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CHAPTER V

Non-Profit Corporations

Part 40. GENI']IL%L PROVISIONS

40.1 Aut]lority. The regulations in this chapter

have been promulgated and issued by the Registrar of Corpora-

tions and approved by the Attorney General and the IIigh Com-

missioner of the Trust Territory of the Pacific Islands in

accordance wil-h Section 52, Title 37, of the Code of the Trust

Territory, 19.10 revision, as amended, and shall have the force
and effect of law.

40.[! Basis and Purpose. The regulations in this

chapter are designed to facilitate the administration of and

carry into effect the laws of the Trust Territory of the Paci-

fic Islands governing corporations formed for a purpose other

than pecuniary profit.

40.3 Definitions As used in this chapter, unless
context other\,;ise requires, the term:

(a) "Corporation"^mea'ns a non-profit corpora-
ilion organized under the laws of the Trust Terr:itory. A non-

_prof_'t co_:T)oration means a co[}:'oration organized for any-].aw-
ful purpose other than mecuniary profit. A corporation will.,

be deemed to be organized lot a purpose other than pecuniary

.profit Jf no })art of its _erty_m__net income _or profit is
distributable to its members, directors and officers.

A"

(b) "Charter" means (i) an order of the High

Commissioner granting a non-profit corporation the right to

conduct an], lawful activities in the Trust Territory, (ii) the

articles of incorporation of the non-profit corporation and

(iii) any provisions of the by-laws of the non-}?rofit corpora-

tion adopted =o meet the requirements of this chapter or othq< _
]_aw of the Tr_ist Territory. The term "charter" il_c].udcs all

amendments thereto but excludes documents prior in time to any
such amendmen= which restates the charter.
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(c) "Articles of Incorporation" means the

original or restated articles of incorporation or articles of

consolidation and all amendments thereto including articles

of merger an____dt in the case of a corporation created by order

of the HJ_qh C_2,_llissiorl(;r or by an act o.[ l:b.oConqress of

M:i.cronesia or of a cha'.:tered district le{_Js:l.ature t includes

the slpecial c:]arter and all}, amendments _hereto.

(d) "By-laws" means the code or codes of

rules adopted for the ]-egulation or management of t]_e affairs

of the corporation irrespective of the name or names by which
such rules ars designated.

(e) "Member" means one having membership

rights in a corporation in accordance with the provisions of

its articles .of incorporation dr by-laws.

f) "Board of directors" means the group of

persons vested with the management of the affairs of the cor-

poration irre-spect_ve of the name by which such group is des-
ignated.

(g) "Insolvent" means ina.bility of a corpora-

tion to pay its debts as they become due in the usual course
of its affairs.

40.4 Applicability. The provisions of this chapter
relating to domestic corporations shall apply to:

(a) All corporations organized hereunder; and

A
(b) All non-profit corporations heretofore

organized underAthe laws of the '].'rustTer[-i.tor-,..,Afora purpose
or purposes for which a corporation might be organized under

this .cha_)ter which shall e].ect, as provided in Part 46.6 of

this chalDter r to be .qoverned by this chapter.

40..5 Purposes. Corporations may be organized under

this .cha]?ter r___jn].ess orqanization thereof is governed b_: other

chapters of this '].'J.tle d or b_, other ].aws or requ]ations of

the Trust '].'erii:itory_for any lawful purpose or purposes, in-

cluding, without being limited to, any one or nfore of the fol-

lowing purposes: charitable; benevolent; eleemosynary; educa-

tional; civic; patriotic; political; religious; social;
fraternal; li .... ,_e__a_.h; cultural; athletic; scientific; agricu].-

tural; horticultural; animal husbandry; professional, commercial,
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industrial or trade association; or acting as the entity desig-

nated by any chartered district leqis].abure toi_____i!L.l].e!!_entthe United
rll • _., •States Po].TLc_ .Statc.mcnt on ']'raI_sfer of ..tt±e o[ [)ub].ic Lands from

_le ']._rustTerritory of the Pacific Islands to the Districts, dated

November 2, 1973.

40.6. General Powers. Except as otherwise provided in

its articles of incorporation, each corporation shall have power:

(a) ']'ohave perpetual succession by its corpor-

ate name unless a limited period of duration is stated in its

articles of incorporation.

(b) To sue and be sued, complain and defend, in
its corporate name.

(c) To have a corporate seal which may be altered

at pleasure, and to use the same by causing it, or a facsimile

thereof, to be impressed or a£fixed or in any other manner repro-
duced.

(d) To purchase, take, receive, lease, take by

gift, devise •or bequest, or otherwise acquire, own, hold, improve,

use and otherwise deal in and with real or personal property, or

any interest therein, wherever situated; ]?rovided, however, that

such power shall_ not extend to real __ unless all the members
of the corporation, or, if the cor])oration has no members, al]. the

directors of the. co.r_0oralz.ion_ are citizens of the Trust Territory
;"-''" "-_- Trustor un].ess the cur_)oratJ.on itsm].f is by law a c±<.i_.en of _,,<:

Territor_r.

(e) To sell, convey, mortgage, pledge, lease, ex-

change, transfer and otherwise dispose of all or any part of its

property and assets.

(f) To lend money to its emp].oyees other than .its

officers and directors and otherwise assist its employees, officers

and directors.

(g) To p.urchase, take, receive, subscribe for, or

otherwise acquire, own, hold, vote, use, employ, sell, mortgage,

lend, pledge, or otherwise dispose of,. and otherwise use and deal

in and with, shares or other interests in, or obligations of,

other domestic or foreign corporations, whether for profit or not

for profit, associatJ.ons, pa.rtnershi[_s or individuals, or'direct

or indirect obligations of any government, or of any governmental

instrumentality.

(h) To make contracts and incur liabitlities, bor-

row money at such rates of interest as the .corporation may deter-

mine, issue its notes, bonds, and other obligations, and secure
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any of its obligations by mortgage or pledge of all or any of its

property, franchises and income, and guarantee ob]i_lations of
others.

(i) To lend money for its corporate purposes, in-

vest and reinvest its funds, and take and hold real and personal

pz:operty, to the extent }_ermitt,.--d b_ ]._w, as security for the pay-
ment of funds so loaned or invested. A

(j) TO conduct its affairs, carry on its operations

and have offices and e.wercise the powers granted by this chapter

throughout the Trust Territory of the ]Pacific Is].ands.

(k) To elect or appoint officers and agents of tl_e

corporation, wl_o may be directors or members, and define ti_eir

duties and fix their compensation.

(i) . To make and alter by-laws, not inconsistent

with its charter or with the laws of the Trust Territory, for the

administration and regulation of the affairs of the corporation.

(m) Unless otherwise provided in the articles of

incorporation, to make donations for tl_e public welfare or for

charitable, scientific or educational purposes.

(n_) I'o indemnify any director or officer or former
director or officer of the corporation, or any person who may have

served at its request as a director or officer Of another corpora-

tion ii] which Jt owns shares of capita] stock or of wllici_ it is a

creditor, against expenses actually and reasonably incurred by l_im
in connection with the defense of any action, suit or proceeding,

civil or criminal, in which he is made a party by reason of being

or having been such director or officer, except in relation to
matters as to which he shall be adjudged in such action, suit or

proceeding to be liable for negligence or misconduct in the per-

formm]ce of duty to the corporation; and to make any other indem-
nification that shall ]De authorized by the articles of incorpora-

tion or by-laws, or resolution adopted after notice by the members
entitled to vote.

(o) To pay ]pensions and establish pension plans or

pension trusts for any or all of its directors, officers and em-

ployees.

____) To cease its corporate activities and surrender

its corporate franchise.

.(_q_) To have and exercise all powers necessary or
convenient to effect any or all of the purposes for which the cor-

poration is organized.



40.7 Defense of Ultra Vires. No act of a corpora-

tion and no conveyance or transfer of real or personal property

to or by a corporation shall be inval.id by reason of the fact

that the corpc)ration was without capacity or power to do such

act or to make or receive such conveyance or transfer, but such

lack of capacity or power may be asserted:

(a) In a proceeding by a member or a director

against the corporation to enjoin the doing or continuation of

unauthorized acts, or the transfer of real or personal property

by or to the corporation. If the unauthorized acts or transfer

sought to be enjoined are being, or are to beperformed pursuant

to any contract to which the corporation is a party, the court

may, if all of the parties to the contract are parties to the

proceeding and if it deems the same to be equitable, set aside

and enjoin the performance of such contract, and in so doing

may allow to the corporation or the other parties to the con-

tract, as the case may be, compensation for the loss or damage

sustained by either of them which may result from the action

of the court in setting aside and enjoining the performance of

such contract,, but anti0.ipated profits to be derived from the

performance of the contract shall not be awarded by the court

as a loss or damage sustained.

(b) In a proceeding by the corporation, whether

acting directly or through a receiver, trustee, or other legal

representative, or through members in a representative suit,

against the officers or directors of the corporation for ex-

ceeding their authority.

40.8 Limited Liability. The directors, officers,

employees and members of the corporation shall not, as such,

be liable on its obligations.

40.9 COrporate Name. The corporate name :

(a) Shall not contain any word or phrase which

indicates or implies that it is organized for a0y purpose other

than one or more of the purposes contained in its articles of

incorporation.

(b) Shall not ]_e the same as, or deceptively

similar to the name of any corporation, whether for profit or

not for profit, existing under the laws of the Trust Territory
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or authorized to transact business or conduct affairs in the

Trust Territory/ or a corporate name reserved or registered

as permitted by the laws of the Trust Territory.

40.10 Reserved Name. The e>'clusive right to the use

of a corporate name ma_,:

(.a) Be reserved by an._y_co___rporat.i:oi!_by filinq
with the Registrar an a]:)ol]._'a'_ to reserve a s;._ecifi(:d cor-

_porate name, exec_ utedb____ v the aD<!licant, if tile Reqistrar f{- __]ILI..,

that the name- is available for cor_L_t_9__us...e, he s!lall roserx, e

it for the exclusive use of the applicant for % period of four
months.

(b) Be transferred to an,, other person or cor-

]9oration by filing in the of.i!ice of t]_e Registrar a notice of

such transJ_er, exec__u--ie[]__bvti._e a]s_li_]{t: for ,..:]_omtile name was
.reserved, and specifying the name and address of the transferee.

(c) ]Be revoked bZ tbe.__istrar after hearing.

if he is of the o]ginion that the a[;pj.ica___tiontherefor or an}i

transfer thereof was not made in .good faith.

40.1]. Registered Office and Rec!istered Accent. Each

_corporation shall have and continuous!_, .maintaJ_the Trust
Territory :

(a) A reqistered office which may be, but need

not be, the same as its orlnclpal office.

.(b) A reqistered aqent t which agent must be an
individual resident in the Trust Territory whose, business of-

fice is identical w.i_t]_such reqistered office, and who is a
member, officer or director of the corporation.

40.].2 Chanqe of Registered Office or Appointment or

Change of Registered Agent. A corporation ma_-c!___£_aj!.geit.s re-

'gistered office or appoint or chanqe its rec_istere(i agellt_ or

both, upon fl.l_g-_ith the Reoistrar a statement showinq:

(a) The name of the corpor.-itioll

(b) The address of its then registered office.
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(c) If tile address of its registered office be
chanc{ed, the post office address (_]ic--[ud]_i i:he streot and num-

ber if any) to which the registered office is to be chan_ed.

(d) The name of its then registered a_ent.

(e) If its rec[istered aoe_!]t___bechanged, the

name of its successor registered ac{ent and [hat he is a resident
of the Trust ' -' -. _.err.].torv and that he is a.member, officer or di-
rector of the corporation.

.If) That th.e address of its registered office

and the address of the busifless .office of its reclistered agent,

as changed r _._,.illbe identical.

(q) That. such change was authorized by resolu-

tion dul_ adopted by its board of directors.

The statement shall have attached thereto a certified coj2_, of
the minutes of the board of directors of the corporation autho-

rizing the desJ_:_n_l_tion. Thes_ tat.ements shall be verified by
the oath of the _)resident or a v.ice <)resident of the corporation,

and shall become effective when filed with the Registrar: '

40.13 Service of Process on Corporation. (a) The

re_qistere£[ agant' of a corporatiol) s]:_all be an acjent of such cor-
_po r a t i o n ....... :2.:.... ._12-- .... -_._-__ _L__ .__-_:__:---._:_______.- .......___Z:?.L " ' -U}3OI] V.'llO]i] aliy ])£ouobs , ]-loLic(J r o]ttt]z Ol d(-..JHa]](l £_c_tLl£e£]

by law to ]De served upon the corporation may be
served.

(b) Whenever a cor_?oration shall fail to appoint

or maintain a registered agent in the Trust Territorv j. or when-

ever its registered agent cannot with reasonab].e diligence be

found at the registered office, then the Registrar sha].l be an

_agent of such .cor?p_9!:at___o.n:.___!ponkv.hol]h_maybe served any process,

notice, order or demand I exce_l)t one issued by the Registrar.
Service mav be made on the " ' •........ ._. l\eg.:strar at his office, lle shall

}qithout delay co::uuunicate the same, by certified mail, to the

_corporation at its last known address and keep a record thereof.

Any .process, notice., order or demand issued by tile Reqistrar

shall be served by being mailed b Z certifie<] mail addressed to

the corpora.tion at the address of its last registered office.

(c) Hothinq herein conta.i_ned shall ].imit or af-

fect the right to serve an},. process_, notice or demand reouired

o]._?e_e_rmitl:ed j.)_&]____awto be served upon a corporation in any other

manner now or hereafter permitted by law.
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(d) The addre._;s of the r(-,(listered office and

the name and address of the ruqistered ac[ent of every corpora-

tion as last filed with the Registrar pursuant to the provisions

of this ch.a]gtcr sha!______lbe conclusive for the ]purpose of service

.of process.

40.].4 Books and Records. Each corporation shall

keep correct and complete books and records of account and

shall keep minutes of the proceedings of its menJ]ers, board
of directors and committees having any of the authority of

the board of directors; and shall keep at its registered office

or principal office in the Trust Territory a record of the
names and addresses of its members entitled to vote. All books

and records of a corporation may be inspected by any member, o._L

:his aqent or attorney, in accordance with ti_e provisions of

sectl-on-_[_T-_f-n_tle 37, Trust Territory Code, 1970 revision.

405 Shares of Stock and Dividends Prohibited. A

corporation shall not have or issue shares of stock. No divi-

dend shall be paid and no part of the income or profit of a

corporation shall be distributed to its members, directors or

officers. Unless the articles of incor[aoJ_ation otherwise !?ro-

v_ a corpo::_ation may pay compensation in a reasonable amount
to its members, directors, or officers for services rendered,

may confer benefits upon its members in conformity with its

purposes, and upon dissolution or final liquidation may make
distributions to its mel-t_]ers as permitted by this cllapter, and

no such payment, benefit or distribution shall be deemed to be
a dividend or a distribution of income or profit.

Part 41. MEM3ERS

41.1 Members. A corporation may have one or more

classes of members or may have no members. If the corporation

has one or moL'e classes of members, the designation of such

class or classes, the manner of election or appointment and

the qualifications and rights of the members of each class
shall be set forth in the articles of incorporation or the by-

laws. If the corporation has no members, that fact shall be

set forth in the articles of incorporation or the by-laws. A

corporation may issue certificates evidencing membership therein.

.Any such certificate will no_t___bedeemed to be a "security" sub-

ject to the regulations set forth in Chapter II of this Title 4.

41.2 Meetings of Members. (a) Meetings of members

may be held at such place, either within or without the Trust Te_

ritory, as may be provided in the articles or by-laws. In the
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absence of any such provision, all meetings shall be held at

the registered office of the corporation in the Trust Territory.

(b) An annual meeting of the members shall be

held at such time as may be provided in tile art.i.c]es or by-laws.

Failure to hold the annual meeting at the designated time shall

not work a forfeiture or dissolution of the corporation.

(c) Special meetings of the members may be called

by the presid(;nt or by the board of directors and shall be ca____].]__ed

by the president whenever required b], the articles of incorl)ora-
_tlon or t]{e--__. Special meetings of the members may also

be called by such other officers or persons or number or propor-

tion of members as may be provi<]ed in the articles of incorpora-

tion or the by-laws. In the absence of a provision fixing the

number or proportion of members entitle<] to call a meeting, a

special meeting of members may be called by members having one-
tenth of the votes entitled to be cast as such meeting.

41.3 Notice of Members' Meetings. Unless otherwise

provided in the articles of incorporation or the by-laws, written
notice stating the place, day and hour of the meeting and, in

case of a special meeting, the purpose or purposes for which the

meeting is ca led, shall be delivered not less than twenty-four

nor more than fifty days before the date of the meeting, either

persona].iy or by mail, by or at the direction of tile president,,_
the secretary,..or the officer or persons ca]_ling the meeting,
to each member entitled to vote at such meeting. If mailed,

such notice s]lall be deemed to be delivered when deposited in

the mail addressed to the member at his address as it appears

on the records of the corporation, with postage thereon prepaid.

A waiver of the notice of the mge.tin_____g- in writing siqned by the_

person or persons entitled to sk}cll noticez whether before or
after the time Statc, d therein, shall be the equivalent to the

giving of such notice.

41.4 Voting. (a) The right of the members, or any
class or classes of members, to vote may be limited, enlarged or

denied to the extent specified in the articles of incorporation

or the by-laws. Unless so limited, enlarged or denied, each

member, regardless of class, shall be entitled to one vote on
each matter submi.tted to a vote of members.

(b) A member entitled to vote may vote in person

or, unless the articles of incorporation or the by-laws otherwise
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provide, may vote by proxy executed in writing by the member or

by his duly authorized attorney-in-fact. No proxy shall be valid

after eleven months from the date of its execution, unless other-

wise provided in the proxy. W]lere directors or officers are to

be elected by members, the articles of incorporation or by-laws
may provide that such elections may be conducted by mail.

(c) The articles of incorporation or the by-laws

may provide that in all elections for directors every member en-

titled to vote shall have the right to cumulate his vote and to

give one candidate a number of votes equal to his vote multiplied

by the number of directors, to be elected, or by distributing such

votes on the _ame principle among any number Of such candidates.

(d) If a corporation ]]as no members or its members

have no right to vote, the directors shall have the sole voting

power.

41.5 Quorum. The prtic]_es or by-laws may provide the

number or percentage of members entitled to vote represented in

person or by proxy, or the number or percentage of votes repre-

sented in person or by proxy, which shall constitute a quorum at

a meeting of mentbers. In the absence of any such provision, mem-

bers holding one-tenth of the votes entitled to be cast on the

matter to be voted upon represented in person or by proxy shall

constitute a quorum. A majority of the votes entitled to be

cast on a matter to be voted upon by the members present or rep-

resented by proxy at a meeting at which a quorum is present shall

be necessary for the adoption thereof un]_ess a greater proportion

is required by this chapter or by the charter.

Part 42. DIRECTORS AND OFFICERS

42.1 Board of Directors. The affairs of a corpora-

tion shall be managed by a board of directors. Directors need

not be residents of the Trust TerrJto__r_ or members of the cor-
•poration unless the articles of incorporation or the by-laws

so require. The articles of incorporation or the by-laws may

prescribe qualifications for directors.
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• 42.-2 Number and Election of Directors. (a) The num-

ber of di ...... of d cor_)oration shall '--_XeC u(.}XS - _.. _._,..not less than tnre_.

Subject to such limitatioll, the nnmber of directors sha].l be

fixed by the articles o.<.incor_or_.tion or, if tb.:- articles of
J.ncor',:)oration._ n,or_£t , ...!y, the ])-..,-]. ....- _'_',.... The num_]cr of ¢_.trcctor..,'_'

may be increa_;od or c_,.-c:rcased from time l:o time, by amendment

of the articl_.,.._{o£ inco:c]:.)ora.-.t}i.onor of the by-laws, as the

case may be. A

The directors constituting the first

board of directors shall be named in the articles of incorpora-
tion and shall hold office until the first election of

directors or for such other period as may be sp'..'.cified in the

articles of incorpora,tion or the by-laws. Thereafter, directors
shall be elected or a_m)ointe4 in the manner andfor the terms

provided in the articles of J..... 'ncozporaL.lon or the by-laws. In

the absence of a provision fi_-<J.ngthe term of office, the term

of office of a directo<' shall be one year.

Directors may be divided into classes and
the terms of office of the several classes need not be uniform.

Each director shall hold office for the term for which he is

elected or appointed and until his successor shall have been

elected or appointed and qualified.

(d_) A director, may be removed £rora office pur-

suant to any procedure therefor provided in the articles of in-
corporation or the by-laws.

42.3 Vacancies. (a) An}, vacancy occurring in the
board of directors and any directorship to be filled by reason

•of an increase in the number of directors may be filled by the

affirmative vote of a majori[y of the remaining directors,

though less than a cTuorum of the board of directors, unless the

articles of incorporation or the by-laws provide that a va-

cancy or directorship so created shall be filled in some other

manner, in which case such provision shall control. ..

(b) A director elected or appointed, as the

case may be, to fill a vacancy shall be elected or appointed

for the unexpired term of his predecessor in office.

(c) Any directorship to be filled by reason

of an increase in the number of directors may be fi].led by the

board of directors for a term of office continuing only until

the next election of directors by the members.
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42.4 Quorum of Directors. A majority of the number

of directors fixed by tile art]_cles of incor_)oration or the by-
laws if the artic].es so permit, shall constltute a quorum for

the transaction o.f business, unless otherwise provided in the

artic].es of incorporation or the by-laws; but in no event shall

a quorum consist of less than one-third of the number of direc-

tors so fixed or stated.. The act of a majority of the directors

present at a meeting at which a quorum is present shall be the

act of the board of directors, unless t)le act of a greater num-

ber is requ.ired by this chapter, the articles of incorporation
or the by-laws.

42.5 Committees. (a) If the articles of incorpora-
tion or the by-laws so provide, the board of directors, by reso-

lution adop_ed by a majority o-f the directors in office, may
designate and appoinff one or more committees each of which shall

consist of two or more directors, which committees, to the ex-

tent provided in such resolution, in the articles of incorpora-

tion or in the by-laws of the corporation, sha].l have and exer-

cise all the authority of the boar(] of directors, except that

no such cormnittee shall have the authority of the board of direc-

tors in reference to _ amending, altering or repealing the by-

laws; (ii.__)electing, appointing or removing any member of any

such committee or any director or officer of the corporation;

(iii) amending the articles of incorporation, restating articles

of incorporation, adopting a plan of merger or adoptin 9 a plan

of consolidation with another corporation; _ authorizing the

sale, lease, exchange or mortgage of all or substantially all of

the property and assets of the corporation; (v) authorizing the

voluntary dissolution of the corporation or r.evoking proceedings
therefor; (vi) adopting a plan for the distribution of the as-

sets of the corporation; or _ amending, altering or repealing

any resolution of the board of directors which by its terms pro-

vides that it shall not be amended, altered or repealed by such

committee. The designation and appointment of any such conm]ittee

and the []elegation thereto of authority shall not operate to re-

lieve the board Of directors, or any •individual director, of any

responsibility imposed .on such person.

(b) if the articles of ].ncorporation or the

by-laws so pt-ovid(:, the Boal-(] Of DJ__7octo.vs or_ any committee of

the Boa1:d co1_stJ, kuted pu.t:st_ant to pa._:a[Iraph (a) }_c.reof n}aj_

desJ.qll<l-e _nd _._.)l_oJ.lltadvJ. sol:y coli_m.itt.o:.Q_o - ii_o.nlbo.r._;of
which need not. be members, officers or dJ_recto]Ts of the

corpora tion.
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42.6 P].ace and Notice of Director's Meetings.

Meetings of t]le board of d.trectors, regular or special, may be

held either within or without the Trust TerrJ. lzory, and upon such
notice as the by-laws may prescribe. Attendance of a director

at any meeting shall constitute a waiver of notice of such meeting

except when a director attends a meeting for the express pur-

pose of objecting to the transaction of any lousiness because
the meeting is not lawfully called or convened. Neither the

business to De transacted at, nor the purpose of, any regular or

special meeting of the board of directors need be specified in

the notice or waiver of notice of such meeting unless the arti-

cles of incorporation or the by-laws so require.

42. 7 Officers. (a) '.['heofficers of a corporation

shall consist of a president, one or more vice presidents,

a secretary, a treasurer and such other officers and assistant

officers as may be deemed necessary, each Of whom shall be

elected or appointed at such time and in such manner and for

such terms.as may be prescribed in the articles of incorporation

Or the by-_aws. In the absence of any such provision, all

officers shall be elected or appointed annually by the board

of directors. If the by-laws so provide, any two or more

offices may be held bv the sa,me person, except the offices of

president and secretary.

The articles of incorporation or the by-laws
may provide that any one or more .officers of the corporation
shall be. ex officio members of the board of directors.

(c) The officers of a corporation may be designated

by such additio_-_ titles as may be provided in the articles of

incorporation or the by-laws.

42. 8 Removal of Officers. Any officer elected or

appointed may be removed by the persons authorized to elect or

appoint such officer whenever in their judgment the best interests

of the corporation will be served thereby. The removal of

an officer shall be without prejudice to the contract rights,

if any, of the officer so removed. Election or appointment •

of an officer or agent shall not of itself create contract rights.
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42.9 Loans i-o Directors, Officers and Members Pro-

hibited. No loans shall be made, directly or .indirectly, by a
corporation to its directors, officers or members. Any director

or officer who assents to or participates in [the making of any

such loan shall, be liable to the corporation for the amount of

such loan un:il the repayment thereof.

Part 43. FOF£MA'I'ION OF CORPORATION AND A_ENDMENTS

43.1. Incorporators. Tw___o_oor more persons may file an

_pplication for a charter as a corporation with the Registrar.

43.2 Effect of Issuance of Charter of I_)corporation.

Upon the issua1_ce of the c]_arter of incorporation, the co_-porate

e,_'istence shall begin. A The char_..r of incorporation shall be
conclusive evidence that-_-_{, <-__ons preced.ent required to

be perforroed by the incorporator, ave been complied with and

that the corporation has been in. -porated under the ].aw.

42.3 Organization Meet±ngs. After the issuance of

the charter of incorporation an organization meeting of the

board of directors named in the articles of :i.ncorporation shall

be held_at the call of a majority of the incorporators, for the
purpose of adopting the by-laws_theretofore a_m)roved bv the

]]igh Commissioner. A first meetlng of the members may be held
at the call of the directors, or a majority of them,, upon at

least twenty-four days' notice, for such purpose as shall be
stated in the notice.

43.4 Right to Amend Articles of Incorporation. A

corporation may amend its articles of incorporation, from time

to tirne, in any and as many respects as may be desired,
vided that -she amendment ma_, contain only such T)rovisions as

_ght be lawfully Contained in oriqinal articles of incorpora-

tion at tl_e :t-i-meof ma_q such amendment.

43.5 Procedure to Amend Articles of Incorporation.

Amendments to the articles-of incorporation shall be made in

the following manner:

- 14



(a) If there are members entitled to vote thereon,

the board of directors shall adopt a resolution setting forth the

proposed amendment or amendments and directing that it be submit-
ted to a vote of members entitled to vote thereon. Written notice

setting forth the proposed amendment or amendment_ and a summary

of the changes to be effected thereby shall be given to each mem-
ber entitled [o vote thereon within the time and in the manner

provided in this chapter for the giving of notice of meetings of

members. The pro-_os(-..damendment Shall ]Je adopted upon receiving

at least two-thirds of the votes which members present at such

meeting or represented by proxy are entitled to cast or u_._on re-

ceJ.ving the written consents of members entitled to cast two-thirds
of the votes.

(b) If there are no members, or no members

entitled to vote thereon, an amendment or amendlnents shall be

adopted at a meeting of the board of directors upon receiving

the vote of at least a majority of the directors in office.
A

43.6 Articles of Amendment. The articles of amendment

shall be executed by the corporation by its president or a

vice president and by its secretary or an assistant secretary,

_Id shall be verified by_ the oath of one of the officers

executing such articles r and shall set forth:

(a) The name of the co_.-poration.

(b) The amendment or amendments so adopted.

(c) If there are members entitled to vote

thereon, the date of the meeting of the board of directors
at which the amendment or amendments was directed to be submitted

to a vote of members; the date when notice was qiven to each member
_._:led to vote; the fact that such notice was qlven in the manner

provided in uhis chapter and was accomT__?a1__ied by a copy of the

_osed amendment or amendments; the <late of adoption of
the amendment or amendments by the members; whether the vote was
taken at a meetinq or b,, consont; the number of members entitled

to vote thereon; al}d the number of members votinq for such amend-
ment or amenflments.
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(d) If there are no members, or no members

entitled to vote thereon, a statement of such fact, the date

of the meeting of the board of directors at which the amend-

ment or amendments was adopted, and a statement of the fact
that such amendn_ent or amendments received the vote of at

least a majority of the directors in office.

43.7 Approva]. of Amendment. The articles of amend-

merit shall be cJe]./__verod to the IilJ.sh Commission,,.,._;. I£ the llJ.gh
Commissioner finds that the articles coml_].y with the recluire-

ments of law he shall ap_or0ve the amendment in writing.

43.8 Effectiveness of Amendment. U_on aoprova], of

the amendment by_the ]li([h Commissiong.r__ " the amendment slla].].])e-

come effective and the articles of inco.15])oration shall be deemed.

to be amended accor(_inc_]._", j)rov.].(!e_dL howeve]___L, that no amendment

shall akfect__an}-_/_ex__Js__ti___]c_cause of action in favor oi--oi:

aqainsl;, such corporation, or any__ending action to which such

co_rj._oration shall be a ]_artI, or the e×Jsting rights of persons

other than members; and, provided, further that in the event
the corporate name shall be changed by amendment, no action

brought by or against such corporation under its former name
shall abate for that reason.

Part 44. MERGER r CONSOLIDATION AND SALE OF ASSETS

44.1 Procedure for Merger. Un].ess otherwise pro-

vided by the ar_-_-cles of incQrporation any two or more_cot-, ' Ex
porations n.ay merge into one of such corporations pursuant to

a plan of merger approved in the manner provided in this chapter.
Each corporation shall adopt a plan of merger setting forth:

(a) The names of the corporations proposing

to merge, and the name of the corporation into which they pro-

pose to merge, which is hereinafter designated as the surviving

corporation.

(b) The terms and conditions of the proposed

merger.
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(c) A statement of any changes in the charter

of the surviving corporation to be effected by such merger.

(d) Such other provisions with respect to the

proposed merger as are deemed necessary or desirable.

44.2 Procedure for Consolidat'ion. I]nless otherwise.

_]rovided b Z the articles of incorporation _ any two or more A
corporations may consolidate into a new corporation pursuant

to a plan of consolidation approved in the manner provided in

this cllapter. Each corporation shall adopt a plan of con-

solidation setting forth:

(a) The names of the corporation.s proposing to

consolidate, and the name of."the new corporation into which they

propose to consolidate, which is hereinafter designated as the
new corporation.

(b) The terms and conditions of the proposed
consolidation.

(c) With respect to the new corporation, all of

the statements required to be set forth in Opp].ication for charter

of incorporation for corporations organized under Title 37_ Trust
Terr.itory Code, ]_970 revision, as amended.

(d) Such other provisions with respect [o the

proposed consolidation as are deemed necessary or desirable.

44.3 Approval of Merger or Consolidation. A

plan of merger or consolidation shall be adopted in the following
manner :

(a) If the members of any merging or con-

sol idating corporation are entitled to vote thereon, the board

of directors of such corporation shall adopt a resolution

approving the proposed plan and directing that it be submitted
to a vote of members entitled to vote thereon. Written notice

setting forth the proposed plan or a summary _hereof shall be

given to each member entitled to vote _.hereo_] within the time

and in the manner provided in this _cJlaptl,r i_or the giving of
notice Off mectJ.n( s O.[ member's,. The l_:ol,o,._cdi)].an sl_a].] l)e

adop[tcd tll_(]nreceiv.i.n9 at ]ca,:_t two-thir(ls oi.=tile votes wllJch

members present at each such meeting or represented by proxy

are entitled to cast ot_!!i_M])on:<eceivin(.i the w_:il:ten consents q,f
members entitled to cast two-thirds of the votes.

- 17 -
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(b) If any merging or consolidating corporation

has no members, or no members entitled to vote thereon, a

plan of merger or consolidation shall be adopted at a meeting
of the board of directors of such corporation upon receiving

the vote of at ].east a majority of the directors in office.

After such approval, and at any time prior to the filing of

the articles of merger or consolidation, the merger or con-

solidation may be abandoned p<irsuant to provisions therefor,

if any, set forth in the plan of merger or consolidation.

44.4 Articles of Merqer or Consolidation. Upon such

approv.al, ar-aicles of merger or articles of consolidation
shall be executed by each corporation by its president or a

vice president and by its secretary or an assistant secretary,

verified by_ the oaths of one of the officers on behalf of

each corpora.tion signing such articles, and shall set forth:

(a) The plan of merger or the plan of
consolida.tion.

(b) If the members of an\, merging or con-

solidating corporation are ent,itled to vote thereon, then as

to each suck corporation (].) a statement setting forth the

date of the meeting of members at which the plan was adopted,

that a quorum was present at such meeting, and that such

plan received at least two-thirds of the votes which members

present at such meeting or represented by proxy were entitled

to cast; or (2) a statement that such amendment was adopted

by written consents of members entitled to cast two-thirds of
the votes w:Lth respect thereto.

(c) If any merging or consolidating corporation

has no members, or llo members entitled to vote thereon, then as

to each such corporation a statement of such fact, the date of

the meeting of the board of directors at which the plan was

adopted and a statement of the fact that such plan received the

vote of at least a majority of the directors in office.

A
44.5 Apl)ro\;a] off Articles of Mer.qer or Conso].id-'_-ion.

The articles of J_lerg(2r or articles of (:onso.li([;]tJ(M] sh,q].[ l_e do-

_[v(.-.red t:o the: ;{]T.2]T'-<-.'.TolCGT(I'_T].o._(:_r..tLI2l::tle II:iqh (:omu_.i,_'.-:.i.on,qx: t;.i.nds

that such nrtLic]es comp]_- will) the rec{u:Lrements of law, he shall

a_j}l)rove such articles, in writJ'.ng.



44.6 Effect of Merqcr or Consolidation. Upon a___)roval
of the articlcs of merger or the articles of consolidation by

the IIigh Commissioner, the merger or consolidation shall be ef-
fected. When such merger or consolidation has been effected:

(a) The several corporations parties to the

plan of merger or consolidation shall be 'a single corporation,

which, in the case of a merger, shall be that corporation desig-

nated in the [<lan of merger as the surviving corporation, and,

in the case of a consolidation, shall be the new corporation

provided for in the plan of consolidation.

(b) The separate existence of all corporations

parties to the plan of merger or consolidation, except the sur-

viving or new corporation, shall cease.

(c) Such surviving or new corporation shall

have a].l the rights, privileges, immunities and powers and

shall be subject to all the duties and liabilities of a corpora-

tion organized under this chapter..

(d) Such surviving or new corporation shall

thereupon and thereafter possess all the rights, privileges,

immunities, and franchises, as well of a public as of a private

nature, of each of the merging or consolidating corporations;

and all property, real, personal and mixed, and all debts due

on whatever account, and all other choses in action, and all

and every oth-_r interest, of or belonging to or due to each of

the corporations so merged or consolidated, shall be taken and
deemed to be transferred to and vested in such single corpora-

tion without further act or deed; and the title to any real

estate, or any interest therein, vested in any of such corpora-

tions shall not revert or be in any way impaired by reason of

such .merger or consolidation.

(e) Such surviving or new corporation shall

thenceforth be responsible and liable for all the liabilities

and obligaticns of each of the corporations so merged or con-

solidated; and any claim existing or action or proceeding pending

by or against any of such corporations may be prosecuted as if

such merger or consolidation had not taken place, or such sur-

viving or new co.rporation may be substituted in its place.

Neither the rights of creditors nor any liens upon the property

of any such corporation shall be impaired by such merger or
consolidation.
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(f) In the case of a merger, the articles of in-
corporation of the surviving corporation shall be deemed to be

amended to the extent, if any, that changes in its articles of

incorporation are stated in the plan of merger; and, in tile case
of a consolidation, the statements set forth in the articles of

consolidation and which are required or permitted to be set forth

in the articles of incorporation of cori_orations organized under

this ch_j]ter nnd under Tit].e 37_. Trust Territor? Code, 1970 re-

vision, as am_n(lei shall be deemed to be the articles of in-

corporation of the new corporation.

A
44.7 Sale, Lease, Exchange, or Mortgage of Assets.

Unless the articles of incorporationotherwise provide, a sale,

lease, exchange, mortgage, pledge or other disposition of all,

or substantially all, the. property and assets of a corporation
may be made upon such terms and conditions and for such consid-

eration, which may consist in whole or in part of money or

property, rea.l or persona].., including shares of any corporation

for profit, domestic or foreign, as may be authorized in the
following manner:

(a) If there are members entitled tO vote

thereon, the board of directors shall adopt a resolution

recommending such sale, lease, exchange, mortgage, pledge or

other, disposition and directing that it be submitted to a

voteAof members entitled to vote thereon_ Written notice
stating that the purpose, or one of the purposes, of such

vote is to authorJ.ze the sale, lease, exchange, mortgage,

pledge or other disposition of all, or substantially all,

the property and assets of the corporation shall be given to
each member enti'tled to vote thereon, within the time and in

the manner provided by this ch__apter for the giving of notice

of meetings of members. ^The members entitled to vote .t]]_ereQiL

may authorize such sale, lease, exchange, mortgage, pledge

or other disposition and may fix, or may authorize the board
of directors to fix, any or all of the terms and conditions

thereof and the consideration to be received by the corporation

therefor. Such authorization shall require at least two-

thirds of the votes which members present at such meeting or
represented by proxy are entitled to cast thereon or the

writtc_l con._ents of meml)ers enti_-]ed to cast iw_-thi. 17ds of the.

vol:es the_:oon. Aftc'r such a_lthorizatJon by n vote, of metalled-s, t-bt.:
board of di.l:ectors, nevertheless , ill its discretion, may abandon

such sale, ].ease, exchange, mortgage, pledge or other disposition
or assets, subject to the rights of third parties under any contracts

relating thereto, without further, action or approval by members.
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I (.b) If there are no members, or no members en-

titled to Vote thereon, a sale, lease, exchange, mortgage,

pledge or other disposition of all, or substantially all, the

•| property and assets of a corporation shall be authorized upon

i receiving the vote of at least a majority of the directors in
.office.

I Part 45. D_':SSO].,UTION

45.1 Volunta1:y Dissolutiorl. A corporation may dis-

solve and w_nd up i-ts affairs in the following manner:

(a) A corporation me}, be voluntaril}.[, dissolved

by the written consents of at least members entitled to cast
two-thirds of the vote.s of all m(_mbers. Upon the execution

of such written consents, a statement of intent to dissolve

shall be exe__c_uted bv t]__9_.c__9or})oj_ationby its president or a
vice-president and bv its s._ -. _<.c].etarv or an assistant secretary_,

and verified by one of the officers signiog such st.atement r

which statement shall set forth,:

The name of the corporation.

(2) The names and addresses of its officers.

(3) The names and addresses of its directors.

(4) A statement that such written consent

has been sicjned b_ members of the cor_oration entitled to cast
two-thirds of the votes of all members, , J °u

(b) A corporation may be voluntari]=\__, dissolved

•by the act of the corporation, when authorized as follows:

(i) If there are members entitled to vote

thereon, the board of directors shall adopt a resolution

recommending that the corporation be dissolved, and directing
that the question of such dissolution be submitted to a vote

at a meeting of members. .Notice shall, be qiven to members
entitled to vote there<_ _" 'w_1.{.-.h_n the t:i.me and .in the man.n_2 "L

.}_rovi(]edl in tllis c]lal:)tor for the qiv:inc_ el notice of meeti_qs
of stsoc.kholders, and shaJl state tidal-.the purpose, or one of

the purposes o[. such meeting is to consider the advisability

of dissolving the corporation. At such meeting a volse of
members entitled to vote ther'_at shall be ta]:en on a resolution

[o d'.{ssolve t]_e cor_grattion. Such .roso].ut:i.on shall be adopted
6pen receiving the affirmative vote of at ].east two-thirds of

the members of the cor]oorattion.
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(2) If tbo_-e are no members, or no members

entitled to vote thereon, the dissolution of tile corporation

shall be authorized at a meeting of the board of directors upon

the adoption of a resolution to dissolve by the vote of at least

a majority of the directors in office.

(3) Upon the adoption of such resolution,

a statement Of intent to dissolve shall be executed b_, the cor-

.poratJ.on by il-s president or a vJ.ce-president and by its secre-

tary or an assir_'tant secretary, arl(] verified bv the o_{th of one
of the,. office._:s signing such statement, which statement shall
set fort]) :

(i) The name of the corporation.

- (ii) The names and addresses of its
officers. -

(iii) The names and addresses of its.
directors.

(iv) A copy of the resolution adopted

by the members, or if there are no members, or no members en-

titled to vote thereon, b_..the directors, authorizing the dis-

solution of the corporation.

(v) If there are members r "entitled to

vote thereon r the nulJ]er of members and the number of members
who voted for the resolution.

(vi) If there are no members, or no

members entit].ed to vote thereon_ the number of directors and
the number of directors who voted for the resolution.

.Ic) The statement of intent to dissolve, _hether

b_ consent of stockholders or by act of the cornOration, shall '
be delivered to the Reqistrar. If the Registrar finds such

statement complies with the requirements of lay r .l_e shal.! file

the statement in his office " Upon the f.i].i_]jb,," th.e !J{_qistrar
of a statement _1_ intent to dissolve_ \..,hether b',:consent of

stocI<.___hol.c:]ersor _)y act of the corrooration, the corooration sh_].l

cease _t0_, on its business, except insofar as mav be neces-

sary for the windinq up thereof._ but such ].:.i.]inqsl_all not of
itself operate as a dissolution and its corporate existence shall,,L , ]i

continue until, a certifi[ca.te of _.['_solut-_ !]as been issued by

t_he lliqil Co_m_iJ._sloner.

45.2 P].al] of Distribution. A plan providing for the

distribution of assets, not inconsJ.stent wJ.th the provisions of

this c]j/!apter a1_d the a]:t.i.cles of J.ncorl)orat.i.on, may be adopted
by a corporation in the process of dissolution and shall be

adopted by a corporation for the purpose of authorizing any
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transfer or conveyance of assets for which this chapter requires

a plan of distribution, in the following manner:

(a) If there are members entitled to vote

thereon, the board of directors shall adopt a resolution recom-

mending a plan of distribution and directing the submission

thereof to a vote at a meeting of members entitled to vote

thereon. Written notice setting forth %he proposed plan of

distribution or a sunm_ary thereof shall be given to each mem-

ber entitled to vote thereon_ within the time and in the man-

ner provided in this ch_-_)ter for the giving of notice of meet-

ings of members. Such plan of distribution s!lall be adopted
upon receivin:]_ at least two-thirds of the votes which members

present at such meeting or represented by proxy are entitled

to cast or u_oJ__h_recej.ving_the _written consents of members
enti_tled to cast two-thirds of the votes thereon.
f

(b) If there are no members, or no members en-

titled to vots thereo_ a plan of distribution shall be adopted

at a meeting of the board of directors upon receiving a vote

of at least a majority of the directors in office.

45.3 Revocation of Voluntary Dissolution. A cor-

poration may, at any time prior to the issuance of_a certifi-

cate of dissolution by the High Cq_mmissione.r revoke v_oluntary

dissolution icrococdinq_, theretofore taken _n the same manner

it used to start the proceedings and so notify the Registrar
_by deliverinc [-o him a st_tement of revocation of voluntarv_

dissolution. The Hic[h ComTuissJ.oner shal], issue a certificate

of reinstatement and the dissolution proceedinc_s shall be re-

voked and the corporation may again carry on its business.
A

4_4 Articles of Dissolution. If voluntary

dissolution proceedings have not been revoked, then when

all debts, liabilities and obligations of the corporationA

have been paid and discharged, or adequate provision has

been made tharefor, and a].l the remaining property and

assets of the corporationAhave been distributed in accordance
with the provisions of this _, articles of dissolution

shall be executed by the corporation'by its president or a

vice-president and by its secretary or any assistant secretary,,

and verified by the oath of one of the officers signing such
statement. The statement shall set forth:

(a) The name of the corporation.

(b) That the Registrar has ti_eretofore filed
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a statement of i1_tent to dissolve the corporation, and the date
on which the statement was ]filed.

(_) That all debts, £axes, obligations and

liabilities of the corporation have been paid and discharge d

or that adequate provision has been made therefor.

A
(d) That all the remaining property and

assets of the corporation have been transferred, conveyed

or distributed in accordance with the provisions of this

cha.]?ter, articles of incorporation and the plan of dis-

tribution, if_L

(e) That there are no suits pending against
the corporation in any court, or that adequate provision has

been made for the satifaction of any judgment, order, or decree
which may be entered against it in any pending suit.

UPOn the Hiqh Commissioner's determination that all the r__qj_
gulrements of law have been comI_!ied wit]_ the IIJ.cJhCommissioner
shall issue a certificate of dissolution and the corl]oration

s-_al-_ cease to exist.

45.5 Involuntary Dissolution. A corporation may be

dissolved invo].untarily by order .of the ]]iqh Cgu]rt for the Za.uot

Territor_ in an action filed by the Attorney General when it is ,
established that:

A
(a) The corporation procured its articles of in-

corporation through fraud; or

(b) The corporation has continued to exceed or

abuse the authority conferred upon it by law; or

(c) The corporation has failed for ninety days

after notice by-the Reqistrar to appoint and maintain a reqis--

_e_.-ed office or a registered agent in the ,Trust.Territory.

A
45.6 Administrative Dissolution. If any corporation

shall fail on two successive annual dates to file the annual re-

port require(] by these regulations, the Registrai-__n5_y mail nQtice

to it of impending d'_s.[.>_olution. Whether or not such notice be

mailcd, if the corporation fails within ninety days after the

second such annual date to file the annual report such corporation
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c-qmay be thereu[.:,on automatically dJ ..... olved by order of the Attornov
' c'<,

Genera.l and iJ: such or(let is ._......ned the p.r(_)e_ties and a[[alrs of

the corporat].on si_all ]]ass automaticail_/ to its directors as
trustees in dissolution and shall be distributed in accordance

with the provisions of [his cha})ter and of i-he articles of. in-

corporation.

45.7 Distribution of Assets. The assets of a cor-

poration in the Process of dissolution, "voluntary,. inx,o]untar.. ::-Z

or administra!_ shall be applied and distributed as follows:

(a) .All liabilities and obligations of the cor-

poration shall be paid and discharged, or adequate provision
shall be made therefor;

(b) Assets held by the corporation upon condi-

tion requiring return, transfer or conveyance, which condition

occurs by reason of the dissolution, shall be returned, trans-

ferred or conveyed in accordance with such requirements;

_c) A .....e[....received and held by the corporation

in trust shall be transferred or conveyed in accordance with the

terms of the urust or, if such terms are not express t .in accor _

dance with the articles, o f_ij_!qgr!D0ration;

(d) Assets received and held bY the corporation

subject to limitations permitting their usc only for charitable,

religious, eleemosynary, benevolent, educational or similar pur-

poses, but not held upon a condition requiring return, transfer

or conveyance by reason of the dissolution, shall be transferred

or conveyed to one or moreAcorporations, societies or organiza-

tions engaged in activit.ies substantially similar to those of

the dissolving corporation, pursuant to a plan of distribution

adopted as provided in this chapter;

(e) Other assets, if any, shall be distributed

in accordance with the provisions, if any, of the articles of

incorporation or the by-laws; and

(f) Any remaining assets may be distributed to

such persons, societies, organizations or domestic or foreign

corporations, whether for profit or non-profit, as may be

specified in a plan of distribution adopted as provided in tl'_is

chap te r.
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45.8 Notification to Attorney. Genera].. The R_.__qistrar_
on or before the last day of December of each year, shall certify

to the Attorney General the names of all corporations which have

failed to file their annual reports in accordance with the pro-

visions of this chamt_;r. He shall also certify, from time to
time, the names of all corporations which have given other

cause for dissolution as provided in this chamteli_ together with

the facts pertinent thereto. Whenever the R_istrar sl_all cer-
tify the name of a corporation to the Attorney General as having

given any cause for dissolution, Che Rie_istrar shall concurrently
mail to the corporation at its registered office a notice that

such certification has been made. Upon the receipt of such

certification_ the Attorney Ge0eral shall file an action in the

name of the Trust Territory against such corporation for its dis-

solution. Every such certificate from the Reqistrar to the At-

torney Genera pertaining to the failure of a corporation to

file an annual report shall be taken and received in the IIigh

Court as prima facie evidence of the fa'cts therein stated. If,

before an action is filed, the corporation shall file its annual

report, or shall appoint or maintain a registered agent as pro-

vided in this ch_ter, or shall file with the Trust Territo_yj
the required statement of change of registered agent, sucil fact

shall be forthwith certified by the Trust Territor_£ to the At-
torney General[ and he shall not file an action against such cor-

poration• for such cause. If, after action is filed, the corpora-

tion shall file its annual ±_po._, or sha±± appoint or ma ....a_n

a registered agent as provided in this _2/L_-_ or shall file

with the Trust Territor_____vthe required statement of change of

registered agent, and shall pay the costs of such action, the
action for such cause shall abate.

45.9 Venue and Process. In every action for the in-

voluntary dissolution of a corporation,/_suJmnons shall issue and
be served as in other civil actions. If process is returned

not found, th_ Attorney General shall cause publication to be

made as in other civil cases in some newspaper published in the

district wher __ the registered office of the corporation is

situated, containing a notice of the pendency of Such action

in the I{igh Court, the title of the action, and the date on or

after which default may be entered. The Attorney General may

include in one notice the names of any number of corporations

against which actions are then pending in the Court. The

Attorney General shall cause a copy of such notice to be mailed

to the corporation at its registered office within ten days
after the first publication thereof. The certificate of the

Attorney General of the mailing of such notice shall be
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prima facie evidence thereof. Such notice shall be published
at least once each wee]< for two successive weeks, and the first

publication thereof may begin at any time after the summons

has been returned. Unless a corporation sha].l have beon

served with summons, no default shall be taken against it earlier

than ninet_ days after the first publication of such notice.

45.10 Jurisdiction of Court to Liquidate Assets and

Affairs of Corporation. The Ilic]_!_Court shall have full power
to liquidate the assets and affairs of a corporation:

(a) In an action by a member or director when

it is made to appear:

(i) That the directors are-deadlocked in

the management of the corporate affairs and that irreparable in-

jury to the corporation is being Suffered or is threatened by
reason thereof, and either that the members are unable tD break

the deadlock or there are no members having voting rights; or

(2) That the acts of the directors or those

in control of the corporation are illegal, oppressive or fraudu-
lent; or

(3) That tile members entitled to vote in

the election of directors are deadlocked in voting power and

have failed for a least two years to elect sucoessors to direc-

tors whose to rms have expired or would i]ave expired upon the

election of their successors; oi_

(4) That the corporate assets are being

misapplied or wasted; or

(5) That the corporation is unable to

carry out its purposes.

(b) In an hction by a creditor:

(i) When the claim of the creditor has

been reduced to judgment and an execution thereQn has been re-

turned unsatisfied and it is established that the corporation

is insolvent; or

(2) When the corporation has admitted in

writin 9 that the claim of the. creditor is due and owing and it

is established that the corporation is insolvent.
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(c) Upon application by th____ecorporation to have
its dissolution continued under the supervision of the court.

(d) When an action has been filed by the Attor-

ney General to dissolve the corporation and it is established

that liquidation of its affairs should precede the entry of a
decree of dissolution.

Proceedings under this section shall be brought

only in the Hi@h court.

45.11 Procedure in Liquidation of Corporation by
Court.

(a__/)In proceedings to liquidate the assets and

affairs of a corporation the'.I.lic_]____Court shal] have the power
to issue injunctions, to appolnt a receiver or receivers pen-
dente lite, with such powers and duties as the court, from time

to time, may direct, and to take such other proceedings as may

be requisite to preserve the corporate assets wherever situated,

and carry on the affairs of the corporation until a full hear-

ing can be had.

(b) After a hearing had upon such notice as the

Court may d_ect to }De given to all parties to the pro-

ceedings and to any other parties in interest designated by the

Court, the Court may appoknt a liquidating receiver or receivers

with authority to collect the assets of the corporation. Sub.____/

ject to the laws of the Trust Territor[,_z such liquidating re-
ceiver or receivers shall have authority, subject to the order

of the court, to sell, convey and dispose of all or any part of

the assets of the corporation wherever situated, either at

public or pr'.vate sale. The order appointing such liquidating

receiver or receivers shall, state their powers and duties.

Such powers and duties may be increased or diminished at any

time during the proceedings.

(c) The assets of the corporation or the pro-

ceeds resulting from a sale, conveyance, or other disposition

thereof shall be/_q_2j).lie.<-] a!!jd (TJstributed .f_.rsl_ t-_o t]_e j2._aymen.t
'-c v ] _ C" co_ "-_ ..of a].l cost..) and e.,l.c.noc_ o_ the court })roc_cili_ngs and there-

after as spezified in ]?art 45.7 of tills cha[)ter_.

A
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(d) A receiver o.[ a corporation appointed

under the provisions of _' "_" _-_-' .._n3....._c_J_on shall ]_ave autho_:itv to
r-I.. -] ' r.sue and defend in tire courts of t]:e J.t.us.t 'J.'._rritorv Jn 1.._..:_

own name as receiver of such corporation. The _ Court shall

have exclusive jurisdiction of the corporation and its prop- A
erty, wherever .._ituated. A receiw.r .,_ha].lin all cases be a

citizen of the Trust 'i'e.rritoJ:y.

(e) The liguidation of the assets and affairs

of a cormoration., may be discontinued _..L.any time during the

liquidation proceed:i._,:;s ' _ _: -- _- .., wnel. it is e.._tab].i_,bed that cause for

liquidation no longer exists. In such event the Hiqh Court

shall dismiss the pr0ceed.£ng£ and direct the roceiver to re-

deliver to the. corporation all. its remaining property and
assets.

(f) In proceedings to liquidate the assets

and affeirs of a corporation, when the costs and expenses of

such proce<.,.dings and all debhs, obligations, add liabilities

of' the corporation _hall h<_v_ __e,._n ,_a±c_ and discharged and

all. of its re_naining property and assohs distributed in ac-
cordance wi-t:h the provisions of this chat)ter, or in case its

property and assets are not r._. ........su_,.icient to sat{_.{y and discharge
_ ' ' ' _ and all thesuch costs, e>:De1_ses, debts, and e_]llgatlons,

property and assets have been applied so far as they will go

to their payment, the Hiqh Court .shall enter a decree dis-

solving the corporation, whereupon the existence of the cor-

poration shall cease.

(g) In case the IIi<_h Court shall enter a

decree dissolving a corporation, it shall be the duty of the

•clerk of such Court to cause a certified copy of the decree

to be filed with the Registrar.-

45.12 Survival of Remedy After Dissolution. The

dissolution of a corporation either (i) by the issuance of a

certificate of disso].ution by the. H iqh Commissioner r or (2) by

a decree of the Hiql____1Court when the IIigh Court has not liqui-
dated the assets and affairs of the corporation as provided in

this chaoter, or (3) by expiration of its period of duration,

shall not taxe away or impair any remedy available to or against

such corporation, its directors, officers, or members, for a_y

right or claim existing, or an}, liabi].ity incurred, prior to such

dissolution if action.or other proceeding thereon is co_.tmenced

within two years after the date of such dissolution. Any such

action or proceeding by or against the corporation may be

prosecuted or defended by. the corporation in its corporate name.

The members, directors and officers shall have power to take
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such corporate o.r other action as shall be ap!?ro}?riate to pro-

tect such reme,'iy, rig}_t or claim. If such corporat_on was dis-

solved by the expiration 'of its period of duration, such cor-

poration may amend its articles of incorporation at a_zy time

during such period of two years so as to extend its period of
duration.

Part 46. ANIqUAL REPOII'].',:£;.%:.]]);.IISCI-:L-0I,.:_I.OUS

46.]_ Annual ::c-,.'.)o:-tof Coxloorations. (a) ].]ach^cor-

porationashal.'_ file, ,,ltc:i,] she _J...v._e.oc._.l.0_d by thls chapter,

an annual report settiz_.g forth:

(i) The name of the corporatiol k.

(2) The address of the registered office

of the corporation in t]:e T_.-ust 'Ue:errS.to,_v(inc]_:_dincr __.._.,_._oost

office address _.;J.t]lstreet and nur:iber_ ii any) and tlJe name of

its registered agent in the Trust Territo):y at such address.
A

(3) A brief statement of the character

of the affairs which the corporation is actually conductin%_

(4) The names and respective addresses

of the directors and officers of the corporation.

(5) The names of any non-citizen memb'ers ,

of the corpo:catJ.on.

(b) Such annual report shall be made on forms
R..-.c.t..,trarand the informationprescribed and furnished by the _-, f'<

therein contained shall be given as of the date of the execu-

tion of the report. It shall be e>:ecuted by the corporation by,

and verified by the oath of, its president, a vice president,

secretary, an assistant secretary, or treasurer, or, if the cor-

poration is in the hands of a receiver or trustee,Aon behalf of
the corporation by such receiver or trustee.

(c) The annual re_ort of a corDoration shall

be delivered to the Reclistrar bet',.:een the first day of Janu_.r _,

and the first day of March of each vef,.r, e_:ce,ot that the first

anm]al repo:L-t of a do:uestic or fc?rei:£n co?;_:,oration shall be.."_l,ed
_qll_-.h___l-f-_t d:%v of Jan_ia.:.\,_nd the fJ.r_4- day o{ ".:arch oc

_JXD__A.,ear next succeedin(: the cct].cndar ,,f-,:,,....x in whicl: its _.....-,_.-,._.,-_.,.
• :_..(-}_ s: 0 '__"n.was issued by ti:e t-{it,d:. Commissioner _ :._u: to ti:e .:,a_fact.i.:,,h

of th.a P,eq_istrar that }__rior to the first day of March such re-

port: was deposited in the mail in a sea]_(:,d cnve:[o:)c_ l:,_._o:_e__._T_-,
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addressed, with l!ostaqe __], shall be deemed a compliance

w_[}[l this .][.e...cjuJ.]:Clilellt.].J_the [<cgJ.st._:'arfinds t-]_at such re-

_',)rt coni"orm_ to the r(____c_J.re_J?(_.n.l:sof this chaunter: he shall
file tlte same. If he J[il](lsthat it does; not so conform, he

shall, promptly return the same to the corporation for any neces-

sary correct].ons, in {:}hJ.chevent L.he ncna].t__es herein prescribed

_ilure to .<.l.].esuch,_el)ort _.;J.tbin the time herein _)ro\,ided

sha].l not aPi:)]-'f,if such rei:_o___:1_},i is corrected to conform t.o the.

uirement:s o..fthis chaTmter and return'ed to the Rec_istrar
wlthin ninety days from the date on which it was mailed to the

corpora_]T-]]_ the Reglstrar.

46. 2 Greater Voting Requirements. • Whenever, with

respect to any action to be taken by the members or directors

of a corporation, the articles of incorporation or by-laws re-

quire the vote or concurrence of a greater proportion of the
directors or members or any class of members than required by

this chapter, the provisions of the articles of incorporation

or by-laws sha].l con tro]..

46.3 Waiver of Notice. Whenever any notice • is re-

quired to be given to any member or director of a corporation

under the provisions of this _ or under the provisions
of the articles of incorporation or by-laws of the corpora-

tion, a waiver thereof in writing signed by the person or per-
sons entitled to such notice, wliether before or after fihe time

stated therein, shall be equivalent to the giving of such
notice.

46.4 Action by Members or Directors ..lthout a Meetinq.

Any action required by this cha_jpte___rto be taken at a meeting of
the members or directors of a corporation, or any action which

may be taken at a meeting of the members or directors, may be

taken without a meeting if consents in writing, setting forth

the action so taken, shall be signed by members entitled to cast

two-thirds of the votes with respect to the subject matter

thereof, or all the directors, as the case may be.. Such consent

may beAstated as such in any articles or document filed with the

Re,gistrar under this

46.5 Election to Accept Cl_apter. (a) Any non-profit

corporation heretofore organJ:zedA.under tI_e laws of the Trust

_cn.J..ttorv for a purpose or pur}:_oses for which a corporation'.

might be orc'anized under this chapter, may elect to accept this

_ter after a___l).rova]._!)y its members, _.f, there; are no
members entitl--_.d to vote thereon, by -J.[--_{boa.rd o.f directors in

- 31 -



accordance v,ittl,, the rn(luircments, of t]l,,a. .law undo..,,-,r which stlch,

CO].'})()]'_} L,].O]'I \'.7_._3 o];(_ai]i',,(_(] _ _..t,. _ ...........

by. 3.a,ws ,_

A
(b) A statement of election to accept the

.chapter shall be e;-:ecuted I),,Ithc, corporation by its president

or a vice pre._ident and bv its secretary, and an assistant sec-
retary, sha].], b...e....'_J.ficd by the oath of one of(]. "_ q'..... c .... .i(_T_ing
such ,:q[tO.[.(-q!IQD.(; and .s:-,:_..].j.-,' s.<,- " ' ' inf()J;:,_tat:ion tl,;-,'--].orcn_\ t]_c v:ould
}De rec{u{_-od _i_ ar_ a,,:_l[cation for a cbartc.r bv Ti...le 37 of th

Trust Tc_.-rJ:to];,,,(]ode 'o,_et]:e< t..'itha state:-_,(-.p.tof electio.,n to

j)e _ove):ncd bv thi< chaT)ter, t}_e ,{;,.t{icr;.lation0i- "-l-o co_r;'oration's

regist(:r..d-_ (,- agent: arid _-:-,:<rJste-,-e_]_off:ice, the nL-'.mes and ac_(:resn-,s'"_..
of its or__ce].-s and "_J.]re(:to_:san(] a <i-:_.u_-_m,-,nl- that the c_]a].ter

O:f the .-r,_,--..4 !eco_vo,.<It_.on on fi with the ]leqistrar is true r correct

and comple.te.

(c) If the Ta-'c.'...tn Commissioner doterm!p0s t_.

the cor'.)oratio__ is elic_.i.b].eto ])e cove:r.'ed by this ?hapt.er; he

shall isst._.--a certificate of acceotance_ w],.ereu]i',onthe cormora-
tion sha].l be cover,ted bv this chapt.(._.'r.

46.6 Effect of Inval.{_ditv of ]?art of This Ch:.-;]ter.
If a court of "'-_'- 'comp_uc:nt jurisdiction shall adjudge to be in-

, I " 1valid or unconstltu-c_ona_ any clause, sentence, paragraph, sec-

tion or part of this cl-la_)tcr, such judgment or decree shall not

affect, impair, inval'ida%-e or nullify the remainder of this

chapter, but the effect thereof shall be confined to the clause,

sentence, paraarar.)h section or part of this cheerer so ad-

judged to be invalid or unconstitutional.

46.7 Inconsistent Articles of In_.orno_.a_ionc.- _ or _,_v-

Laws. Any articles of incorporation or by-lews that are incon-

sistent with these regulations are hereby, superseded.

46.8 Effective Date. These regulations shall become

effective thi_rty 30) days after filing with the Clerk of Courts.
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Section of Comments or

Regulations Source of Section Explanation

40.1 4 CPR Ch. I --

§ 1.1

40.2 4 CPR Ch. I --

§ 1.2

40.3(a) Model Act § 2(a) The definition of corporation has
and (c) been derived from the definition

of "domestic corporation" and

"non-profit corporation" and in
the Model Act

40.3(b) 4 CPR Ch. I --
i. 3 (b)

40.3(c) Model Act § 2(d) Language has been added to extend
the coverage of this definition

to the basic corporate documents

of corporations created by order

of the High Commissioner, by act

of Congress or by act of any
chartered district legislature.

40.3(d)-(g) Model Act _ 2(e)-(h) The definition of foreign corpora-
tion in the Model Act has not been

included. While provisions deal-

ing with the qualifications of

foreign corporations are important
for business corporations, prin-

cipally because of taxation, they

seem less important for non-profit

corporations. Any foreign non-

profit corporation could engage
in activities in Micronesia by

organizing a Micronesian non-

profit corporation which would be

fully subject to regulations by
the Trust Territory.

40.4 Model Act, Appendix, The alternate provision set forth
Alternate § 3 in the Appendix of the Model Act

differs from _ 3 of the Model Act

in that it requires an affirmative

election by an existing non-profit

corporation to be bound by the
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Section of Comments or

Regulations Source of Section Explanation

Regulations. The Model Act alter-

native provision has been modified

to delete _ 3(b) which automatically

extends the application of the Regu-

lations to non-profit corporations

without shares organized under any

Act hereby repealed." This re_i-

sion is suggested because it seems

unlikely that the Registrar of
Corporations will be repealing any

Acts of the Congress in promul-

gating the Regulations.

40.5 Model Act § 4 Two additions to the Model Act pro-
visions have been made. (i) Languag

has been added requiring the organi-

zation of a corporation under an-

other chapter of Title 4 if such

corporation can be organized under

such chapter. (2) Specific reference
has been added to make it clear

that corporations organized to im-

plement the land return may be

organized under the non-profit cor-

poration chapter.

40.6 Model Act _ 5 (1)"Except as otherwise provided

in its articles of incorporation"

has been added to permit non-profit

corporations todeny any of the

powers specified in the Regulations.

(2) The underscored language in
sections (d) and (i) has been

added because of 67 Trust Territory

Code § iii01.

40.7 Model Act _ 6 --

40.8 Mcdel Act § ii _12 The Model Act puts this provision_

in a section captioned "Members"

although it refers to directors,

officers and employees as well.

The caption has been added.

40.9 4 CPR Ch. I --

§ 1.4; Model Act



- 3 -

Section of Comments or

Regulations Sourc e of Section Explanation

40.10 4 CPR Ch. I § 1.5 --

40.11 4 CPR Ch. I § 1.6 --

40.12 4 CPR Ch. I § 1.7 --

40.13 4 CPR Ch.-I _ 1.8 --

40.14 4 cPR Ch. I § 1.13 The last sentence has been added

and Model Act § 25 because of the requirements of

37 Trust Territory Code.

40.15 Model Act § 26 The underscored language has been

added to permit the articles of

any non-profit corporation to

deny it the power to compensate

members, directors or officers.

41.1 Mcdel Act § ii The last sentence has been added

to make it clear that membership
certificates are not investment

securities subject to the securi_

ties regulations of the Trust

Territory.

41.2 Model Act _ 13 (i) Language has been added in the

first and second paragraphs to per-
mit the articles as well as the

by-laws to contain provisions as

to the place and time of meetings.

(2) The underscored language has

been added to require the presi-

dent to call special meetings in
certain circumstances.

41.3 Model Act § 14 (i) The minimum notice period of

twenty-four days in the bu%iness

corporation regulations has been
used rather than the Model Act's

ten-day period.

(2) A provision has been added

providing for written waivers of
notice.

G_-4_9"_
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Section of Comments or

Re___qulations Source of Section Explanation

41.4 Model Act § 15 --

41.5 Model Act § 16 --

42.1 Model Act § 17 --

42.2 Model Act § 18 ---

42.3 Model Act § 19 --

42.4 Model Act § 20 --

42..5 Model Act § 21 Subsection (b) has been added to

make it clear that a non-profit

corporation may use advisory com-
ments which need not be composed
of directors or members.

42..6 Model Act § 22 The underscored language in the
last sentence has been added to

permit a corporation to require
that notices of directors' meetings

specify the agenda.

42.7 Model Act § 23 The deleted language in subsection

(a) set a maximum term not to

exceed three years.

42.8 MoHel Act § 24 --

42.9 Model Act § 27 The Model Act provision does not

prohibit loans to members. It
would seem that the same policy

considerations that the ABA drafts-

men weighed in adopting the pro-

hibition would apply in the case
of loans to members.

43.1 Model Act § 28 The Model Act provides that one or

more persons may act as incorpora-
tors. The revisions in this section

have been made because of the re-

quirements of 37 Trust Territory
Code § 3. That section also sets
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Section of Comments or

Regulations Source of Section Explanation

forth the required contents of

the "application for charter"

and, accordingly, the text of
Model Act § 29 has been deleted.

43.2 4 CPR Ch. I _ 2.1 The section is Similar to Model

. Act § 31.

43.3 4 CPR Ch. I _ 2.3; --

Model Act § 32

43.4 Model Act § 33; The underscored language has been
4 CPR Ch. I § 2.4 derived from 4 CPR Ch. I § 2.4.

43.5 Model Act § 34 The last clause of subsection (a)
has been added because the Model

Act does not specify the vote re-

quired for approval of an amend-

ment if the action is taken by

unanimous consent. Whenever a

corporation decides to approve
a basic matter (such as amendment

of its charter, merger or sale

of assets) by consent rather than

by a vote at a meeting, members

will have no opportunity for dis-

cussion and it seems appropri-

ate, therefore, to set a rela-

tively high requirement for

: approval of all such basic action

by consent.

43.6 Model Act § 35; The provisions of the Model Act
4 CPR Ch. I § 2.6 have been modified whenever

necessary to conform to the re-

quirements for Micronesian busi-

ness corporations.

43.7 4 CPR Ch. I _ 2.7 --

43.8 4 CPR Ch. I _ 2.8; The final proviso is derived from

Model Act _ 36 the Model Act.
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Section of Con_ents or

Regulations Source of Section Explanation

Part 44 Model Act §§ 38- The regulations governing busi-

44 hess corporations adopted by the

Registrar of Corporations do not

contain provision s dealing with

merger, consolidation and sale
of assets. Title 37 of the Trust

Territory Code does not contain

any provision dealing with such

reorganizations. The Registrar

may have reasoned that itwas un-

necessary to adopt such regula-

tions in the case of mergers and
consolidations because amended

articles of incorporation would

have to be filed and approved by

the High Commissioner. Part 44

is not essential to the operations
of the Marianas Public Land Cor-

poration because the matters
dealt with in Part 44 would all

be covered by the articles of

incorporation.

44.5 4 CPR Ch. I § 2.7 --

45.1 4 CPR Ch. I §§ 3.2 The business corporation regula-

and 3.3; Model Act tions were the primary source

§ 45 for the voluntary dissolution

provisions set forth in subsection
45.1.

45.2 Model Act § 47 --

45.3 Model Act § 48; --

4 CPR Ch. I § 3.4

45.4 Model Act § 49; --

4 CPR Ch. I § 3.5

45.5 Model Act § 51; Subsection (c) has been modified

4 CPR Ch. I § 3.6 to require the Registrar to give
notice of the defect before bring-

ing a proceeding in the High Court.
The business corporation regulations

adopted by the Registrar, like those
in the Model Act, do not require
such notice.
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Section of Comments or

Regulations Source of Section Explanation

45.6 4 CPR Ch. I _ 3.7 The business corporation regula-

and 3.8 tions provide that such failure

to file annual reports leads to
automatic dissolution and further

provide for a five-year period

in which a corporation so dis-

solved may apply for reinstate-

ment. This section of the Regu-

lations has been drafted to per-

mit the Registrar to dissolve a

corporation for failure to file

such reports after notice rather

than to provide for automatic
dissolution.

45.7 Model Act § 46 Subsection (c) has been added to
insure that the trust assets of non-

profit corporations, such as the

district's public lands, will be
distributed in accordance with

the terms Of the trust. The

scope of the section has been
broadened to cover involuntary
and administrative dissolution

as well as voluntary dissolution.

45.8 Model Act _ 52 --

45.9 Model Act § 53 --

45.10 Model Act § 54 Jurisdiction has been limited to

the High Court of the Trust Terri-

tory. The Model Act provision

grants jurisdiction to any equity
court.

45.11 Model Act § 55 The Model Act provision sets forth

a long series of distributJ_on pro-

cedures. The Regulations provided
that the same distribution order

provided in § 45.7 will govern.

45.11(e) Model Act _ 58 --

45.11(f) Model Act § 59 --
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Section of Comments or

Regulations 'SOurCe of Section Explanation

45.11(g) Model Act _ 60 --

45.12 Model Act § 62 --

46.1 Model Act _§ 81-82; --

4 CPR Ch. I _ 4.1

46.2 Model Act 5 93 --

46.3 Model Act _ 94 --

46.4 Model Act _ 95 --

46.5 Model Act, Appendix, --
§§ 37A - 37D

46.6 Model Act § 99 --

46.7 4 CPR Ch. I § 4.4 --

46.8 4 CPR Ch. I _ 4.6 --


