 

b. The grounds upon which a reversal or modification of 8tteft the 
order is sought. 

c. A demand for a certified transcript of the record of 8tteft the order. 

=Rte pre ll'isierts ef stteeill'isierts Subdivisions a and b of subsection 3 of 
section 10-04-13 apply to an appeal herettrteer under this subsection. 

2. Apply to the district court of any county in this state for an injunction 
restraining 8tteft the person and 1M the person's agents, employees, 
partners, officers, and directors from continuing 8tteft the act, practice, 
or transaction or engaging therein or doing any acts in furtherance 
thereof, and for such other and further relief as the facts rftft1 warrant. 
In any proceeding for an injunction, the commissioner may apply for 
and on due showing be erttttlee t& htt¥e issued the court's subpoena 
requiring the appearance forthwith of any defendant and 1M the 
defendant's agents, employees, partners, officers, or directors, and the 

36 Section 10-04-16 was also amended by section 2 of House Bill No. 1089, 
chapter 313. 
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production of st!eft the documents, books, and records ft!t ~ eppeet" 
necessary for the hearing upon the petition for an injunction. Upon 
proof of any of the offenses described in this section, the court may grant 
st!eft the injunction as the facts ~ warrant, and a receiver or 
conservator may be appointed for the defendant or the defendant's 
assets. The court may not require the commissioner to post a bond. 

3. Refer st!eft ~ evidence ft!t ~ be available concerning st!eft the act, 
practice, or transaction to the et:tePHey ~ 8t' ~ ~ ~ 
et:tePHey appropriate criminal prosecutor who may, with or without st!eft 
ft the reference, institute the necessary criminal proceedings. Jft ttft1 
erimiftel preeeetlift~, ~ et:terrtey ~ 8t' ~ ~ et:terrtey The 
prosecutor may apply for and on due showing be ~ t:e ftft¥e issued 
the court's subpoena requiring the appearance forthwith of any 
defendant and ht& the defendant's agents, employees, partners, officers, 
and directors, and the production of st!eft !!QY documents, books, and 
records ft!t ~ eppeet" necessary for the prosecution of st!eft the 
criminal proceedings. ~ eettft ~ ~ ttpeft ttft1 eefefteliftt 
eert vietee ef ttft1 ef ~ eftertses eeseribee itt 1M seet!eft st!eft pertelty , itt 
tteeerti witft ~ pre, isierts ef seet!eft 19 9 4 18, ft!t ~ fliets ~ ¥liH'!'M!:t. 

SECTION 6. AMENDMENT. Subsection 1 of section 10-04-17 ofthe 1993 
Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

1. That no action shttll may be brought under this section for the recovery 
of the purchase price after five years from the date ef st!eft !ftle 8t' 

eefttr&et fer !ftle ft8t' l'Het'e ~ ette yettr ttaer ~ pttreheser ftft!t 
reeei'>'ee infarmetiert M t:e f'ftftttep 8t' f'ftfttteps ttpett wftieft ~ prepesee 
reee' ery i8 eeeee that the aggrieved party knew or reasonably should 
have known about the facts that are the basis for the alleged violation; 
and 

SECTION 7. A new subsection to section 10-04-18 of the North Dakota 
Century Code is created and enacted as follows: 

No action may be brought under this chapter by the commissioner after 
five years from the date that the commissioner knew or reasonably 
should have known about the facts that are the basis for the alleged 
violation. This subsection does not apply to any action under sections 
10-04-09, 10-04-10.1, 10-04-11, and 10-04-15. 

SECTION 8. A new subsection to section 43-10.1-06.1 of the North Dakota 
Century Code is created and enacted as follows: 

No action may be brought under this section by the commissioner after 
six years from the date of the violation. 

SECTION 9. AMENDMENT. Subsection 1 of section 43-10.1-06.2 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. Issue any order, including bttt ftet lifftitee t:e cease and desist, stop, and 
suspension orders, which he the commissioner deems necessary or 
appropriate in the public interest or for the protection of purchaserst 
pre•ieee, he¥le•er, t:het ttft1· The commissioner may. in addition to any 
other remedy authorized by this chapter, impose by order and collect a 
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civil penalty in an amount not to exceed ten thousand dollars for each 
violation against any person found in an administrative action to have 
violated this chapter. The commissioner may bring an action in district 
court to recover penalties under this section. Any person aggrieved by 
an order issued pttrsttant te under this subsection may request a hearing 
before the commissioner if ftttt!ft the request is made, in writing, within 
ten days after receipt of the order. Stteft The hearing and any appeal 
therefrom must be held in accordance with chapter 28-32 tt!t rttt:tM he 
ftft1 eppetH !herefrem. 

SECTION 10. AMENDMENT. Section 43-10.1-07 of the North Dakota 
Century Code is amended and reenacted as follows: 

43-10.1-07. Prosecution for violations of law. lf; tt!t a re!tttK ef verilleetien 
preeetlttres ep in;esti!:etiefls tt!t pre..;.tletl itt seetiefls 43 Hl.l QS ami 43 lQ.l 96.2, ep 

btt!tee ttpeft ethet' reHeele infermetiefl, ~ seettrities eerftffti:ssierter, eaer eeflsttltetiefl 
witft ~ etteffley !:enerel, belie¥es tftftt !:f8ttfltls f6f' erimitutl preseetttien ef ~ 
epereter ep fftftflft!:er ef ftft1 Hee:flsetl fttttere:l esteeHshmeflt ep eemetepY' asseeiatiefl 
ep ftft1 ethet' pet'!eft ~ f6f' ·;ieletiefl ef ~ e}tapter ep ftft1 ethet' law ef ~ MMe; 
~ seettrities The commissioner may fa"" ertl ftttt!ft infaffftetiefl ami refer any 
evidence tt!t is available ep l.tftewrt te hitft te ~ ~ etterrte,- ef ~ ~ ~ 
jttristlietiefl e¥eP ftttt!ft concerning a violation f6f' ftttt!ft eriminel preseetttiert of ftttt!ft 
epereter, fftllftft!:er, ep ethet' pet'!eft tt!t ~ infarmatien ami e ..;.tle:flee reEfttires this 
chapter or of any rule or order issued under this chapter to the appropriate criminal 
prosecutor who may, with or without the reference, institute criminal proceedings 
under this chapter. The criminal prosecutor may apply for and on due showing be 
issued the court's subpoena requiring the appearance forthwith of any defendant and 
the defendant's agents, employees, partners, officers, and directors, and the 
production of any documents, books, and records necessary for the prosecution of 
the criminal proceedings. 

SECTION 11. AMENDMENT. Section 43-10.1-08 of the North Dakota 
Century Code is amended and reenacted as follows: 

43-10.1-08. Penalties. 

L Any person who willfully violates any provision of this chapter or any 
rule or order of the commissioner fftf.t8e pttrstteflt te ~ pre·;isiefls ef 
under this chapter; ep wft6 efl!:ft!:es itt ftft1 aet; praetiee, ep transaetiefl 
tleeleretl ey ftft1 pre ,.;.siefl ef ~ eltapter te he ttnlewfttl is guilty of a 
class 6 !! felony. 

b. An information must be filed or an indictment must be found under this 
chapter within five years after the commissioner or criminal prosecutor 
knew or reasonably should have known about the facts that are the basis 
for the prosecution. 

1:. *Willfully* means the person was aware of the consequences of the 
person's actions, and proof of evil motive or intent to violate the law or 
knowledge that the law was being violated is not required. Each act or 
omission is a separate offense, and a prosecution or conviction for an 
offense does not bar a prosecution or conviction for any other offense. 

SECTION 12. A new section to chapter 43-10.1 of the North Dakota 
Century Code is created and enacted as follows: 
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Statute of limitations. No action may be brought under this chapter by the 
commissioner after five years from the date that the commissioner knew or 
reasonably should have known about the facts that are the basis for the alleged 
violation. This section does not apply to section 43-10.1-06.1. 

37 SECTION 13. A new subsection to section 51-19-09 of the North Dakota 
Century Code is created and enacted as follows: 

No action may be brought under this section by the commissioner after 
ten years from the date of the alleged violation. 

SECTION 14. A new subsection to section 51-19-11 of the North Dakota 
Century Code is created and enacted as follows: 

No action may be brought under this section by the commissioner after 
six years from the date of the alleged violation. 

SECTION 15. AMENDMENT. Subsection 5 of section 51-19-12 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

5. No action may be brought under this section after ~ five years from 
the date ef Mteit 9fHe 6t' eefttraet fep 9fHe ft6t' !ft6t'e tfttt8 ette Yettt' &aeP 
the f''tit'eftftSeP ftM Peeei; ee infarmatieft M te fftftttep 6t' fftfttteps l:ft'Mt 
wftieft the prepesee reee • eey ~ bMee that the aggrieved party knew or 
reasonably should have known about the facts that are the basis for the 
alleged violation. This subsection does not apply to anv action under 
sections 51-19-09 and 51-19-11. 

SECTION 16. AMENDMENT. Subdivisions f, g, and h of subsection 2 of 
section 51-19-13 of the 1993 Supplement to the North Dakota Century Code are 
amended and reenacted as follows: 

f. If, in the opinion of the commissioner, the offer of any franchise is 
subject to registration under this chapter and it is being or has been 
offered for sale without Mteit the offer first being registered, the 
commissioner may order the franchiser or offeror of Mteit the 
franchise to desist and refrain from the further offer or sale of Mteit 
the franchise unless and until Mteit the offer has been duly registered 
under this chapter. The commissioner may. in addition to any 
other remedy authorized by this chapter, impose by order and 
collect a civil penaltv in an amount not to exceed ten thousand 
dollars for each violation against any person found in an 
administrative action to have violated this chapter. The 
commissioner may bring an action in district court to recover 
penalties under this section. If, after Mteit 8ft the order has been 
made, a request for a hearing is flied in writing by the person to 
whom Mteit the order was directed, a hearing must be held; tlftl:es!t 
Mteit. Unless the hearing is commenced within fifteen business days 

37 Section 51-19-09 was also amended by section 6 of House Bill No. 1089, 
chapter 313. 
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after the request is made or the person affected consents to a later 
date, 8tleft the order HtttM be eeemee i§. rescinded. 

g. If, in the opinion of the commissioner, the offer of any franchise 
exempt from registration under this chapter is being or has been 
offered for sale without complying with ~ J'P8tisierts ef section 
51-19-04 or subsection 2 of section 51-19-11, the commissioner may 
order the franchiser or offeror of 8tleft the franchise to desist and 
refrain from the further offer or sale of 8tleft the franchise unless 
and until 8tleft ~ offer is made in compliancewith this chapter. 
The commissioner may, in addition to any other remedy authorized 
by this chapter, impose by order and collect a civil penalty in an 
amount not to exceed ten thousand dollars for each violation 
against any person found in an administrative action to have 
violated this chapter. The commissioner may bring an action in 
district court to recover penalties under this section. If, after 8tleft 
Mt the order has been made, a request for a hearing is ftled in 
writing by the person to whom 8tleft the order was directed, a 
hearing must be held. Unless 8tleft the hearing is commenced 
within fifteen business days after the date, 8tleft the order Htt:tM be 
8eefttetl i§. rescinded. 

h. The commissioner may refer 8tleft evidence M i8 available 
concerning any violation of this chapter or of any rule or order 
herettrteer issued under this chapter to the eet:lffly aMerrte~ ef ~ 
eet:lffly itt whielt ~ Yielat:iert eeettrree appropriate criminal 
prosecutor who may, with or without 8tleft a the reference, institute 
ftJ'J'P8J'riate criminal proceedings under this chapter. The criminal 
prosecutor may apply for and on due showing be issued the court's 
subpoena requiring the appearance forthwith of any defendant and 
the defendant's agents, employees, partners, officers, and directors, 
and the production of any documents, books, and records necessary 
for the prosecution of the criminal proceedings. 

SECTION 17. A new subsection to section 51-19-13 of the 1993 Supplement 
to the North Dakota Century Code is created and enacted as follows: 

No action may be brought under this chapter by the commissioner after 
flve years from the date that the commissioner knew or reasonably 
should have known about the facts that are the basis for the alleged 
violation. This subsection does not apply to any action under sections 
51-19-09 and 51-19-11. 

SECTION 18. AMENDMENT. Section 51-19-14 of the North Dakota 
Century Code is amended and reenacted as follows: 

51-19-14. Criminal penalties. 

1. Any person who willfully violates any provision of this chapter or who 
willfully violates any rule or order under this chapter is guilty of a class 
8 felonyt bttt 86 ~ l'ftft1 be im!'risertee fer ~ • ielat:iert ef f.lft1 rttle 
et' er8er if he ~ t:hM he hat! 86 kfle "leege ef ~ rttle et' ereer. 

2. Any person who willfully employs, directly or indirectly, any device, 
scheme, or artifice to defraud in connection with the offer or sale of any 
franchise or willfully engages, directly or indirectly, in any act, practice, 
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or course of business which operates or would operate as a fraud or 
deceit upon any person in connection with the offer, purchase, or sale of 
any franchise is guilty of a class B felony. 

3. Nothing in this chapter limits the power of the state to punish any 
person for any conduct whteft that constitutes a crime. 

~ An information must be filed or an indictment must be found under this 
chapter within five years after the commissioner or criminal prosecutor 
knew or reasonably should have known about the facts that are the basis 
for the prosecution. 

2., ·willfully• means the person was aware of the consequences of the 
person's actions, and proof of evil motive or intent to violate the law or 
knowledge that the law was being violated is not required. Each act or 
omission is a separate offense, and a prosecution or conviction for an 
offense does not bar a prosecution or conviction for any other offense. 

SECTION 19. A new subsection to section 51-23-07 of the North Dakota 
Century Code is created and enacted as follows: 

No action may be brought under this section by the commissioner after 
six years from the date of the alleged violation. 

38 SECTION 20. A new subsection to section 51-23-20 of the North Dakota 
Century Code is created and enacted as follows: 

No action may be brought under this chapter after five years from the 
date that the commissioner knew or reasonably should have known 
about the facts that are the basis for the alleged violation. This 
subsection does not apply to any action under section 51-23-07. 

SECTION 21. A new section to chapter 51-23 of the North Dakota Century 
Code is created and enacted as follows: 

Remedies. Every sale or contract for sale made in violation of this chapter, 
or of any rule or order issued by the commissioner under this chapter, is voidable at 
the election of the purchaser. The person making a sale or contract for sale, and 
every director, officer, salesperson, or agent of or for the person who participated or 
aided in any way in making the sale is jointly and severally liable to the purchaser. 
The purchaser may sue either to recover the full amount paid by the purchaser and 
any court costs, interest at a rate consistent with section 47-14-05, and reasonable 
attorney's fees, less the amount of any income received on the commodities upon 
tender to the seller of the commodities sold or of the contracts made. If the person 
no longer owns the commodities, the person may sue for damages that would be 
recoverable upon a tender, less the value of the commodities when the purchaser 
disposed of the commodities and interest from the date of disposition. However: 

38 Section 51-23-20 was also amended by section 7 of House Bill No. 1089, 
chapter 313. 
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.L No action may be brought under this section for the recovery of the 
purchase price after five years from the date of the sale or contract for 
sale. 

b No purchaser may claim or have the benefit of this section if the 
purchaser refused or failed to accept, within thirty days from the date of 
the offer, an offer in writing of the seller to take back the commodity 
contract in question and to refund the full amount paid by the 
purchaser I together with interest on the amount for the period from the 
date of payment by the purchaser to the date of repayment. 

~ 1bis chapter does not limit any statutory or common-law right of any 
person in any court for any act involved in the sale of commodities. 

Approved April 7, 1995 
Filed April 7 I 1995 
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CHAPTER 101 

SENATE BILL NO. 2349 
(Senator W. Stenehjem) 

Corporations 

CORPORATION AND LIMITED LIABILITY COMPANY 
ANNUAL REPORTS 

AN ACT to create and enact two new subsections to section 10-06.1-17 and section 
10-23-03.3 of the North Dakota Century Code, relating to annual reports 
required of farm corporations and limited liability companies engaged in 
farming and reinstatement of corporations and foreign corporations following 
dissolution or revocation for failure to me an annual report; to amend and 
reenact sections 10-23-01, 10-23-02, 10-23-03, and 10-23-06 of the North 
Dakota Century Code, relating to annual reports of domestic and foreign 
corporations and license fees paid by corporations; and to provide a penalty. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION I. Two new subsections to section 10-06.1-17 of the 1993 
Supplement to the North Dakota Century Code are created and enacted as follows: 

A corporation engaged in farming which fails to me an annual report is 
subject to the penalties provided in section 10-23-02 except that the 
penalties must be calculated from the date of the report reguired by this 
section. 

A limited liability company engaged in farming which fails to me an 
annual report is subject to the penalties provided in subsections 5 and 6 
of section 10-32-149 except that the penalties must be calculated from 
the date of the report reguired by this section. 

39 SECTION 2. AMENDMENT. Section 10-23-01 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

10-23-01. Annual report of domestic and foreign corporations. Each domestic 
corporation, and each foreign corporation authorized to transact business in this 
state, shall ftle, within the time prescribed by sections 10-23-02 and 10-23-03, an 
annual report setting forth: 

1. The name of the corporation and the state or country under the laws of 
which it is incorporated. 

2. The address of the registered office of the corporation in this state, the 
name of its registered agent in this state at that address, and the address 
of its principal office. 

39 Section 10-23-01 was also amended by section 45 of Senate Bill No. 2343, 
chapter 103. 
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3. A brief statement of the character of the business in which the 
corporation is actually engaged in this state. 

4. The names and respective addresses of the directors and officers of the 
corporation. 

5. A statement of the aggregate number of shares which the corporation 
has authority to issue, itemized by classes, par value of shares, shares 
without par value, and series, if any, within a class. 

6. A statement of the aggregate number of issued shares, itemized by 
classes, par value of shares, shares without par value, and series, if any, 
within a class. 

7. A statement. expressed in dollars, of the amount of Mftte8 eepHel ef 
stockholders' equity in the corporation. ~ ~ l'fteftM; M ftft1 
f'tlt'tlettltlt' tHtte; Stockholders' equity is the net difference between total 
assets and total liabilities and may include the sum of the following: 

a. :fhe 1'ftt' ¥ftfl:te ef ell ~ ef the eert'erfttten ~ e 1'ftt' ¥ftltte; 
wftieft htt¥e eeen t!!Mieti Consideration received for issued shares or 
capital stock. 

b. :fhe Mftettnt ef the eensieerfttten reeei, ee e,. the eert'erfttten fe!' ell 
~ M the e8Pf'8P8tf8ft wttftetH 1'ftt' ¥ftltte; wftieft htt¥e eeen 
i!8tle8; ~ 8tteft 1'ftt'l ef the eensieerfttfen t:hereef M ffttt1 htt¥e 
eeen 8Hee8tee te eepHel ~ ift tt fftttftfteP t'ermittee e,. lew 
Additional paid-in capital. 

c. 8tteft 8rft8ttftts net ineltteee ift sttbei ,.;siens ft ftft8 " ft!t htt¥e eeen 
trftftsferree te Mftte8 eepHel ef the eert'erfttien, ¥fhether ~ the 
is8tte ef ~ tt~t e Mtflre ei,.;eene er etherwise, rftifttttt ell 
reettetiens frefft 8tteft Stlft't ft!t htt¥e eeen eWeeteti ift ft rftftldler 
t'erl'flittee e,. lew. lrrest'eea • e ef the fftttftfteP ef eesi~fttien t:hereef 
e,. the lew& ttrt8eP wftieft e ~ eert'erfttien i& ergMtiEee, the 
Mftte8 eepHel M ft ~ e8Pf'8P8H8ft rfttl8t be eetel'Hliftee eft the 
Sftl'fte ~ ftfttl ift the Sftl'fte fftttftfteP tt~t the Mftte8 eepHel ef e 
eemestie eert'erfttien, fe!' the f'tlf'!'ese ef eerftf'ttti!l:g fee& ftft8 ether 
ehttrge! imt'esee e,. eh8f'ters -HH-9-:+ ~ettgh ~ Capital 
surplus. 

4, Undivided profits. 

~ Retained earnings or retained deficit. 

[ Unrealized holding gains or losses. 

& Consideration paid for treasury stock. 

h., Any other amounts that the corporation has transferred to 
stockholders' equity. 

Irrespective of the manner of designation thereof by the laws under 
which a foreign corporation is organized, the stockholders' equity of a 
foreign corporation must be determined on the same basis and in the 
same manner as the stockholders' equity of a domestic corporation, for 



274 Chapter 101 Corporations 

the purpose of computing fees and other charges imposed by chapters 
10-19.1 through 10-23. 

8. A statement, expressed in dollars, of the value of all the property owned 
by the corporation, wherever located, and the value of the property of 
the corporation located within this state, and a statement, expressed in 
dollars, of the total gross ftt'fteitftt ~ httsiftes8 tf'ftftseetee e,.- income of 
the corporation for the twelve months ending on the thirty-fl.rst day of 
December preceding the date herein provided for the filing of the annual 
report and the gross amount thereof tf'ftrtseetee accumulated by the 
corporation at or from places of business in this state. If, on the 
thirty-fl.rst day of December preceding the time herein provided for the 
filing of Mteiot the report, the corporation had not been in existence for a 
period of twelve months, or, in the case of a foreign corporation, had 
not been authorized to transact business in this state for a period of 
twelve months, the statement with respect to httsiftes8 tf'ertseetee total 
gross income must be furnished for the period between the date of 
incorporation or the date of its authorization to transact business in this 
state, as the case may be, and such thirty-first day of December. 

9. Stteft Any additional information as may be necessary or appropriate in 
order to enable the secretary of state to determine and assess the proper 
amount of fees payable by Mteiot the corporation. 

Stteft The annual report must be made on forms prescribed and furnished by the 
secretary of state, and the information therein contained must be given as of the date 
of the execution of the report, except as to the information required by subsections 7, 
8, and 9 which must be given as of the close of business on the thirty-first day of 
December next preceding the date herein provided for the fl.ling of Mteiot the report, 
or, in the alternative, data of the fiscal year ending next preceding this report may be 
used. It must be signed as prescribed in subsection 28 of section 10-19.1-01 or, if the 
corporation is in the hands of a receiver or trustee, it must be executed on behalf of 
the corporation. The secretary of state may destroy all the annual reports provided 
for in this section after they have been on fl.le for six years. The secretary of state, 
or any employee or legal representative of the secretary of state, may not disclose the 
information reported under subsections 6, 7, and 8 to any person, except a person 
who is verifl.ed to be a shareholder of the corporation or a legal representative of the 
shareholder for which information is requested or to the tax commissioner or any 
employee or legal representative of the tax commissioner, who may not disclose the 
information and may use the information only for the administration of the tax laws. 

SECTION 3. AMENDMENT. Section 10-23-02 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

10-23-02. Filing of annual report of domestic corporation - Penalty for late 
filing. The annual report for the preceding year of a domestic corporation must be 
delivered to the secretary of state on or before the fl.rst day of August of each year, 
except that the fl.rst annual report of a domestic corporation must be filed on or 
before the first day of August of the year next succeeding the calendar year in which 
its certifl.cate of incorporation was issued by the secretary of state or the year next 
succeeding the calendar year of the effective date stated in the articles of 
incorporation. Proof to the satisfaction of the secretary of state that on or before the 
fl.rst day of August, Mteiot the report was postmarked by the United States postal 
service, or other carrier service, in a sealed envelope, properly addressed, with 
postage prepaid, must be deemed a compliance with this requirement. If the 
secretary of state fmds that Mteiot the report conforms to the requirements of section 
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10-23-01, the report must be ftled. If the report does not se conform, it must be 
returned to the corporation for any necessary corrections, in which event the 
penalties hereinafter prescribed for the failure to file 8tteft the report within the time 
hereinabove provided do not apply, if 8tteft the report is corrected to conform to the 
requirements of section 10-23-01 and returned to the secretary of state on or before 
thirty days after 8tteft the annual report was returned to the corporation reeeiwee the 
f.tftftttftl ~ for corrections. The secretary of state may extend the filing date for 
the annual report of any corporation, if a written application for an extension is 
received before the filing deadline. A corporation with a fiscal year ending within 
three months prior to the filing deadline may make a written request for an 
extension to apply to reports for subsequent years until the fiscal year is changed. 

Each domestic corporation that fails or refuses to ftle its annual report for 
any year within the time prescribed by this section is subject to a penalty of twenty 
dollars if filed within ninety days after the due date, or sixty dollars if filed thereafter. 
A corporation which fails to ftle its annual report along with those statutory filing 
and penalty fees within one year after the date required by this section ceases to exist 
and is considered involuntarily dissolved by operation of law. 

SECTION 4. AMENDMENT. Section 10-23-03 of the North Dakota 
Century Code is amended and reenacted as follows: 

l 0-23-03. Filing of annual report of foreign corporations - Penalty for late 
filing. The annual report for the preceding year of a foreign corporation shall be 
delivered to the secretary of state on or before the ttPM fifteenth day of ~ May of 
each year, except that the first annual report of a foreign corporation shall be filed 
on or before the ttPM fifteenth day of ~ May of the year next succeeding the 
calendar year in which its certificate of authority was issued by the secretary of state. 
Proof to the satisfaction of the secretary of state that on or before the ttPM fifteenth 
day of ~ 8tteft May the report was postmarked by the United States postal 
service, or other carrier service, in a sealed envelope, properly addressed, with 
postage prepaid, shall be deemed a compliance with this requirement. If the 
secretary of state fmds that 8tteft the report conforms to the requirements of section 
10-23-01, the report shall be filed. If the report does not se conform, it shall 
promptly be returned to the corporation for any necessary corrections, in which 
event the penalties hereinafter prescribed for the failure to file 8tteft the report within 
the time hereinabove provided shall not apply, if 8tteft the report is corrected to 
conform to the requirements of section 10-23-01 and returned to the secretary of 
state on or before thirty days after 8tteft the annual report was returned to the 
corporation reeeiw ee the f.tftftttftl ~ for corrections. The secretary of state may 
extend the filing date for the annual report of any corporation, if a written 
application for an extension is received before the filing deadline. A corporation 
with a fiscal year ending within three months prior to the filing deadline may make a 
written request for an extension to apply to reports for subsequent years until the 
fiscal year is changed. 

Each foreign corporation that fails or refuses to file its annual report for any 
year within the time prescribed by this section shall be subject to a penalty of twenty 
dollars. 

SECTION S. Section 10-23-03.3 of the North Dakota Century Code is 
created and enacted as follows: 

10-23-03.3. Reinstatement after involuntary dissolution or revocation. ~ 
corporation that was dissolved for failure to ftle an annual report, or a foreign 
corporation whose authority was forfeited by failure to ftle an annual report, may be 
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reinstated by filing a past-due report, together with the statutory flling and penalty 
fees for an annual report and a one hundred thirty-five dollar fee. The fees must be 
paid and the report flied within one year following the dissolution or revocation. 
Reinstatement under this section does not affect the rights or liabilities for the time 
from the termination or revocation to the reinstatement. 

SECTION 6. AMENDMENT. Section 10-23-06 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

10-23-06. License fees payable by domestic corporations - Exempting building 
and loan and savings and loan associations. The secretary of state shall charge and 
collect from each domestic corporation license fees, based upon the value of its 
authorized shares, at the time of: 

1. Filing articles of incorporation. 

2. Filing articles of amendment increasing the number or value of 
authorized shares. 

3. Filing articles of merger or consolidation increasing the number or value 
of authorized shares which the surviving or new corporation, if a 
domestic corporation, will have authority to issue above the aggregate 
number or value of shares which the constituent domestic corporations 
and constituent foreign corporations authorized to transact business in 
this state had authority to issue. 

!: Filing an annual report after authorized shares have been issued. 

The license fees must be the sum of fifty dollars for the first flfty thousand 
dollars of its authorized shares, or fraction thereof, and the further sum of ten 
dollars if paid at the time of authorization, or twelve dollars if paid after authorized 
shares are issued, for every additional ten thousand dollars of its authorized shares, 
or fraction thereof, in excess of flfty thousand dollars. 

The license fees payable on an increase in authorized shares must be imposed 
only on the additional shares, but the amount of previously authorized shares must 
be taken into account in determining the rate applicable to the additional authorized 
shares. 

For the purposes of this section, shares without par value must be considered 
worth one dollar per share. 

The minimum sum of flfty dollars must be paid for authorized shares at the 
time of filing articles of incorporation. A corporation increasing authorized shares 
by articles of amendment or articles of merger must have previously paid for a 
minimum of ftfty thousand dollars of authorized shares. Thereafter, a corporation 
may postpone the payment for any additional amounts until the filing of an annual 
report after the unpaid shares are issued. Additional amounts must be paid in 
increments of ten thousand dollars of its authorized shares. 

The provisions of this section do not apply to a building and loan or savings 
and loan association. 

Approved Apri112, 1995 
Filed April 13, 1995 
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CHAPTER 102 

SENATE BILL NO. 2222 
(Senators Thane, Lips, Heitkamp) 

(Representative Hausauer) 

COOPERATIVE ASSOCIATION STOCK AND 
DIVIDENDS 

277 

AN ACT to amend and reenact subsection 1 of section 10-15-20 and section 
10-15-21 ofthe North Dakota Century Code, relating to the rate of dividends 
upon stock issued by a cooperative association and the issuance of stock 
certificates by a cooperative association; and to declare an emergency. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION I. AMENDMENT. Subsection 1 of section 10-15-20 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. A cooperative organized with capital stock may issue the amount of 
stock stated in its articles. Stteft The stock may be divided into two or 
more classes with !tteft the designations, preferences, limitations, and 
relative rights as MtftH ee stated in the articles, except that: 

a. Stock as such has no voting power. 

b. Stock without par value MtftH may not be authorized or issued. 

c. The rate of dividends upon stock MtftH may not exceed 8Ht eight 
percent of its par value for any year, and dividends may not be 
cumulative. 

SECTION 2. AMENDMENT. Section 10-15-21 of the North Dakota 
Century Code is amended and reenacted as follows: 

10-15-21. Stock certificates. No stock certificate may be issued except upon 
payment of at least the par value of the stock it represents. No cooperative MtftH 
may issue stock or bonds except for money, labor done, or money or property 
actually received. All fictitious increase of stock or indebtedness MtftH ee are void. 
If payment for stock is not in money, the board shall determine the value of the 
consideration MtftH ee eeterffi1ftee ey. t:he ~ and !tteft the determination, if made 
in good faith, MtftH ee ~ conclusive. 

Each certificate for stock MtftH must bear the manual or facsimile signature of 
a principal officer and MtftH must state: 

1. The name of the cooperative, the number, par value and class of the 
shares represented by the certificate, and whether or not it is 
membership stock. 

2. Any restrictions on the issuance or transfer of !tteft the stock, including 
those provided by law and the articles. 
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3. If more than one class of stock is authorized, the designation of the 
several classes, and their respective preferences, limitations, and relative 
rights. In lieu of the full statement, this information may be given in 
summary form, or the certificate may state that the cooperative will, 
upon request, furnish the information required by this subsection. 

SECTION 3. EMERGENCY. This Act is declared to be an emergency 
measure. 

Approved March 2, 1995 
Filed March 3, 1995 
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CHAPTER 103 

SENATE BILL NO. 2343 
(Senators W. Stenehjem, Langley, G. Nelson) 

(Representatives Kliniske, Kretschmar, Mahoney) 

279 

LIMITED LIABILITY COMPANY AND CORPORATION 
LAW REVISIONS 

AN ACT to create and enact three new subsections to section 1-01-49 of the North 
Dakota Century Code, relating to the definition of individual, organization, 
and person; to amend and reenact sections 5-01-01, 5-02-02, 10-19.1-01, 
subsections 4 and 5 of section 10-19.1-10, subdivision b of subsection 1 of 
section 10-19.1-13, subsection 3 of section 10-19.1-16, sections 10-19.1-18, 
10-19.1-19, subsection 6 of section 10-19.1-20, subsection 12 of section 
10-19.1-26, subsection 2 of section 10-19.1-30, subsection 3 of section 
10-19.1-43, sections 10-19.1-44, 10-19.1-46, subsection 2 of section 
10-19.1-51, section 10-19.1-53, subsection 3 of section 10-19.1-61, sections 
10-19.1-61.1, 10-19.1-62, subsections 4 and 9 of section 10-19.1-65, 
subsection 2 of section 10-19.1-68, section 10-19.1-73, subsection 3 of section 
10-19.1-73.1, subsection 2 of section 10-19.1-74, subsections 2 and 3 of 
section 10-19.1-79, subsection 1 of section 10-19.1-80, subsection 4 of section 
10-19.1-84, section 10-19.1-85, subsections 1 and 3 of section 10-19.1-87, 
subsections 5 and 10 of section 10-19.1-88, subsection 1 of section 
10-19.1-89, subsections 1 and 7 of section 10-19.1-91, subsections 1 and 4 of 
section 10-19.1-92, subsection 1 of section 10-19.1-93, subsection 1 of section 
10-19.1-95, subsections 3 and 4 of section 10-19.1-98, subsection 6 of section 
10-19.1-100, subsection 1 of section 10-19.1-104, sections 10-19.1-106, 
10-19.1-109, subsection 1 of section 10-19.1-110, sections 10-19.1-115, 
10-19.1-129, 10-23-01, 10-32-02, subsections 1 and 2 of section 10-32-07, 
subdivision b of subsection 1 of section 10-32-10, subsections 5, 7, 12, 14, 
and 21 of section 10-32-23, sections 10-32-28, 10-32-30, 10-32-31, 10-32-32, 
10-32-33, subsection 2 of section 10-32-35, subdivision d of subsection 1 of 
section 10-32-50, subdivision b of subsection 1 of section 10-32-51, 
subsection 4 of section 10-32-64, sections 10-32-88, 10-32-89, subsection 1 of 
section 10-32-97, section 10-32-98, subsection 1 of section 10-32-99, 
subsections 1 and 3 of section 10-32-108, section 10-32-109, subsection 1 of 
section 10-32-112, subsection 1 of section 10-32-114, sections 10-32-131, 
10-32-136, subsection 1 of section 10-32-138, sections 10-32-140, 10-32-143, 
subsection 2 of section 10-32-144, subsections 1, 2, and 3 of section 
10-32-149, subsection 3 of section 40-57.1-04.4, sections 57-38-60.2, 
57-39.2-18.1, 57-43.1-17.3, and 57-43.2-16.2 of the North Dakota Century 
Code, relating to retail licensing qualillcations for corporations, limited 
liability companies, limited partnerships, and general partnerships, the 
Business Corporation Act, limited liability companies, and the responsibility 
of a limited liability company or its officers, governors, or managers to flle 
required tax returns or pay the tax due; to repeal section 1-01-28 of the 
North Dakota Century Code, relating to the definition of person; and to 
declare an emergency. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 
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40 SECTION I. Three new subsections to section l-Ol-49 of the North Dakota 
Century Code are created and enacted as follows: 

'Individual' means a human being. 

'Organization' includes a foreign or domestic association, business trust, 
corporation, enterprise, estate, joint venture, limited liability company, 
limited partnership, partnership, trust, or any legal or commercial entity. 

"Person· means an individual, organization, government, political 
subdivision, or governmental agency or instrumentality. 

41 SECTION 2. AMENDMENT. Section 5-01-0l of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

5-01-0 I. Definitions. In this title: 

1. • Alcohol' means neutral spirits distilled at or above one hundred ninety 
degrees proof, whether or not such product is subsequently reduced, for 
nonindustrial use. 

2. 'Alcoholic beverages· means any liquid suitable for drinking by human 
beings, which contains one-half of one percent or more of alcohol by 
volume. 

3. 'Beer' means any malt beverage containing more than one-half of one 
percent of alcohol by volume. 

4. 'Distilled spirits' means any alcoholic beverage that is not beer, wine, 
sparkling wine, or alcohol. 

5. 'Licensed premises· means the premises on which beer, liquor, or 
alcoholic beverages are normally sold or dispensed and must be 
delineated by diagram or blueprint which must be included with the 
license application or the license renewal application. 

6. 'Liquor· means any alcoholic beverage except beer. 

7. •Microbrew pub' means a brewer that brews twenty-five or fewer barrels 
of beer per week and sells beer produced or manufactured on the 
premises for consumption on or off the premises, or serves beer 
produced or manufactured on the premises for purposes of sampling the 
beer. 

8. 'Organization' means a domestic or foreign corporation, general 
partnership, limited partnership, or limited liability company. 

40 Section 1-01-49 was also amended by section 1 of Senate Bill No. 2344, 
chapter 55, and section 2 of House Bill No. 1027, chapter 120. 

41 Section 5-01-0l was also amended by section 1 of House Bill No. 1143, 
chapter 73; section 1 of Senate Bill No. 2198, chapter 74; and section 2 of 
Senate Bill No. 2344, chapter 55. 
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2.., "Sparkling wine• means wine made effervescent with carbon dioxide. 

9-r 1Jh "Wine" means the alcoholic beverage obtained by fermentation of 
agricultural products containing natural or added sugar or such 
beverage fortified with brandy and containing not more than twenty-four 
percent alcohol by volume. 

42 SECI'ION 3. AMENDMENT. Section 5-02-02 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

5-02-02. Qualifications for license. No retail license may be issued to any 
person unless the applicant ftles a sworn application, accompanied by the required 
fee, showing the following qualifications: 

1. The applicant, other than eerperate an organization, must be a legal 
resident of the United States and a resident of the state of North Dakota 
and be a person of good moral character. 

2. If applicant is a;_ 

~ ~ corporation, the then: 

ill The manager of the licensed premises and the officers; and 
directors; flft6 steek:fteleers must be legal residents of the 
United States and persons of good moral character; and 

ill The shareholders: 

~ Who are individuals, must be legal residents of the 
United States and of good moral character; and 

flU Which are organizations, must meet the requirements of 
this section for applicants which are organizations. 

Corporate applicants must fl.rst be properly registered with the 
secretary of state. 

Q.,_ A limited liability company, then: 

ill The manager of the licensed premises and the managers and 
governors must be legal residents of the United States and of 
good moral character. 

ill The members: 

~ Who are individuals, must be legal residents of the 
United States and of good moral character; and 

flU Which are organizations, must meet the requirements of 
this section for applicants which are organizations. 

4l Section 5-02-02 was also amended by section 3 of Senate Bill No. 2344, 
chapter 55. 
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ill The applicant must frrst be properly registered with the 
secretary of state. 

£, A limited partnership, then: 

ill The manager of the licensed premises must be a legal resident 
of the United States and of good moral character. 

ill The general partners and limited partners: 

,{!) If individuals, must be legal residents of the United 
States and of good moral character; and 

.(Q) If organizations, must meet the requirements of this 
section for applicants which are organizations. 

ill The applicant must frrst be properly registered with the 
secretary of state. 

!!, A general partnership, then: 

ill The manager of the licensed premises must be a legal resident 
of the United States and of good moral character; and 

ill The partners: 

,{!) Who are individuals, must be legal residents of the 
United States and of good moral character; and 

.(Q) Which are organizations, must meet the requirements of 
this section for applicants which are organizations. 

3. The applicant or manager must not have been convicted of an offense 
determined by the attorney general to have a direct bearing upon an 
applicant's or manager's ability to serve the public as an alcoholic 
beverage retailer; or, following conviction of any offense, is determined 
not to be sufficiently rehabilitated under section 12.1-33-02.1. 

4. The building in which business is to be conducted must meet local and 
state requirements regarding the sanitation and safety. 

5. The applicant for a state license must have frrst secured a local license. 

6. The attorney general, or local governing body, may require the applicant 
to set forth such other information in the application as necessary to 
enable them to determine if a license should be granted. 

7. The applicant may not have any fmancial interest in any wholesale 
alcoholic beverage business. 
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43 SECTION 4. AMENDMENT. Section 10-19.1-01 of the 1993 
Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

10-19.1-01. Definitions. For the purposes of this chapter, unless the 
lMt!lfa~e eP context clearly indicates that a different meaning is intended: 

1. • Acquiring corporation• means the domestic or foreign corporation that 
acquires the shares of a corporation in an exchange. 

2. ·Address· means mailing address. In the case of a registered office or 
principal executive office, the term means the office address, which may 
not be a post-office box. 

3. • Articles· means: 

a. In the case of a corporation incorporated under or governed by this 
chapter, articles of incorporation, articles of amendment, a 
resolution of election to become governed by this chapter, a 
demand retaining the two-thirds majority for shareholder approval 
of certain transactions, a statement of change of registered office, 
registered agent, or name of registered agent, a statement 
establishing or ftxing the rights and preferences of a class or series 
of shares, a statement of cancellation of authorized shares, articles 
of merger, articles of abandonment, and articles of dissolution. 

b. In the case of a foreign corporation, the term includes all 
documents serving a similar function required to be ftled with the 
secretary of state or other officer of the corporation's state of 
incorporation. 

4. ·soard• or •board of directors• means the board of directors of a 
corporation. 

5. ·soard member· means: 

a. An individual serving on the board of directors in the case of a 
corporation; and 

b. An individual serving on the board of governors in the case of a 
limited liability company. 

6. ·aass•, when used with reference to shares, means a category of shares 
that differs in designation or one or more rights or preferences from 
another category of shares of the corporation. 

7. ·aosely held corporation• means a corporation which does not have 
more than thirty-ftve shareholders. 

43 Section 10-19.1-01 was also amended by section 4 of Senate Bill No. 2344, 
chapter 55. 



284 Chapter 103 Corporations 

8. 'Constituent corporation· means a domestic or foreign corporation that 
is a party to a merger or exchange. 

9.' 'Corporation· means a corporation, other than a foreign corporation, 
organized for profit and incorporated under or governed by this chapter. 

10. 'Director• means a member of the board. 

11. 'Distribution• means a direct or indirect transfer of money or other 
property, other than its own shares, with or without consideration, or an 
incurrence or issuance of indebtedness, by a corporation to any of its 
shareholders in respect of its shares. A distribution may be in the form 
of a dividend or a distribution in liquidation, or as consideration for the 
purchase, redemption, or other acquisition of its shares, or otherwise. 

12. 'Division· or 'combination· means dividing or combining shares of a 
class or series, whether issued or unissued, into a greater or lesser 
number of shares of the same class or series. 

11., 'Filed with the secretary of state• means that a signed original of a 
document, together with the fees provided in chapter 10-23, has been 
delivered to the secretary of state and has been determined by the 
secretary of state to conform to law. The secretary of state shall then 
endorse on the original the word 'filed' and the month, day, and year, 
and record the document in the office of the secretary of state. 

HT 1!:. *Foreign corporation· means a corporation organized for profit that is 
incorporated under laws other than the laws of this state for a purpose 
or purposes for which a corporation may be incorporated under this 
chapter. 

1:4T li:. 'Foreign limited liability company• means a limited liability company 
organized for profit that is organized under laws other than the laws of 
this state for a purpose for which a limited liability company may be 
organized under chapter 10-32. 

*"" 1.2..:. 'Good faith' means honesty in fact in the conduct of the act or 
transaction concerned. 

~ 11..:. *Intentionally' means that the person referred to either has a purpose to 
do or fail to do the act or cause the result specified or believes that the 
act or failure to act, if successful, will cause that result. A person 
'intentionally* violates a statute if the person intentionally does the act or 
causes the result prohibited by the statute, or if the person intentionally 
fails to do the act or cause the result required by the statute, even though 
the person may not know of the existence or constitutionality of the 
statute or the scope or meaning of the terms used in the statute. 

H-r ll.:. A person 'knows· or has 'knowledge• of a fact when the person has 
actual knowledge of it. A person does not *know' or have ·knowledge• 
of a fact merely because the person has reason to know of the fact. 

~ ~ 'Legal representative• means a person empowered to act for another 
person, including an agent, manager, officer, partner, or associate of, an 
organization; a trustee of a trust; a personal representative; an executor 
of a will; an administrator of an estate; a trustee in bankruptcy; and a 
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receiver, guardian, custodian, or conservator of the person or estate of a 
person. 

~ 20. 'Limited liability company• means a limited liability company, other 
than a foreign limited liability company, organized under chapter 10-32. 

~ 21. 'Notice· is given by a shareholder of a corporation to the corporation or 
an officer of the corporation when in writing and mailed or delivered to 
the corporation or the officer at the registered office or principal 
executive office of the corporation. 

a. In all other cases, 'notice· is given to a person: 

(1) When mailed to the person at an address designated by the 
person or at the last known address of the person; or 

(2) When handed to the person; or 

(3) When left at the office of the person with a clerk or other 
person in charge of the office; or 

(a) If there is no one in charge, when left in a conspicuous 
place in the office; or 

(b) If the office is closed or the person to be notified has no 
office, when left at the dwelling house or usual place of 
abode of the person with some person of suitable age 
and discretion then residing therein. 

b. Notice by mail is given when deposited in the United States mail 
with sufficient postage affixed. 

c. Notice is deemed received when it is given. 

~ 22. 'Officer• means a person elected, appointed, or otherwise designated as 
an officer by the board, and any other person deemed elected as an 
officer pursuant to section 10-19.1-56. 

~ 23. 'Organization· means a domestic or foreign corporation, limited liability 
company, partnership, limited partnership, joint venture, association, 
business trust, estate, trust, enterprise, and any other legal or commercial 
entity. 

~ 24. 'Outstanding shares· means all shares duly issued and not reacquired by 
a corporation. 

~ 25. ·owners· means: 

a. Shareholders in the case of a corporation; and 

b. Members in the case of a limited liability company. 

·ownership interests• means: 

a. Shares in the case of a corporation; and 
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b. Membership interests in the case of a limited liability company. 

~ ~ *Parent* of a specified corporation means a corporation or limited 
liability company that directly, or indirectly through related corporations 
or limited liability companies, owns more than fifty percent of the voting 
power of the shares entitled to vote for directors of the specified 
corporation. 

28. *Principal executive office' means an office where the elected or 
appointed president of a corporation has an office. If the corporation 
has no elected or appointed president 'principal executive office' means 
the registered office of the corporation. 

29. 'Related e6Pf'6Pfttt6ft organization' of a specified corporation means ft! 

~ A parent or subsidiary of the specified corporation 61' ftftet:her1 

Q,. Another subsidiary of a parent of the specified corporation1 

£,. A limited liability company owning. directly or indirectly, more than 
fJfty percent of the voting power of the shares entitled to vote for 
directors of the specified corporation; 

!h A limited liability company having more than fJfty percent of the 
voting power of its membership interests entitled to vote for 
governors owned directly or indirectly by the specified corporation; 

~ A limited liability company having more than fifty percent of the 
voting power of its membership interests entitled to vote for 
governors owned directly or indirectly by either: 

ill A parent of the specified corporation; or 

ill A limited liability company owning, directly or indirectly, 
more than flfty percent of the voting power of the shares 
entitled to vote for directors of the specified corporation; or 

f: A corporation having more than flfty percent of the voting power of 
its shares entitled to vote for directors owned directly or indirectly 
by a limited liability company owning, directly or indirectly, more 
than flfty percent of the voting power of the shares entitled to vote 
for directors of the specified corporation. 

30. 'Security' has the meaning given it in subsection 13 of section 10-04-02. 

31. 'Series' means a category of shares, within a class of shares authorized 
or issued by a corporation by or pursuant to its articles, that have some 
of the same rights and preferences as other shares within the same class, 
but that differ in designation or one or more rights and preferences from 
another category of shares within that class. 

32. 'Share' means one of the units, however designated, into which the 
shareholders' proprietary interests in a corporation are divided. 
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33. 'Shareholder* means a person registered on the books or records of a 
corporation or its transfer agent or registrar as the owner of whole or 
fractional shares of the corporation. 

34. 'Signed' means that the signature of a person has been placed on a 
document, as provided in subsection 39 of section 41-01-11, and, with 
respect to a document required by this chapter to be ftled with the 
secretary of state, means that the document has been signed by a person 
authorized to do so by this chapter, the articles or bylaws, or a 
resolution approved by the afftrmative vote of the required proportion or 
number of the directors or the holders of the required proportion or 
number of the voting power of the shares present and entitled to vote. A 
signature on a document not required by this chapter to be ftled with the 
secretary of state may be a facsimile affiXed, engraved, printed, placed, 
stamped with indelible ink, or in any other manner reproduced on the 
document. 

35. 'Subscriber' means a person who subscribes for shares in a corporation, 
whether before or after incorporation. 

36. 'Subsidiary' of a specified corporation means: 

a. A corporation having more than ftfty percent of the voting power of 
its shares entitled to vote for directors owned directly, or indirectly 
through related corporations or limited liability companies, by the 
specified corporation; or 

b. A limited liability company having more than ftfty percent of the 
voting power of its membership interests entitled to vote for 
governors owned directly, or indirectly through related limited 
liability companies or corporations, by the specified limited liability 
company. 

37. 'Surviving corporation' means the domestic or foreign corporation 
resulting from a merger. 

38. 'Vote' includes authorization by written action. 

39. *Written action' means a written document signed by all of the persons 
required to take the action described. The term also means the 
counterparts of a written document signed by any of the persons taking 
the action described. Each counterpart constitutes the action of the 
person signing it, and all the counterparts, taken together, constitute one 
written action by all of the persons signing them. 

44 SECTIONS. AMENDMENT. Subsections 4 and 5 of section 10-19.1-10 of 
the 1993 Supplement to the North Dakota Century Code are amended and 
reenacted as follows: 

44 Section 10-19.1-10 was also amended by section 1 of House Bill No. 1319, 
chapter 104. 
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4. The following provisions govern a corporation unless modified either in 
the articles or in the bylaws: 

a. Directors serve for an indefinite term that expires upon the election 
and qualification of a successor as provided in section 10-19.1-35. 

b. The compensation of directors is ftxed by the board as provided in 
section 10-19.1-37. 

c. The method provided in section 10-19.1-41 must be used for 
removal of directors. 

d. The method provided in section 10-19.1-42 must be used for filling 
board vacancies. 

e. If the board fails to select a place for a board meeting, it must be 
held at the principal executive office as provided in subsection 1 of 
section 10-19.1-43. 

f. A, ei:reeter fftft1 eeH e beftre meetin~, 8ft8 ~ The notice of ~ ! 
board meeting need not state the purpose of the meeting as 
provided in subsection 3 of section 10-19.1-43. 

g. A majority of the board is a quorum for a board meeting as 
provided in section 10-19.1-45. 

h. A committee must consist of one or more persons, who need not be 
directors, appointed by affirmative vote of a majority of the 
directors present as provided in subsection 2 of section 10-19.1-48. 

i. The board may establish a special litigation committee as provided 
in section 10-19.1-48. 

j. Officers may delegate some or all of their duties and powers, if not 
prohibited by the board from doing so as provided in section 
10-19.1-59. 

k. Regular meetings of shareholders need not be held, unless 
demanded by a shareholder under certain conditions as provided in 
section 10-19.1-71. 

1. No fewer than ten nor more than fifty days' notice is required for a 
meeting of shareholders as provided in subsection ~ ~ of section 
10-19.1-73. 

m. The number of shares required for a quorum at a shareholders' 
meeting is a majority of the voting power of the shares entitled to 
vote at the meeting as provided in section 10-19.1-76. 

n. The board may fix a date up to fifty days before the date of a 
shareholders' meeting as the date for the determination of the 
holders of shares entitled to notice of an entitled to vote at the 
meeting as provided in subsection 1 of section 10-19.1-77. 

o. Indemnification of certain persons is required as provided in section 
10-19.1-91. 
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p. The board may authorize, and the corporation may make, 
distributions not prohibited, limited, or restricted by an agreement 
as provided in subsection 1 of section 10-19.1-92. 

5. The following provisions relating to the management of the business or 
the regulation of the affairs of a corporation may be included either in 
the articles or, except for naming members of the first board fixing a 
greater than majority director or shareholder vote or giving or 
prescribing the manner of giving voting rights to persons other than 
shareholders otherwise than pursuant to the articles, or eliminating or 
limiting a director's personal liability, in the bylaws: 

a. The members of the first board may be named in the articles as 
provided in subsection 1 of section 10-19.1-32. 

b. A manner for increasing or decreasing the number of directors as 
provided in section 10-19.1-33. 

c. Additional qualillcations for directors may be imposed as provided 
in section 10-19.1-34. 

d. Directors may be classified as provided in section 10-19.1-38. 

e. The day or date, time, and place of board meetings may be fixed as 
provided in subsection 1 of section 10-19.1-43. 

f. Absent directors may be permitted to give written consent or 
opposition to a proposal as provided in section 10-19.1-44. 

g. A larger than majority vote may be required for board action as 
provided in section 10-19.1-46. 

h. Authority to sign and deliver certain documents may be delegated 
to an officer or agent of the corporation other than the president as 
provided in section 10-19.1-53. 

i. Additional officers may be designated as provided in section 
10-19.1-54. 

j. Additional powers, rights, duties, and responsibilities may be given 
to officers as provided in section 10-19.1-53. 

k. A method for filling vacant offices may be specified as provided in 
subsection 3 of section 10-19.1-58. 

l. A certain officer or agent may be authorized to sign share 
certificates as provided in subsection 1 of section 10-19.1-66. 

m. The transfer or registration of transfer of securities may be restricted 
as provided in section 10-19.1-70. 

n. The day or date, time, and place of regular shareholder meetings 
may be fixed as provided in subsection 3 of section 10-19.1-71. 

o. Certain persons may be authorized to call special meetings of 
shareholders as provided in subsection 1 of section 10-19.1-72. 
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p. Notices of shareholder meetings may be required to contain certain 
information as provided in subsection~~ of section 10-19.1-73. 

q. A larger than majority vote may be required for shareholder action 
as provided in section 10-19.1-74. 

r. Voting rights may be granted in or pursuant to the articles to 
persons who are not shareholders as provided in subsection 4 of 
section 10-19.1-77. 

s. Corporate actions giving rise to dissenter rights may be designated 
as provided in subdivision d of subsection 1 of section 10-19.1-87. 

t. The rights and priorities of persons to receive distributions may be 
established as provided in section 10-19.1-92. 

u. A director's personal liability to the corporation or its shareholders 
for monetary damages for breach of fiduciary duty as a director 
may be eliminated or limited in the articles as provided in section 
10-19.1-50. 

SECTION 6. AMENDMENT. Subdivision b of subsection 1 of section 
10-19.1-13 of the 1993 Supplement to the North Dakota Century Code is amended 
and reenacted as follows: 

b. Must contain the word ·corporation', "incorporated", or "limited", 
or must contain an abbreviation of one or more of these words, or 
the word "company· or the abbreviation ·co: ettt t:ftM we!'ti M 

fteerevi~ttieft l.'ftft1 ~ he i:tmfteeifttel) preeeeee e, ~ WMti !.mtcj!. 
M ~ eh:Mfteter !.&!-. 

SECTION 7. AMENDMENT. Subsection 3 of section 10-19.1-16 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

3. If the business address or the name of a registered agent changes, the 
agent shall change the address of the registered office or the name of the 
registered agent, as the case may be, of each corporation represented by 
that agent by filing with the secretary of state a statement as required in 
subsection 1, except that it need be signed only by the registered agent, 
need not be responsive to subdivision e M f, and must state that a copy 
of the statement has been mailed to each of those corporations or to the 
legal representative of each of those corporations. 

SECTION 8. AMENDMENT. Section 10-19.1-18 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-19.1-18. Procedure for amendment hefere issttanee ttf when no shares are 
outstanding. Before the issuance of shares by a corporation, the articles also may be 
amended pursuant to section 10-19.1-30 by the incorporators or by the board. The 
articles may be amended by the board to change or cancel a statement pursuant to 
subsection ~ ~ of section 10-19.1-61, establishing or fixing the rights and preferences 
of a class or series of shares before the issuance of any shares of that class or series 
or at any subsequent time that no shares of that class or series are outstanding by 
ftling articles of amendment or a statement of cancellation. as appropriate, with the 
secretary of state. If a statement ftled pursuant to subsection 4 of section 10-19.1-61 
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is cancelled, the shares of the class and series originally covered by the statement 
have the status of authorized but unissued, undesignated shares, unless the articles 
otherwise provide. If the articles provide that the cancelled shares may not be 
reissued, the statement of cancellation must include the information specified in 
subsection 2 of section 10-19.1-93. 

SECfiON 9. AMENDMENT. Section 10-19.1-19 of the North Dakota 
Century Code is amended and reenacted as follows: 

10-19.1-19. Procedure for amendment after issuance of shares. 

1. AAeP Except as otherwise provided in section 10-19.1-18, after the 
issuance of shares by the corporation, the articles may be amended in 
the manner set forth in this section. 

2. A resolution approved by the affirmative vote of a majority of the 
directors present, or proposed by a shareholder or shareholders holding 
five percent or more of the voting power of the shares entitled to vote, 
that sets forth the proposed amendment must be submitted to a vote at 
the next regular or special meeting of the shareholders of which notice 
has not yet been given but still can be timely given. Any number of 
amendments may be submitted to the shareholders and voted upon at 
one meeting, but the same or substantially the same amendment 
proposed by a shareholder or shareholders need not be submitted to the 
shareholders or be voted upon at more than one meeting during a 
fifteen-month period. The resolution may amend the articles in their 
entirety to restate and supersede the original articles and all amendments 
to them. The provisions of this subsection regarding shareholder 
proposed amendments do not apply to a corporation registered or 
reporting under the federal securities laws, to the extent that those 
provisions are in conflict with· the federal securities laws or rules 
promulgated thereunder, in which case the federal securities laws or 
rules promulgated thereunder govern. 

3. Written notice of the shareholders' meeting setting forth the substance of 
the proposed amendment must be given to each shareholder entitled to 
vote in the manner provided in section 10-19.1-73 for the giving of notice 
of meetings of shareholders. 

4. The proposed amendment to the articles is adopted: 

a. When approved by the affirmative vote of the~ 6f e nutjePiey 
6f ~ ~ pewep 6f ~ ~ pPe1teM t.tM ~ ~ ¥ete 
shareholders required by section 10-19.1-7 4, except as provided in 
subdivision b and in subsection 5; or 

b. If the articles provide for a specified proportion or number equal to 
or larger than the majority necessary to transact a specified type of 
business at a meeting, or if it is proposed to amend the articles to 
provide for a specified proportion or number equal to or larger 
than the majority necessary to transact a specified type of business 
at a meeting, the affirmative vote necessary to add the provision to, 
or to amend an existing provision in, the articles is the larger of: 

(1) The specified proportion or number or, in the absence of a 
specific provision, the afflrmative vote necessary to transact 
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the type of business described in the proposed amendment at 
a meeting immediately before the effectiveness of the proposed 
amendment; or 

(2) The specified proportion or number that would, upon 
effectiveness of the proposed amendment, be necessary to 
transact the specified type of business at a meeting. 

i: An amendment that merely restates the existing articles, as amended, 
may be authorized by a resolution approved by the board and may be 
submitted to and approved by the shareholders as provided in 
subsections 2, 3, and 4. 

SECTION 10. AMENDMENT. Subsection 6 of section 10-19.1-20 of the 
North Dakota Century Code is amended and reenacted as follows: 

6. Change the shares of the class or series, whether with or without par 
value, into the same or a different number of shares, either with or 
without par value, of~ Mlffte 6!' another class or series; 

45 SECTION II. AMENDMENT. Subsection 12 of section 10-19.1-26 ofthe 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

12. A corporation may pay pensions, retirement allowances, and 
compensation for past services to and for the benefit of, and establish, 
maintain, continue, and carry out, wholly or partially at the expense of 
the corporation, employee or incentive benefit plans, trusts, and 
provisions to or for the benefit of, any or all of its and its related 
eerperatierts' organizations' officers, managers, directors, governors, 
employees, and agents and, in the case of a related organization that is a 
limited liability company, members who provide services to the limited 
liability company, and the families, dependents, and beneficiaries of any 
of them. It may indemnifY and purchase and maintain insurance for 
and on behalf of a fiduciary of any of these employee benefit and 
incentive plans, trusts, and provisions. 

SECTION 12. AMENDMENT. Subsection 2 of section 10-19.1-30 of the 
North Dakota Century Code is amended and reenacted as follows: 

2. After the issuance of the certificate of incorporation, the incorporators or 
the directors named in the articles shall either hold an organizational 
meeting at the call of a majority of the incorporators or of the directors 
named in the articles, or take written action, for the purposes of 
transacting business and taking actions necessary or appropriate to 
complete the organization of the corporation, including, without 
limitation, amending the articles, electing directors, adopting bylaws, 
electing officers, adopting banking resolutions, authorizing or ratifYing 
the purchase, lease, or other acquisition of suitable space, furniture, 
furnishings, supplies, and materials, approving a corporate seal, 

45 Section 10-19.1-26 was also amended by section 11 of Senate Bill No. 2070, 
chapter 54. 
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approving forms of certificates or transaction statements for shares of the 
corporation, adopting a fiscal year for the corporation, accepting 
subscriptions for and issuing shares of the corporation, and making any 
appropriate tax elections. If a meeting is held, the person or persons 
calling the meeting shall give at least three days' notice of the meeting to 
each incorporator or director named, stating the date, time, and place of 
the meeting. Incorporators and directors may waive notice of an 
organizational meeting in the same manner that a director may waive 
notice of meetings of the board pursuant to subsection 5 of section 
10-19.1-43. 

SECfiON 13. AMENDMENT. Subsection 3 of section 10-19.1-43 of the 
North Dakota Century Code is amended and reenacted as follows: 

3. Unless the articles or bylaws provide for a different time period, a 
director may call a board meeting by giving at least ten days' notice 2!.. 
in the case of organizational meetings pursuant to subsection 2 of 
section 10-19.1 -30, at least three days' notice, to all directors of the date, 
time, and place of the meeting. The notice need not state the purpose of 
the meeting unless the articles or bylaws require it. 

SECTION 14. AMENDMENT. Section 10-19.1-44 of the North Dakota 
Century Code is amended and reenacted as follows: 

I 0-19.1-44. Absent directors. If the articles or bylaws so provide, a director 
may give advance written consent or opposition to a proposal to be acted on at a 
board meeting. If the director is not present at the meeting, consent or opposition to 
a proposal does not constitute presence for purposes of determining the existence of 
a quorum, but consent or opposition must be counted as a the vote of a director 
present at the meeting in favor of or against the proposal and must be entered in the 
minutes or other record of action at the meeting, if the proposal acted on at the 
meeting is substantially the same or has substantially the same effect as the proposal 
to which the director has consented or objected. 

SECfiON IS. AMENDMENT. Section 10-19.1-46 of the North Dakota 
Century Code is amended and reenacted as follows: 

10-19.1-46. Act of the board. The board shall take action by the afftrmative 
vote of the greater of a majority of the directors present at a duly held meeting at the 
time the action is taken, or a majority of the minimum proportion or number of 
directors that would constitute a quorum for the transaction of business at the 
meeting, except where this chapter or the articles require the afftrmative vote of a 
larger proportion or number. If the articles require a larger proportion or number 
than is required by this chapter for a particular action, the articles control. 

SECfiON 16. AMENDMENT. Subsection 2 of section 10-19.1-51 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

2. For purposes of this section: 

a. A tiif'ee~er ~ rtet hft¥e a fftft~el"iftl ftn:Mteiftl i:fflereM i:ft a resolution 
f'txing the compensation of t:he ~ director or fixing the compensation 
of another director as a director, officer, employee, or agent of the 
corporation, e¥eft ~ t:he ArM tiit'ee~er i8 fH8e reeehiftg 
eempertsa~ert f1oem t:he eerpera~ert is not void or voidable or 
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considered to be a contract or other transaction between a 
corporation and one or more of its directors for purposes of this 
section even though the director receiving the compensation ftxed by 
the resolution is present and voting at the meeting of the board or a 
committee at which the resolution is authorized, approved, or 
ratifted, or even though other directors voting upon the resolution 
are also receiving compensation from the corporation; and 

b. A director has a material fmancial interest in each organization in 
which the director, or the spouse, parents, children and spouses of 
children, brothers and sisters and spouses of brothers and sisters1 

and brothers and sisters of the spouse of t:fte ~ director, or any 
combination of them have a material fmancial interest A contract 
or other transaction between a corporation and the spouse, parents, 
children and spouses of children, brothers and sisters, spouses of 
brothers and sisters, and brothers and sisters of the spouse of a 
director, or any combination of them, is considered to be a 
transaction between the corporation and the director. 

SECTION 17. AMENDMENT. Section 10-19.1-53 of the North Dakota 
Century Code is amended and reenacted as follows: 

I 0-19.1-53. Duties of officers and agents. All effteeto!t tlftd ~ ef t:fte 
eerl'eratiert, M eet .. eert th:errtseh es tlftd the eerl'eratiert, ft8¥e Mteh attthePiey tlftd 
!'l'ttl!t !'erferrrt Mteft etttie8 itt t:fte Pft8ft8~errtertt ef t:fte e6P!'6P8b6ft M rft81 ee !'P6'> ieee 
itt t:fte ~ 6!' M rft81 ee 8etePH'Itfte8 ~ reselttlt6ft ef t:fte 6eftr8 ft6t ifteert8i8tertt 
wttht:fte~ 

.L The president shall: 

£!: Have general active management for the business of the 
corporation; 

Q,_ When present, preside at all meetings of the board and of 
shareholders; 

£, See that all orders and resolutions of the board are carried into 
effect; 

Q, Sign and deliver in the name of the corporation, any deeds, 
mortgages, bonds, contracts, or other instruments pertaining to the 
business of the corporation, except in cases in which the authority 
to sign and deliver is required by law to be exercised by another 
person or is expressly delegated by the articles or bylaws or by the 
board to some officer or agent of the corporation; 

!!.:. Maintain records of and, whenever necessary, certify all proceedings 
of the board and the shareholders; and 

[. Perform other duties prescribed by the board. 

b The treasurer shall: 

£!: Keep accurate fmancial records for the corporation; 
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Q., Deposit all money, drafts, and checks in the name of and to the 
credit of the corporation in the banks and depositories designated 
by the board; 

~ Endorse for deposit all notes, checks, and drafts received by the 
corporation as ordered by the board, making proper vouchers; 

~ Disburse corporate funds and issue checks and drafts in the name 
of the corporation, as ordered by the board; 

~ Give to the president and the board, whenever requested, an 
account of all transactions by the treasurer and of the fmancial 
condition of the corporation; and 

~ Perform other duties prescribed by the board or by the president. 

J:. All other officers and agents of the corporation, as between themselves 
and the corporation, have the authority and shall perform the duties in 
the management of the corporation as may be provided in the articles or 
bylaws, or as may be determined by resolution of the board not 
inconsistent with the articles and bylaws. 

SECTION 18. AMENDMENT. Subsection 3 of section 10-19.1-61 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

3. Subject to any restrictions in the articles, the power granted in subsection 
2 may be exercised by a resolution approved by the affirmative vote of a 
majority of the directors present establishing a class or series, setting 
forth the designation of the class or series, and fixing the relative rights 
and preferences of the class or series. Any of the rights and preferences 
of a class or series established in the articles or by resolution of the 
directors: 

a. May be made dependent upon facts ascertainable outside the 
articles, or outside the resolution or resolutions establishing the class 
or series, provided that the manner in which the facts operate upon 
the rights and preferences of the class or series is clearly and 
expressly set forth in the articles or in the resolution or resolutions 
establishing the class or series; and 

b. May incorporate by reference some or all of the terms of any 
agreements, contracts, or other arrangements entered into by the 
issuing corporation in connection with the establishment of the class 
or series if the corporation retains at its principal executive office, a 
copy of the agreements, contracts, or other arrangements or 
portions incorporated by reference. 

SECTION 19. AMENDMENT. Section 10-19.1-61.1 of the 1993 
Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

l0-l9.l-6l.l. Share dividends, divisions, and combinations. 

1. A corporation may effect a share dividend or a division or combination 
of its shares as provided in this section. t\8 tt8eti itt ~ ~ ~ 
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~ • 8i • isien· f.lftti • eerHeirtetten • HteMt 8h'i8in~ 6f' eerHeiflmg sftftre8 
ef ftft1 elM& 6f' set'ie8; nhe~er ~ 6f' ~:~flisstte8, iMe ft ~ 6f' le88eP 
rtl:lrHeer ef sftftre8 ef ~ MtHte elM& M ~ 

2. Articles of amendment must be adopted by the board and the 
shareholders under sections 10-19.1-19 and 10-19.1-20 to effect a 
division or combination if, as a result of the proposed division or 
combination: 

a. The rights or preferences of the holders of outstanding shares of any 
class or series will be adversely affected; or 

b. The percentage of authorized shares of any class or series 
remaining unissued after the division or combination will exceed the 
percentage of authorized shares of that class or series that were 
unissued before the division or combination. 

1"6!' J'l:ll"l'eses ef ~ s1:1eseetten, ttrt inereese 6f' 8eereese in ~ reHtti¥e 
~ ~ ef ~ sftftre8 t:hM ttre ~ ~ ef ~ ewtMett 6f' 

eerHeinetten t:hM 8t'i8e!t ~ Ho6ftt ~ inereese 6f' 8eereese in ~ 
rtl:lrHeer ef sftftre8 el:I~Htneing t! ~ ttrt ~ dfeet: ett ~ el:I~Htneiftg 
sftftre8 ef ftft1 elM& 6f' serte!t 6f' ftft1 irtereese in t:he l'ereenHtge ef 
8l:lnteriEe8 sftftre8 rerHeiniftg l:lrtiss1:1e8 ttMing ~ Ho6ftt t:he el:imiftetten 
ef fteettenftl sftftre8 t:tft6er seetiett 19 19.1 68 fftt:tM be 8isreger8e8. 

3. If a division or combination is effected under this subdivision, articles of 
amendment must be prepared that contain the information required by 
section 10-19.1-21. 

4. Subject to the restrictions provided in subsections 2 and 3 or any 
restrictions in the articles, a share dividend, division, or combination 
may be effected by action of the board alone, without the approval of 
shareholders under sections 10-19.1-19 and 10-19.1-20. In effecting a 
division or combination under this subsection, the board may amend the 
articles to increase or decrease the par value of shares, increase or 
decrease the number of authorized shares, and make any other change 
necessary or appropriate to assure that the rights or preferences of the 
holders of outstanding shares of any class or series will not be adversely 
affected by the division or combination. 

5. If a division or combination that includes an amendment of the articles 
is effected under subsection 4, then articles of amendment must be 
prepared that contain the information required by section 10-19.1-21 
and a statement that the amendment will not adversely affect the rights 
or preferences of the holders of outstanding shares of any class or series 
and will not result in the percentage of authorized shares that remains 
unissued after the division or combination exceeding the percentage of 
authorized shares that were unissued before the division or combination. 

2:_ For purposes of this section, an increase or decrease in the relative 
voting rights of the shares that are the subject of the division or 
combination that arises solely from the increase or decrease in the 
number of shares outstanding is not an adverse effect on the outstanding 
shares of any class or series and any increase in the percentage of 
authorized shares remaining unissued arising solely from the elimination 
of fractional shares under section 10-19.1-68 must be disregarded. 
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SECTION 20. AMENDMENT. Section 10-19.1-62 of the North Dakota 
Century Code is amended and reenacted as follows: 

10-19.1-62. Subscriptions for shares. 

1. A subscription for shares, whether made before or after the 
incorporation of a corporation, is not enforceable against the subscriber 
unless it is in writing and signed by the subscriber. 

2. A, Unless otherwise provided in the subscription agreement, or unless all 
of the subscribers and, if in existence, the corporation consents to a 
shorter or longer period, a subscription for shares is irrevocable for a 
period of six months; tlftle8& ~ stthsel"ipties 11!f'eemeftt pre iiaes fer.; er 
t:ttHeH ttH ef ~ stthserihers eeMeftt le; flft eerlteP re • eeaties. 

3. A subscription for shares, whether made before or after the 
incorporation of a corporation, shall be paid in full at the time or times, 
or in the installments, if any, specified in the subscription agreement In 
the absence of a provision in the subscription agreement specifying the 
time at which the subscription is to be paid, the subscription shall be 
paid at the time or times determined by the board, but a call made by 
the board for payment on subscriptions shall be uniform for all shares of 
the same class or for all shares of the same series. 

4. Unless otherwise provided in the subscription agreement, in the event of 
default in the payment of an installment or call when due, the 
corporation may proceed to collect the amount due in the same manner 
as a debt due the corporation; er; if~ flt'ltettftt 8tte remains ~ fer 
a pel"ieti ef tweHty ~ ttfter ~ ftetiee ef a emMa fer pa, mest lttts 
heeft ~ te ~ aelifttttteftt stthsel"iher, ~ hettre HHt1 8eeHtre ft 

far~itttre ef ~ stthsel"iptieft er eMteel it itt aeeeraftftee wttft l:ht!t 
stthseetieft. 

5. Ypett famitttre ef a stthseripties If the amount due on a subscription 
for shares remains unpaid for a period of twenty days after written 
notice of demand for payment has been given to the delinquent 
subscriber, the shares subscribed for may be offered for sale by the 
corporation for a price in money equaling or exceeding the sum of the 
full balance owed by the delinquent subscriber plus the expenses 
incidental to the sale. =Hie ~ ef set preeeei!M ret.tMetl e, ~ 
eerperatieft e¥eP ~ lttt!ft ef ~ flt'ltettftt ewetl "' ~ aelitttttteftt 
stthseriher ~ ~ expesses ifleiaestfli te ~ Mtle MtttH he pete If the 
shares subscribed for are sold pursuant to this subsection, the 
corporation shall pay to the delinquent subscriber or to a the delinquent 
subscriber's legal representative the lesser of (a) the excess of net 
proceeds realized by the corporation over the sum of the amount owed 
by the delinquent subscriber plus the expenses incidental to the sale; and 
(b) the amount actually paid by the delinquent subscriber. If the shares 
subscribed for are not sold pursuant to this subsection. the corporation 
may collect the amount due in the same manner as a debt due the 
corporation or cancel the subscription in accordance with subsection 6. 
:ffte "fl' !fteftt MtttH ft6t exeeee ~ flt'ltettftt aetttttHy pete "' ~ 
aeltfttttteftt stthseriher. 

6. If; wttftift tweftty ~ ttfter ~ eerperaties eWer& te sea the amount due 
on a subscription for shares remains unpaid for a period of twenty days 
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after written notice of demand for payment has been given to the 
delinquent subscriber and the shares subscribed for by the delinquent 
subscriber; rte J'P6SJ'eett • e J'tlrehe:ser ~ te J'tlrehe:se ~ Mtttre8 fe!' 8: 

~ f'r!ee sttffteieftt te l'8:1 ~ 8tlt'ft ef ~ H:tH e8:18:ftee ewee "" ~ 
tiel:iftt~tteftt stteserieer ~ ~ exJ'eftses itteieeHtB:l te ~ !8:le; M if ~ 
eerJ'ere:tteft h8:!t reftt~teee te ~ stteserieer 6!' e • reJ'resefttB:tt'le e 
have not been sold pursuant to subsection 5, the corporation may 
cancel the subscription, in which event the shares subscribed for must be 
restored to the status of authorized but unissued shares, the corporation 
may retain the portion of the subscription price actually paid; ~ 
stteseril'tteft rfte,' l!te eftfteelee, ~ Mtttre8 stteserieee fe!' rfte,' l!te rest:eree 
te ~ !!t:B:t:IM ef B:tt~eriflee btlt: tt:fl'issttee Mtttre8 that does not exceed ten 
percent of the subscription price, and the corporation rfte,' retB:ift ~ 
shall refund to the delinquent subscriber or the delinquent subscriber's 
legal representative that portion of the subscription price actually paid 
thB:t: 8ee8 ft8:t: exeeee which exceeds ten percent of the subscription price. 

SECTION 21. AMENDMENT. Subsections 4 and 9 of section 10-19.1-65 
of the 1993 Supplement to the North Dakota Century Code are amended and 
reenacted as follows: 

4. A Unless otherwise provided in the articles, a shareholder does not have 
a preemptive right pursuant to this section to acquire securities or rights 
to purchase securities that are: 

a. Issued for a consideration other than money; 

b. Issued pursuant to a plan of merger or exchange; 

c. Issued pursuant to an employee or incentive benefit plan approved 
at a meeting by the affirmative vote of the holders of a majority of 
the voting power of all shares entitled to vote; 

d. Issued upon exercise of previously issued rights to purchase 
securities of the corporation; 

e. Issued pursuant to a public offering of the corporation's securities 
or rights to purchase securities. For purposes of this subdivision, 
·public offering• means an offering of the corporation's securities or 
rights to purchase securities if the resale or other distribution of 
those securities or rights to purchase securities is not restricted by 
either state or federal securities laws; or 

f. Issued pursuant to a plan of reorganization approved by a court of 
competent jurisdiction pursuant to a statute of this state or of the 
United States. 

9. Ne If the shareholders of a corporation are entitled to cumulative voting 
in the election of directors, no amendment to the articles which has the 
effect of denying, limiting, or modifYing the preemptive rights provided in 
this section may be adopted if the votes of a proportion of the voting 
power sufficient to elect a director at an election of the entire board 
under cumulative voting are cast against the amendment. 

SECTION 22. AMENDMENT. Subsection 2 of section 10-19.1-68 of the 
North Dakota Century Code is amended and reenacted as follows: 
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2. A corporation may not pay money for fractional shares if that action 
would result in the cancellation of more than twenty percent of the 
outstanding shares of a class or series. A determination by the board of 
the fair value of fractions of a share is conclusive in the absence of 
fraud. A certificate for a fractional share does, but scrip or warrants do 
not unless they provide otherwise, entitle the shareholder to exercise 
voting rights or to receive distributions. The board may cause scrip or 
warrants to be issued subject to the condition that they become void if 
not exchanged for full shares before a specified date, or that the shares 
for which scrip or warrants are exchangeable may be sold by the 
corporation and the proceeds distributed to the holder of the scrip or 
warrants, or to any other condition or set of conditions the board may 
impose. 

SECTION 23. AMENDMENT. Section 10-19.1-73 ofthe 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-19.1-73. Notice. 

1. Except as otherwise provided in this chapter, notice of all meetings of 
shareholders must be given to every holder of shares entitled to vote 
unless: 

a. The meeting is an adjourned meeting to be held not more than one 
hundred twenty days after the date fixed for the original meeting 
and the date, time, and place of the meeting were announced at the 
time of the original meeting or any adjournment of the original 
meeting; or 

b. The following have been mailed by ftrst-class mail to a shareholder 
at the address in the corporate records and returned nondeliverable: 

(1) Two consecutive annual meeting notices and notices of any 
special meetings held during the period between the two 
annual meetings; or 

(2) All payments of dividends, provided there were at least two 
sent during a twelve-month period. 

An action or meeting that is taken or held without notice under 
subdivision b has the same force and effect as if notice was given. 
If the shareholder delivers a written notice of the shareholder's 
current address to the corporation, the notice requirement is 
reinstated. 

2. If notice of an adjourned meeting is required under subdivision a of 
subsection 1. then the date for determination of shares entitled to notice 
of and entitled to vote at the adjourned meeting must comply with 
subsection I of section 10-19.1-77, except that if the date of the meeting 
is set by court order, the court may provide that the original date of 
determination will continue in effect or may ftx a new date. 

J.., If a specific minimum notice period has not otherwise been ftxed by law, 
the notice must be given at least ten days before the date of the meeting, 
or a shorter time provided in the articles or bylaws, and not more than 
fifty days before the date of the meeting. 
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~ ~ The notice must contain the date, time, and place of the meeting, the 
information with respect to dissenters' rights required by subsection 2 of 
section 10-19.1-88, if applicable, and any other information required by 
this chapter. In the case of a special meeting, the notice must contain a 
statement of the purposes of the meeting. The notice may also contain 
any other information required by the articles or bylaws or deemed 
necessary or desirable by the board or by any other person or persons 
calling the meeting. 

+. ~ A shareholder may waive notice of a meeting of shareholders. A waiver 
of notice by a shareholder entitled to notice is effective whether given 
before, at, or after the meeting, and whether given in writing, or by 
attendance. Attendance by a shareholder at a meeting is a waiver of 
notice of that meeting, except where the shareholder objects at the 
beginning of the meeting to the transaction of business because the 
meeting is not lawfully called or convened, or objects before a vote on 
an item of business because the item may not lawfully be considered at 
that meeting and does not participate in the consideration of the item at 
that meeting. 

SECTION 24. AMENDMENT. Subsection 3 of section 10-19.1-73.1 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

3. Waiver of notice of a meeting by means of communication described in 
subsections 1 and 2 may be given in the manner provided in 
subsection 4 ~ of section 10-19.1-73. Participation in a meeting by 
means of communications described in subsections 1 and 2 is a waiver 
of notice of that meeting, except where the shareholder objects at the 
beginning of the meeting to the transaction of business because the 
meeting is not lawfully called or convened, or objects before a vote on 
an item of business because the item may not lawfully be considered at 
the meeting and does not participate in the consideration of the item at 
that meeting. 

SECTION 25. AMENDMENT. Subsection 2 of section 10-19.1-74 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

2. In any case where a class or series of shares is entitled by this chapter, 
the articles, the bylaws, or the terms of the shares to vote as a class or 
series, the matter being voted upon must also receive the affi.I'ffiative vote 
of the holders of the same proportion of the shares present of that class 
or series as is required pursuant to subsection 1, unless the articles 
require a larger proportion. Unless otherwise stated in the articles or 
bylaws in the case of voting as a class or series, the minimum percentage 
of the number of shares of the class or series which must be present shall 
be equal to the minimum percentage of all outstanding shares entitled to 
vote required to be present under section 10-19.1-76. 

SECTION 26. AMENDMENT. Subsections 2 and 3 of section 10-19.1-79 
of the 1993 Supplement to the North Dakota Century Code are amended and 
reenacted as follows: 

2. Except as provided in subsection 3, shares of a corporation registered in 
the name of a subsidiary are not entitled to ¥ele be voted on any matter. 
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3. Shares of a corporation in the name of or under the control of the 
corporation or a subsidiary in a fiduciary capacity are not entitled to 
~ be voted on any matter, except to the extent that the settlor or 
beneficial owner possesses and exercises a right to vote or gives the 
corporation or, with respect to shares in the name of or under control of 
a subsidiary, the subsidiary, binding instructions on how to vote the 
shares. 

SECTION 27. AMENDMENT. Subsection 1 of section 10-19.1-80 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

1. A shareholder may cast or authorize the casting of a vote by filing a 
written appointment of a proxy with an officer of the corporation at or 
before the meeting at which the appointment is to be effective. A written 
appointment of a proxy may be signed by the shareholder or authorized 
by the shareholder by transmission of a telegraph, cablegram, or other 
means of electronic transmission: Ile¥te;ep, provided the tele~am. 
eaelegpMH, 6!' etfte!' l'ftellft!t ef eleet!'ente t!'llft8mtSSi6ft fftttM set feftft 6!' 

he Stteftli~ee wHft infePI'ftllft6ft f1oet'ft wftteft it eBft he eetermtnee 
corporation has no reason to believe that the telegram, cablegram, or 
other electronic transmission was not authorized by the shareholder. 
Any reproduction of the writing or transmission may be substituted or 
used in lieu of the original writing or transmission for any purpose for 
which the original transmission could be used, provided that the copy, 
facsimile, telecommunication, or other reproduction is a complete and 
legible reproduction of the entire original writing or transmission. An 
appointment of a proxy for shares held jointly by two or more 
shareholders is valid if signed by any one of them, unless the corporation 
receives from any one of those shareholders written notice either denying 
the authority of that person to appoint a proxy or appointing a different 
proxy. 

SECTION 28. AMENDMENT. Subsection 4 of section 10-19.1-84 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

4. A shareholder or a holder of a voting trust certificate of a corporation 
that is not a publicly held corporation has an absolute right, upon 
written demand, to examine and copy, in person or by a legal 
representative, at any reasonable time, and the corporation shall make 
available within ten days after receipt by an officer of the corporation of 
the written demand: 

a. The share register; and 

b. All documents referred to in subsection 2. 

SECTION 29. AMENDMENT. Section 10-19.1-85 of the North Dakota 
Century Code is amended and reenacted as follows: 

10-19.1-85. Financial statements • 

.L A corporation shall; ttpett writleft ~ e,. a shMeheleeP, ftt!'MMt 
ftftfttlftl fiftllfteilll stetemeftts, inelttei:ft~ prepare annual fmancial 
statements within one hundred eighty days after the close of the 



302 Chapter 103 Corporations 

corporation's fiscal year. The fmancial statements shall include at least a 
balance sheet as of the end of each fiscal year and a statement of income 
for the fiscal year, which must be prepared on the basis of accounting 
methods reasonable in the circumstances and may be consolidated 
statements of the corporation and one or more of its subsidiaries. In the 
case of statements audited by a public accountant. each copy must be 
accompanied by a report setting forth the opinion of the accountant on 
the statements; in other cases, each copy must be accompanied by a 
statement of the treasurer or other person in charge of the corporation's 
fmancial records stating the reasonable belief of the person that the 
fmancial statements were prepared in accordance with accounting 
methods reasonable in the circumstances, describing the basis of 
presentation, and describing any respects in which the fmancial 
statements were not prepared on a basis consistent with those prepared 
for the previous year. 

b Upon written request by a shareholder. a corporation shall furnish its 
most recent annual fmancial statements as required under subsection 1 
no later than ten business days after receipt of a shareholder's written 
request 'Furnish' for purposes of this subsection means that the 
corporation shall deliver or mail, postage prepaid, the fmancial 
statements to the address specified by the requesting shareholder. 

SECTION 30. AMENDMENT. Subsections 1 and 3 of section 10-19.1-87 
of the 1993 Supplement to the North Dakota Century Code are amended and 
reenacted as follows: 

1. A shareholder of a corporation may dissent from, and obtain payment 
for the fair value of the shareholder's shares in the event of, any of the 
following corporate actions: 

a. An amendment of the articles that materially and adversely affects 
the rights or preferences of the shares of a dissenting shareholder in 
that it: 

(1) Alters or abolishes a preferential right of the shares; 

(2) Creates, alters, or abolishes a right in respect of the 
redemption of the shares, including a provision respecting a 
sinking fund for the redemption or repurchase of shares; 

(3) Alters or abolishes a preemptive right of the holder of the 
shares to acquire shares, securities other than shares, or rights 
to purchase shares or securities other than shares; or 

(4) Excludes or limits the right of a shareholder to vote on a 
matter, or to accumulate votes, except as the right may be 
excluded or limited through the authorization or issuance of 
securities of an existing or new class or series with similar or 
different voting rights; 

b. A sale, lease, transfer, or other disposition of all or substantially all 
of the property and assets of the corporation not made in the usual 
or regular course of its business, but not including a transaction 
permitted without shareholder approval in subsection 1 of section 
10-19.1-104. or a disposition in dissolution described in subsection 2 
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of section 10-19.1-109 or a disposition pursuant to an order of a 
court. or a disposition for cash on terms requiring that all or 
substantially all of the net proceeds of disposition be distributed to 
the shareholders in accordance with their respective interests within 
one year after the date of disposition; 

c. A plan of merger to which the corporation is a party, except as 
provided in subsection 3; 

d. A plan of exchange, whether under this chapter or under chapter 
10-32, to which the corporation is a party as the corporation whose 
shares will be acquired by the acquiring corporation, if the shares of 
the shareholder are entitled to vote on the plan; or 

e. Any other corporate action taken pursuant to a shareholder vote 
with respect to which the articles, the bylaws, or a resolution 
approved by the board directs that dissenting shareholders may 
obtain payment for their shares. 

3. :ffte Unless the articles, the bylaws. or a resolution approved by the 
board otherwise provide, the right to obtain payment under this section 
does not apply to the shareholders of the surviving corporation in a 
merger if the shares of the shareholder are not entitled to be voted on 
the merger. 

SECTION 31. AMENDMENT. Subsections 5 and 10 of section 10-19.1-88 
of the 1993 Supplement to the North Dakota Century Code are amended and 
reenacted as follows: 

5. In order to receive the fair value of shares, a dissenting shareholder must 
demand payment and deposit certificated shares within thirty days after 
the notice required by subsection 4 was given, but the dissenter retains 
all other rights of a shareholder until the proposed action takes effecL 

10. If the corporation receives a demand under subsection 9, it shall, within 
sixty days after receiving the demand, either pay to the dissenter the 
amount demanded or agreed to by the dissenter after a discussion with 
the corporation or ftle in court a petition requesting that the court 
determine the fair value of the shares plus interesL The petition shall be 
ftled in the county in which the registered office of the corporation is 
located, except that a surviving foreign corporation that receives a 
demand relating to the shares of a constituent corporation shall ftle the 
petition in the county in this state in which the last registered office of the 
constituent corporation was located. The petition shall name as parties 
all dissenters who have demanded payment under subsection 9 and who 
have not reached agreement with the corporation. The corporation, 
after flling the petition, shall serve all parties with a summons and copy 
of the petition under the rules of civil procedure. The residents of this 
state may be served by registered mail or by publication as provided by 
law. Except as otherwise provided, the rules of civil procedure apply to 
the proceeding. The jurisdiction of the court is plenary and exclusive. 
The court may appoint appraisers, with powers and authorities the court 
deems proper, to receive evidence on and recommend the amount of the 
fair value of the shares. The court shall determine whether the 
shareholder or other shareholders in question have fully complied with 
the requirements of this section, and shall determine the fair value of the 
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shares, taking into account any and all factors the court fmds relevant, 
computed by any method or combination of methods that the court, in 
its discretion, sees fit to use, whether or not used by the corporation or 
by a dissenter. The fair value of the shares as determined by the court is 
binding on all shareholders, wherever located. A dissenter is entitled to 
judgment for the amount by which the fair value of the shares as 
determined by the court, plus interest, exceeds the amount, if any, 
remitted under subsections 6, 7, and 8, but shall not be liable to the 
corporation for the amount, if any, by which the amount, if any, 
remitted to the dissenter under subsections 6, 7, and 8 exceeds the fair 
value of the shares as determined by the court. plus interest. 

SECTION 32. AMENDMENT. Subsection 1 of section 10-19.1-89 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

1. A corporation may lend money to, guarantee an obligation of, become a 
surety for, or otherwise fmancially assist any person, if the transaction, 
or a class of transactions to which the transaction belongs, is approved 
by the affirmative vote of a majority of the directors present and: 

a. Is in the usual and regular course of business of the corporation; 

b. Is with, or for the benefit of, a related eerperatiert organization, an 
organization in which the corporation has a fmancial interest. all 
organizations with which the corporation has a business 
relationship, or an organization to which the corporation has the 
power to make donations. any of which relationships constitute 
consideration sufficient to make the loan. guarantee, suretyship, or 
other fmancial assistance so approved enforceable against the 
corporation; 

c. Is with, or for the benefit of, an officer or other employee of the 
corporation or a subsidiary, including an officer or employee who is 
a director of the corporation or a subsidiary, and may reasonably 
be expected, in the judgment of the board, to benefit the 
corporation; or 

d. He!t Whether or not any separate consideration has been paid or 
promised to the corporation has been approved by: 

(1) The holders of two-thirds of the voting power of the shares 
entitled to vote which are owned by persons other than the 
interested person or persons; or 

(2) The unanimous affirmative vote of the holders of all 
outstanding shares, whether or not entitled to vote. 

SECTION 33. AMENDMENT. Subsections 1 and 7 of section 10-19.1-91 
of the 1993 Supplement to the North Dakota Century Code are amended and 
reenacted as follows: 

1. For purposes of this section, the terms defmed in this subsection have 
the meanings given them. 
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a. 'Corporation· includes a domestic or foreign corporation that was 
the predecessor of the corporation referred to in this section in a 
merger or other transaction in which the predecessor's existence 
ceased upon consummation of the transaction. 

b. 'Official capacity' means: 

(1) With respect to a director, the position of director in a 
corporation; 

(2) With respect to a person other than a director, the elective or 
appointive office or position held by an officer, member of a 
committee of the board, or the employment relationship 
undertaken by an employee of the corporation; and 

(3) With respect to a director, officer, or employee of the 
corporation who, while a director, officer, or employee of the 
corporation, is or was serving at the request of the 
corporation or whose duties in that position involve or 
involved service as a director, governor, officer, manager, 
partner, trustee, or employee of another organization or 
employee benefit plan, the position of that person as a 
director, governor, officer, manager, partner, trustee, or 
employee, as the case may be, of the other organization or 
employee benefit plan. 

c. 'Proceeding' means a threatened, pending, or completed civil, 
criminal, administrative, arbitration, or investigative proceeding, 
including a proceeding by or in the right of the corporation. 

d. 'Special legal counsel' means counsel who has not represented the 
corporation or a related eerperabeft organization, or a director, 
officer, member of a committee of the board, or employee whose 
indemnification is in issue. 

7. All i:fteeftlfti6eabeft determinations whether indemnification of a person 
is required because the criteria provided in subsection 2 have been 
satisfied and whether a person is entitled to payment or reimbursement 
of expenses in advance of the final disposition of a proceeding as 
provided in subsection 4 must be made: 

a. By the board by a majority of a quorum: Di!'eeters, if the directors 
who are at the time parties to the proceeding !lfteH ~ not be 
counted for determining either a majority or the presence of a 
quorum; 

b. If a quorum under subdivision a cannot be obtained, by a majority 
of a committee of the board, consisting solely of two or more 
directors not at the time parties to the proceeding, duly designated 
to act in the matter by a majority of the full board including 
directors who are parties; 

c. If a determination is not made under subdivision a or b, by special 
legal counsel, selected either by a majority of the board or a 
committee by vote pursuant to subdivision a orb or, if the requisite 
quorum of the full board cannot be obtained and the committee 
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cannot be established, by a majority of the full board including 
directors who are parties; 

d. If a determination is not made under subdivisions a, b, and c, by 
the shareholders, exeltttHrtg ~ ~ ef but the shares held by 
parties to the proceeding may not be counted in determining the 
presence of a quorum and are not considered to be present and 
entitled to vote on the determination; or 

e. If an adverse determination is made under subdivisions a through d, 
or under subsection 8, or if no determination is made under 
subdivisions a through d, or under subsection 8, within sixty days 
after! 

ill The later to occur of the termination of a proceeding or a 
written request for indemnification to the corporation; or ttaeP 
ft 

ill d. a request for an advance of expenses, as the case may be, 
by a court in this state, which may be the same court in which 
the proceeding involving the person's liability took place, 
upon application of the person and any notice the court 
requires. 

The person seeking indemnification or payment or reimbursement 
of expenses pursuant to this subdivision has the burden of 
establishing that the person is entitled to indemnification or payment 
or reimbursement of expenses. 

SECTION 34. AMENDMENT. Subsections 1 and 4 of section 10-19.1-92 
of the 1993 Supplement to the North Dakota Century Code are amended and 
reenacted as follows: 

1. The board may authorize and cause the corporation to make a 
distribution only if the board determines, in accordance with 
subsection 2, that the corporation will be able to pay its debts in the 
ordinary course of business after making the distribution and the board 
does not know before the distribution is made that the determination 
was or has become erroneous; Mtt! ~! 

~ The corporation may make the distribution if it is able to pay its 
debts in the ordinary course of business after making the 
distribution. 

!;!., The effect of a distribution on the ability of the corporation to pay 
its debts in the ordinary course of business after making the 
distribution MtflH must be measured in accordance with 
subsection 3. --

£:. The right of the board to authorize, and the corporation to make, 
distributions may be prohibited, limited, or restricted by, or the 
rights and priorities of persons to receive distributions may be 
established by, the articles or bylaws or an agreement. 

4. Indebtedness of a corporation incurred or issued in a distribution in 
accordance with this section to a shareholder who as a result of the 
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transaction is no longer a shareholder is on a parity with the 
indebtedness of the corporation to its general unsecured creditors, except 
to the extent subordinated, agreed to, or secured by a pledge of any 
assets of the corporation or a related eerf!1erat!en organization, or 
subject to any other agreement between the corporation and the 
shareholder. 

SECfiON 35. AMENDMENT. Subsection 1 of section 10-19.1-93 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

1. A corporation may acquire its own shares, subject to section 10-19.1-92. 
If the eerf!1eral!en ~ the ~ te !teettt'e f!l&,ment &f the 
reeemf!1tien f!riee t:hereef; ~ the eerf!1eratien MteB rte1: be tieefttee te 
fta¥e aettttiree the ~ fef' the f!ltlf'l'eses &f tht8 stteseel!en ttftftl the 
~ ~ releasee. Share& se aettttiree 

~ If a corporation acquires its own shares, then any of the acquired 
shares that are not pledged by the corporation as security for the 
future payment of some or all of the purchase price for the shares 
constitute authorized but unissued shares of the corporation, unless 
the articles provide that they may not be reissued; ift whteft eeee,_Jf 
the articles prohibit reissue, the number of authorized shares is 
reduced by the number of shares acquired. 

!!:. If a corporation pledges acquired shares as security for future 
payment of all or part of the purchase price for the shares and 
reissues the pledged shares in its own name. then: 

ill The shares must continue to be issued and outstanding except 
for voting and determination of a quorum. and the shares are 
not considered to be present and entitled to vote at any 
meeting of shareholders; 

ill The corporation may not vote or exercise any other rights of 
a shareholder with respect to the pledged shares, but the 
pledgee shall have any rights, other than the right to vote, 
with respect to the shares which the pledgee is entitled to 
contract; 

ill If the pledge is foreclosed, the corporation shall reissue and 
deliver the pledged shares to or at the direction of the pledgee; 
and 

ffi Shares that are released from a pledge have the status 
specified in subdivision a of subsection 1. 

SECfiON 36. AMENDMENT. Subsection 1 of section 10-19.1-95 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. In addition to any other liabilities, a director who is present and votes 
for or fails to vote against, except a director who is prohibited by section 
10-19.1-51 from voting on the distribution, or who consents in writing to, 
a distribution made in violation of subsection 1 or 5 of section 
10-19.1-92 or a restriction contained in the articles or bylaws or an 
agreement, and who fails to comply with the standard of conduct 
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provided in section 10-19.1-50, is liable to the corporation, its receiver or 
any other person winding up its affairs, jointly and severally with all 
other directors so liable and to other directors under subsection 3, but 
only to the extent that the distribution exceeded the amount that 
properly could have been paid under section 10-19.1-92. 

SECTION 37. AMENDMENT. Subsections 3 and 4 of section 10-19.1-98 
of the 1993 Supplement to the North Dakota Century Code are amended and 
reenacted as follows: 

3. A class or series of shares of the corporation is not entitled to vote as a 
class or series solely because the plan of merger M' exehafl!le affects a 
cancellation of shares of the class or series if the plan of merger or 
exchange affects a cancellation of all shares of the corporation of all 
classes and series that are outstanding immediately prior to the merger 
or exchange and shareholders of shares of that class or series are entitled 
to obtain payment for the fair value of their shares under section 
10-19.1-87 in the event of the merger M' exehftft!le· 

4. Notwithstanding subsections 1 and 2, submission of a plan of merger or 
exchange to a vote at a meeting of shareholders of a surviving 
corporation is not required if: 

a. The articles of the corporation will not be amended in the 
transaction; 

b. Each holder of shares of the corporation that were outstanding 
immediately before the effective date of the transaction will hold the 
same number of shares with identical rights immediately thereafter; 

c. The flttffteer ef voting power of the outstanding shares of the 
corporation entitled to vote immediately after the merger or 
exchange, plus the flttrHeer 6f voting power of the shares of the 
corporation entitled to vote issuable on conversion of seettrities 
~ f:haft shMett, or on the exercise of rights to purchase, securities 
issued e,> Wft:te ef t:he fllrfft8 ef !!! the transaction, will not exceed 
by more than twenty percent the flttmeer 6f voting power of the 
outstanding shares of the corporation entitled to vote immediately 
before the transaction; and 

d. The number of participating shares of the corporation immediately 
after the merger, plus the number of participating shares of the 
corporation issuable on conversion of, or on the exercise of rights 
to purchase, securities issued in the merger, will not exceed by more 
than twenty percent the number of participating shares of the 
corporation immediately before the merger. #Participating shares# 
are outstanding shares of the corporation that entitle their holders 
to participate without limitation in distributions by the corporation. 

SECTION 38. AMENDMENT. Subsection 6 of section 10-19.1-100 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

6. If all of the Meelt shares of one or more domestic subsidiaries ef t:he 
~ that is a constituent party to a merger under this section t& are 
not owned by the parent directly, or indirectly through related 
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corporations, immediately prior to the merger, the shareholders of each 
domestic subsidiary have dissenter's rights under section 10-19.1-87, 
without regard to subsection 3 of section 10-19.1-87 and section 
10-19.1-88. If the parent is a constituent corporation but is not the 
surviving corporation in the merger, and the articles of incorporation of 
the surviving corporation immediately after the merger differ from the 
articles of incorporation of the parent immediately prior to the merger in 
a manner that would entitle a shareholder of the parent to dissenter's 
rights under subdivision a of subsection 1 of section 10-19.1-87, if the 
articles of incorporation of the surviving corporation constitute an 
amendment to the articles of the corporation of the parent, that 
shareholder of the parent has dissenter's rights as provided under 
sections 10-19.1-87 and 10-19.1-88. Except as provided in this 
subsection, sections 10-19.1-87 and 10-19.1-88 do not apply to any 
merger affected under this section. 

SECTION 39. AMENDMENT. Subsection 1 of section 10-19.1-104 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. A corporation, by affliillative vote of a majority of the directors present; 
Httt1 seH; 4eMe; trart:sfer, M e~erw1se ~ ef aH M stths~tiaH' aH ef 
ffit preper~ flftfi ~ ift ~ tt8ttftl flftfi ~ eettP8e ef ffit httsmess flftfi 
~ a ~ ifttere8t ift aH M stthst:art:tiaHy aH ef ffit prepert:y flftfi 
~ ~he~er M fl:el: ift ~ tt8ttftl flftfi ~ eettP8e ef ffit httsmess, 
upon those terms and conditions and for those considerations, which 
may be money, securities, or other instruments for the payment of 
money or other property, as the board deems expedient, ift whteh ease 
'"' and without shareholder approval I& reEtttiretl, may: 

!!:. Sell, lease, transfer, or otherwise dispose of all or substantially all of 
its property and assets in the usual and regular course of its 
business; 

Q., Grant a security interest in all or substantially all of its property and 
assets whether or not in the usual and regular course of its business; 
Q!. 

£: Transfer any or all of its property to a corporation all the shares of 
which are owned by the corporation. 

SECTION 40. AMENDMENT. Section 10-19.1-106 of the 1993 
Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

10-19.1-106. Voluntary dissolution by incorporators. A corporation that has 
not issued shares may be dissolved by the incorporators or directors in the manner 
set forth in this section: 

1. A majority of the incorporators or directors shall sign articles of 
dissolution containing: 

a. The name of the corporation; 

b. The date of incorporation; 

c. A statement that shares have not been issued; 
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d. A statement that all consideration received from subscribers for 
shares to be issued, less expenses incurred in the organization of the 
corporation, has been returned to the subscribers; and 

e. A statement that no debts remain unpaid. 

2. The articles of dissolution must be filed with the secretary of state, 
together with the fees provided in chapter 10-23. 

3. When the articles of dissolution have been ftled with the secretary of 
state, the corporation is dissolved. 

4. The secretary of state shall issue to the dissolved corporation or its legal 
representative a certificate of dissolution that contains: 

a. The name of the corporation; 

b. The date the articles of dissolution were ftled with the secretary of 
state; and 

c. A statement that the corporation is dissolved. 

SECTION 41. AMENDMENT. Section 10-19.1-109 of the 1993 
Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

10-19.1-109. Procedure in dissolution. 

1. When a notice of intent to dissolve has been ftled with the secretary of 
state, the board, or the officers acting under the direction of the board, 
shall proceed as soon as possible: 

a. To collect or make provisions for the collection of all known debts 
due or owing to the corporation, including unpaid subscriptions for 
shares; 

b. Except as provided in sections 1Q 19.1 1QQ 10-19.1-110, 
10-19.1-110.1, and 10-19.1-124, to pay or make provision for the 
payment of all known debts, obligations, and liabilities of the 
corporation according to their priorities; and 

c. To give notice to creditors and claimants under section 10-19.1-110 
or to proceed under section 1Q 19.1 1QQ.1 10-19.1-110.1. 

2. Notwithstanding section 10-19.1-104, when a notice of intent to dissolve 
has been ftled with the secretary of state, the directors may sell, lease, 
transfer, or otherwise dispose of all or substantially all of the property 
and assets of a dissolving corporation without a vote of the shareholders. 

3. All tangible or intangible property, including money, remaining after the 
discharge of, or after making adequate provision for the discharge of. 
the debts, obligations, and liabilities of the corporation must be 
distributed to the shareholders in accordance with subsection 4 of section 
10-19.1-92. 
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SECfiON 42. AMENDMENT. Subsection 1 of section 10-19.1-110 ofthe 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

1. When a notice of intent to dissolve has been ft!ed with the secretary of 
state, the corporation may give notice of the filing to each creditor of 
and claimant against the corporation known or unknown, present or 
future, and contingent or noncontingent. If notice to creditors and 
claimants is given, it must be given by publishing the notice once each 
week for four successive weeks in an official newspaper, as defmed in 
chapter 46-06, in the county or counties where the registered office and 
the principal executive office of the corporation are located and by 
giving written notice to known creditors and claimants pursuant to 
subsection ~ 21 of section 10-19.1-01. 

SECfiON 43. AMENDMENT. Section 10-19.1-115 of the 1993 
Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

10-19.1-115. Involuntary dissolution. 

1. A court may grant any equitable relief it deems just and reasonable in 
the circumstances or may dissolve a corporation and liquidate its assets 
and business: 

a. In a supervised voluntary dissolution pursuant to section 
10-19.1-114; 

b. In an action by a shareholder when it is established that: 

(l) The directors or the persons having the authority otherwise 
vested in the board are deadlocked in the management of the 
corporate affairs and the shareholders are unable to break the 
deadlock; 

(2) The directors or those in control of the corporation have 
acted fraudulently; or illegally; er itt tt l'ftftftftet' ttftfairl' 
prejttaieittl toward one or more shareholders in their 
capacities as shareholders; or directors; or as officers; or lltt 

employees of a closely held corporation; 

(3) The directors or those in control of the corporation have 
acted in a marmer unfairly prejudicial toward one or more 
shareholders in their capacities as shareholders or directors of 
a corporation that is not a publicly held corporation or as 
officers or employees of a closely held corporation; 

ffi The shareholders of the corporation are so divided in voting 
power that, for a period that includes the time when two 
consecutive regular meetings were held, they have failed to 
elect successors to directors whose terms have expired or 
would have expired upon the election and qualification of 
their successors; 

f4t ill The corporate assets are being misapplied or wasted; or 
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f§t ill The period of duration as provided in the articles has expired 
and has not been extended as provided in section 10-19.1-124. 

c. In an action by a creditor when: 

(1) The claim of the creditor has been reduced to judgment and 
an execution thereon has been returned unsatisfied; or 

(2) The corporation has admitted in writing that the claim of the 
creditor is due and owing and it is established that the 
corporation is unable to pay its debts in the ordinary course 
of business; or 

d. In an action by the attorney general to dissolve the corporation in 
accordance with section 10-19.1-118 when it is established that a 
decree of dissolution is appropriate. 

2. In determining whether to order equitable relief or dissolution, the court 
shall take into consideration the fmancial condition of the corporation 
but may not refuse to order equitable relief or dissolution solely on the 
ground that the corporation has accumulated or current operating 
profits. 

3. In an action under subdivision b of subsection 1 involving a 
corporation that is not a publicly held corporation at the time the action 
is commenced and in which one or more of the circumstances described 
in that subdivision is established, the court, upon motion of a 
corporation or a shareholder or beneficial owner of shares of the 
corporation, may order the sale by a plaintiff or a defendant of all 
shares of the corporation held by the plaintiff or defendant to either the 
corporation or the moving shareholders, whichever is specified in the 
motion, if the court determines in its discretion that an order would be 
fair and equitable to all parties under the circumstances of the case. 

!!.! The purchase price of any shares so sold must be the fair value of 
the shares as of the date of the commencement of the action or as 
of another date found equitable by the court. However, if the 
shares in question are then subject to sale and purchase pursuant to 
the bylaws of the corporation, a shareholder control agreement, the 
terms of the shares, or otherwise, the court shall order the sale for 
the price and on the terms as set forth, unless the court determines 
that the price or terms are unreasonable under all the circumstances 
of the case. 

!!:. Within five days after the entry of the order, the corporation shall 
provide each selling shareholder or beneficial owner with the 
information it is required to provide under subsection 6 of section 
10-19.1-88. 

~ If the parties are unable to agree on fair value within forty days of 
entry of the order, the court shall determine the fair value of the 
shares under the provisions of subsection 10 of section 10-19.1-88 
and may allow interest or costs as provided in subsections 1 and 11 
of section 10-19.1-88. 
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~ The purchase price must be paid in one or more installments as 
agreed on by the parties, or, if no agreement can be reached within 
forty days of entry of the order, as ordered by the court. Upon 
entry of an order for the sale of shares under this subsection and 
provided that the corporation or the moving shareholders post a 
bond in adequate amount with sufficient sureties or otherwise satisfy 
the court that the full purchase price of the shares, plus any 
additional costs, expenses, and fees as may be awarded, will be paid 
when due and payable, the selling shareholders shall no longer have 
any rights or status as shareholders, officers, or directors, except the 
right to receive the fair value of their shares plus such other 
amounts as may be awarded. 

!, In determining whether to order equitable relief or dissolution, the court 
shall take into consideration the duty which all shareholders in a closely 
held corporation owe one another to act in an honest, fair, and 
reasonable manner in the operation of the corporation and the 
reasonable expectations of the shareholders as they exist at the inception 
and develop during the course of the shareholders' relationship with the 
corporation and with each other. For purposes of this section, any 
written agreement, including an employment agreement and a buy-sell 
agreement, between or among shareholders or between or among one or 
more shareholders and the corporation is presumed to reflect the parties' 
reasonable expectation concerning the matters dealt with in the 
agreement. 

4T ~ In deciding whether to order dissolution, the court shall consider 
whether lesser relief suggested by one or more parties, such as any form 
of equitable relief, a buyout, or a partial liquidation, would be adequate 
to permanently relieve the circumstances established under subdivision b 
or c of subsection 1. Lesser relief may be ordered in any case where it 
would be appropriate under all the facts and circumstances of the case. 

§-:. §_,_ If the court fmds that a party to a proceeding brought under this section 
has acted arbitrarily, vexatiously, or otherwise not in good faith, it may 
in its discretion award reasonable expenses, including attorneys' fees and 
disbursements, to any of the other parties. 

&... L_ Proceedings under this section must be brought in a court within the 
county in which the registered office of the corporation is located. It is 
not necessary to make shareholders parties to the action or proceeding 
unless relief is sought against them personally. 

SECTION 44. AMENDMENT. Section 10-19.1-129 of the North Dakota 
Century Code is amended and reenacted as follows: 

10-19.1-129. Service of process on corporation and nonresident directors. 

I. The registered agent must be an agent of the corporation and any 
nonresident director upon whom any process, notice, or demand 
required or permitted by law to be served on the corporation or director 
may be served. Acceptance of a directorship includes the appointment 
of the secretary of state as an agent for personal service of legal process, 
notice, or demand. 
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2. A process, notice, or demand required or permitted by law to be served 
upon a corporation may be served either upon the registered agent of 
the corporation, or upon an officer of the corporation, or upon the 
secretary of state as provided in this section. 

3. If neither the corporation's registered agent nor an officer of the 
corporation can be found at the registered office, or if a corporation fails 
to maintain a registered agent in this state and an officer of the 
corporation cannot be found at the registered office, then the secretary of 
state is the agent of the corporation upon whom the process, notice, or 
demand may be served. The return of the sheriff, or the affidavit of a 
person who is not a party, that no registered agent or officer can be 
found at the registered office must be provided to the secretary of state. 
Service on the secretary of state of any process, notice, or demand is 
deemed personal service upon the corporation and must be made by 
filing with the secretary of state an original and two copies of the 
process, notice, or demand, along with the fees provided in chapter 
10-23. The secretary of state shall immediately forward, by registered 
mail, addressed to the corporation at its registered office, a copy of the 
process, notice, or demand. Service on the secretary of state is 
returnable in not less than thirty days notwithstanding a shorter period 
specified in the process, notice, or demand. 

4. Process, notice, or demand may be served on a dissolved corporation as 
provided in this subsection. The court shall determine if service is 
proper. If a corporation has voluntarily dissolved or a court has entered 
a decree of dissolution, service may be made according to subsection 2 
so long as claims are not fmally barred under section 10-19.1-124. If a 
corporation has been involuntarily dissolved pursuant to section 
10-19.1-02.2, service may be made according to subsection 2. 

~ A record of all processes, notices, and demands served upon the 
secretary of state under this section, including the date of service and the 
action taken with reference to it must be maintained in the office of the 
secretary of state. 

§,. §..:. Nothing in this section limits the right to serve any process, notice, or 
demand required or permitted by law to be served upon a corporation in 
any other manner permitted by law. 

46 SECfiON 45. AMENDMENT. Section 10-23-01 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

I 0-23-01. Annual report of domestic and foreign corporations. Each domestic 
corporation, and each foreign corporation authorized to transact business in this 
state, shall ftle, within the time prescribed by sections 10-23-02 and 10-23-03, an 
annual report setting forth: 

1. The name of the corporation and the state or country under the laws of 
which it is incorporated. 

46 Section 10-23-01 was also amended by section 2 of Senate Bill No. 2349, 
chapter 1 0 1. 
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2. The address of the registered office of the corporation in this state, the 
name of its registered agent in this state at that address, and the address 
of its principal office. 

3. A brief statement of the character of the business in which the 
corporation is actually engaged in this state. 

4. The names and respective addresses of the directors and officers of the 
corporation. 

5. A statement of the aggregate number of shares which the corporation 
has authority to issue, itemized by classes, par value of shares, shares 
without par value, and series, if any, within a class. 

6. A statement of the aggregate number of issued shares, itemized by 
classes, par value of shares, shares without par value, and series, if any, 
within a class. 

7. A statement, expressed in dollars, of the amount of stated capital of the 
corporation. #Stated capital' means, at any particular time, the sum of 
the following: 

a. The par value of all shares of the corporation having a par value, 
which have been issued. 

b. The amount of the consideration received by the corporation for all 
shares of the corporation without par value, which have been 
issued, except such part of the consideration thereof as may have 
been allocated to capital surplus in a manner permitted by law. 

c. Such amounts not included in subdivisions a and b as have been 
transferred to stated capital of the corporation, whether upon the 
issue of shares as a share dividend or otherwise, minus all 
reductions from such sum as have been effected in a manner 
permitted by law. Irrespective of the manner of designation thereof 
by the laws under which a foreign corporation is organized, the 
stated capital of a foreign corporation must be determined on the 
same basis and in the same manner as the stated capital of a 
domestic corporation, for the purpose of computing fees and other 
charges imposed by chapters 10-19.1 through 10-23. 

8. A statement, expressed in dollars, of the value of all the property owned 
by the corporation, wherever located, and the value of the property of 
the corporation located within this state, and a statement, expressed in 
dollars, of the gross amount of business transacted by the corporation 
for the twelve months ending on the thirty-flrst day of December 
preceding the date herein provided for the filing of the annual report and 
the gross amount thereof transacted by the corporation at or from places 
of business in this state. If, on the thirty-ftrst day of December preceding 
the time herein provided for the filing of such report, the corporation 
had not been in existence for a period of twelve months, or, in the case 
of a foreign corporation, had not been authorized to transact business in 
this state for a period of twelve months, the statement with respect to 
business transacted must be furnished for the period between the date of 
incorporation or the date of its authorization to transact business in this 
state, as the case may be, and such thirty-frrst day of December. 



316 Chapter 103 Corporations 

9. Stieft Any additional information as may be necessary or appropriate in 
order to enable the secretary of state to determine and assess the proper 
amount of fees payable by !ttteft the corporation. 

Such annual report must be made on forms prescribed and furnished by the 
secretary of state, and the information therein contained must be given as of the date 
of the execution of the report, except as to the information required by 
subsections 7, 8, and 9 which must be given as of the close of business on the 
thirty-ftrst day of December next preceding the date herein provided for the filing of 
such report, or, in the alternative, data of the ftscal year ending next preceding this 
report may be used. It must be signed as prescribed in subsection ~ 35 of section 
10-19.1-01 or, if the corporation is in the hands of a receiver or trustee, it must be 
executed on behalf of the corporation. The secretary of state may destroy all the 
annual reports provided for in this section after they have been on ftle for six years. 

47 SECTION 46. AMENDMENT. Section 10-32-02 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

10-32-02. Definitions. For the purposes of this chapter, unless the language 
or context clearly indicates that a different meaning is intended: 

47 

1. • Acquiring organization• means the foreign or domestic limited liability 
company or foreign or domestic corporation that acquires in an 
exchange the shares of a domestic or foreign corporation or the 
membership interests of a limited liability company. 

2. • Address• means mailing address, including a zip code. In the case of a 
registered office or principal executive office, the term means the mailing 
address and the actual office location which may not be a post-office 
box. 

3. • Agreement to give transfer consent• means a member-control 
agreement under section 10-32-50, or a part of a member-control 
agreement, under which the members agree in advance to give any 
consent referred to in subsection 2 of section 10-32-32. 

4. • Articles' or *articles of organization• means: 

a. In the case of a limited liability company organized under this 
chapter, articles of organization, articles of amendment. a statement 
of change of registered office, registered agent. or name of registered 
agent. a statement establishing or ftxing the rights and preferences 
of a class or series of membership interests, articles of merger, 
articles of abandonment, and articles of termination. 

b. In the case of a foreign limited liability company, the term includes 
all documents serving a similar function required to be ftled with the 
secretary of state or other state office of the limited liability 
company's state of organization. 

Section 10-32-02 was also amended by section 26 of Senate Bill No. 2344, 
chapter 55. 
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5. 'Board' or Hboard of governors· means the board of governors of a 
limited liability company. 

6. 'Board member' means: 

a. An individual serving on the board of governors in the case of a 
limited liability company; and 

b. An individual serving on the board of directors in the case of a 
corporation. 

7. 'Business continuation agreement• means a member-control agreement 
under section 10-32-50, or a part of a member-control agreement, made 
after the limited liability company has incurred an event of dissolution, 
under which the members: 

a. Agree that. despite any dissolution, winding up and termination of 
the limited liability company as a legal entity, its business will be 
continued in a successor organization through a merger, transfer of 
assets, transfer of membership interests, or otherwise; and 

b. Specify the terms and conditions under which the business 
continuation will occur. 

8. ·aass·. when used with reference to membership interests, means a 
category of membership interests which differs in one or more rights or 
preferences from another category of membership interests of the limited 
liability company. 

9. ·aosely held limited liability company• means a limited liability 
company that does not have more than thirty-five members. 

10. 'Constituent organization• means a limited liability company or a 
domestic or foreign corporation that is a party to a merger or an 
exchange. 

11. 'Contribution agreement• means an agreement between a person and a 
limited liability company under which: 

a. The person agrees to make a contribution in the future; and 

b. The limited liability company agrees that. at the time specified for 
the contribution in the future, the limited liability company will 
accept the contribution and reflect the contribution in the required 
records. 

12. 'Contribution allowance agreementH means an agreement between a 
person and a limited liability company under which: 

a. The person has the right, but not the obligation, to make a 
contribution in the future; and 

b. The limited liability company agrees that, if the person makes the 
specified contribution at the time specified in the future, the limited 
liability company will accept the contribution and reflect the 
contribution in the required records. 
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13. 'Dissolution' means that the limited liability company has incurred an 
event under subsection 1 of section 10-32-109, subject only to sections 
10-32-116 and 10-32-124, that obligates the limited liability company to 
wind up its affairs and to terminate its existence as a legal entity. 

14. 'Dissolution avoidance consent' means the consent of all remaining 
members: 

a. Given, as provided in subdivision e of subsection 1 of section 
10-32-109, after the occurrence of any event that terminates the 
continued membership of a member in the limited liability 
company; and 

b. That the limited liability company must be continued as a legal 
entity without dissolution. 

15. 'Distribution· means a direct or indirect transfer of money or other 
property, other than its own membership interests, with or without 
consideration, or an incurrence or issuance of indebtedness, by a limited 
liability company to any of its members in respect of membership 
interests. A distribution may be in the form of an interim distribution or 
a termination distribution, or as consideration for the purchase, 
redemption, or other acquisition of its membership interests, or 
otherwise. 

16. 'Domestic corporation· means a corporation other than a foreign 
corporation organized for profit and incorporated under or governed by 
chapter 10-19.1. 

!L "Filed with the secretary of state' means that a signed original of a 
document together with the fees provided in section 10-32-150, has been 
delivered to the secretary of state and has been determined by the 
secretary of state to conform to law. The secretary of state shall endorse 
on the original the word 'Filed' and the month, day, and year of filing, 
and record the document in the office of the secretary of state. 

i-iLr l!L.. "Financial rights' means a member's rights: 

a. To share in profits and losses as provided in section 10-32-36; 

b. To share in distributions as provided in section 10-32-60; 

c. To receive interim distributions as provided in section 10-32-61; and 

d. To receive termination distributions as provided in subdivision c of 
subsection 1 ofsection 10-32-131. 

.!i,_ 'Foreign corporation· means a corporation organized for profit that is 
incorporated under laws other than the laws of this state for a purpose 
or purposes for which a corporation may be incorporated under chapter 
10-19.1. 

~ fl!.:. 'Foreign limited liability company• means a limited liability company 
organized for profit which is organized under laws other than the laws of 
this state for a purpose or purposes for which a limited liability company 
may be organized under this chapter. 
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-Hh- fl.:. 'Good faith' means honesty in fact in the conduct of the act or 
transaction concerned. 

~ IT.:. 'Governance rights' means all of a member's rights as a member in the 
limited liability company other than financial rights and the right to 
assign fmancial rights. 

a. The board of governors in the case of a limited liability company; 
and 

b. The board of directors in the case of a corporation. 

~ f.!:. *Governor• means an individual serving on the board of governors. 

~ ~ *Intentionally' means that the person referred to either has a purpose to 
do or fail to do the act or cause the result specifted or believes that the 
act or failure to act. if successful, will cause that result A person 
*intentionally* violates a statute if the person intentionally does the act or 
causes the result prohibited by the statute, or if the person intentionally 
fails to do the act or cause the result required by the statute, even though 
the person may not know of the existence or constitutionality of the 
statute or the scope or meaning of the terms used in the statute. 

~ ~ 'Knows· or has *knowledge• means the person has actual knowledge of 
a fact A person does not 'know or have "knowledge• of a fact merely 
because the person has reason to know of the fact 

~ 'll...:.. *Legal representative· means a person empowered to act for another 
person, including an agent. manager, officer, partner, or associate of an 
organization; a trustee of a trust; a personal representative; an executor 
of a will; an administrator of an estate; a trustee in bankruptcy; and a 
receiver, guardian, custodian, or conservator of the person or estate of a 
person. 

~ f..!L. *Limited liability company• means a limited liability company, other 
than a foreign limited liability company, organized under this chapter. 

~ f.i:. "Manager• means a person elected, appointed, or otherwise designated 
as a manager by the board of governors, and any other person 
considered elected as a manager pursuant to section 10-32-92. 

~ ~ "Member" means a person reflected in the required records of a limited 
liability company as the owner of some governance rights of a 
membership interest of the limited liability company. 

~ ll..:. *Membership interest• means a member's interest in a limited liability 
company consisting of a member's fmancial rights, a member's right to 
assign fmancial rights as provided in section 10-32-31, a member's 
governance rights, and a member's right to assign governance rights as 
provided in section 10-32-32. 

d-&T & "Notice· is given by a member of a limited liability company to the 
limited liability company or a manager of a limited liability company 
when in writing and mailed or delivered to the limited liability company 
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or the manager at the registered office or principal executive office of the 
limited liability company. 

a. In all other cases, notice is given to a person: 

(1) When mailed to the person at an address designated by the 
person or at the last known address of the person; 

(2) When handed to the person; or 

(3) When left at the office of the person with a clerk or other 
person in charge of the office; or 

(a) If there is no one in charge, when left in a conspicuous 
place in the office; or 

(b) If the office is closed or the person to be notified has no 
office, when left at the dwelling house or usual place of 
abode of the person with some person of suitable age 
and discretion who is residing there. 

b. Notice by mail is given when deposited in the United States mail 
with sufficient postage affixed. 

c. Notice is considered received when it is given. 

iH-:- ~ "Operating agreement' means rules, resolutions, or other provisions that: 

a. Relate to the management of the business or the regulation of the 
affairs of the limited liability company; and 

b. Have been made expressly part of the operating agreement by the 
action, taken from time to time under section 10-32-69, by the 
board of governors or the members. 

~ & "Organization· means a domestic or foreign limited liability company, 
corporation, partnership, limited partnership, joint venture, association, 
business trust, estate, trust, enterprise, and any other legal or commercial 
entity. 

a. Members in the case of a limited liability company; and 

b. Shareholders in the case of a corporation. 

~ ~ 'Ownership interests" means: 

a. Membership interests in the case of a limited liability company; and 

b. Shares in the case of a corporation. 

~ ll..:. 'Parent' of a specified limited liability company means a limited liability 
company or corporation that directly; or indirectly thrett~ reltMee 
ltmttee ~ eempaflies M eerperatierts, owns more than ftfty percent 
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of the voting power of the membership interests entitled to vote for 
governors of the specified limited liability company. 

~ •Person· includes an individual and an organization. 

~ ~ 'Pertains· means a contribution 'pertains·: 

a. To a particular series when the contribution is made in return for a 
membership interest in that particular series. 

b. To a particular class when the class has no series and the 
contribution is made in return for a membership interest in the 
class. 

A contribution that pertains to a series does not pertain to the class of 
which the series is a part. 

~ ~ •Principal executive office· means an office where the elected or 
appointed president of the limited liability company has an office. If the 
limited liability company has no elected or appointed president, 
'principal executive office• means the registered office of the limited 
liability company. 

~ 4G. 'Registered office· means the place in this state designated in the articles 
of organization as the registered office of the limited liability company. 

4&T iL. 'Related ~ ~ eemJ'!tfiY organization· of a specified limited 
liability company means a parent or subsidiary of the specified limited 
liability company or another subsidiary of a parent of the specified 
limited liability company. 

4+-.- .1£:. ·Required records* are those records required to be maintained under 
section 10-32-51. 

42-:- ~ *Security* has the meaning given it in subsection 13 of section 10-04-02. 

4aT 44. *Series· means a category of membership interests, within a class of 
membership interests, that has some of the same rights and preferences 
as other membership interests within the same class, but that differ in 
one or more rights and preferences from another category of 
membership interests within that class. 

44-r 11:_ *Signed' means that the signature of a person has been placed on a 
document, as provided in subsection 39 of section 41-01-11, and, with 
respect to a document required by this chapter to be flied with the 
secretary of state, means that the document has been signed by a person 
authorized to do so by this chapter, the articles of organization or 
operating agreement or a resolution approved by the affirmative vote of 
the required proportion or number of governors or the required 
proportion of the voting power of membership interests present and 
entitled to vote. A signature on a document not required by this chapter 
to be flied with the secretary of state may be a facsimile affixed, 
engraved, printed, placed, stamped with indelible ink, or in any other 
manner reproduced on the document. 

~ ~ *Subsidiary* of a specified limited liability company means: 
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a. A limited liability company having more than ftfty percent of the 
voting power of its membership interests entitled to vote for 
governors owned directly; or indirectly l:Mettgh ~ limttee 
~ e61'Hf'Mttes 6t' e61'f'61'ftb61'!:S, by the specified limited liability 
company; or 

b. A corporation having more than ftfty percent of the voting power of 
its shares entitled to vote for directors owned directly; or indirectly 
I:Mett!;h ~ limttee ~ e61'Hf'Mlies 6t' e61'f'61'ftb61'!:S, by the 
specified limited liability company. 

46-T !Z..:. "Successor organization· means an organization that, pursuant to a 
business continuation agreement or an order of the court under 
subsection 6 of section 10-32-119, continues the business of the dissolved 
and terminated limited liability company. 

4h i!L.. "Surviving organization" means the foreign or domestic limited liability 
company or domestic or foreign corporation resulting from a merger. 

4BT ~ "Termination" means the end of a limited liability company's existence 
as a legal entity and occurs when a notice of termination is: 

a. Filed with the secretary of state under section 10-32-117 together 
with the fees provided in section 10-32-150; or 

b. Is considered flled with the secretary of state under subdivision c of 
subsection 2 of section 10-32-106 together with the fees provided in 
section 10-32-150. 

4Q.r se. "Vote" includes authorization by written action. 

~ .ll.:_ "Winding up" means the period triggered by dissolution during which the 
limited liability company ceases to carry on its business, except to the 
extent necessary for concluding its affairs, and disposes of its assets 
under section 10-32-131. 

~ & "Written action" means a written document signed by all of the persons 
required to take the action described. The term also means the 
counterparts of a written document signed by any of the persons taking 
the action described. Each counterpart constitutes the action of the 
persons signing it, and all the counterparts, taken together, constitute one 
written action by all of the persons signing them. 

SECTION 47. AMENDMENT. Subsections 1 and 2 of section 10-32-07 of 
the 1993 Supplement to the North Dakota Century Code are amended and 
reenacted as follows: 

1. The articles of organization must contain: 

a. The name of the limited liability company; 

b. The address of the principal executive office; 

c. The address of the registered office of the limited liability company 
and the name of its registered agent at that address; 



Corporations Chapter 103 323 

d. The name and address of each organizer; 

e. :ffte A statement stating in years that the limited period of existence 
for the limited liability company; wftieft must be a period of thirty 
years or less from the date the articles of organization are ftled with 
the secretary of state, unless the articles of organization expressly 
authorize a longer period of duration; 

f. A statement as to whether upon the occurrence of any event under 
subdivision e of subsection 1 of section 10-32-109 that terminates 
the continued membership of a member in the limited liability 
company, the remaining members will have the power to avoid 
dissolution by giving dissolution avoidance consent; and 

g. A statement as to whether the members have the power to enter 
into a business continuation agreement. 

2. The following provisions govern a limited liability company unless 
modified in the articles of organization: 

a. A limited liability company has general business purposes (section 
10-32-04); 

b. A limited liability company has certain powers (section 10-32-23); 

c. The power to adopt, amend, or repeal the operating agreement is 
vested in the board of governors (section 10-32-68); 

d. A limited liability company must allow cumulative voting for 
governors (section 10-32-76); 

e. The affirmative vote of a majority of governors present is required 
for an action of the board of governors (section 1 0-32-83); 

f. A written action by the board of governors taken without a meeting 
must be signed by all governors (section 10-32-84); 

g. The board may accept contributions, make contribution 
agreements, and make contribution allowance agreements 
(subsection 1 of section 10-32-56 and sections 10-32-58 and 
10-32-59); 

h. All membership interests are ordinary membership interests entitled 
to vote and are of one class with no series (subdivisions a and b of 
subsection 5 of section 1 0-32-56); 

i. All membership interests have equal rights and preferences in all 
matters not otherwise provided for by the board of governors 
(subdivision b of subsection 5 of section 10-32-56); 

j. The restatement of value of previous contributions is to be 
determined according to a specified process (subsections 3 and 4 of 
section 10-32-57); 

k. A member has certain preemptive rights, unless otherwise provided 
by the board of governors (section 10-32-37); 
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1. The affJl'Tilative vote of the owners of a majority of the voting power 
of the membership interests present and entitled to vote at a duly 
held meeting is required for an action of the members, except where 
this chapter requires the affJl'Tilative vote of a majority of the voting 
power of all membership interests entitled to vote (subsection 1 of 
section 10-32-43); 

m. The voting power of each membership interest is in proportion to 
the value reflected in the required records of the contributions of the 
members (section 10-32-45); 

n. Members share in distributions in proportion to the value reflected 
in the required records of the contributions of members (section 
10-32-60); 

o. Members share profits and losses in proportion to the value 
reflected in the required records of the contributions of members 
(section 10-32-36); 

p. A written action by the members taken without a meeting must be 
signed by all members (section 10-32-43); 

q. Members have no right to receive distributions in kind and the 
limited liability company has only limited rights to make 
distributions in kind (section 10-32-62); Mtd 

r. A member is not subject to expulsion (subsection 2 of section 
10-32-30)1 

~ Unanimous consent is required for the transfer of governance rights 
to a person not already a member (subsection 2 of section 
10-32-32)1 and 

h Unanimous consent is required to avoid dissolution (subdivision e 
of subsection 1 of section 10-32-109). 

SECTION 48. AMENDMENT. Subdivision b of subsection 1 of section 
10-32-10 of the 1993 Supplement to the North Dakota Century Code is amended 
and reenacted as follows: 

b. Must contain the words 'limited liability company', or must contain 
the abbreviation 'L.L.C: or; i:ft ~ eMe ef ftft er~flfl:iEabert f6rfttee 
pttrsttllftt te eftttpter i-9--*-; l'ftttSt eefttf.tHt ~ W6rM • prefessiertal: 
Hmttee ~ eel'ftparty•, er ~ aeere·..tabert ·P.L.C.* or the 
abbreviation *LLC". either of which abbreviation may be used 
interchangeably for all purposes authorized by this chapter 
including real estate matters, contracts, and filings with the secretary 
of state; 

SECTION 49. AMENDMENT. Subsections 5, 7, 12, 14, and 21 of section 
10-32-23 of the 1993 Supplement to the North Dakota Century Code are amended 
and reenacted as follows: 

5. A limited liability company may sell, convey, mortgage, create a security 
interest in, encumber, assign, lease, exchange, transfer, or otherwise 
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dispose of all or any part of its real or personal property, or any interest 
in this property, wherever situated. 

7. A limited liability company may make contracts and incur liabilities, 
borrow money, and secure any of its obligations by mortgage of or 
creation of a security interest in or other encumbrance or assignment of 
all or any of its property, franchises, and income. 

12. A limited liability company may pay pensions, retirement allowances, 
and compensation for past services to and for the benefit of, and 
establish, maintain, continue, and carry out, wholly or partially at the 
expense of the limited liability company, employee or incentive benefit 
plans, trusts, and provisions to or for the benefit of, any or all of its and 
its related ~ ~ eempttmes' organizations' officers, managers, 
directors, governors, employees, and agents and, in the case of a related 
organization that is a limited liability company, members who provide 
services to the limited liability company, and the families, dependents, 
and beneficiaries of any of them. It may indemnify and purchase and 
maintain insurance for and on behalf of a fiduciary of any of these 
employee benefit and incentive plans, trusts, and provisions. 

14. A limited liability company may provide for its benefit life insurance and 
other insurance with respect to the services of any or all of its members, 
managers, governors, employees, and agents, or on the life of a member 
for the purpose of acquiring at the death of the member any or all 
membership interests in the limited liability company owned by the 
member. 

21. A limited liability company may make advances ~ ~ ge'tel"ft6PS, 
rHftfittgers, tttt8 emple)ees tttt8 ~ ef ~ sttesieiflf'ies as provided in 
section 10-32-98. 

SECTION 50. AMENDMENT. Section 10-32-28 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-32-28. Nature of a membership interest and statement of interest owned. 

1. A membership interest is personal property. A member has no interest 
in specific limited liability company property. All property of the limited 
liability company is property of the limited liability company itself. 

2. At the request of any member, the limited liability company shall state in 
writing the particular membership interest owned by that member as of 
the moment the limited liability company makes the statement. The 
statement must describe the member's right to vote, to share in profits 
and losses, and to share in distributions, restrictions on assignments of 
fmancial rights under subsection 3 of section 10-32-31 or governance 
rights under subsection 6 of section 10-32-32. then in effect, as well as 
any assignment of the member's rights then in effect other than a 
security interest. The statement is not a certificated security, is not a 
negotiable instrument, and may not serve as a vehicle by which a 
transfer of any membership interest may be effected. 

3. ~ Notwithstanding any other provision of law, for the purpose of any 
law relating to security interests, a membership interest, governance 
rights, and fmancial rights are each a general intangible, as defmed in 
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section 41-09-06, and not a certificated security f'tftti ~ as defmed in 
subdivision a of subsection 1 of section 41-08-02, an uncertificated 
security as defmed in subdivision b of subsection 1 of section 41-08-02, 
chattel paper as defmed in subdivision b of subsection 1 of section 
41-09-05, an instrument as defmed in subdivision i of subsection 1 of 
section 41-09-05, or an account as defmed in section 41-09-06. 

SECfiON 51. AMENDMENT. Section 10-32-30 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-32-30. Termination of a membership interest. 

1. A member always has the power, though not necessarily the right, to 
terminate its membership by resigning or retiring at any time. A 
member's resignation or retirement, whether rightful or wrongful, causes 
dissolution under subdivision e of subsection 1 of section 10-32-109 
unless dissolution tweietutee ~ t§ eeffiiftee freftt ~ rel'ftainift~ 
l'ftel'fteers is avoided under that subdivision. A member has no power to 
transfer all or part of the member's membership interest, except as 
provided in sections 10-32-31 and 10-32-32. 

2. Unless otherwise provided in the articles of organization, a member may 
not be expelled. 

3. If for any reason the continued membership of a member is terminated 
and: 

a. If dissolution under subdivision e of subsection 1 of section 
10-32-109 is avoided ~6tl~ eisselt:tti6fl: lli6tellftee ~ under 
that subdivision, then the member whose membership has 
terminated loses all governance rights and will be considered merely 
an assignee of the fmancial rights owned before the termination of 
membership; or 

b. If dissolution under subdivision e of subsection 1 of section 
10-32-109 is not avoided thi'ett~ eisseltttiefl: a;eiellfl:ee eet'l:8eM 
under that subdivision, the member whose continued membership 
has terminated retains all governance rights and fmancial rights 
owned before the termination of the membership and may exercise 
those rights through the winding up and termination of the limited 
liability company. 

4. If a member resigns or retires in contravention of the articles of 
organization or a member-control agreement, then: 

a. :ffte If dissolution avoidance consent is obtained, the member who 
has wrongfully resigned or retired is liable te ttB M ~ MheP 
l'ftel'fteers f'tftti to the limited liability company to the extent damaged 
by the wrongful resignation or retirement; and 

b. If dissolution avoidance consent is not obtained bt:H ~ ettsiftess M 
~ ~ ~ e6l'ft!'llfl:) i:§ eefl:tiftttee tlft8ep ll ettsiftess 
eefl:tiftttatiefl: a~eel'ftefl:t, ~ tlftles& etfl:er'W'ise pre;ieee ift ~ 
ettsiftess eefl:tiftttatiefl: ll~reel'ftefl:t. 
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fB ~ memeer whe ftft8 urertgfttHy resigrtea M retiree ftft8 ~ 
rtgM M ~ ~ stteeesser erganii!at:iert ~ fta¥e ~ ¥8hte 
&f ~ resigrtea M retiree memeersbiJ!I itttereM aetel"l'fltnea 8fttl 
~ ift eMftt httt 

~ Itt aseertait:Hrig ~ ¥8hte &f ~ resigrtea M retiree 
memeersfli:J!I irttereM; ~ ¥8hte &f ~ gee8¥oiH &f ~ ettsirtess 
I'HttM rtet ee eertsiaerea section 10-32-131 applies. 

SECfiON 52. AMENDMENT. Section 10-32-31 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-32-31. Assignment of financial rights. 

I. Except as provided in subsection 3, a member's fmancial rights are 
transferable in whole or in part. 

2. An assignment of a member's fmancial rights entitles the assignee to 
receive, to the extent assigned, only the share of profits and losses and 
the distributions to which the assignor would otherwise be entitled. An 
assignment of a member's fmancial rights does not dissolve the limited 
liability company and does not entitle or empower the assignee to 
become a member, to exercise any governance rights, to receive any 
notices from the limited liability company, or to cause dissolution. The 
assignment may not allow the assignee to control the member's exercise 
of governance rights. 

3. A restriction on the assignment of fmancial rights may be imposed in the 
articles, in the operating agreement, by a resolution adopted by the 
members, or by an agreement among or other written action by 
members or among them and the limited liability company. A 
restriction is not binding with respect to fmancial rights reflected in the 
required records before the adoption of the restriction, unless the owners 
of those fmancial rights are parties to the agreement or voted in favor of 
the restriction. 

4. t\ Subject to subsection 5, a written restriction on the assignment of 
fmancial rights that is not manifestly unreasonable under the 
circumstances and is noted conspicuously in the required records may be 
enforced against the owner of the restricted fmancial rights or a 
successor or transferee of the owner, including a pledgee or a legal 
representative. Unless noted conspicuously in the required records, a 
restriction, even though permitted by this section, is ineffective against a 
person without knowledge of the restriction. 

~ With regard to restrictions on the assignment of fmancial rights, a would 
be assignee of fmancial rights is entitled to rely on a statement of 
membership interest issued by the limited liability company under section 
10-32-28. A restriction on the assignment of fmancial rights, which is 
otherwise valid and in effect at the time of the issuance of a statement of 
membership interest but which is not reflected in that statement, is 
ineffective against an assignee who takes an assignment in reliance on 
the statement. 

2:. Notwithstanding any provision of law, articles of organization, 
member-control agreement, operating agreement, other agreement, 
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resolution, or action to the contrary, a security interest in a member's 
fmancial rights may be foreclosed and otherwise enforced, and a secured 
party may assign a member's financial rights in accordance with title 41 
without the consent or approval of a member whose financial rights are 
subject to the security interest. 

SECTION 53. AMENDMENT. Section 10-32-32 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-32-32. Assignment of a complete membership interest and of governance 
rights coupled with an assignment of financial rights. 

1. A !'He!'Hher ~ ~ l:he !'He!'Hher'~ fttH !'He!'Hher~mp ifttereM eftly e,. 
a~~i~g aH 6f l:he !'He!'Hher'~ ge•errtartee rigM! eet~plee ~ tt 
sifflt~l~rteet:l~ as~igt'l1'8eflt te l:he MK'fle assigrtee 6f aH l:he !'He!'Hher' ~ 
finarteial ~ A member's governance rights are assignable, in whole 
or in part, only as provided in this section. 

2. Subject to subsection 6, a member may, without the consent of any 
other member, assign governance rights, in whole or in part, to another 
person already a member at the time of the assignment. Any other 
assignment of any governance rights is effective only if all the members, 
other than the member seeking to make the assignment, approve the 
assignment by unanimous written consent, unless the articles of 
organization provide for written consent by fewer than all members. 
Subject to subsection 6, a member may grant a security interest in a 
complete membership interest or governance rights without obtaining the 
consent required by this subsection. However, a secured party may not 
take or assign ownership of governance rights without first obtaining the 
consent required by this subsection. If a secured party has a security 
interest in both a member's fmancial rights and governance rights, 
including a security interest in a complete membership interest, this 
subsection's requirement that the secured party obtain consent applies 
only to taking or assigning ownership of the governance rights and does 
not apply to taking or assigning ownership of the fmancial rights. 

3. When an assignment of governance rights eet:tple8 ~ ftftttrteial: rigM! is 
effective under subsection 2: 

a. =Hte If the assignment is not a security interest. the assignee 
becomes a member, if not already a member; and 

b. If the assignor does not retain any governance rights, the assignor 
ceases to be a member, and the t:lrtttrti!'Het:l~ written consent required 
under subsection 2, also constitutes the dissolution avoidance 
consent necessary to avoid dissolution that would otherwise ensue 
under subdivision e of subsection l of section 10-32-109 on 
account of the assignor ceasing to be a member if the consent 
required to avoid dissolution is not greater than the consent 
required under subsection 2. 

4. When an assignment other than a security interest is effective under 
subsection 2, unless the written consent under subsection 2 otherwise 
provides: 
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a. The assignee is liable fet. ftft1 in proportion to the interest assigned 
for the obligations of the assignor under section 10-32-56, including 
liability for unperformed promises that have been reflected as 
contributions in the required records, and section 10-32-65 existing 
at the time of transfer, except to the extent that, at the time the 
assignee became a member, the liability was unknown to the 
assignee, and could not be ascertained from the required records; 
and 

b. The assignor is not released from liability to the limited liability 
company for obligations of the assignor existing at the time of 
transfer under sections 10-32-56 and 10-32-65. 

5. If any purported or attempted assignment of governance rights is 
ineffective for failure to obtain the consent required in subsection 2: 

a. The purported or attempted assignment is ineffective in its entirety; 
and 

b. Any assignment of fmancial rights that accompanied the purported 
or attempted assignment of governance rights is void. 

6. Restrictions on the transfer of governance rights may be imposed 
following the same procedures and under the same conditions as stated 
in subsections 3 and 4 of section 10-32-31 for restricting the transfer of 
fmancial rights. 

1. Notwithstanding any provision of law, articles of organization, 
member-control agreement, operating agreement, other agreement, 
resolution, or action to the contrary, a security interest in a member's 
full membership interest or governance rights may be foreclosed and 
otherwise enforced, and a secured party may assign a member's 
complete membership interest or governance rights in accordance with 
title 41. all without the consent or approval of the member whose full 
membership interest or governance rights are the subject of the security 
interest. 

SECfiON 54. AMENDMENT. Section 10-32-33 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

l 0-32-33. Effective date of assignments. Any permissible assignment of 
fmancial rights under section 10-32-31 ftfWi or of governance rights eettl'lee wit:ft 
f.inftfteiftl ~ or a complete membership interest under section 10-32-32 will be 
effective as to and binding on the limited liability company only when the assignee's 
name, address, and the nature and extent of the assignment are reflected in the 
required records of the limited liability company, except that a permissible and 
otherwise valid security interest in a complete membership interest, fmancial rights, 
or governance rights will be effective as to and binding on the limited liability 
company as provided in title 41 whether or not the information about the secured 
party or the permissible and otherwise valid security interest is reflected in the 
required records of the limited liability company. 

SECfiON SS. AMENDMENT. Subsection 2 of section 10-32-35 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 
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2. If an event referred to in subsection 1 causes the termination of a 
member's membership interest and the rel'ftaffitft~ l'ftel'fteers ~ 
dissolution 8 • eieMtee eett!teffl is avoided under subdivision e of 
subsection 1 of section 10-32-109, then: 

a. As provided in subsection 3 of section 10-32-30, the terminated 
member's interest will be considered to be merely that of an 
assignee of the fmancial rights owned before the termination of 
membership; and 

b. The rights to be exercised by the legal representative of the 
terminated member will be limited accordingly. 

SECTION 56. AMENDMENT. Subdivision d of subsection 1 of section 
10-32-50 of the 1993 Supplement to the North Dakota Century Code is amended 
and reenacted as follows: 

d. A member-control agreement may include a business continuation 
agreement only if the articles of organization grant the members the 
power to enter into business continuation agreements and only if 
entered into after the limited liability company has incurred an 
event of dissolution. 

SECTION 57. AMENDMENT. Subdivision b of subsection 1 of section 
10-32-51 of the 1993 Supplement to the North Dakota Century Code is amended 
and reenacted as follows: 

b. A current list of the full name and last-known business, residence, 
or mailing address of each assignee of fmancial rights other than a 
secured party and a description of the rights assigned; 

SECTION 58. AMENDMENT. Subsection 4 of section 10-32-64 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

4. Indebtedness of a limited liability company incurred or issued in a 
distribution in accordance with this section to a member who as a result 
of the transaction is no longer a member is on a parity with the 
indebtedness of the limited liability company to its general unsecured 
creditors, except to the extent subordinated, agreed to, or secured by a 
pledge of any assets of the limited liability company or a related !iftHtee 
~ e8l'Hf'8ft) organization, or subject to any other agreement 
between the limited liability company and the member. 

SECTION 59. AMENDMENT. Section 10-32-88 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-32-88. Managers. =Ffte l'ft8ft8~ers ef 8 ,1limited liability company must 
consist of 8 f'Pesieeftt, one or more individuals exercising the functions of the offices, 
however designated, of president and treasurer and may have one or more vice 
presidents att fft81 ee f'Peserieee ift the 8f'eP8tm~ a~eel'fteftt; and a secretary, ttMl 8 

tre8sttrer, ettelt ef wheftt fftt1M ee e1eetee e,. the 6ettr8 ttt 9tleft time ttMl ift 9tleft 
Pft8ftfte!' as may be provided in the operating agreement. 

SECTION 60. AMENDMENT. Section 10-32-89 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 
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10-32-89. Duties of managers and agents. Ali l'ftltfta~ers 8ft& ~ ef ~ 
~ ~ e8l'ftJ'8ft,, M eeN;eert tftel'ft8ehes 8ft&~ !il'ftitee ~ e&l'Hf'llft'Y• 
fte¥e 8t:teft attdterity 8ft& fftt:tM l'etfarm 8t:teft ~ ift ~ l'ftltfta~el'ftertt f!lf ~ l:imttee 
~ e&l'ftJ'MtY M fft8Y' he f'P8 riliea ift ~ &J'eratift~ a~eel'ftertt; M' M fft8Y' he 
fietel"ftli1otefi "" reseltttieft fflf ~ eeare ftM ifteertsisteftt wHft ~ 8f'ePatift~ a~eel'ftertt • 

.L Unless the articles of organization or the operating agreement provides 
otherwise, the president shall: 

~ Have general active management for the business of the limited 
liability company; 

!!.: When present, preside at all meetings of the board of governors and 
of the members; 

£: See that all orders and resolutions of the board of governors are 
carried into effect; 

~ Sign and deliver in the name of the limited liability company any 
deeds, mortgages, bonds, contracts, or other instruments pertaining 
to the business of the limited liability company, except in cases in 
which the authority to sign and deliver is required by law to be 
exercised by another person or is expressly delegated by the articles 
or operating agreement or the board of governors to some other 
manager or agent of the limited liability company; 

!'h Maintain records of and, whenever necessary, certify all proceedings 
of the board of governors and members; and 

f:. Perform other duties prescribed by the board of governors. 

b Unless the articles of organization or the operating agreement provides 
otherwise, the treasurer shall: 

~ Keep accurate fmancial records for the limited liability company; 

!!.: Deposit all money, drafts, and checks in the name of and to the 
credit of the limited liability company in the banks and depositories 
designated by the board of governors; 

£: Endorse for deposit all notes, checks, and drafts received by the 
limited liability company as ordered by the board of governors. 
making proper vouchers for them; 

~ Disburse limited liability company funds and issue checks and 
drafts in the name of the limited liability company, as ordered by 
the board of governors; 

!'h Give to the president and the board of governors, whenever 
requested, an account of all transactions by the treasurer and of the 
fmancial condition of the limited liability company; and 

f:. Perform other duties prescribed by the board of governors or by the 
president. 
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J.., Any other managers and agents of the limited liability company, as 
between themselves and the limited liability company, have the authority 
and shall perform the duties in the management of the limited liability 
company as may be provided in the articles of organization or the 
operating agreement, or as may be determined by resolution of the 
board not inconsistent with the articles of organization or the operating 
agreement. 

SECTION 61. AMENDMENT. Subsection 1 of section 10-32-97 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

1. A limited liability company may lend money to, guarantee an obligation 
of, become a surety for, or otherwise fmancially assist a person, if the 
transaction, or a class of transactions to which the transaction belongs, is 
approved by the affirmative vote of a majority of the governors present 
and: 

a. Is in the usual and regular course of business of the limited liability 
company; 

b. Is with, or for the benefit of, a related IHHitee ~ e6Hlf'MiY 
organization, an organization in which the limited liability company 
has a fmancial interest, an organization with which the limited 
liability company has a business relationship, or an organization to 
which the limited liability company has the power to make 
donations; 

c. Is with, or for the benefit of, a member who provides services to the 
limited liability company, or a manager or other employee of the 
limited liability company or a subsidiary, including a member, 
manager 1 or employee who is a governor of the limited liability 
company or a subsidiary, and may reasonably be expected, in the 
judgment of the board of governors, to benefit the limited liability 
company; or 

d. Has been approved by the owners of two-thirds of the voting power 
of persons other than the interested person or persons. 

SECTION 62. AMENDMENT. Section 10-32-98 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-32-98. Advances. A limited liability company may, without a vote of the 
governors or its members, advance money to its members who provide services, 
governors, managers, or employees to cover expenses that can reasonably be 
anticipated to be incurred by them in the performance of their duties and for which 
they would be entitled to reimbursement in the absence of an advance. 

SECTION 63. AMENDMENT. Subsection 1 of section 10-32-99 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

1. For purposes of this section: 

a. "Limited liability company• includes a domestic or foreign limited 
liability company that was the predecessor of the limited liability 
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company referred to in this section in a merger or other transaction 
in which the predecessor's existence ceased upon consummation of 
the transaction. 

b. 'Official capacity' means: 

(1) With respect to a governor, the position of governor in a 
limited liability company; 

(2) With respect to a person other than a governor, the elective 
or appointive office or position held by a manager, member 
of a committee of the board of governors, the employment 
relationship undertaken by an employee, M agent of the 
limited liability company. or the scope of the services 
provided by members of the limited liability company who 
provide services to the limited liability company; and 

(3) With respect to a governor, manager, member, employee, or 
agent of the limited liability company who, while a governor, 
manager, member, or employee of the limited liability 
company, is or was serving at the request of the limited 
liability company or whose duties in that position involve or 
involved service as a governor, director, manager, officer, 
member, partner, trustee, employee, or agent of another 
organization or employee benefit plan, the position of that 
person as a governor, director, manager, officer, member, 
partner, trustee, employee, or agent, as the case may be, of 
the other organization or employee benefit plan. 

c. 'Proceeding' means a threatened, pending, or completed civil, 
criminal, administrative, arbitration, or investigative proceeding, 
including a proceeding by or in the right of the limited liability 
company. 

d. 'Special legal counsel' means counsel who has not represented the 
limited liability company or a related l:imiteti ~ eeml'MY 
organization, or a governor, manager, member of a committee of 
the board of governors, employee, or agent whose indemnification 
is in issue. 

SECfiON 64. AMENDMENT. Subsections 1 and 3 of section 10-32-108 
of the 1993 Supplement to the North Dakota Century Code are amended and 
reenacted as follows: 

1. A limited liability company, by affirmative vote of a majority of the 
governors present, may sell, lease, transfer, or otherwise dispose of all or 
substantially all of its property and assets in the usual and regular course 
of its business and grant a mortgage of or security interest in and 
otherwise encumber and assign for purposes of security all or 
substantially all of its property and assets whether or not in the usual 
and regular course of its business, upon those terms and conditions and 
for those considerations, which may be money, securities, or other 
instruments for the payment of money or other property, as the board of 
governors considers expedient, in which case no member approval is 
required. 
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3. Confirmatory deeds, assignments, or similar instruments to evidence a 
sale, lease, transfer, or other disposition may be signed and delivered at 
any time in the name of the transferor by its current managers or 
authorized agents, or, if the limited liability company no longer exists, by 
its last managers. 

SECTION 65. AMENDMENT. Section 10-32-109 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-32-109. Methods of dissolution. 

1. A limited liability company dissolves upon the occurrence of any of the 
following events: 

a. When the period ftxed in the articles of organization for the 
duration of the limited liability company expires; 

b. By order of a court pursuant to sections 10-32-119 and 10-32-122; 

c. By action of the organizers pursuant to section 10-32-llO; 

d. By action of the members pursuant to section 10-32-111; or 

e. Upon the occurrence of an event that terminates the continued 
membership of a member in the limited liability company, 
including: 

(1) Death of any member; 

(2) Retirement of any member; 

(3) Resignation of any member; 

(4) Redemption of a member's complete membership interest; 

(5) Assignment of a member's governance rights under section 
10-32-32 which leaves the assignor with no governance rights; 

(6) A buyout of a member's membership interest under section 
10-32-119 that leaves that member with no governance rights; 

(7) Expulsion of any member; 

(8) Bankruptcy of any member; 

(9) Dissolution of any member; 

(10) A merger in which the limited liability company is not the 
surviving organization; 

(11) An exchange in which the limited liability company is not the 
acquiring organization; or 

(12) The occurrence of any other event that terminates the 
continued membership of a member in the limited liability 
company~ 
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Ilewe;er, but the limited liability company is not dissolved and is not 
required to be wound up by reason of any event that terminates the 
continued membership of a member if efl:heto;. 

@} Either there are at least two remaining members or a 
new member is admitted as provided in section 
10-32-06; and t:fte 

.(Q) The existence and business of the limited liability 
company is continued either by the consent of all 
remaining members under a right to ~ ~ consent 
stated in the articles of organization and the consent is 
obtained no later than ninety days after the termination 
of the continued membership, or under a separate right 
to continue stated in the articles of organization. 

2. A limited liability company dissolved by one of the dissolution events 
specified in subsection I must be wound up and terminated under the 
following dissolution provisions: 

a. When a limited liability company is dissolved under subdivision a 
of subsection 1 by reason of the· expiration of its limited period of 
duration, the limited liability company must be wound up and 
terminated under sections 10-32-112 through 10-32-115 and sections 
10-32-117, 10-32-118, and 10-32-131; 

b. When a limited liability company is dissolved under subdivision b 
of subsection 1 by reason of a court order, the limited liability 
company must be wound up and terminated under sections 
10-32-119 through 10-32-126; 

c. When a limited liability company is dissolved under subdivision c 
of subsection 1 by its organizers, the limited liability company must 
be wound up and terminated under section 10-32-110 and sections 
10-32-112 through 10-32-118; 

d. When a limited liability company is dissolved under subdivision d 
of subsection 1 by its members, the limited liability company must 
be wound up and terminated under sections 10-32-111 through 
10-32-118 and section 10-32-131; and 

e. When a limited liability company is dissolved under subdivision e 
of subsection 1 by reason of a termination of the continued 
membership of a member, the limited liability company must be 
wound up and terminated under sections 10-32-112 through 
10-32-115 and sections 10-32-117, 10-32-118, and 10-32-131. 

I: Notwithstanding any provision of law, articles of organization, 
member-control agreement, operating agreement, other agreement, 
resolution, or action to the contrary, a limited liability company is not 
dissolved and is not required to be wound up upon the granting of a 
security interest in a member's membership interest, governance rights or 
fmancial rights, or upon the foreclosure or other enforcement of a 
security interest in a member's fmancial rights, or upon the secured 
party's assignment, acceptance, or retention of a member's fmancial 
rights in accordance with title 41. 
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SECTION 66. AMENDMENT. Subsection 1 of section 10-32-112 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

1. If dissolution of the limited liability company is approved pursuant to 
subsection 2 of section 10-32-111, or it occurs under subdivision a or e 
of subsection 1 of section 10-32-109, the limited liability company shall 
fl.le with the secretary of state, together with the fees provided in section 
10-32-150, a notice of dissolution. The notice must contain: 

a. The name of the limited liability company; and 

b. If the dissolution: 

(1) Is approved pursuant to subsection 2 of section 10-32-111, 
the date and place of the meeting at which the dissolution was 
approved and a statement that the requisite vote of the 
members was received, or that members validly took action 
without a meeting; and 

(2) Occurs under subdivision a of subsection 1 of section 
10-32-109 by the expiration of the limited liability company's 
duration, a statement of the expiration date; or 

(3) Occurs under subdivision e of subsection 1 of section 
10-32-109 by the termination of a membership interest of a 
member, a statement that the continued membership of a 
member has terminated and the date of that termination. 

SECTION 67. AMENDMENT. Subsection 1 of section 10-32-114 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

1. When a notice of dissolution has been filed with the secretary of state, 
and the business of the limited liability company is not to be wound up 
and terminated by merging the dissolved limited liability company into a 
successor organization under subsection 3 of section 10-32-112, then the 
limited liability company may give notice of the filing to each creditor of 
and claimant against the limited liability company known or unknown, 
present or future, and contingent or noncontingent. If notice to creditors 
and claimants is given, it must be given by publishing the notice once 
each week for four successive weeks in an official newspaper as defined 
in chapter 46-06 in the county or counties where the registered office and 
the principal executive office of the limited liability company are located 
and by giving written notice to known creditors and claimants pursuant 
to subsection :H- 32 of section 10-32-02. 

SECTION 68. AMENDMENT. Section 10-32-131 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

1 0-32-131. Disposition of assets upon dissolution. 

1. &eept Subject to subsection 4, except when the business of a dissolved 
limited liability company is being continued under subsection 2 or when 
the dissolved limited liability company is being wound up and terminated 
under subsection 3 of section 10-32-112, the assets of the dissolved 
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limited liability company must be disposed of to satisfY liabilities 
according to the following priorities: 

a. To creditors, including members who are creditors, to the extent 
otherwise permitted by law, in satisfaction of liabilities of the limited 
liability company other than liabilities for interim distributions to 
members under section 10-32-61 or termination distributions under 
section 10-32-60; 

b. Unless otherwise provided in the articles of organization, to 
members and former members of the limited liability company in 
satisfaction of liabilities for distributions under section 10-32-60 or 
10-32-61; and 

c. Unless otherwise provided in the articles of organization, to 
members ftrst for a return of their contributions, as restated from 
time to time under section 10-32-57, and secondly respecting their 
membership interests in the proportions in which the members 
share in distributions. 

A, lifflttee ~ eetnpttl'!:' ffttlY' e4f8ef f:tftY ~ et:te tt memeer t:tftMp 
~ 9tleseetiel'!: by- f:lftY l!fl'16tll'!:t ewee te ~ lifflttee ~ eempMt, by­
~ memeer ftfttl by- ~ ttfl'!:6t11'!:t 6f 6ttmttges, if f:lftY; st1Kere6 by- ~ 
lifflttee ~ eempttl'!:' M tt rest:Ht 6f t:ftl!t memeer's hretteft 6f tt 
melfther eentrel ttgreement. 

2. If a business continuation agreement exists, then after dissolution the 
board of governors shall resolve to implement the business continuation 
agreement and the assets of the dissolved limited liability company must 
be disposed of according to that agreement, except: 

a. Members and former members have dissenters' rights as provided 
in sections 10-32-54 and 10-32-55, but: 

(l) No dissenters' rights exist if the business of the dissolved 
limited liability company is being continued pursuant to a 
business continuation agreement made after the dissolution; 
and 

(2) Any dissenters' rights that do exist are limited by st1eseetieft 
subsections 3 and 4. 

b. If the business of the dissolved limited liability company is being 
continued, but not through a merger under subsection 3 of section 
10-32-112, the dissolved limited liability company shall comply with 
either section 10-32-114 or 10-32-115. 

3. If a person has agreed in a business continuation agreement to waive 
dissenters' rights and nonetheless asserts dissenters' rights under 
subsection 2: 

a. Those rights must be honored; but 

b. Unless the business continuation agreement provides otherwise, 
including providing for installment payments: 
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(1) In determining the fair value of the membership interest. the 
value of the goodwill of the business of the dissolved limited 
liability company must not be considered; and 

(2) The payment due the dissenter is subject to an offset equal to: 

(a) Any amount owed to the limited liability company by 
the member; 

(b) The amount of damages, if any, suffered by the limited 
liability company as a result of the dissenter's breach of 
the business continuation agreement; and 

(c) The amount of other damages, if any, stta"eree ey f:he 
~ ~ eernpft8~ ft!t ft rest:tH &f ft81 Meftelt ey 
f:he eisseftter &f ft81 6i:fte!' ffteffteer eefttrel e~eeffteftt M' 

J'ftt't &f ft fftenteer eerttrel egreefftertt provided for in 
subsection 4. 

4. A member who wrongfully resigns or retires is liable to the limited 
liability company for any damages caused by the member's wrongful 
resignation or retirement. Any member who breaches a member-control 
agreement is liable to the limited liability company for any damages 
caused by the breach. Any payment due a member under this section, 
including payments to dissenters due to winding up merger under 
subsection 3 of section 10-32-112, is subject to offset of these damages. 

SECTION 69. AMENDMENT. Section 10-32-136 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-32-136. Name. A foreign limited liability company may apply for a 
certificate of authority under any name that would be available to a domestic limited 
liability company, whether or not the name is the name under which it is authorized 
in its jurisdiction of organization. A trade name must be registered as provided in 
chapter 47-25 when applying for the certificate of authority under a name other than 
the name as authorized in the jurisdiction of origin. 

SECTION 70. AMENDMENT. Subsection 1 of section 10-32-138 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

1. An applicant for the certificate shall flle with the secretary of state ~ 
certificate of status from the flling office in the jurisdiction in which the 
foreign limited liability company is organized and an application 
executed by an authorized person and setting forth: 

a. The name of the foreign limited liability company and, if different, 
the name under which it proposes to transact business in this state; 

b. The jurisdiction of its organization; 

c. The name and business address of the proposed registered agent in 
this state, which agent must be an individual resident of this state, a 
domestic corporation, or a foreign corporation having a place of 
business in, and authorized to do business in, this state; ftl't8 
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d. The address of the principal executive office of the foreign limited 
liability company; and 

~ The date the foreign limited liability company expires in the 
jurisdiction of its organization. 

SECTION 71. AMENDMENT. Section 10-32-140 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-32-140. Amendments to the certificate of authority. If any statement in 
the application for a certificate of authority by a foreign limited liability company 
was false when made or any arrangements or other facts described have changed, 
making the application inaccurate in any respect, ifteltteittg ettt Het ~ te ft 

~ ift a,e ftftffte et' ~ ef a,e registeree ttge!tt rettttiree te be fftamteiftee e,. 
seetieft 19 32 141, the foreign limited liability company shall promptly me with the 
secretary of state an afftettefftettt te a,e eerti8eate ef atttfierity, e~eetttee e,. ftft 

atttfieri:!!ee ~ eel'f'eetiftg a,e stfttefftettt application for an amended certificate of 
authority executed by an authorized person correcting the statement and in the case 
of a change in its name, a certificate to that effect authenticated by the proper officer 
of the state or country under the laws of which the foreign limited liability company 
is organized. In the case of a termination or merger, a foreign limited liability 
company that is not the surviving organization need not me an application for an 
amended certificate of authority but shall promptly file with the secretary of state a 
certificate to that effect authenticated by the proper officer of the state or country 
under the laws of which the foreign limited liability company is organized. 

SECTION 72. AMENDMENT. Section 10-32-143 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

I 0-32-143. Certificate of withdrawal . 

.L A foreign limited liability company authorized to transact business in this 
state may withdraw from this state upon procuring from the secretary of 
state a certificate of withdrawal. In order to procure the certificate, the 
foreign limited liability company shall me with the secretary of state an 
application for withdrawal, together with the fees provided in section 
10-32-150, which must set forth: 

~ ~ The name of the limited liability company and the state or country 
under the laws of which it is organized; 

~ b. That the limited liability company is not transacting business in this 
state; 

a,. f.:. That the limited liability company surrenders its authority to 
transact business in this state; 

4T !!..:. That the limited liability company revokes the authority of its 
registered agent in this state to accept service of process and 
consents to that service of process on the limited liability company 
by service upon the secretary of state in any action, suit, or 
proceeding based upon any cause of action arising in this state 
during the time the limited liability company was authorized to 
transact business in this state; and 
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§... ~ A post-office address to which a person may mail a copy of any 
process against the limited liability company. 

b The filing with the secretary of state of a certificate of termination, or a 
certificate of merger if the limited liability company is not the surviving 
organization, from the proper officer of the state or country under the 
laws of which the limited liability company is organized constitutes a 
valid application of withdrawal and the authority of the limited liability 
company to transact business in this state shall cease upon filing of the 
certificate. 

SECTION 73. AMENDMENT. Subsection 2 of section 10-32-144 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

2. No certificate of authority of a foreign limited liability company may be 
revoked by the secretary of state unless: 

a. The secretary has given the foreign limited liability company not 
less than sixty days' notice by mail addressed to its registered office 
in this state or, if the foreign limited liability company fails to 
appoint and maintain a registered agent in this state, addressed to 
~ its principal executive office rettttiretl te ee maiftffi:iftetl f'l:tPSttftftt 
te seet:ieft l 9 32 12; and 

b. During the sixty-day period, the foreign limited liability company 
has failed to fl.l.e the report of change regarding the registered agent, 
to fl.l.e any amendment, or to correct the misrepresentation. 

SECTION 74. AMENDMENT. Subsections 1, 2, and 3 of section 
10-32-149 of the 1993 Supplement to the North Dakota Century Code are amended 
and reenacted as follows: 

1. Each limited liability company, and each foreign limited liability 
company authorized to transact business in this state, shall fl.l.e, within 
the time prescribed by subsection 3, an annual report setting forth: 

a. The name of the limited liability company and the state or country 
under the laws of which it is organized. 

b. The address of the registered office of the limited liability company 
in this state, the name of its registered agent in this state at that 
address, and the address of its principal executive office. 

c. A brief statement of the character of the business in which the 
limited liability company is actually engaged in this state. 

d. The names and respective addresses of the managers and governors 
of the limited liability company or the names and respective 
addresses of at least two members of the limited liability company. 

2. The annual report must be submitted on forms prescribed by the 
secretary of state. The information provided must be given as of the 
date of the execution of the report. The annual report must be signed as 
prescribed in subsection ~ 46 of section 10-32-02, or if the limited 
liability company is in the hands of a receiver or trustee, it must be 
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signed on behalf of the limited liability company by the receiver or 
trustee. The secretary of state may destroy all annual reports provided 
for in this section after they have been on me for six years. 

3. The annual report of a limited liability company or foreign limited 
liability company must be reeei • etl ey delivered to the secretary of state 
ett er before November AAeefttfl sixteenth of each year, except that the 
first annual report of a limited liability company or foreign limited 
liability company must be reeei.etl ett er delivered before November 
AAeefttlt sixteenth of the year following the calendar year in which the 
certificate of organization or certificate of authority was issued by the 
secretary of state. An annual report in a sealed envelope postmarked by 
the United States postal service before November sixteenth, or an annual 
report in a sealed packet with a verified shipment date by any other 
carrier service before November sixteenth, is in compliance with this 
requirement. The secretary of state must me the report if the report 
conforms to the requirements of subsection 2. If the report does not 
conform, it must be returned to the limited liability company for any 
necessary corrections. If the report is filed before the deadlines 
prescribed in this subsection, penalties for the failure to me a report 
within the time provided do not apply, if a report is corrected to 
conform to the requirements of subsection 2 and returned to the 
secretary of state within thirty days after the annual report was returned 
by the secretary of state for correction. The secretary of state may 
extend the annual filing date of any limited liability company or foreign 
limited liability company, if a written application for an extension is 
reeei;eti ett er delivered before November AAeeftth sixteenth. 

SECTION 75. AMENDMENT. Subsection 3 of section 40-57.1-04.4 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

3. If the project operator is a corporation or a limited liability company, 
any of its officers, governors, or managers charged with the 
responsibility for making either property, income, sales, or use tax 
returns and payments are subject to the provisions of subsections 1 and 
2 with respect to all state or local tax liens of record for property, 
income, sales, or use taxes for which the individual is personally liable. 
If the project operator is a partnership, each general partner is subject to 
the provisions of subsections 1 and 2 with respect to all state or local tax 
liens of record for property, income, sales, or use taxes for which the 
individual is personally liable. 

SECTION 76. AMENDMENT. Section 57-38-60.2 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-60.2. Governor and manager liability. If a limited liability company is 
an employer and fails for any reason to ftle the required returns or to pay the tax 
due, the governor or manager, jointly or severally, charged with the responsibility of 
the preparation of such returns and payments, is personally liable for such failure. 
The dissolution of a limited liability company does not discharge a governor's or 
manager's liability for a prior failure of the limited liability company to ftle a return 
or remit the tax due. The taxes, penalty, and interest may be assessed and collected 
pursuant to the provisions of this chapter. 
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SECTION 77. AMENDMENT. Section 57-39.2-18.1 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-39.2-18.1. Corporate officer and limited liability company governor or 
manager liability. If a corporation or limited liability company holding a permit 
issued pursuant to the provisions of this chapter fails for any reason to ftle the 
required returns or to pay the tax due, any of its officers, governors, or managers 
having control, or supervision of, or charged with the responsibility for making such 
returns and payments shall be personally liable for such failure. The dissolution of a 
corporation or limited liability company shall not discharge an officer's, governor's, 
or manager's liability for a prior failure of the corporation or limited liability 
company to make a return or remit the tax due. The sum due for such a liability 
may be assessed and collected pursuant to the provisions of this chapter for the 
assessment and collection of other liabilities. 

SECTION 78. AMENDMENT. Section 57-43.1-17.3 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-43.1-17.3. Governor and manager liability. If a limited liability company 
~ ftft efftf'leyer ftfHl holding a license issued under this chapter fails for any reason to 
ftle the required returns or to pay the taxes due under this chapter, the governor or 
manager, jointly or severally charged with the responsibility of supervising the 
preparation of such returns and payments, is personally liable for such failure. The 
dissolution of a limited liability company does not discharge a governor's or 
manager's liability for a prior failure of the limited liability company to file a return 
or remit the tax due. The taxes, penalty, and interest may be assessed and collected 
under the provisions of this chapter. 

SECTION 79. AMENDMENT. Section 57-43.2-16.2 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-43.2-16.2. Governor and manager liability. If a limited liability company 
~ ftft efftf'leyer ftfHl holding a license issued under this chapter fails for any reason to 
ftle the required returns or to pay the taxes due under this chapter, the governor or 
manager, jointly or severally charged with the responsibility of supervising the 
preparation of such returns and payments, is personally liable for such failure. The 
dissolution of a limited liability company does not discharge a governor's or 
manager's liability for a prior failure of the limited liability company to ftle a return 
or remit the tax due. The taxes, penalty, and interest may be assessed and collected 
pursuant to the provisions of this chapter. 

48 SECTION 80. REPEAL. Section 1-01-28 of the North Dakota Century 
Code is repealed. 

SECTION 81. EMERGENCY. This Act is declared to be an emergency 
measure. 

Approved April 11, 1995 
Filed April 12, 1995 

48 Section 1-01-28 was also repealed by section 30 of Senate Bill No. 2344, 
chapter 55. 
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CHAPTER 104 

HOUSE BILL NO. 1319 
(Representatives Wardner, Olson) 

(Senator Goetz) 

ARTICLES OF INCORPORATION CONTENTS 

AN ACT to amend and reenact subsection 1 of section 10-19.1-10 and section 
10-19.1-12 of the North Dakota Century Code, relating to the contents of 
articles of incorporation and the effective date of incorporation. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

49 SECTION I. AJ'\1ENDMENT. Subsection 1 of section 10-19.1-10 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

I. The articles of incorporation must contain: 

a. The name of the corporation. 

b. The address of the registered office of the corporation and the name 
of its registered agent, at that address. 

c. The aggregate number of shares that the corporation has authority 
to issue. 

d. The name and address of each incorporator. 

~ The effective date of the corporation if a later date than that on 
which the certificate of incorporation is issued by the secretary of 
state. A later effective date may not be later than ninety days after 
the date on which the certificate of incorporation is issued. 

SECTION 2. AMENDMENT. Section 10-19.1-12 of the North Dakota 
Century Code is amended and reenacted as follows: 

10-19.1-12. Effective date of incorporation. The corporate existence begins 
upon the issuance of the certificate of incorporation or at a later date as specified in 
the articles of incorporation. The certificate of incorporation is conclusive evidence 
that all conditions precedent and required to be performed by the incorporators have 
been performed and that the corporation has been incorporated under this chapter, 
except as against this state in a proceeding to cancel or revoke the certificate of 
incorporation or for involuntary dissolution of the corporation. 

Approved March 6, 1995 
Filed March 6, 1995 

49 Section 10-19.1-10 was also amended by section 5 of Senate Bill No. 2343, 
chapter 103. 
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CHAPTER 105 

HOUSE BILL NO. 1332 
(Representative Froseth) 

NONPROFIT CORPORATION ANNUAL REPORTS 

AN ACT to create and enact a new section to chapter 10-28 of the North Dakota 
Century Code, relating to annual reports for nonprofit corporations; to 
amend and reenact sections 10-24-09, 10-27-09, and subsection 15 of section 
10-28-01 of the North Dakota Century Code, relating to registered agents of 
North Dakota nonprofit corporations and change of fees paid by nonprofit 
corporations for annual reports; and to provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION I. AMENDMENT. Section 10-24-09 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

10-24-09. Change or establishment of registered office or registered agent. A 
corporation may change or establish its registered office or registered agent upon 
filing in the office of the secretary of state a statement setting forth: 

1. The name of the corporation. 

2. If the address of its registered office is to be changed or established, the 
address to which the registered office is to be changed or established. 

3. If its registered agent is to be changed or established, the name of its 
successor or established registered agent. 

4. That the address of its registered office and the address of the office of 
its registered agent, as changed or established will be identical. 

5. That the change or establishment was authorized by resolution duly 
adopted by its board of directors. 

The statement must be executed by an officer of the corporation and 
delivered to the secretary of state with proof of the registered agent's consent if the 
registered agent is changed or established. If the secretary of state fmds that the 
statement conforms to the provisions of chapters 10-24 through 10-28, the secretary 
of state shall ftle the statement and upon such filing the change or establishment of 
address of the registered office or the appointment of a new registered agent becomes 
effective. 

The fee prescribed in chapter 10-28 for change of registered office must be 
refunded when in the secretary of state's opinion a change of address of registered 
office results from rezoning or postal reassignment. 

Any registered agent of a corporation may resign as agent upon filing a 
written notice with the secretary of state, who shall forthwith mail a copy to the 
corporation at the last known address. The appointment of the agent shall terminate 
thirty days after receipt of the notice by the secretary of state. 
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SECTION 2. AMENDMENT. Section 10-27-09 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

10-27-09. Change or establishment of registered office or registered agent of 
foreign corporation. A foreign corporation authorized to conduct affairs in this state 
may change or establish its registered office or its registered agent upon filing in the 
office of the secretary of state a statement setting forth: 

1. The name of the corporation. 

2. If the address of its registered office is to be changed or established, the 
address to which the registered office is to be changed or established. 

3. If its registered agent is to be changed or established, the name of its 
successor or established registered agent. 

4. That the address of its registered office and the address of the office of 
its registered agent, as changed or established, will be identical. 

5. That the change or establishment was authorized by resolution duly 
adopted by its board of directors. 

The statement must be executed by an officer of the corporation and 
delivered to the secretary of state with proof of the registered agent's consent if the 
registered agent is changed or established. If the secretary of state fmds that the 
statement conforms to the provisions of this chapter, the secretary of state shall ftle 
the statement and upon filing the change or establishment of address of the 
registered office or the appointment of a new registered agent becomes effective. 

The fee prescribed in chapter 10-28 for change of registered office must be 
refunded when in the secretary of state's opinion a change of address of registered 
office results from rezoning or postal reassignment. 

Any registered agent in this state appointed by a foreign corporation may 
resign by filing a written notice with the secretary of state who shall forthwith mail a 
copy to the foreign corporation at its principal office. The appointment of the 
registered agent shall terminate thirty days after receipt of the notice by the secretary 
of state. 

SECTION 3. AMENDMENT. Subsection 15 of section 10-28-01 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

15. Filing any other statement or annual report of a domestic or foreign 
corporation, tweM:f ten dollars. 

SECTION 4. A new section to chapter 10-28 of the North Dakota Century 
Code is created and enacted as follows: 

10-28-02.1. Annual report of nonprofit corporation and foreign nonprofit 
corporation - Involuntary dissolution - Revocation . 

.L Each nonprofit corporation and each foreign nonprofit corporation 
authorized to conduct affairs in this state shall ftle, within the time 
prescribed by subsection 3, an annual report setting forth: 
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~ The name of the nonprofit corporation or foreign nonprofit 
corporation and the state or country under the laws of which it is 
organized. 

Q, The address of the registered office of the nonprofit corporation or 
foreign nonprofit corporation in this state, the name of its registered 
agent in this state at that address, and the address of its principal 
executive office. 

~ A brief statement describing the purpose that the nonprofit 
corporation or foreign nonprofit corporation actually pursues in this 
state. 

4:. The names and addresses of the officers and directors of the 
nonprofit corporation or foreign nonprofit corporation. 

~ The federal tax code by which its tax exemption is recognized, if 
any. 

b The annual report must be submitted on forms prescribed by the 
secretary of state. The information provided must be given as of the 
date of the execution of the report. The annual report must be signed by 
a person authorized to do so by chapters 10-24 through 10-28, the 
articles or bylaws, or a resolution approved by the affirmative vote of the 
required proportion or number of the directors or members entitled to 
vote. If the nonprofit corporation or foreign nonprofit corporation is in 
the hands of a receiver or trustee, it must be signed by the receiver or 
trustee on behalf of the nonprofit corporation or foreign nonprofit 
corporation. The secretary of state may destroy all annual reports 
provided for in this section after they have been on me for six years. 

,1 The annual report must be delivered to the secretary of state on or 
before February first of each year, except that the first annual report of 
a nonprofit corporation or foreign nonprofit corporation must be 
delivered to the secretary of state on or before February first of the year 
following the calendar year in which the certificate of incorporation or 
certificate of authority was issued by the secretary of state. An annual 
report in a sealed envelope postmarked by the United States postal 
service on or before February first, or an annual report in a sealed 
packet with a verified shipment date by any other carrier service on or 
before February first, must be deemed compliance with this requirement. 
The secretary of state must ftle the report if the report conforms to the 
requirements of subsection 2. If the report does not conform, it must be 
returned to the nonprofit corporation or foreign nonprofit corporation 
for any necessary corrections. If the report is flied before the deadlines 
prescribed in this subsection, penalties for failure to me a report within 
the time provided do not apply if a report is corrected to conform to the 
requirements of subsection 2 and returned to the secretary of state 
within thirty days after the annual report was returned by the secretary 
of state for correction. The secretary of state may extend the annual 
filing date of any nonprofit corporation or foreign nonprofit corporation 
if a written application for an extension is received on or before 
February first. 

!,. Each nonprofit corporation or foreign nonprofit corporation that fails or 
refuses to flle its annual report for any year within the time prescribed by 
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subsection 3 must pay an additional fee of five dollars. A nonprofit 
corporation that fails to ftle its annual report, along with the statutory 
filing and penalty fees, within one year after February first, ceases to 
exist and is considered involuntarily dissolved by operation of law. The 
secretary of state shall revoke the certificate of authority to conduct 
affairs of any foreign nonprofit corporation that fails to fJ.le its annual 
report, along with the statutory filing and penalty fees within one year 
after February first. The secretary of state's determination that a 
certificate of authority must be revoked under this section is fmal. 

~ After the date established under subsection 3, the secretary of state shall 
notifY any nonprofit corporation or foreign nonprofit corporation failing 
to me its annual report that its certificate of incorporation or certificate 
of authority is not in good standing and that it may be dissolved or 
revoked pursuant to subsection 4. The secretary of state shall mail the 
notice to the last registered agent at the last registered office of record. If 
the nonprofit corporation or foreign nonprofit corporation fJ.les its 
annual report after the notice is mailed, together with the annual report 
filing fee as prescribed by section 10-28-01 and the late filing penalty fee 
as prescribed by subsection 4, the secretary of state shall restore its 
certificate of incorporation or certificate of authority to good standing. 

~ A nonprofit corporation that does not me its annual report, along with 
the statutory filing and penalty fees, within one year after the date 
established in subsection 3, ceases to exist and is considered 
involuntarily dissolved by operation of law. The secretary of state shall 
note the dissolution of the nonprofit corporation's certificate of 
incorporation on the records of the secretary of state and shall give 
notice of the action to the dissolved nonprofit corporation. Notice by 
the secretary of state must be mailed to the last registered agent at the 
last registered office of record. 

1. A foreign nonprofit corporation that does not me its annual report, 
along with the statutory filing and penalty fees, within one year after the 
date established by subsection 3, forfeits its authority to conduct affairs 
in North Dakota. The secretary of state shall note the revocation of the 
foreign nonprofit corporation's certificate of authority on the records of 
the secretary of state and shall give notice of the action to the foreign 
nonprofit corporation. Notice by the secretary of state must be mailed 
to the foreign nonprofit corporation's last registered agent at the last 
registered office of record. 

~ A nonprofit corporation that was dissolved for failure to ftle an annual 
report, or a foreign nonprofit corporation whose authority was forfeited 
by failure to ftle an annual report, may be reinstated by filing a past-due 
report, together with the statutory filing and penalty fees for an annual 
report and a forty dollar fee. The fees must be paid and the report fJ.led 
within one year following the involuntary dissolution or revocation. 
Reinstatement under this section does not affect the rights or liability for 
the time from the termination or revocation to the reinstatement 

SECfiON S. EFFECTIVE DATE. Sections 3 and 4 of this Act become 
effective on January I, 1997. 

Approved March 24, 1995 
Filed March 27, 1995 
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CHAPTER 106 

HOUSE BILL NO. 1328 
(Representatives Froseth, Galvin, Coats) 

(Senator O'Connell) 

Corporations 

NONPROFIT CORPORATION MERGER WITH 
FOREIGN CORPORATION 

AN ACf to create and enact section 10-25-06.1 of the North Dakota Century Code, 
relating to the merger of North Dakota nonprofit corporations with foreign 
nonprofit corporations. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION l. Section 10-25-06.1 of the North Dakota Century Code is 
created and enacted as follows: 

10-25-06.1. Merger with foreign nonprofit corporation. 

1. A nonprofit corporation may merge with a foreign nonprofit corporation 
by following the procedures in this section. 

2. Each nonprofit corporation shall comply with sections 10-25-01 through 
10-25-06.1 with respect to the merger and each foreign nonprofit 
corporation shall comply with the applicable laws under which it was 
incorporated or by which it is governed. 

3. If the surviving corporation in a merger will be a nonprofit corporation, 
it shall comply with this chapter. 

4. If the surviving corporation in a merger will be a foreign nonprofit 
corporation and will conduct affairs in this state, it shall comply with the 
provision of chapter 10-27 with respect to foreign corporations. 

5. In every case the surviving corporation shall flle with the secretary of 
state: 

a. An agreement that it may be served with process in this state in a 
proceeding for the enforcement of an obligation of a constituent 
corporation; and 

b. An irrevocable appointment of the secretary of state as its agent to 
accept service of process in any proceeding and an address to which 
process may be forwarded. 

Approved March 24, 1995 
Filed March 27, 1995 
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CHAPTER 107 

HOUSE BILL NO. 1145 
(Industry, Business and Labor Committee) 

(At the request of the Bank of North Dakota) 

MYRON G. NELSON FUND CONVERSION AND 
OPERATION 

349 

AN ACT to create and enact two new sections to chapter 10-30.2 of the North 
Dakota Century Code, relating to the conversion of the operations and 
resources of the Myron G. Nelson Fund, Incorporated, to a small business 
investment corporation; to amend and reenact sections 6-03-38, 7-02-10, 
10-04-05, 10-04-06, subsection 2 of section 10-30.2-01, sections 10-30.2-07, 
10-30.2-11, 10-30.2-12, 10-30.2-13.1, 10-30.2-14, 26.1-05-19, subdivision p of 
subsection 1 of section 57-38-01.2, and subdivision h of subsection 1 of 
section 57-38-01.3 of the North Dakota Century Code, relating to reporting 
requirements and tax credits and permitting investment in the Myron G. 
Nelson Fund, Incorporated, and a small business investment company; and 
to repeal chapter 6-09.2 and sections 10-30.2-02, 10-30.2-03, 10-30.2-04, 
10-30.2-05, 10-30.2-06, 10-30.2-08, 10-30.2-09, and 10-30.2-10 of the North 
Dakota Century Code, relating to industrial development bonds and the 
creation and operation of the Myron G. Nelson Fund, Incorporated. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 6-03-38 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

6-63-38. Assets not to be used in other business - Exceptions - Penalty. No 
bank, except as otherwise authorized in this title, may employ its money or other 
assets as principal, directly or indirectly, in trade or commerce, nor may it employ or 
invest any of its assets or funds in the stock of any corporation, limited liability 
company, bank, partnership, flnn, or association. However, a state bank may, to 
the extent that banks subject to the laws of the federal government are permitted to 
do so, ptt:reltese ~ eefftl'fteft Meelt ef My:r6ft G. ~ Ftttte; lneerpe:retee, 
pttrsttllftt te seettMt Hl 38.2: 84, e:r purchase shares of stocks, or any other type of 
securities offered by small business investment companies organized and licensed 
under Public Law No. 85-699, known as the Small Business Investment Company 
Act of 1958 [72 Stat. 689; 15 U.S.C. 661 et seq.), and the Small Business Equity 
Enhancement Act of 1992 [Pub. L. 102-366; 106 Stat. 1007-1020; 15 U.S.C. 661 
et seq.], and any amendments thereto, or chapter 10-30, but in no event may any 
state bank hold securities of small business investment companies in an amount 
aggregating more than two percent of the bank's capital and surplus, nor in 
speculative margins of stock, bonds, grain, provisions, produce, or other 
commodities, except that it is lawful for a bank to make advances for grain or other 
products in store or in transit to market, and to invest in stocks of subsidiary 
corporations, when the activities of such corporations are incidental to banking 
activities, with the speciflc approval of the state banking board for each such 
subsidiary. The state banking board has the same power to make rules for the 
subsidiary corporations, and to examine its records and affairs, as it has for other 
financial corporations under section 6-01-04. If the state banking board determines 
that such investments would be detrimental to the interests of a bank's depositors, it 
may direct the bank to divest itself of such subsidiary investments. In addition, the 
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state banking board has power to authorize state banks to engage in any banking 
activity in which such banks could engage were they operated as national banks at 
the time such authority is granted, notwithstanding any restriction elsewhere 
contained in this code. Any officer, director, or employee of any bank who invests 
or uses its funds contrary to this title is guilty of a class A misdemeanor. 

SECTION 2. AMENDMENT. Section 7-02-10 of the North Dakota 
Century Code is amended and reenacted as follows: 

7-02-10. Power to make limited investments in certain securities. A building 
and loan association has the power to invest not to exceed in the aggregate twenty 
percent of its assets in the following securities: 

1. In commercial paper due in not more than one year from the date of the 
loan; 

2. In first lien public utility, industrial, or equipment trust bonds; and 

3. In first mortgage real estate bonds where the total issue thereof does not 
exceed fifty percent of the value of the property; ftftti 

+. lft ~ eeftlftt6ft ~ ef ~ G. ~ ~ lrteet ,sereted, 
,Stlrehes ed fStiPStlllftt te !tlettett 19 3 9. 2 9 4. 

SECTION 3. AMENDMENT. Section 10-04-05 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

10-04-0S. Exempt securities. Sections 10-04-04, 10-04-07, 10-04-07.1, and 
10-04-08 shall not apply to any of the following securities: 

1. Securities issued or guaranteed by the United States of America, or by 
any state, territory, or insular possession thereof, or by any political 
subdivision of any such state, territory, or insular possession, or by the 
District of Columbia, or by any public agency or instrumentality of one 
or more of any of the foregoing, or payable from assessments for 
improvements or revenues of publicly owned utilities therein; or a 
certificate of deposit for any of the foregoing, but this exemption does 
not include any security payable solely from revenues to be received 
from a nongovernmental industrial or commercial enterprise unless the 
security is insured or unconditionally guaranteed by, or the revenues are 
derived from, a person whose securities are exempt from registration 
under this section. 

2. Securities issued by and representing an interest in or a debt of, or 
guaranteed by, a national bank or a national bank and trust company 
or bank or credit or loan or savings association or savings and loan 
association or credit union organized pursuant to an act of Congress and 
supervised by the United States, or any agency thereof, or issued or 
guaranteed as to both principal and interest by an international bank of 
which the United States is a member, or issued by and representing an 
interest in or a debt of, or guaranteed by, a state bank, trust company, 
savings bank, savings institution, or credit union organized and 
supervised under the laws of any state, and securities of any person 
subject to examination by the commissioner of banking and fmancial 
institutions of North Dakota. 
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3. Securities issued by a building and loan association subject to 
supervision by an agency of the state of North Dakota, or policy 
contracts, including variable or ftxed annuity contracts, of an insurance 
company subject to supervision by an agency of the state of North 
Dakota. 

4. Securities issued or guaranteed as to principal, interest, or dividends by a 
corporation or limited liability company owning or operating a railroad 
or other public service utility, if the corporation or limited liability 
company is subject to regulation or supervision either as to its rates and 
charges or as to the issue of its securities by a public service commission, 
or by a board, body, or official having like powers, of the United States 
or of any state, territory, or insular possession thereof, or of any 
municipality located therein, or of the District of Columbia, or of the 
Dominion of Canada, or any province thereof, provided, however, that a 
corporation or limited liability company issuing securities exempted 
under this subsection and which has not ftled an application for 
approval of such securities with the public service commission of the 
state of North Dakota, shall ftle with the commissioner a copy of the 
registration statement with all amendments thereto ftled with the 
securities and exchange commission of the United States, if such a 
registration statement is made or ftled, or a copy of the informative 
statement made to or ftled with any commission, board, or body of the 
United States or of any state, territory, or insular possession thereof, or 
of any municipality located therein, or of the District of Columbia, or of 
the Dominion of Canada, or any province thereof, by which said 
corporation or limited liability company is subject to regulation or 
supervision either as to its rates and charges or as to the issue of its 
securities, and shall pay a filing fee of twenty-ftve dollars. 

5. Securities issued by a person organized and operated exclusively for 
religious, educational, benevolent, fraternal, charitable, social, or 
reformatory purposes and not for pecuniary proftt. 

6. Securities issued by an issuer which meets all of the following conditions: 

a. If the issuer is not organized under the laws of the United States or 
a state, it has appointed a duly authorized agent in the United 
States for service of process and has set forth the name and address 
of such agent in its prospectus. 

b. A class of the issuer's securities is required to be and is registered 
under section 12 of the Securities Exchange Act of 1934 [Pub. L. 
73-290; 48 Stat. 881; 15 U.S.C. 78a et seq.] and has been so 
registered for the three years immediately preceding the offering 
date. 

c. Neither the issuer nor a significant subsidiary has had a material 
default during the lesser of the last seven years or the issuer's 
existence in the payment of (1) principal, interest, dividend, or 
sinking fund installment on preferred stock or indebtedness for 
borrowed money, or (2) rentals under leases with terms of three 
years or more. A *material default* is a failure to pay, the effect of 
which is to cause indebtedness to become due prior to its stated 
maturity or to cause termination or reentry under a lease prior to its 
stated expiration, if the indebtedness or the rental obligation for the 
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unexpired term exceeds five percent of the issuer's (and its 
consolidated subsidiaries') total assets, or if the arrearage in 
required dividend payments on preferred stock is not cured within 
thirty days. 

d. The issuer has had annual consolidated net income (before 
extraordinary items and the cumulative effect of accounting 
changes) as follows: (1) at least one million dollars in four of its 
last five fiscal years including its last fiscal year, and (2) if the 
offering is of interest-bearing or of fixed or floating rate dividend 
securities, at least one and a half times its annual interest and 
dividend expense, calculating net income before deduction for 
income taxes and depreciation and giving effect to the proposed 
offering and the intended use of the proceeds for its last fiscal year. 
Floating rate dividend shall be calculated with reference to interest 
rates in the marketplace at the time of the offering. •Last fiscal 
year• means the most recent year for which audited fmancial 
statements are available, provided that such statements cover a 
fiscal period ended not more than fifteen months from the 
commencement of the offering. 

e. If the offering is of stock or shares (other than preferred stock or 
shares), and except as otherwise required by law, the securities have 
voting rights at least equal to the securities of each of the issuer's 
outstanding classes of stock or shares (other than preferred stock or 
shares), with respect to (1) the number of votes per share, and (2) 
the right to vote on the same general corporate decisions. 

f. If the offering is of stock or shares (other than preferred stock or 
shares), the securities are owned beneficially or of record, on any 
date within six months prior to the commencement of the offering, 
by at least one thousand two hundred persons, and on that date 
there are at least seven hundred fifty thousand of the shares 
outstanding with an aggregate market value, based on the average 
bid price, of at least three million seven hundred ftfty thousand 
dollars. In determining the number of persons who are beneficial 
owners of the stock or shares, the issuer or a broker-dealer may 
rely in good faith upon written information furnished by record 
owners. 

g. Provided that, if the securities to be issued are listed, or approved 
for listing upon notice of issuance, on the New York stock 
exchange, inc., or the American stock exchange, inc., and the 
current original listing standards of that exchange are satisfied as of 
the end of the issuer's most recent fiscal year, the conditions of 
subdivision c need be met for only five years and the annual net 
earnings requirement of paragraph 1 of subdivision d shall be two 
hundred ftfty thousand dollars. 

h. And provided further that, if the issuer of the securities is a fmance 
company with liquid assets of at least one hundred five percent of 
its liabilities (other than deferred income taxes, deferred investment 
tax credits, capital stock, and surplus) at the end of each of its last 
five fiscal years, the net income requirement of paragraph 2 of 
subdivision d, but before deduction for interest expense, shall be 
one and a quarter times its annual interest expense. *Finance 
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company" means a company engaged (directly or through 
consolidated subsidiaries) primarily in the business of wholesale, 
retail, installment, mortgage, commercial, industrial, or consumer 
fmancing, banking, or factoring. "Liquid assets• means cash, 
receivables payable on demand or not more than twelve years 
following the close of the company's last fiscal year, and readily 
marketable securities, in each case less applicable reserves and 
unearned income. 

i. If the issuer is a successor to another issuer, it shall be deemed to 
have met the conditions in subdivisions b, c, and d if: (1) its 
predecessor and it, taken together, do so, provided that the 
succession was primarily for the purpose of changing the state of 
incorporation of the predecessor or forming a holding company and 
that the assets and liabilities of the successor at the time of 
succession were substantially the same as those of the predecessor; 
or (2) if all predecessors met the conditions at the time of succession 
and the issuer has continued to do so since the succession. 

7. Any note, draft, bill of exchange, or bankers' acceptance which arises 
out of a current transaction or the proceeds of which have been or are 
to be used for current transactions, is not the subject of a public offering, 
is prime quality negotiable commercial paper which is eligible for 
discounting by federal reserve banks, has at the time of issuance a 
defmite maturity (after all days of grace, if any) of not exceeding nine 
months, is payable in cash only, and is not convertible into and does not 
carry an option or right to receive payment or any bonus in any other 
security. 

8. Securities, other than common stock, providing for a fixed return, which 
have been outstanding and in the hands of the public for not less than 
five years and upon which no default has occurred during the five years 
next preceding the date of sale. The exemptions herein specified must be 
proved by any person who may legally offer such securities for sale in 
the state of North Dakota by filing with the commissioner evidence in 
such form as he may require for each issue of securities for which 
exemption is provided herein and paying a filing fee of ten dollars. 

9. Securities issued by any cooperative formed under the statutes of the 
state of North Dakota. 

10. Any equipment security based on a chattel mortgage, lease, or 
agreement for the conditional sale of cars, motive power, or other rolling 
stock mortgaged, leased, sold to, or furnished for the use of a railroad or 
other public service utility corporation or limited liability company, and 
any equipment security where the ownership of or title to such 
equipment is pledged or retained in accordance with the provisions of 
the laws of the United States or of any state thereof, or of the Dominion 
of Canada, to secure the payments of such equipment security whether it 
be an equipment trust certificate, bond, or note. 

11. Any bond, note, or other evidence of debt issued by a holding 
corporation or limited liability company and secured by collateral 
consisting of any of the securities described in subsections 4 and 10, if 
the collateral securities equal in fair value at least one hundred 
twenty-five percent of the par value of the bonds, notes, or other 
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evidences of debts secured thereby. Before any security described in this 
subsection is offered for sale, the person intending to offer it shall me 
with the commissioner descriptive circulars of the collateral securities 
and pay a filing fee to the commissioner of twenty-five dollars. Unless 
the commissioner makes his order within three days after the receipt of 
such circulars requiring the securities to be qualified by application 
under this chapter, the securities shall be exempt. 

12. The execution of orders for purchase of securities by a registered dealer 
provided such dealer acts as agent for the purchaser, has made no 
solicitation of the order to purchase such securities, has no direct 
material interest in the sale or distribution of the securities ordered, 
receives no commission, profit, or other compensation other than the 
commissions involved in the purchase and sale of the securities and 
delivery to the purchaser of written confirmation of the order which 
clearly itemizes the commissions paid to the registered dealer. Oear and 
complete records of all transactions exempted under this subsection shall 
be maintained by the registered dealer or broker. 

13. Securities issued by a venture capital corporation or limited liability 
company organized under chapter 10-30.1. 

14. See~:~l"ittes ~ e,.. ~ &.-~ ~ bteer:l'eratee, :!'tlfStlftftt te 
seeb6tt 1 B 3B.2 94. 

~ Any security issued or guaranteed by Canada, any Canadian province, 
any political subdivision of any such province, or any agency or 
corporate or other instrumentality of one or more of the foregoing, if the 
security is recognized as a valid obligation by the issuer or guarantor. 
This exemption does not include any security payable solely from 
revenues to be received from a nongovernmental industrial or 
commercial enterprise. 

~ lli a. Any security listed or designated, or approved for listing or 
designation upon notice of issuance on: 

(1) The New York stock exchange; 

(2) The American stock exchange; 

(3) The national association of securities dealers automated 
quotation national market system; or 

(4) Any other stock exchange or automated quotation system 
which the commissioner approves by rule; 

b. Any other security of the same issuer which is of senior or 
substantially equal rank; 

c. Any security called for by subscription rights or warrants so listed 
or approved; or 

d. Any warrant or right to purchase or subscribe to any of the 
foregoing. 
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The commissioner may withdraw this exemption by order as to any 
exchange or system, or any particular security, if the commissioner 
determines that the exchange, system, or particular security does not 
comply with paragraphs 1 through 4 of the memorandum of 
understanding regarding a model uniform marketplace exemption from 
state securities registration requirements [53 Federal Register 52550, 
December 28, 1988], as they may be amended by agreement of the 
parties to that memorandum. The commissioner shall make this 
determination in accordance with the provisions of section 10-04-06.1, 
except that no summary suspension may be entered pending a fmal 
determination for an exchange or system. 

H-r 1&.:, Securities issued by the North Dakota education association dues credit 
trust to members of the North Dakota education association. 

SECTION 4. AMENDMENT. Section 10-04-06 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

I 0-04-06. Exempt transactions. Except as hereinafter in this section 
expressly provided, sections 10-04-04, 10-04-07, 10-04-07.1, 10-04-08, and 10-04-10 
shall not apply to any of the following transactions: 

1. Any judicial, executor's, administrator's, guardian's, or conservator's 
sale or any sale by a receiver or trustee in insolvency or bankruptcy. 

2. The sale in good faith and not for the purpose of avoiding the provisions 
of this chapter by a pledgee of securities pledged for a bona fide debt, 
provided that the amount of such securities does not exceed two percent 
of the entire issue of each issue of such securities outstanding, and 
provided further that before proceeding to sell such pledged securities the 
pledgee shall notify the commissioner and obtain his permission to such 
sale, unless such securities are exempted under section 10-04-05. 

3. Any isolated sale of any security made by or on behalf of a bona fide 
owner for the owner's account, such owner not being an issuer, 
underwriter, dealer, or salesman and such sale not being made in the 
course of repeated and successive transactions of a like character. This 
subsection shall not exempt any dealer or salesman participating in an 
isolated sale from registering in accordance with section 10-04-10, nor 
shall this exemption be available in connection with any sale not made 
in good faith but rather for the purpose of evading the registration 
requirements imposed under chapter 10-04. 

4. Stock dividends or other distributions by a corporation or a limited 
liability company out of its earnings or surplus, or the sale or 
distribution of additional capital stock of a corporation or membership 
interest of a limited liability company to or among its own stockholders 
or members, where no commission or other remuneration is paid or 
given for soliciting or effecting such sale or distribution to stockholders 
or members. 

5. Any offer or sale of securities to a bank, savings institution, trust 
company, insurance company, investment company as defmed in the 
Investment Company Act of 1940, pension or profit-sharing trust, or 
other fmancial institution or institutional buyer, or to a dealer. 
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6. Any transaction incident to a vote by stockholders pursuant to the 
articles of incorporation or the applicable corporation or limited liability 
company statute on a merger, consolidation, reclassification of securities, 
or sale of corporate or limited liability company assets in consideration 
of the issuance of securities of another corporation or limited liability 
company, or any transaction incident to a judicially approved 
reorganization in which a security is issued in exchange for one or more 
outstanding securities, claims, or property interests, or partly in such 
exchange and partly for cash. 

7. The issuance and delivery of any securities in exchange for any other 
securities of the same issuer pursuant to a right of conversion entitling 
the holder of the securities surrendered to make such conversion; 
provided, that the securities surrendered were not offered for sale or sold 
in violation of section 10-04-04. 

8. The sale by a registered dealer, acting either as principal or agent, of 
securities theretofore sold and distributed to the public, provided that: 

a. Such securities are sold at prices reasonably related to the current 
market price thereof at the time of sale and, if such registered dealer 
is acting as agent, the commission collected by such registered 
dealer on account of the sale thereof is not in excess of usual and 
customary commissions collected with respect to securities and 
transactions having comparable characteristics. 

b. Such securities do not constitute an unsold allotment to or 
subscription by such dealer as a participant in the distribution of 
such securities by the issuer, its officers, or directors or by or 
through an underwriter. 

c. A nationally recognized securities manual approved by the 
commissioner contains, and has contained for a period of not less 
than ninety days prior to the sale, the names of the issuer's officers 
and directors, a balance sheet of the issuer as of a date not more 
than eighteen months prior to the date of such sale, and a profit 
and loss statement of the issuer for either the fiscal year preceding 
that date or the most recent year of operations. 

d. Such securities are limited to issuers organized under the laws of 
any state, territory, or insular possession of the United States. 

e. Provided, however, that even though the foregoing conditions might 
all be met, the exemption would not apply to the securities of 
open-end management companies, mutual funds, unit investment 
trusts, contractual plans, and face amount certificate companies. 

9. a. Any transaction pursuant to an offer directed by the offeror to not 
more than twenty-five persons (other than those designated in 
subsection 5) in this state during any period of twelve consecutive 
months, whether or not the offeror or any of the offerees is then 
present in this state, if all of the following conditions are met: 

(1) The seller reasonably believes that all the buyers in this state 
(other than those designated in subsection 5) are purchasing 
for investment. 
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(2) No commission or other remuneration is paid or given 
directly or indirectly for soliciting any prospective buyer in 
this state (other than those designated in subsection 5). 

(3) The offeror applies for and obtains the written approval of the 
commissioner prior to making any offers in this state and 
pays a filing fee of one hundred dollars, which fee must 
accompany the application for approval. 

Provided, however, that the commissioner may by rule or order, as 
to any security or transaction or any type of security or transaction, 
withdraw or further condition this exemption, or increase or 
decrease the number of offerees permitted, or waive the conditions 
in paragraphs 1, 2, and 3 with or without the substitution of a 
limitation on remuneration. 

b. Any offer or sale in this state of common stock, limited liability 
company membership interests, or limited partnership interests of 
an issuer during any period of twelve consecutive months if all of 
the following conditions are met: 

(1) The issuer reasonably believes that all the buyers in this state 
(other than those designated in subsection 5) are purchasing 
for investment. 

(2) No commission or other remuneration is paid or given 
directly or indirectly for soliciting any prospective buyer in 
this state (other than those designated in subsection 5), except 
reasonable and customary commissions paid by the issuer to 
a dealer or salesman registered under this chapter or others 
who the commissioner may designate by rule. 

(3) The issuer is both organized under the laws of this state and 
has its principal place of business in this state. 

(4) No public advertising matter or general solicitation, other 
than tombstone advertisements that the commissioner shall 
prescribe by rule, is used in connection with any offers or 
sales. 

(5) At least eighty percent of the net proceeds from the sale of the 
securities must be used in connection with the operations of 
the issuer in this state. ·Net proceeds· means gross proceeds 
less commissions and sales expenses. 

(6) An offering disclosure document in the form approved by the 
commissioner must be delivered to each offeree no less than 
seventy-two hours prior to the sale of the security. 

(7) The gross proceeds of the offering may not exceed five 
hundred thousand dollars. 

(8) The issuer must apply for and obtain the written approval of 
the commissioner prior to making any offer or sale in this 
state by filing an application prescribed by the commissioner, 
a copy of the offering disclosure document, and any other 
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information or documents the comrrusswner may require, 
together with a filing fee of one hundred dollars. 

(9) All funds raised in the offering are placed in an escrow 
account until the total offering has been sold. 

Provided, however, that the commissioner may by rule or order, as 
to any security or transaction or any type of security or transaction, 
withdraw or further condition this exemption or waive the 
conditions in paragraphs 6 and 7. 

c. The offer or sale of a security offered or sold in compliance with a 
limited offering transactional exemption that the commissioner, by 
rule, may adopt to further the objectives of compatibility with the 
exemptions from securities registration authorized by the Securities 
Act of 1933 and uniformity among the states. 

d. The exemptions provided under subdivisions a, b, and c may not be 
combined. 

10. The sale of capital stock of a corporation or membership interests of a 
limited liability company may be exempted by the securities 
commissioner if the corporation or limited liability company is organized 
under chapter 10-30 or approved by the small business administration as 
qualifYing for loans under section 502 of the Small Business Investment 
Act of 1958, as amended; or the sale of memberships, including dues, in 
a nonprofit corporation incorporated under chapter 10-24 may be 
exempted by the securities commissioner if the corporation is organized 
and operated for the primary purpose of promoting community 
development. 

11. Any security issued in connection with an employees' stock purchase, 
savings, pension, profit-sharing, or similar benefit plan; provided, that 
the securities which fund the plan or are the subject of the plan are 
otherwise exempt pursuant to section 10-04-05. 

12. The sale of a security issued by the United States, or the state of North 
Dakota, or any political subdivision or instrumentality of the state of 
North Dakota; provided, that the offer for sale and sale are made by an 
official or employee of the issuer or of the Bank of North Dakota acting 
in an official capacity and not for personal pecuniary profit, or by a 
bank or similar fmancial association or institution or an official or 
employee thereof solely as an accommodation to customers of such 
association or institution and without asking or receiving a commission 
or remuneration other than an accommodation fee not to exceed fifty 
dollars in connection with the transaction. 

13. The sale of capital stock of a venture capital corporation organized 
under chapter 10-30.1. 

14. Any offer or sale of shares of capital stock issued by a professional 
corporation or professional limited liability company which is organized 
and operated pursuant to chapter 10-31. 

15. :f:fte e4fep et' Mile ef tt ~ ~ e,. ~ G. ~ ¥tttte; 
lrte&PJ'6Pilte8, J'HP8ttllftt te !leetieft Hl 39.2 9 4. 
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Ht. The offer or sale of a security issued by the North Dakota education 
association dues credit trust to members of the North Dakota education 
association. 

SECI'ION 5. AMENDMENT. Subsection 2 of section 10-30.2-01 of the 
1993 Supplement to the North Dakota Century Code is amended and reenacted as 
follows: 

2. #Corporation# means the eerl'erabeft esMelisft:ee ey ~ 19 39.2 92 
Myron G. Nelson Fund, Incorporated. 

SECI'ION 6. AMENDMENT. Section 10-30.2-07 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-30.2-07. Confidentiality of eerperatien records. The feHe~in~ records of 
the corporation or a small business investment company created by the corporation 
and licensed by the small business administration under the Small Business 
Investment Company Act of 1958 [Pub. L. 85-699; 72 Stat. 689; 15 U.S.C. 661 et 
seq.], or the Small Business Equity Enhancement Act of 1992 [Pub. L. 102-366; 
106 Stat. 1007-1020; 15 U.S.C. 661 et seq.], and any amendments thereto, are 
confidential~ 

-h Cel'ftfttereial M HfiMieill:l inferftlabeH, "'ft:etfier eeMiftee ey t:fte 
eerl'erabeH ~ M ifteiree~), ef ftftY' et'tbty ift wftieft ftft ~ 
iMePeM i& J'ttreft:asee M eeHsieeree fet' J'ttreft:ase J'tlPSttftftt te tfti& eft:II:J'ter. 

2. IHterHII:l M i.fttera~efte) memerll:ftettms ep ~ wftieft "i'iettltl ftet be 
11: • ttilaele ey lew te e t'ftl't)' 6tfter tft:ftft ift li8~a8eH wttft: t:fte eerl'era8eH. 

SECI'ION 7. AMENDMENT. Section 10-30.2-11 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-30.2-11. Tax credits for investment by banks, savings and loan 
associations, trust companies, and insurance companies. A bank, savings and loan 
association, trust company, or insurance company that invests in stock issued by the 
corporation, or in a separate legal entity such as a limited partnership or limited 
liability company created by the corporation as an affiliate for the purpose of 
obtaining investment capital from the public, or investments in either equity or debt 
instruments or securities offered by a small business investment company created by 
the corporation and licensed by the 8rrtttH Bttsiness AePftiftistra8eH small business 
administration under the Small Business Investment Company Act of 1958 [Pub. L. 
85-699; 72 Stat. 689; 15 U.S.C. 661 et seq.], or the Small Business Equity 
Enhancement Act of 1992 [Pub. L. 102-366; 106 Stat. 1007-1020; 15 U.S.C. 661 
et seq.], and any amendments thereto, is entitled, subject to section 10-30.2-13, to a 
credit in an amount equal to twenty-five percent of the total amount invested against 
the tax liability imposed against the taxpayer pursuant to sections 26.1-03-17, 
57-35-02, 57-35.1-02, and 57-35.2-02, if applicable. The tax credit allowed under 
this section must be credited against the taxpayer's tax liability for the taxable year 
in which full consideration for the investment is paid by the taxpayer. The amount 
by which the credit allowed by this section exceeds the taxpayer's tax liability in that 
year may be carried forward for seven taxable years. Except in the case of a tax 
credit that is carried forward from a prior tax year, no tax credit is allowed under 
this section to a taxpayer who received a tax credit for investment in the corporation 
and as a result of the dissolution of the corporation agreed to invest in the small 
business investment company created by the corporation and licensed by the small 
business administration under the Small Business Investment Company Act of 1958 
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[Pub. L. 85-699; 72 Stat. 689; 15 U.S.C. 661 et seg.] or the Small Business Eguity 
Enhancement Act of 1992 [Pub. L. 102-366; 106 Stat. 1007-1020; 15 U.S.C. 661 
et seg.). 

SECTION 8. AMENDMENT. Section 10-30.2-12 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-30.2-12. Income tax credits for investment. A taxpayer that invests in 
stock issued by the corporation, or in a separate legal entity such as a limited 
partnership or limited liability company created by the corporation as an affiliate for 
the purpose of obtaining investment capital from the public, or in investments in 
either equity or debt instruments or securities offered by a small business investment 
company created by the corporation and licensed by the 6ftHtH Bttsmess 
Ael'HinisH>atiert small business administration under the Small Business Investment 
Company Act of 1958 [Pub. L. 85-699; 72 Stat. 689; 15 U.S.C. 661 et seq.], or the 
Small Business Equity Enhancement Act of 1992 [Pub. L. 102-366; 106 Stat. 
1007-1020; 15 U.S.C. 661 et seq.]; f:tftt! ftft11ll'Hetlel'Hertt:s ~is entitled, subject 
to section 10-30.2-13, to a credit in the amount equal to twenty-five percent of the 
total amount invested against any state income tax liability imposed against the 
taxpayer. The tax credit allowed under this section must be credited against the 
taxpayer's tax liability for the taxable year in which full consideration for the 
investment is paid by the taxpayer. The amount by which the credit allowed by this 
section exceeds the taxpayer's tax liability in that year may be carried forward for 
seven taxable years. No taxpayer claiming a credit under this section is eligible to 
claim a credit for the same investment under chapter 10-30.1. Except in the case of 
a tax credit that is carried forward from a prior tax year, no tax credit is allowed 
under this section to a taxpayer who received a tax credit for investment in the 
corporation and as a result of the dissolution of the corporation agreed to invest in 
the small business investment company created by the corporation and licensed by 
the small business administration under the Small Business Investment Company 
Act of 1958 [Pub. L. 85-699; 72 Stat. 689; 15 U.S.C. 661 et seg.] or the Small 
Business Equity Enhancement Act of 1992 [Pub. L. 102-366; 106 Stat. 1007-1020; 
15 U.S.C. 661 et seg.]. 

SECTION 9. AMENDMENT. Section 10-30.2-13.1 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-30.2-13.1. Investment reporting forms. Within thirty days of the date on 
which an investment is purchased, or within sixty days from July 1, 1989, the 
eerf1eratiert, ftft ttffiHttte ef t:fte eerf1eratiert, M tt small business investment company 
created by the corporation and licensed by the 6ftHtH Bttstriess Ael'ftttlisH>tttteft small 
business administration under the Small Business Investment Company Act of 1958 
[Pub. L. 85-699; 72 Stat. 689; 15 U.S.C. 661 et seq.], or the Small Business Equity 
Enhancement Act of 1992 [Pub. L. 102-366; 106 Stat. 1007-1020; 15 U.S.C. 661 
et seq.]; f:tftt! ftft11l1lteftel'Heftt:s ~must me with the state tax commissioner and 
provide to the investor the completed form prescribed by the state tax commissioner 
stating with respect to the investment in the eerf1eratieft M ftft ttffiHttte ef tfte 
eerf1eratteft small business investment company created by the corporation and 
licensed by the small business administration under the Small Business Investment 
Company Act of 1958 [Pub. L. 85-699; 72 Stat. 689; 15 U.S.C. 661 et seq.] or the 
Small Business Equity Enhancement Act of 1992 [Pub. L. 102-366; 106 Stat. 
1007-1020; 15 U.S.C. 661 et seg.] the following: 

1. The name, address, and identification number of the taxpayer who 
purchased the investment. 



Corporations Chapter 107 361 

2. The dollar amount paid by the taxpayer for the investment 

3. The date on which the corporation or an affiliate of the corporation 
received full consideration for the investment. 

SECTION 10. AMENDMENT. Section 10-30.2-14 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-30.2-14. State and board of director immunity from liability. The state of 
North Dakota and the board of directors are not liable for any damage incurred by 
an investor in the corporation, or a separate legal entity such as a limited 
partnership or limited liability company created by the corporation as an affiliate for 
the purpose of obtaining investment capital from the public or the small business 
investment company created by the corporation and licensed by the small business 
administration under the Small Business Investment Company Act of 1958 [Pub. L. 
85-699; 72 Stat. 689; 15 U.S.C. 661 et seq.] or the Small Business Equity 
Enhancement Act of 1992 [Pub. L. 102-366; 106 Stat. 1007-1020; 15 U.S.C. 661 et 
~· 

SECTION II. Two new sections to chapter 10-30.2 of the North Dakota 
Century Code are created and enacted as follows: 

Dissolution of corporation - Validation of acts and transfer of assets. The 
corporation is dissolved and the assets now held by the corporation are transferred 
to the Bank of North Dakota. 

Final report. Notwithstanding the provisions of section 10-30.2-07, upon 
fmal establishment of the small business investment company created by the 
corporation and licensed by the small business administration under the Small 
Business Investment Company Act of 1958 [Pub. L. 85-699; 72 Stat. 689; 
15 U.S.C. 661 et seq.) or the Small Business Equity Enhancement Act of 1992 
[Pub. L. 102-366; 106 Stat. 1007-1020; 15 U.S.C. 661 et seq.] the Bank of North 
Dakota shall prepare and publish a fmal report of the activities of the corporation 
for the information of the governor, the legislative assembly, and the public that 
must describe the manner of the corporation's dissolution and detail the distribution 
of the corporation's assets. 

SECTION 12. AMENDMENT. Section 26.1-05-19 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

26.1-05-19. Authorized investment of funds of insurance companies. A 
domestic insurance company may invest any of its funds and accumulations in: 

1. Securities or obligations made specifically eligible for such investment by 
law. 

2. Bonds or other evidences of indebtedness issued, assumed, or guaranteed 
by the United States of America, the District of Columbia, or by any 
state, territory, or insular possession of the United States or by any 
county, city, township, school district, or other civil division of a state, 
including those payable from special revenues or earnings specifically 
pledged for the payment thereof, and those payable from special 
assessments, including rights to purchase or sell these securities or 
obligations if these rights are traded upon a contract market designated 
and regulated by a federal agency and purchased for legitimate hedging, 
nonspeculative purposes. 
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3. Bonds or other evidences of indebtedness issued, assumed, or guaranteed 
by any instrumentality or agency of the United States of America, 
including rights to purchase or sell these securities or obligations if these 
rights are traded upon a contract market designated and regulated by a 
federal agency and purchased for legitimate hedging, nonspeculative 
purposes. 

4. Notes or bonds secured by mortgage or deed of trust insured by the 
federal housing administrator, debentures issued by the federal housing 
administrator, and securities issued by national mortgage associations. 

5. Bonds issued by the industrial commission under chapter 4-36. 

6. Bonds guaranteed under chapter 6-09.2. 

7. Bonds issued by the North Dakota municipal bond bank pursuant to 
chapter 6-09.4. 

8. Bonds issued by the state board of higher education under chapter 
15-55. 

9. Revenue bonds issued by the state water commission. 

10. Interim fmancing notes issued by the state water commission pursuant to 
chapter 61-02. 

11. Warrants issued by a city under chapter 40-24. 

12. Bonds or notes issued pursuant to chapter 40-33.2. 

13. Bonds or other obligations issued pursuant to chapter 40-58. 

14. Bonds issued under chapter 40-61. 

15. Bonds issued under chapter 54-30. 

16. Notes or other evidences of indebtedness of the North Dakota life and 
health insurance guaranty association not in default. 

17. Notes or other interest-bearing obligations of any state development 
corporation of which the company is a member, issued in accordance 
with chapter 10-30. 

18. Bonds or other evidences of indebtedness issued, assumed, or guaranteed 
by the Dominion of Canada, or any province thereof, or by any 
municipality or district therein, provided that the obligations are valid 
and legally authorized and issued. 

19. Mortgage bonds and debentures of any solvent railway company duly 
incorporated and authorized under the laws of this state or of any other 
state or insular possession of the United States, or of the Dominion of 
Canada or of any province thereof. 

20. Mortgage bonds and debentures of any solvent industrial public utility or 
fmancial corporation duly incorporated and authorized under the laws 
of the United States of America or of any state or insular possession 
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thereof, or of the Dominion of Canada or of any province thereof, 
including rights to purchase or sell these securities or obligations if these 
rights are traded upon a contract market designated and regulated by a 
federal agency and purchased for legitimate hedging, nonspeculative 
purposes. 

21. Preferred stock, of, or common or preferred stock guaranteed as to 
dividends by, and common stock of, any corporation organized under 
the laws of the United States, any state or possession of the United 
States, the Dominion of Canada, or any province of the Dominion of 
Canada, including rights to purchase or sell these securities or 
obligations if these rights are traded upon a contract market designated 
and regulated by a federal agency and purchased for legitimate hedging, 
nonspeculative purposes, subject to the following restrictions and 
limitations: 

a. The company issuing the preferred stock or guaranteeing the 
dividends on the common stock must have earned an average 
amount per annum at least equal to five percent of the par value of 
its common and preferred stocks or in the case of stocks having no 
par value, of its issued or stated value outstanding at the date of 
purchase, over the period of seven fiscal years immediately 
preceding the date of purchase or which over such period earned an 
average annual amount at least equal to two times the total of its 
annual interest charges, preferred dividends, and dividends 
guaranteed by it, determined with reference to the date of purchase. 

b. The company issuing any common stock must have earned an 
average amount per annum at least equal to six percent of the par 
value of its capital stock, or in the case of stock having no par value 
of the issued or stated value of such stock, outstanding at the date 
of purchase over the period of seven fiscal years immediately 
preceding the date of purchase. 

c. The company issuing or guaranteeing the stock has not been in 
arrears in the payment of dividends thereunder for a period of 
ninety days within the five-year period immediately preceding 
purchase of the stock. 

d. Investments in preferred, guaranteed, and common stocks may not 
exceed in the aggregate twenty percent of the life insurance 
company's admitted assets. 

22. Savings accounts, under certificates of deposit or in any other form, in 
solvent banks and trust companies which have qualified for federal 
deposit insurance corporation protection, shares and savings accounts, 
under certificates of deposit, investment certificates, or in any other form, 
in solvent savings and loan associations organized under federal law or 
state law of any state which have qualified for federal savings and loan 
insurance corporation protection, and shares and deposit accounts, 
under certificates of deposit or in any other form, in solvent state or 
federally chartered credit unions which are insured by the national credit 
union administration. Investments in the shares and accounts are not 
limited to, or by, the amount of any such insurance protection. 
Short-term or liquidity investments such as certificates of deposit, 
repurchase agreements, bankers' acceptances, commercial paper, money 
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market mutual funds, or current interest accounts in solvent banks and 
trust companies, savings and loan associations, state or federally 
chartered credit unions, investment brokerage houses which are 
regulated by a federal agency, and such other types of investments as 
may be deemed appropriate and authorized by rule by the 
commissioner. 

23. Loans made upon the security of its own policies, if a life insurance 
company, but no loan on any policy may exceed the reserve value 
thereof. 

24. Notes secured by mortgages on improved unencumbered real estate, 
including leaseholds substantially having and furnishing the rights and 
protection of a ftrst real estate mortgage, within the United States of 
America or any province of the Dominion of Canada. No loan may be 
made under this subsection unless at the date of acquisition the total 
indebtedness secured by such lien does not exceed seventy-ftve percent of 
the value of the property upon which it is a lien. The loan may be made 
in an amount exceeding seventy-ftve percent so long as any amount over 
seventy-ftve percent of the value of the property mortgaged is guaranteed 
or insured by the federal housing administration or guaranteed by the 
administrator of veterans' affairs or is insured by private mortgage 
insurance through an insurance company authorized to do business in 
this state. Loans may be amortized on the basis of a fmal maturity not 
exceeding thirty years from the date of the loan with an actual maturity 
date of the loan at any time less than thirty years. A loan on a 
single-family dwelling where the loan is amortized on the basis of a fmal 
maturity twenty-ftve years or less from the date of the loan may be made 
in an amount not exceeding eighty percent of the value of the property 
mortgaged. The loan on a single-family dwelling may be made in an 
amount exceeding eighty percent so long as any amount over eighty 
percent of the value of the property mortgaged is insured by private 
mortgage insurance through an insurance company authorized to do 
business in this state. Buildings may not be included in the valuation of 
such property unless they are insured and the policies are made payable 
to the company as its interest may appear. A loan may not be made in 
excess of the amount of insurance carried on the buildings plus the value 
of the land. No insurance company may hold less than the entire loan 
represented by the bonds or notes described in this subsection except 
that a company may own part of an aggregate obligation if all other 
participants in the investment are insurance companies authorized to do 
business in North Dakota or banks whose depositors are insured by the 
federal deposit insurance corporation or savings and loan associations 
whose members are insured by the federal savings and loan insurance 
corporation or unless the security of the bonds or notes, as well as all 
collateral papers, including insurance policies, executed in connection 
therewith, are made to and held by a trustee which is a solvent bank or 
trust company having a paid-in capital of not less than two hundred ftfty 
thousand dollars, except in case of banks or trust companies 
incorporated under the laws of the state of North Dakota, wherein a 
paid-in capital of not less than one hundred thousand dollars is required. 
In case of proper notification of default, the trustee, upon request of at 
least twenty-ftve percent of the holders of the bonds outstanding, and 
proper indemniftcation, shall proceed to protect the rights of the 
bondholders under the provisions of the trust indentures. An insurance 
company may acquire such an interest in real estate directly or as a joint 
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venture or through a limited or general partnership in which the 
insurance company is a partner. An insurance company acquiring such 
an interest in real estate on the basis of a joint venture or through a 
limited or general partnership may acquire such an interest so long as 
the company's interest does not exceed seventy-five percent of the value 
of the property. 

25. First mortgage bonds on improved city real estate in any state, issued by 
a corporation duly incorporated under the laws of any state of the 
United States of America, if the loans on the real estate are made in 
accordance with the requirements as to first mortgage loans in 
subsection 24. 

26. Real estate for the production of income or for improvement or 
development for the production of income subject to the following 
provisions and limitations: 

a. Real estate used primarily for farming or agriculture may not be 
acquired under this subsection. 

b. Investments made by any company under this subsection may not 
at any time exceed ten percent of the admitted assets of the 
company. 

c. An investment in any single parcel of real estate acquired under this 
subsection may not exceed two percent of the admitted assets of the 
company. 

d. The real estate, including the cost of improvements, must be valued 
at cost and the improvements may be depreciated annually at an 
average rate of not less than two percent of the original cost. 

e. An insurance company may acquire such real estate or an interest 
in such real estate directly or as a joint venture or through a limited 
or general partnership in which the insurance company is a partner. 

27. Land and buildings used as home or regional offices, subject to the 
following provisions and limitations: 

a. Land and buildings thereon in which it has its principal office and 
any other real estate including regional offices requisite for its 
convenient accommodation in the transaction of its business. 

b. Investments or total commitment in the land and buildings may not 
aggregate more than ten percent of the company's admitted assets 
without the consent of the commissioner. 

c. The real estate, including the cost of improvements, must be valued 
at cost and the improvements must be depreciated annually at an 
average rate of not less than two percent of the original cost. 

28. Investments by loans or otherwise, in the purchase of electric or 
mechanical machines, including software, constituting a data processing 
system. The company may hold the system as an admitted asset for use 
in connection with the business of the company if, (a) its aggregate cost 
does not exceed five percent of the admitted assets of the company; and 
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(b) the cost of the components constituting the system is fully amortized 
over a period of not to exceed seven years. If a data processing system 
consists of separate components acquired at different times, then the cost 
of each component must be amortized over a period not to exceed seven 
years commencing with the date of acquisition of each component. 

29. Promissory notes amply secured by the pledge of bonds or other 
evidences of indebtedness in which the company is authorized to invest 
its funds by the provisions of this section. 

30. ~ seet:trities, et' itt;esft'ftertf:s itt aeeitien le t:heee l'erl'flittee itt ~ 
!eetiett; ifteltt8ift!; ~ eeftlfflert Meelt ef ~ 6: ~ ¥t:tnti; 
Ineef'l'ePatee, ~ J'ttPSttftftt le !leetiett 19 39.2 94 'WIIhelh:er et' net the 
lettM; seettrities, et' i!t~estment:s ~ et' 8:f'e l'erl'flittee 8:& ~ 
ift ;estrftent:s t:ttWieP if:s eh8:Pter, et' t:ttWieP ether J'f'6'> isiens ef ~ !leetiett et' 

ttrt8er ether J'f'8 ..tsiens ef the Htw!t ef ~ Mate: ~ a~e!;ate ef !tt:teh 
e8!ftJ'ftft) 's ift•, estmenf:s t:ttWieP ~ stteseetien l'ft8:1 net ~ either ft¥e 
J'ereeftt ef the eem!'ftftY's ael'flittee ~ M the ftfftet:tnt ettttM le the 
eel'ftJ'ftftY's ttnassi!fte8 sttPJ'ltts, 'WIIrfltehe;er i& ~ 

~ Ownership of, or loans secured by ftrst liens upon: 

a. Production payments or interests therein payable from oil, gas, 
other hydrocarbons, or other minerals in producing properties 
located in areas of established and continuing production within the 
United States or the adjacent continental shelf areas, which 
production payments are dischargeable from property interests 
appraised by independent petroleum engineers at the time of the 
acquisition or loan, based on current market prices, to have a 
current market value of at least one hundred ftfty percent of the 
purchase price of, or the amount loaned upon the security of, such 
production payments. The term ·production payments• means 
rights to oil, gas, other hydrocarbons, or other minerals in place or 
as produced which entitle the owner thereof to a specilled fraction 
or percentage of production or the proceeds thereof, until a 
specilled or determinable sum of money has been received, and 
which have investment qualities and characteristics in which the 
speculative elements are not predominant. 

b. Royalty interests, overriding royalty interests, net proftt interests, 
leasehold interests, working interests or other interests or rights in 
oil, gas, other hydrocarbons, or other minerals in place or as 
produce, which interests or rights may be subject to production 
payments of the nature described in subdivision a. 

No domestic insurance company may invest more than ftve percent of its 
admitted assets in the ownership of such interests or rights. In 
determining the amount invested in such interests or rights at any given 
time, each insurance company may evaluate such interests or rights in 
such manner as will permit it to amortize the interests or rights over a 
period of time during which not more than seventy-ftve percent of the 
dollar value of the recoverable production accruing to such interests or 
rights will be produced, as determined by independent petroleum 
engineers at the time of investment. 

~ ll.:. Obligations secured by a pledge of personal property, as follows: 
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a. Tangible personal property, or equipment trust certificates or other 
instruments evidencing an interest in or debt secured by tangible 
personal property, if there is a right to receive determined portions 
of rental, purchase, or other ftxed obligatory payments for the use 
or purchase of such tangible personal property. 

b. Bonds, notes, or other evidences of indebtedness secured wholly or 
partially by tangible personal property, provided that at the date of 
acquisition the amount of such indebtedness does not exceed 
sixty-six and two-thirds percent of the value of such tangible 
personal property. 

The aggregate outstanding investment made under subdivisions a and b 
may not exceed ftve percent of the admitted assets of the life insurance 
company. 

32. Loans, securities, or investments issued by a small business investment 
company created by the Myron G. Nelson Fund, Incorporated, and 
licensed by the small business administration under the Small Business 
Investment Company Act of 1958 [Pub. L. 85-699; 72 Stat. 689; 
15 U.S.C. 661 et seq.] or the Small Business Equity Enhancement Act 
of 1992 [Pub. L. 102-366; 106 Stat. 1007-1020; 15 U.S.C. 661 et seq.]. 

The commissioner may adopt rules as to investments which are permissible 
for any domestic insurance company which may waive or increase any limitation on 
investments or authorize companies to invest their funds in investments which are 
not specillcally mentioned in statutes relating to investments if the commissioner 
fmds, after notice and hearing, that such funds would be well invested and available 
for the payment of losses. The commissioner, in adopting such rules, may not be 
any more restrictive, or place any greater limitations on, any type of investment in 
which companies are authorized by statute to invest their funds. 

This section does not prohibit a company from taking any action deemed 
necessary or expedient for the protection of investments made by it or from 
accepting in good faith, to protect its interests, securities, or property not mentioned 
in this section in payment or to secure debts due to it. 

SECfiON 13. AMENDMENT. Subdivision p of subsection 1 of section 
57-38-01.2 of the North Dakota Century Code is amended and reenacted as follows: 

p. Reduced by any dividends received from stock issued by Myron 
G. Nelson Fund, Incorporated, J'tiPsttent te seetieft lQ 39.2 Q4 to 
the extent the dividends are included in taxable income. 

SECfiON 14. AMENDMENT. Subdivision h of subsection 1 of section 
57-38-01.3 of the North Dakota Century Code is amended and reenacted as follows: 

h. Reduced by any dividends received from stock issued by Myron 
G. Nelson Fund, Incorporated, J'tiPSttftftt te seetieft lQ 3Q.2 Q4 to 
the extent the dividends are included in taxable income. 
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SECTION IS. REPEAL. Chapter 6-09.2 of the North Dakota Century 
Code and sections 10-30.2-02, 10-30.2-03, 10-30.2-04, 10-30.2-05, 10-30.2-06, 
10-30.2-08, 10-30.2-09, and 10-30.2-10 of the 1993 Supplement to the North Dakota 
Century Code are repealed. 

Approved March 27, 1995 
Filed March 28, 1995 
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CHAPTER 108 

HOUSE BILL NO. 1289 
(Representative Berg) 
(Senator Krebsbach) 

TECHNOLOGY TRANSFER ECONOMIC 
DEVELOPMENT FUND 

369 

AN ACT to create and enact two new sections to chapter 10-30.4 of the North 
Dakota Century Code, relating to the establishment of the technology transfer 
economic development fund and the authority of technology transfer, 
incorporated; to amend and reenact sections 4-01-19, 6-09.10-02.1, 
10-30.3-11, and 10-30.4-03 of the North Dakota Century Code, relating to an 
agriculture marketing bureau, the duties of the credit review board, the 
income level requirement of the North Dakota future fund, and the 
organization and management of technology transfer, incorporated; and to 
provide a continuing appropriation. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION I. AMENDMENT. Section 4-01-19 of the 1993 Supplement to 
the North Dakota Century Code is amended and reenacted as follows: 

4-01-19. Marketing bureau. ~ ~ eepMtmeftt The commissioner of 
agriculture of this state shall establish and maintain a marketing bureau l'fttl8t ee 
estfteHshee ttml rHftifttftiftee for the purpose of gathering and disseminating statistical 
information on agricultural marketing problems of the state; and te ~ engaging 
in marketing services of agricultural products. Any moneys received or generated by 
the pride of Dakota program must be deposited in the general fund in the state 
treasury. 

so SECTION 2. AMENDMENT. Section 6-09.10-02.1 ofthe 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

6-09.10-02.1. Additional duties of board. In addition to other powers and 
duties enumerated in this chapter, the board shall: 

1. Establish policy for the North Dakota agricultural mediation service. 

2. Recommend policies and procedures to the industrial commission 
regarding farm loan programs of the Bank of North Dakota. 

3. Recommend policies and procedures regarding the adult farm 
management program to the state board of vocational education. 

4. Oewelep ttml ~tefftiftister a~ pre@:PftrH te ~~with tteee8tt 

te ~ fMm ei w ersifteetieft Mlftiytie ~ 'Ffte J'P6@:P8fH !!hftll 

so Section 6-09.10-02.1 was also amended by section 1 of Senate Bill No. 2305, 
chapter 98. 
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eeertiinate Coordinate a farm management delivery system among the 
adult farm management program, agricultural mediation service, and the 
North Dakota state university extension service. 

s1 SECfiON 3. AMENDMENT. Section 10-30.3-11 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-30.3-11. North Dakota future fund uses- Distribution- Limitations. 

1. The fund moneys may be used for the purposes of this chapter as 
provided in section 10-30.3-02. Moneys may be used to provide 
working capital or for fmancing the purchase of fixed assets, but not to 
refmance existing debt. Moneys may also be used to make matching 
grants to county-authorized or city-authorized development corporations 
for the acquisition, leasing, or remodeling of real estate facilities for 
locating a prospective new primary sector business. A grant must be 
made as part of a package of fmancing in which the state is a 
participant. 

2. The director of the department of economic development and fmance 
shall adopt rules, subject to the approval of the board of directors, 
necessary to implement the administration of the fund. The rules to 
implement the grant program must be developed to encourage local 
fundraising initiatives for developing locations for businesses fmanced by 
the corporation. Hie rttles Htt:tet iftekttie a rettttiremert:t ~ 

&: l!:i!hey fi • e ~ ef t:he fttH time emple' ees ef a l'tlf'ftl Neftft 
~ ettsmess M Neftft ~ A'1'Hel"ieftft lfteHtrt ettsirt:e88 
reeei • ing ~ M etheP assistftftee ftoeftt t:he Neftft ~ fttttttoe 
ftttttl Htttet ee paid 8ft irt:eeme at leMt ~ te ert:e ftttrt:tireti ~ 
ef tfte fetieMl ~ le¥el fer ft ~ ef fetlf' fer tfte life ef tfte 
leftft; ~ pesitiert:, M etheP Hnftfteial relatiert:sftip, 

It: ~ fttH time emple' ee ef 88: ttre8ft Neftft ~ ettsmess 
reeei • ing ~ M etheP assistftftee ftoeftt tfte Neftft ~ fttttttoe 
ftttttl Htttet ee paid 8ft irt:eeme at leMt ~ te ert:e ftttrt:tit"eti ~ 
ef tfte fetieMl ~ le¥el fer ft ~ ef fetlf' fer tfte firM year 
feHe¥~iftg t:he ~ ef ~ ftoeftt tfte ~ tlfHi 

e: Met' tfte firM year feHe¥~ ing tfte ~ ef ~ ftoeftt tfte fttrt:ti; 
~ pereeffi ef tfte fttH time emple' ees ef 8ft ttre8ft Neftft ~ 
ettsiness reeei • iftg ~ M etheP assistMtee ftoeftt t:he Neftft 
~ fttttttoe ftttttl Htt:tet ee paid 8ft irt:eeme at leMt etttttt~ te ert:e 

fittrt:tireti ~ ef tfte fetieMl ~ le¥el fer a ~ ef fetlf' fer 
t:he remait!Htg pel"iee ef tfte leftft; ~ pesitiert:, M etheP firt:aneial 
relatiertship. 

¥eto pttl"J'eses ef ~ stteseetiert, "fttH time emple,ee' ffte8ft!t a ~ 
emple' eti te wet'lt thif'ey t¥1 e ftettto& M l'ftet'e pet' weelt Hie rttles Htt:tet 
estftelisfi preeetittres fer tieterftlit!Htg eempliartee witH sttetii • isiert:s &; &; 

Sl Section 10-30.3-11 was repealed by section 11 of House Bill No. 1021, 
chapter 21. 
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ftft8 e ftft8 sanetie!'ls f.e!' HtiflHoe Ht eefftf'ly. =Ate t:lel'ftl"t!ftent l'ftft1 
rene~etiete, ftt ftft1 time; ftft1 eefttrftet enteree ~ wttft ft ettsiness ttftt:lep 
ttM 8eetieft Ht reaeet ehftft~es e,. the le~sleti • e esseffte!~ itt the 
l'ereentft~e f!Jf efftl'ie~ ees stthjeet Ht the itteeffte ref!ttirefftent f!Jf ttM 
seetieft. The rules must include requirements for and methods of 
distribution of the funds generally targeted for a distribution of forty 
percent businesses in rural areas, twenty percent businesses in urban 
areas, twenty percent North Dakota American Indian businesses, and 
twenty percent to be undesignated. Any unused funds in any category 
may be transferred to the undesignated portion during the second year 
of the biennium under rules adopted by the director of the department of 
economic development and fmance. Moneys in the undesignated 
portion of the funds may be utilized in any of the three targeted areas. 

SECTION 4. AMENDMENT. Section 10-30.4-03 of the 1993 Supplement 
to the North Dakota Century Code is amended and reenacted as follows: 

10-30.4-03. Organization. 

1. A board of directors shall manage the corporation. The board of 
directors shall adopt articles of incorporation and bylaws consistent with 
the requirements of section 10-30.4-02. The board of directors consists 
of: 

a. .Yfttil ~ +; -l--9%; the The president of the North Dakota state 
university of agriculture and applied science, or the president's 
designee and the president of the state university of North Dakota, 
or the president's designee. 

b. Aftet' :k:ttte -39; -l--9%; twe ffteffteers ftl'l'eintet:l e,. the eeftlftlissieftet" 
f!Jf ~ et:ltteetieflo, Mte f!Jf whieh l'ftft1 ee the eef!Uftissiefter. 

e:- The director of the department of economic development and 
fmance. 

9-r £.:. A representative of the North Dakota industrial development 
association, as appointed by that association. 

h £.:. Three members appointed by the governor, representing the 
primary sector industries of agriculture, energy, manufacturing, and 
export services. 

2. The members appointed under subdivisions b; c and d; ftft8 e of 
subsection 1 must be appointed in a manner that results in subsequent 
terms of three years staggered so that the term of at least one member 
expires each year. Members may be reappointed for additional terms. 

SECTION 5. A new section to chapter 10-30.4 of the 1993 Supplement to 
the North Dakota Century Code is created and enacted as follows: 

Technology transfer economic development fund - Continuing appropriation. 
The technology transfer economic development fund is established from moneys 
appropriated from the general fund. The fund is a revolving fund and all moneys 
transferred into the fund, interest upon fund moneys, and payments to the fund are 
hereby appropriated for the purposes of this chapter. The fund is not subject to 
section 54-44.1-11. All assets, investments, contracts, partnerships, and business 
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transactions of technology transfer, incorporated before the effective date of this Act 
must be transferred to the technology transfer economic development fund on the 
effective date of this Act. 

SECfiON 6. A new section to chapter 10-30.4 of the 1993 Supplement to 
the North Dakota Century Code is created and enacted as follows: 

Technology transfer economic development fund uses. The moneys in the 
technology transfer economic development fund may be used for the purposes of this 
chapter. Moneys may be used to make grants, loans, and other forms of suitable 
investments determined by the corporation to be appropriate for the 
commercialization of technology in this state. A portion of the fund may be used to 
defray the operating and administrative expenses of the corporation, including staff 
salaries and expenses. However, moneys from the return of project investments may 
not be used to defray the operating and administrative expenses of the corporation. 

Approved April 7, 199 5 
Filed April 7, 199 5 




